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AMERICAN SMELTING AND REFINING COMPANY
Tucson , Arizona

May 16, 1969

FILE MEMORANDUM

In the recent USGS circular 610, titled 'Gold in Igneous,
Sedimentary and Metamorphic Rocks,'' there are several analysis
listed showing substantial amounts of gold, for instance:

Rock Location Gold content Silver

(ppm) (ppm)

Granite Australia: Timbarra, New

South Wales v 3.406 829
Granite Candelaria, Nevada 1.130
Syenite Candelaria, Nevada 0.72
Diabase Washoe District, Nevada 0.75 7.2
Prophylite New Zealand: Thames, North

Island 2.42

Basaltic Tuff, New Zealand: Richmond
River 15.180

Serpentinite New Caldonia: Northern
Part , 7.5

The foregoing analyses are from tables regarding analyses prior
to 1955 and are mainly fire assays. In the tables of analyses made
since 1954, mainly by neutron activation, results are generally lower.

JHC:1zb y/ﬂg H. Courtrlght

cc: JJCollins
WESaegart
WLKurtz
DMFletcher
RBSprague




Hovember 28, 1961

Ar. 4. P. Leavitt
1120 Huston _
North Hollywood, Celifornie

Deposits

fopper - Gold
r St. George, Utsh

geor

Pear Sir:

This will acknowledge your letter of October 30 to Mr. Welch
in which you bring to our attention the fact that recently discoveries
of copper and other metels have been wade on claims held by you and
Vern Leavitt, ‘ '

We appreciate knowling sbout this, but | am sorry to advise that
at the present time we are unsble to check into this matter, At some
time In the future if one of our Fleld men is in that area, we will
get in touch with you.

Yours very .truly,

Glgns! Tmnnt By

o Bledand

KENYON RICHARD

KR/z
ce:  Rfuelch
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Dear Mr. Welch: W

Your letter of several days ago was read and must say that
I am at a loss as to just What you want unless it is a geologist report.
I am willing to give you any information that I have at my fingertips
that does not cost money. I have spent about $2500.00 fi.nding this
outcrop and don't see any ipmediate prospest 6f selling it. I could
have leased it long ago if I had been willing to wait three or four
yBars for a mining company to put in machinery and get into production
and even after all this wait get just a small percentage of the
production, No I wont lease it and I wont put anoter cent out in
trying to sell it after I have sent this letter. The next money that
I spend on it will be for machinery to open up the prospect myself.
Since it appears that the only real money to be made is in production
and not in discovery. We have discovered deposits of copper, Lead,
Zine, gold and silver. All of it I figger is commercial gtuff and
we have not sold anything as yet. So now I am going to start looking
around for machinery and ways and means to open the deposits myself.

So if ybu would like to sece copper deposits, or gold
Wdeposits witg a view to buy, you have but to drive up to Gunlock,
titah and inquiré for Vern Leavitt who will be glad to show you
what we have found. In the meantime if you are not intrested in a cash
#ﬁ%ﬁ#pﬂrchase but know someone that has machinery and no ore please
direct them to us and we may meke a deal for their machinery. I am
sending you a sketch of what our deposit looks 1like to me. It is about
five miles west of the old worked out géld town of Gold Strike and the
deposit may have some relation to theirs. Their strike was on the east

fork or the upper Beaver Dem Creek., Curs is in between that and the



west fork of the BeaverDéam creek, It is ##66# about three miles west
and north of Motogua and ebout 25 miles west of St. George Utah.
Thanking you in advance for any effort you may put our in our

behalf and for the letter just received, I wish to remain:

Respectfully_

J.E}Lé&%itt £
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¥. P. Hewitt, Western Hing. Dept.

American Smelting & Refining Co.

600 Crandall Bldg.,

Salt Lake City 1, Utah mi.b

COLORADO SCHOOL OF MINES

457’
/// ‘
Mineral-Industries Bulletin

The Colorado School of Mines Mineral Industry Bulletin is published every other month by the Colorado School of Mines and the Colorado School of Mines Research '
Foundation to inform those interested in the mineral indusiry regarding the elements of the geology and mineral resources, mining operations, metal markets, produc-
tion statistics, economics, and other aspects of the mineral industry in the State of Colorado. This publication may be obtained without charge by writing to the

Department of Publications, Colorado School of Mines, Golden, Colorado. Entered as second class matter at the Post Office at Golden, Colorado, under Act of Con-

gress, July 16, 1894, Copyright 1959 by the Colorado School of Mines. All rights reserved. This publication or any part of it may not be reproduced in any form
without written permission of the Colorado School of Mines.

Volume 2 November, 1959 Number 6
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. | | WESTERN MINING DEPT.
- AMERICAN SMELTING AND REFININ G COMPANY
y# ,.Qt Box 213'3. o
Tomg Rivewy, New Jersey
July 17, 1959

Mr, W, ¥. Chester - 8 | READ & RETURN | EWN |7
1592 willowbrae Avenue 18 ! }NW aE->)
. Y ; 2 2 % 2 f o N e, ;
San Jose, California JuL 97 19850 T
2L v JFE
s | /] AWN[
Dear Sir: B Cda
Your letter of June 19, 1959, requesting infor- R
matien regarding panning and identifiecation of minerals T e

in pammed concentrates, has been forwarded to me by the Ty
Yestern Mining Department in Salt Lake City.

During the past month, many of my files have
been in transit to this office, and I had hoped to locate
some specific reference for you. However, the only ones
that I £ind which may be of assistance to you are s
follows: | ,

Information Cipcular 6785, Sept. 193%,

J.8. Bureau of Mines, "Placer Mining in
the Wegtern United States, Part I, by

. D. Gardner and C. H, Johnson.

Bulletin 135, 1946, “Placer Mining for
Geld in California”, Californisz State
Printing Office.

I would suggest that you could obtain additional
infomation at the California Division of Mines, Ferry
Building, San Franciseo 11, California, or from the U. S.
Bureauw of Nines,

Very truly yours,
e 51(71\/._
o B Lonn
John F. Lord
Placer Engineer
ca: W. P, Hewibt, Salt Lake City
w/copy of Mr, Chester's letter.




gold

Sampling & Gold Placer - excerpts from a
letter from E. W. Newman to R. K. Kirkpatrick
re Timberlake Basin Au Placers

——— T

ohn Lord was here last week so we persuaded him to go out to the Research
Lab with us and pan the semples. While he was panning them he gave us a running
lecture on how to pan gold, how to interpret the results, and how to proceed in
general with the sampling of a placer property. ‘

e —

He said he usually looks for banks or cuts where he can take samples and _
then pans them right in the field so he can size up the property as he goes along. ~
Where there are no steep banks he says it is good procedure to dig pits or put '
down auger holes, as we did. When he gets the material concentrated to the black L;
sand stage he counts the colors, and for a rough estimate figures each color )
represents 1 cent per yard.

In case the gbove gives him results that look interesting, he then takes
a definite volume of the sand or gravel (say 1 cubic foot), pans it all down to
a black sand concentrate, collects the gold with mercury from a bottle he carries °
in his kit, then drives off the mercury by heating it, and weighs the gold residue
on a small pair of scales which he carries with him in the field. From these
figures he can quickly compute the exact amount per yard.

It is Mr. Lord's opinion that in working ground where the deposits are
as shallow as these, the cost of working the placer would be similar to work-
ing an open cut mine; consequently the placers would have to go at least $1.00

per yard to be of any interest.
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Gold
By James E. Bell ! and Kathleen M. McBreen ?
3

A INE production of gold in the United States in 1954 failed to
maintain the gains made in the preceding year. The domestic
output of gold was 6 percent less in 1954 than in 1953; further,
it was smaller than in any other year since 1893, except in the war
period 1943-46. However, the production rate of gold in Alaska, Cali-
fornia, and South Dakota together, which are the principal producers
of gold by straight gold-mining operations, was nearly the same in 1954
asin 1953. Most of the decline in production in 1954 was due to lower
yield from base-metal ores containing byproduct gold, notably in
Utah, where output dropped because of curtailed copper-ore mining
in the early part of the year and labor strikes in the latter part.

South Dakota again was the leading State in gold production,
followed in order by Utah, Alaska, and California, the same as in
1953. These 4 areas supplied 78 percent of the total domestic gold
production in 1954. The South Dakota output was obtained almost
entirely from gold ore produced at the Homestake mine in Lawrence
County; most of Utah’s gold was a byproduct from large-scale mining
operations of low-grade copper ore in the West Mountain (Bingham)
district; virtually all of the Alaska production came from placer
operations, mainly bucketline dredging; and the California yield
resulted principally from straight gold mining, both lode and placer.
Of the domestic gold production in 1954, 23 percent was recovered by
placer mining, 39 percent by amalgamation and cyanidation, and 38
percent in smelting ores and concentrates.

Outside of the United States, gold production increased 5 percent
in 1954 compared with 1953, owing principally to substantial gain
in Union of South Africa. Production rose also in Canada, Australia,
Gold Coast, and the Federation of Rhodesia and Nyasaland. The
world production rate of gold in postwar years has remained well
below prewar averages.

In Union of South Africa a larger tonnage of ore of slightly higher
average grade was milled in 1954 than in the preceding year. The
average profit from gold per ton of ore increased slightly despite
higher working costs. Recovery of byproduct uranium from gold
mining in the Union, which was begun late in 1952, attained major
importance in 1954 as a source of additional revenue and profit to
the industry. Moreover, several mines that might otherwise liave

1 Commodity-industry analyst.
2 Statistical assistant.

408084—56 fL . 1



2 MINERALS YEARBOOE, 1554 i
closed were able to continue operations because the combined gold-
uranium content of the ore made it economic. Increasing prosperity
in Union of South Africa appeared to be in the making as new gold
fields in Orange Free State, the West Witwatersrand area, and the
Klerksdorp district added their production to the output of the long-
established Witwatersrand area.

The United States Treasury continued to purchase gold at $35 per
fine troy ounce in 1954. There was a net outflow of gold from the
TUnited States during most months of the year, which resulted in a
decline in Treasury gold reserves that exceeded 300 million dollars.

Legislation introduced in the United States in 1954 comprised a
bill to authorize private selling, holding, and using of gold, but no
action on this proposal was taken by Congress.

,TEBI.E 1.—Salient statistics of gold in the United States,! 1945-49 (awerage)

and 185054
164549 (average) 1950 1851
Mine production, fine unces. 1,728,860 2,304,231 1,980,512
‘Ore {dry and siliceous) preduced (short tans):
Gold ore 2,784,171 3,584,360 2,608, 202
Gold-silver ore , 961 433,461 , 184
SIVer OT@. oo oo ), §27, 349 492,143
Percentage derived from— -
¢ Dryand siliceotS 0P8 umee oo ccecvemmee 39 43 39
Base-metal ores. 31 31 36
* . Placers.__.___ 30 26 25
Net consumption in mdustry and the arts $83, 671, 961 $97, 845, 753 269, 476, 579
Imports - $1,091, 766, 733 $162, 748, 661 $31, 258, 502
0300101 &+ R, $204, 076, 640 $534, 035, 794 $620, 381, 566
Mongtary stocks (end of year) 3 $22, 706, 0006, 000 $32, 695, 000, 000
Price, average, per fineommeet __________ ... $35.00 $35.00 $35.00
World prodaetion, fine ounces (estimated) .. ... 28, 750, 000 32, 700, 000 33, 500, 00D
1952 1953 1954
Mine production, fine punce; 1,898,261 31,958,203 1,837,310
Ore (dry and siliceons) produced {shorf tons):
i {¥old ore.---. 2,339, 160 2,198, 683 2,248, 604
Gold-silver ore 237,311 81,658 46, 345
i ore ... - 502,208 555, 050 680, 442
Pereentage derived from—
Dry and silieeous OreS. vmea oo coceccmnmvmaaae £0 40 43
Base-metal ores 38 39 34
- Placers - 22 21 23
et consomption in indostry and the arfs....__.. 350, 540 $75, 000, 000 $44, 443, 000
¥mports. $740, 254, 160 $47, 624, 515 $37, 852, 514
OTES $55, 921, 208 $44, 808, 300 $21, 293, 551
Monetary stocks {end of wear) 5.__ $23, 186,000,000 | 22,030, 000, 000 $21, 213, 000, 000
Price, aversge, per fine ownee 4. — $35.00 5.00 5.00
World prodection, fine onnces (estimaded)...-.-. 2 34, 300,000 233, 700, 000 35, 100, 080

1 Inclodes Alaska.
.. ® Revised figare.

‘ 3 0wned by Treasury Departmenti; privately held coinage not included.
- 4 Priee ander authority of Gold Reserve Act of Jan, 31, 1934,

In Deeember 1954 the Bureau of the Mint announced that the

United States Assay Office in Seattle, Wash., wounld be closed perma-
nently in January 1955. Established in 1898, the office purchased
gold bullion, amalgam, and nuggets from Alasks mines, as well as
from mines In the Pacific Northwest.

The London gold market under the Bank of England was reopened
on 2 resiricted basis in 1854 after a suspension of nearly 15 years.
The réopening was considered a step toward increasing the importance
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A
of London as an international financial center and furthering the
restoration of currency convertibility. :
Sale of substantial quantities of gold to world markets by the
U.S.S. R., which began in 1953, continued in the first quarter of 1954.
It was estimated that the total sold in 1954 amounted to at least 1
million ounces; most was consigned to free markets in Western Europe.:
The litigation by some domestic gold-mining claimants to_obtain
compensation from the Government for damages caused by the,
promulgation of War Production Board Limitation Order L—208,
which restricted gold mining during a period in World War II, was
reported in the chapter on Gold and Silver, vol. I, Minerals Yearbook,
1952. The matter of such damages was under study by the United:
States Court of Claims during 1953, and the Report of the Court;
Commissioner was made in March 1954. The finding was favorable
to the gold-mining industry and permitted submission of test cases
to the Court. A decision on such test cases, however, had not been
handed down to the end of 1954. :
Agitation for higher official national gold prices based on raising:
the United States Treasury price for gold of $35 per ounce, carried on
vigorously in recent years by many gold producers and some foreigh:
governments, was markedly less in volume in 1953 and 1954, due
apparently to the decline of premiums on the free gold markets.
Meanwhile, no encouragement for a higher Treasury price for gold
could be taken from utterances on the subject by officials of the
Administration.? . '

PREMIUM PRICE OF GOLD

Developments in transactions in gold at premium prices and in
private hoarding of gold have been reported in the chapter on Gold
of Bureau of Mines Minerals Yearbooks for several years.

Action by the International Monetary Fund in September 1951,
permitting member gold-producing countries to ease restrictions on’
the sale of newly mined gold on the free market, resulted in a greater:
quantity of gold becoming available for such disposal. Sales of gold
on world markets by the U. S. S. R. in 1953 and 1954 also added to
the supply. Meanwhile, improvement in political, economic, and
currency stability in some parts of the world led to diminishing interest
in gold for private hoarding. As a consequence of these factors, the
premium price of gold, which had ranged from around $39 to $36.75
per ounce in 1952 and from $38 to $35 in 1953, remained close to
parity ($35 per ounce) in 1954. Tt was estimated that sales of gold
on the free market declined from around 12 million ounces in 1952 to
9 million in 1953 and to 5 million in 1954.

A forecast made in June 1954 on the prospects for premium prices
in gold was as follows: * ' :
" Looking to the near future, there seems to be little prospect of a substantial
premium in the price of gold reappearing in the free market, barring, of course,
a sudden war scare or a plunge into renewed inflation, A substantial volume of
potential selling overhangs the free market, especially now that most producing

countries have abandoned their restrictions on sales of gold in the free market
and that South African producers are free to offer gold in refined bars. There is

3 de Wet,.J. P., Soviet Russia Now a Hard-Currency Paying Nation: Precambrian, vol. 27, No. 2, Feb-
ruary 1954, pp. 9-10, 23.
4 Bareau, Paul, The Free Market in Gold: Optima, vol. 4, No. 2, June 1954, pp. 24-28.



4 MINERALS YEARBOOE, 1954 i
not only a substantial volume of newly-mined gold; but, as soon as a substantial
premium re-emerged, there would be further sales from Russian reserves and
offerings by speculative holders of gold who had been anxicusly awaiting a profit-
able rise in the free market price. In the circumstances, therefore, it would
seem improbable, in the absence of a fundamental change in the hoarding demand
for gold, that we shall again see the wide disparities between the free market and
official prices that were a commonplace of the eight post-war years.

" Acecording to information awvailable to the Bureaun of Mines, sales
of natural gold in recent years on the domestic open market at prices
higher than the United States Treasury price of $35 per ouncs
amounted to between 1,000 and 2,000 ounces anmually. Much of
the “natural gold”’ sold was in nugget form for use in making jewelry,
for which a premium of $3 to $8 per ounce was paid, depending on the
finenéss, size, and color of the nuggsts.

DOMESTIC PRODUCTION °

Production of gold in the United States is measured at mines and
refineries. Both measures are tabulated by States of origin, buk
there is & small annual variation between them, explained largely by
time lag. Over a period of years the deviations are found to be
negligible. Compared with the mine reports compiled by the Burean
of Mines, the refinery reports compiled by the Burean of the Mint
in cooperation with the Bureau of Mines for the 50 years, 1905-54,
show = fotal excess of gold of 60,190 ounces {a difierence of 0.04
percent).

TABLE 2.—0Gold produced in the United States,! 130554, according to mine and
: mint returns, in fine onnees, of recoverable metal

Year Mine Aint Year HLiine Mint
00540 . 151,383, 437 151, 567,860 | 1953 ... *1,958, 263 1, 870,008
2950 e 2,304,231 2,388,708 || 1968 . o 1,837,810 1,839,000
252 D - 1,980, 512 1,884,726
1982, e 1, 893,261 1,927, 000 Total 1905-54...| 161,447,044 161, 507, 234

"I Tnelades Alaska.
¢ Revised figure.

MINE PRODUCTION

The domestic mine output of recoverable gold declined 6 percent
in 1954 compared with 1953 and was smeller than in any postwar
year since 1946; it also was only 38 percent of the alltime high estab-
lished in 1840. Part of the drop was due to suspension or curtailment
of smaller straight gold-miming operations in several areas due to
mounting costs for labor and supplies in relation to the fixed price of
gold. However, most of the decrease resulted from lower yield of
byproduct gold from base metal ores, chiefly beecause of redueed out-
put of copper ore in Ubah. Gold production was maintained ab
nearly the 1953 rate in Alaska, California, and Seuth Dakota, where
virtually all the gold eutput was recovered by placer mining or from
dry gold ores.

5 Prodnction date for 1952 were eollected jointly with the Barezu of the Census (U. S. Depariment of
Commerce). Production totals will be compared with the Census fotals when they are avaiflable and
differences adjusted or explained,
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lAll tonnage figures used in this report are short tons of 2,000
pounds “‘dry weight”; that is, they do not include moisture. Figures in,
cubic yards used in measuring material treated in placer operations
are ‘“‘bank measure’’; that is, the material is measured in the ground

‘before excavation. The weight unit for gold is the troy ounce (480

grains). The totals are calculated upon the basis of recovered or
recoverable fine gold shown by assays to be contained in ore, bullion,
or other material produced.

TABLE 3.—Mine production of gold in the United States! in 1954, by months

Fine ounces Fine ounces
January..._ 137,788 || August....- 160, 764
February.. 131,791 || September. 172, 348
March.... 142, 283 || October___ 162, 999
April._._ 138,705 || November__. 155, 003
May.___ 140,057 {| December .o oo 156, 040
June. o aas 178, 006 ———
L 161, 526 TOtale e 1,837,310

i Includes Alaska.
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Frgure 1.—Mine production of gold in the United States, 1949-54, by months,
in terms of recoverable gold. '

Mines are grouped in two main classes—placers and lodes. The
placers are those in which gold (and, in a few placers, platinum) is
recovered from gravel as native metal; a small but variable quantity of
silver is always alloyed with the gold. Except for such small-scale
hand methods as those utilizing the gold pan, the rocker, or the dry
washer, most placer recovery methods employ sluice boxes; methods
are distinguished by the means used for delivering the gravel to the
sluices. Those methods where gravel is delivered mechanically in-
clude bucketline dredging, dragline dredging, and treatment in non-
floating washing plants of gravel delivered by power shovel, dragline
excavator, truck, slackline scraper, or other mechanical means. In
the hydraulic method the gravel is mined from the bank by a powerful
jet of water; in some small-scale hand methods the gravel is shoveled
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into sluiees; and in drift operations the gravel is mined underground
and delivered to sluices at the surface. The lode mines are those
yielding gold and silver from ore (as distinguished from gravel), mainky
from underground workings, and, in addition te those worked chiefiy
for one or both of the precious metals, inelude those that yield ore
mined chiefly for copper, lead, zinc, or other metals but contribuie
the precious metals as byproduets. As far as possible, the mine unit
used is not the operator but the mining claim or group of claims.

 PRINCIPAL MINING DISTRICTS AND LEADING MINES

- Lawrence County (Lead), S. Dak., which long had been the leading
gold producer in the United States, was surpassed in 184345 by the
West Mountain (Bingham}, Utah, copper district. In 1946 Lawrence
County regained the lead, a position held through 1854; the West
Mountain district has ranked second in this period. The Yuba
River, Calif., gold-dredging district rose from ninth place in 1953 to
third in 1954; and the QGrass Valley-Nevada City, Calif., gold-ore
district dropped from third to seventh. The two leading distriets
produced about 50 percent of the total domestic output of 1954.

Of the 25 leading gold producers operating in the United States in
1954, 10 were lode-gold mines, 6-were placers worked by bucketline
dredges, 6 were copper mines, 2 were lead-zine mines, and 1 was a
copper-lead-ginc mine. The entire 25 mines on the list supplied
about 85 percent of the domestic output of 1954.

TABLE 4—M¥ine production of recoverable gold in the United States, 124549
{average) and 1850-54, by districis that produced 10,000 fine ounces or more
during any year (1850-54), in fine cunces !

184549
Disirict or region State (a':e)r- 1950 1951 1952 1953 1854
age

Lawrence Commty. ... ________ South Daketa__.__1323, 574 |567, 996 1458, 040 482, 511 1534, 984 | 541,445
West Mountain (Bingham) Ttah .-§278, 591 |428,313 1407, 196 |417, 60T (450,882 | 369, 760
Yuba River California. &) @ @] @ @ Q
Cheian Couaty__________________| ‘Washington.___.._ 35,003 | 64,711 | 46,458 (354, 185 {361,468 | 3 66, 477
Repablic (Eureks) do. 22,008 | 24,928 (6] 3

American River (Folsom).._..__ California_ ... 86,284 | 01,260 | 86,867 | 73,366 | 65,275 | 61,885
Grass Valley-Nevada City __.do &) ¢ ®) &) 2 @)

Cripple Creek__._________________|
‘ga{l:m (Bisbee)

Ajo
Park City Begion...

Upper San Miguel ... ...

Baullion

BigBug._ .ol

Summit Valley {Butte)

Batile Mountain. .

Klamath River ... ) 3

Pioneer. Arizona_ 8,900 | 14,392 | 12,207 ¢ 31,665 | 14,480 13,382
Redeliff (Battle Moumtain) Colorado 1,853 | 5,636 2,783 L7001 3,750 10,121
ABeghan¥ . ooooeeeooo_____| California________. @ 14,334 | 10,776 | 9,683 | 13,112 8,483
California {Leadville) Celorado. ) [G] 6] 13,405 | 9,321 5,438
Wother Lode. ... ______ California._._..___ ) 24, 513 (2) TA27 | 3,5 843
Animas Colorado 16,071 | 12,874 | 9,407 | 9,857 | 2,225 312
Qroville {Palermo) California 17, 640 @) ) 2,946 47 o7
Seott River -...-do. @ 12,289 | 3,019 6 14 61
Round Mountain Newada. - 1 [©)] (%) (6] 60 23
Fairplay____ Colorado. ) ) 1G] 2,008 | emeaeeae
Potosi Nevada. () ®

Yellow Pine_. Idaho 25,489 | 48,472 | 19,605 | 17,638

1 Exelusive of Alaska.
2 Figure withheld to avoid disclosure of individual eompany operations.
% Chelan and Ferry Counties eombined in 1952-54 to aveid diselesure of individual eompany eperations.
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TABLE 5.—Twenty-five leading gold-producing mines in the United States in 1954, in order of output
Rank Mine District State Operator Source of gold
1 Whitewo0d .aoo oo cccomcmma South Dakota.....| Homestake Mining Co... Gold ore.
2 West Mountain (Bingham) Ut Kennecott Copper Corp Copper ore.
3 Fairbanks. ..owoccearana. U. 8. Smelting, Refining Dredge.
4 Yuba RiVeraaoccooooon ‘Yuba Consolidated Gold Fields 0.
5 American Rlver (Folsom).- Natomas Co.._. 0.
8 | Copper Queen-Lavender Pit . ..__._ Warren (Bisbee) ... __. Phelps Dodge C Copper ore.
7 | Empire Star Group_—-cocoooeoeos Qrass Valley-N evada City.._. Empire Star Mines, Gold ore.
8 | New Cornelis. ;e ——————— A0 _| Arizona. _| Phelps Dodge Corp Copper ore, copper tailings. .
9 | Mayflower-Gtalena .. commumcccmmnnnn Blue LedBe e am e Utah -] New Park Mining C Lead-zine ore, o]
10 ob Hill. . Republic.  eavueunnoa- Washington.... Knob Hill Mines, Inc Gold ore. =)
11 { Ajax Group. wne-| Cripple Creek .. Colorado. Golden Cyele Corp. Do. =
12| Gold KIDg oo e Wenatchee River.. Washington . Lovitt Mining Co. Do. =]
13 | Goldacres v cmeme e e maee Nevada.. London Extension Mining C Do.
14 | Holden GroUD. - oo e ecmmommmmmmmmmee Washington.. Howe Sound Co_- -| Copper ore.
15 | Treasury Tunnetl, ete_ o co_ Colorado..._- Idarado Mining C .| Copper-lead-zine ore,
16 | New York-Alagka. oo oomeraccca o Aniak__ Alaska. New York-Alaska Gold Dredging Co. -1 Dredge.
17 | Brunswick California.._-. Tdaho Maryland Mines COrp---a--- .| Gold ore.
18 | Iron King Arizona Shattuck Denn Mining Corp.. Lead-zine ore.
19 | Nome Unit Alaska, U. 8. Smelting, Reﬁning & Mm.lng Co_. _..-| Dredge.
20 | Portland, ete- - oeenccmcmmcnme e South Dakota. Bald Mountain Mining C .| Gold ore,
21 | Greenan PlaCerS...—--ooceammmommaan- Nevada Natomas Co... .| Dredge.
92 | SISKOM. . neee oo e California. Siskon Corp. .| Gold ore.
23 F23 11 - SN Pioneer (Superior) Arizona Magma Copper Co . Copper ore.
24 | Cresson Cripple Creeleooccavacmeunan Colorad Crcesson Consolidated Gold Mining & Milling | Gold ore.
25 | Morris Brooks Pitaueacecmaccanamnaus Robinson. Nevada Consolidated Coppermines Corpo-—c-mmmmnn- Copper ore.




TABLE 6,—Mine production of recoverable gold in the United States, 1944-54, with production of maximum yoar, and oumulative

production from earliest record to end of 1954, by States, in fine ounces

TO"
duction {)

Maximum Production by yoors Total pro-
duetion

. . from oorll-

est record to

Yeor |Quantity| 1044 1046 1946 1947 1048 1049 1950 1951 1962 1068 1054 | end of 1954

Western Btates and Alagka:

Alaske 1606 {1, 066, 08O 49, 206 08,117 | 220,781 | 270,088 ( 248,805 | 220,416 | 280,272 | 239,486 | 240,557 | 258,788 248, 511 | 28,112, 087
1037 332,004 | 112,162 7,228 | 79,024 06,800 | 100,487 | 108,003 | 118,818 | 116,008 | 112,355 | 112,824 | 114,800 | 11,756,803

1862 8,032,031 | 117,378 | 147,088 | 806,824 | 481,416 [ 421,473 | 417,231 | 412,118 | 880,782 | 258,170 | 234, 601 7,880 | 104, 638, 841

1000 |1,801,864 | 111,486 | 100,935 | 142,018 | 108,270 | 144,802 | 102,018 | 130,300 | 110,508 | 124,504 | 110,218 00, 146 , 070,

1871 12, 860 26, 008 17,780 | 42,075 , 982 58, 464 77, 820 70, 662 45,004 | 82, 097 17,680 18,245 | 8,230, 60

1866 870, 750 50, 021 44, 607 0, 507 00, 124 78, 091 52, 724 61, 764 80,602 | 24,161 24, 708 3,660 | 17,422,015

1010 913,206 | 118,050 | 92,265 00,680 | 80,003 | 111,632 | 130,800 { 178,447 | 121,086 { 117,203 { 101,709 79,007 | 26, 446, 547

New Mexico- . ane- 1916 70,08 , 018 , 004 4,600 8,146 3,414 3, 240 8, 414 3, 060 2,040 2,614 8, 580 2,209,119
OregoN.uccnnunscaannns| 1040 113,402 | 1,800 4,407 | 17, 508 18, 079 14, 611 16, 226 11,068 7,027 , 500 8, 488 , 620 5, 780, 870
%outgg Dakotthe e cunn. iggg 61?, ggg 11, 621 06,048 | 812,247 | 407, 12% 377,850 | 404, 628 667, 028 468,101 | 482,534 | 584,087 | 641,445 | 24,881,058

o021 N [T e I 2 A1+ AR O SR (( R S (' I SR> S 1IN PO SR

844,223 | 279,070 | 178,588 | 421,062 [ 866,422 | 814,068 | 457,551 | 482,216 | 486,607 | 485,430 |" 403, 401°| 18, 049, 226
47,217 67,800 51,168 84, 965 70,075 71, 994 92,117 47, 406 54,770 62, 660 066, 740 2, 699, 802

20 2 106 , 48 115 880 (o 407 , 44

006,700 | 052, 718 |1, 678, 078 (2, 107, 188 {2, 011, 778 |1, 989, 810 (2, 302, 141 (1, 978, 065 1,801,868 (1,960,008 |1, 836,876 | 286,201, 858

.......... - R I, - wumelunavannnme|anemamuaas 33

......................... 49, 495

3 12 |aiammmann 870, 663

.......... e 0)
1 . 6,1
- 38, 207
2,170 38, 541
108"
156
2, 585 1, 857 1,482 1,997 2,479 1,067 2,000 2,447 1,008 21,600 1,084 2, 073,471
Grand total, - -« 008,304 | 064, 572 |1, 674, 506 |2, 109, 185 |2, 014, 257 |1,001, 783 |2, 804, 231 |1, 080, 512 |1, 803, 201 |21,968,208 |1, 887,310 | 288, 965, 857
1 For Central and Eastern States flgures aro peals sinee 1880, except Pennsylvania 3 Figure not availablo, -
and Vermont, for which the figures are peaks sineo 1906, For Alasks, Novada, and ¢ gmall, flguire not avallable.

Oregon figures aro likowise penks since 1880 only,

2 Roviged figuve,

5 1008-64 only.
6 1006-54 only.

961 ‘HOOLUVEL STVIENIT
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ORE PRODUCTION, CLASSIFICATION, METAL YIELD, AND METHODS OF
RECOVERY

Tables 7 to 12 give details on classes of ore, metal yield in fine ounces
of gold to the ton, and gold output by classes of ore and by methods of
recovery, embracing all ores that yielded gold in the United States in
1954. These tables were compiled from the individual State chapters
in volume III, in which more detailed data are presented.

The classification of ores originally adopted in 1905, on the basis of
smelter terminology, smelter settlement contracts, and metal recovery
has been used continuously in succeeding years, except for modification
necessitated by the improvement in metallurgy and the lowering of
the grade of complex ores treated. Details of the current basis of
ore classification are given below:

Copper ores include smelting ores that contain 2.5 percent or more recoverable
copper and ores and tailings concentrated or leached chiefly for their copper
content. Ores leached in place or ores for which the tonnage cannot be caleulated
are excluded; slags smelted for their copper content are included.

Lead ores are those that contain § percent or more recoverable lead, irrespective
of the precious metal content; and ores, tailings, or slags that are treated chiefly
for their lead content. :

Zinc concentrating ores and tailings include those from which a marketable
zine concentrate is made, irrespective of precious metal content. Virtually no
zine ore is now smelted directly except for cold slags, which when fumed are
classified as smelting ore and may contain as little as 5 percent recoverable zine.

TABLE 7.—Ore, old tailings, etec., yielding gold, produced in the United States,
and average recoverable content, in fine ounces, of gold per ton in 1954 1

Gold ore Gold-silver ore Silver ore
State Average Average Average
Short tons | ounces | Short tons | ounces | Short tons | ounces
of gold of gold of gold
per ton per ton per ton

Western States and Alaska:
Alas

Arizona._.. - 1,330 . 380 2,876 0. 230 9,093 0.022
Californi A7 | |eicimas .
. Colorado..

Wyoming_______________________ 1, 420 IO I

Total 2, 248, 604 . 340 46, 345 . 165 680, 442 .022

. See footnotes at end of table.
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TABLE ¥.—0re, old tailings, ete., yielding gold, produced in the United States,
and average recoverable content, in fine ounces, of gold per fon in 1954 *—Con.

Copper ore Lead ore Y.ead-copper or2
State Average Average Average
Short fons | onnces | Shert tons | ounces | Short fons { ommces
of gold of gold of gold
per ton per {on. per ton
Western States and Alaska:
Alaska, 26 0205 | -
Arizona. 43,126, 983 .002 4,300 0. 050
Celifornie 8, 558 .066 4,789 015
Colorado. 213 127 34,937 .036
Tdaho o] 162, 145 .009 119,681 .001 63 0. 416
Montans. - 3, 789, 454 .002 8,641 102 804 02
Nevada. 9, 615, 197 . 004 11,403 129
New Biexico. b 6,734,682 . 45,200
* Oregon. 44 .182
Seuth Dakota. -
B U N 19 |- -
TUtah 24, 190, 689 .015 11,793 i N R
Washingten. ___________________ 448, 654 046 500 -
¥yoming. 25 080 e RO . -
“Total. 87, 987, 080 .08 241,378 | .019 957 .005
Btates east of the Mississippi. .- 4,600,625 | ... 3 . -
Total 92, 587, 7i5 006 241,452 .018 957 005
| Zing-lead, ginc-cop-
Zing are per, and zincdead- Total ore
COpDEr Ores
State
Average Average Average
Short tons | ounces | Short fons | ounces | Short fons | ounces
of gold of gold of gold
per fon per fon per ton
Western States and Alaskas
Alaska, - 19, 747 0.051
Arizona 2,797 0.011 337, 974 6.053 | 43,484, 792 003
California.__. 122 033 2%, 381 .003 231, 517 422
Colorado_.._. 200, 130 007 498, 467 .063 973, 177 087
Idaho_..__. 2127, 786 focoooeco- 1,165,816 .002 { 2 1,960, 962 .003
Montana._- 54,945 .001 | 1,225,661 009 { 5,104,288 LA
Nevads. 505 .016 21, 707 042 | 9,843,202 008
New Mexieo. o] - 6,781, 093 .gor
Oregon — 2, 018 .524
Sonth Dakets...— .. — 1, 600, 784 .338
* Pexas. —— R —_— — B0 fom e
Trtah 316,840 Ri] 54, .066 | 24,857,164 016
Washington 150 | e 992,608 |-oeeeaee 1,552,141 43
Wyoming. JEUEVSUGRSRURPERURUN FRUSSURRNY FENUUGHP SO 1,445 282
Total 403, 305 004 | 4,805,297 .021 | 96,413, 243 L5
Btates east of the Mississippi.____.__ 2,049,697 |_ooemeoeee| 2,826,208 | .. 19, 476, 869 [$)
Total 2,453,002 .001 § 7,631,595 .0I3 {105,880, 112 I3
1 pfisspnri exeluded.
2 Inclades 111,689 tons of pld zine slag,
3 Zing slag.

4 Excludes magnetite-pyrite ore and gold and silver therefrom. Includes material classified as fuorspar
gre mined in Ilinois and Kentucky.

The mized ores are combinations of those epumerated above; they will be
designated by the names of their eonstituent base metals in alpbabetical order,
irrespective of the predominance of wvalue.

Gold, gold-silver, and silver ores with the base-metal content teo small to be
classified in aceordance with the above are “dry” ores, irrespective of the ratio
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of coneentration. The dry ores are thus ores, chiefly siliceous, valuable for their
silver and gold content and in some instances for their fluxing properties, regardless
of method of treatment. Dry gold ores are defined as those in which the gold
value equals or exceeds three-fourths of the combined gold and silver values; dry
silver ores are those in which the silver value equals or exceeds three-fourths of
the combined gold and silver values. In dry gold-silver ores both the gold and
silver values equal or exceed one-fourth of the combined gold and silver values.
Tailings and slags follow the same scheme of classification as ores.

The classifications are not to be modified by considerations of payments of
metals by smelters or customs mills, or by method of treatment by the smelters.

The lead, zinc, and lead-zinc ores in most districts in the States east

of the Rocky Mountains carry no appreciable quantity of gold; such
ores are excluded from this report unless othewise indicated.

TABLE 8.—Mine production of gold in the United States,! 1945-49 (average) and
1950-54, by percentage from sources and in fotal fine ounces

Percent from—

Zinc-lead, | Total fine

Year zine-cop- ounces
Placers | Dry ore | Copper | Lead ore | Zing ore | per, lead-
ore copper, and
zine-lead-

copper ores

30.0 30.4 22,7 0.5 0.3 7.1 1,728, 860
25.5 43.1 23.1 7 .1 7.5 2,394, 231
24,8 38.9 27.5 5 .2 8.1 1,980, 512
22,5 30.5 29.4 4 .2 8.0 1,893, 261
20.9 40.4 30.9 3 .1 7.4 | 21,958,203
22.8 42.8 28.6 3 .1 5.4 1,837, 310

1 Includes Alaska.
2 Revised figure.

TABLE 9—DMine production of gold in the United States in 1954, by States and
sources, in fine ounces of recoverable metals

Zinc-lead,
Copper | Lead | Lead- | Zinc | zinc-cop-
State Placers | Dry ore ore ore copper | ore per, and Tofal

ore zine-lead-

eopper ores
Alaska . oo 248, 511
Arizona__ 17,996 114, 806
California, 163 237,886
Colorado. 31,489 06, 146

Idaho.__.

10, 975 , 660

921 79, 067

..... 3, 539

214

Oregon..._... 6, 6200
Pennsylvania. o ooococlecamccammm|mecacmacaal P87 | eemcean i [ 11,317
South Dakota. 541, 445
Tennessee 218 218
DUtah___ 35, 746 403, 401

Vermont. . 185
Washingt 50 66, 740
Wyoming 407

Total oo 410,031 | 786,967 | 524,911 | 4,648 5| 1,463 99,395 | 1,837,310

1 From magnetite-pyrite ore.
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MILLION FINE OUNCES
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Figurze 2.—Gold production in the United Siates, 1905-54.

TABLE 10.—Gold produced in the United States from ore and old tailings, in 1954,
by States and methods of recovery, in terms of recoverable metals?

Ore and sld tailings to mills
Crade ore to
Conceniraies smelters
Tetal ore, smelted and re-
State old tailings, Recover-| coverable metal
ete. treated able in
short tons) | Short fons | bullion
{fine | Conecen- .
ounces) | irates | Finme |[Shert fons| Fine
(short | oumees ounces
tons)
‘Western States and Alaska:

Alaska, 19, 747 19,719 971 6 26 28 5
Arizopa. = 40, 357, €84 | = 39, 605, 855 2,337 11,337,628 | 77,302 751,639 | 35,092
Califorpia ... 231, 517 221,030 | 83,595 8,615 | 13,158 10, 487 941
Colorado. 973,177 868,655 | 58,056 | 114,845 | 24,881 04,522 | 10,754
Idaho. 3 1, 980, 962 1,836, 190 1,438 | 210,667 | 4,499 124, 772 615
Montana. 5,104, 288 4,974,478 516 | 429,171 | 17,402 129, 809 4,213
9, 843, 202 8,744,828 | 21,761 | 262,426 { 34,384 08, 374 5, 676
8,781,098 8, 872, 467 48 | 200,928 § 2,888 198, 631 488
2,816 2,872 | 251 68§ 1,265 44 12

3,600, 783 1,600, 784 | 541, 445 i
1 . o LI I,
Utah_ o ___ 24,857,164 | 24,620,983 ... ___ 835, 157 {396,928 2386, 181 6,473
Washington._.____ 1, 552, 141 1,499,340 4,912 69, 845 | 40,710 52,792 | 22,000
Wyoming_ . ________._ 1,445 1,420 317 1 88 25 2
Total..._____________| 93,285945 ] 91,668,631 | 716, 547 |3, 471,456 613,626 | 1,617,314 | 85272
States east of the Mississippi.| 49,476, 869 3, 476, 748 552,412 | 1,934 21 f .-
Grand tofal____________} 102,762,814 | 101,145 379 | 716,547 |4, 033, 863 i615, 560 | 1,617,435 | 85,272

1 Missopori excluded.

3 Excludes 3,127, 298 tons of ore leached from which no gold or silver was recovered.

3 Tneludes 111,689 tons of 0ld zing skag,

1 Excludes magnetite-pyrite ore from Pennsylvanis. Includes material classified as fluorspar ors mined
in MNlinois and Keantueky.
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’llABLE 11.—Gold produced at amalgamation and cyanidation mills in the United

States and percentage of gold recoverable from all sources, 1945-49 (average)
and 1950-541

Bullion and precipi- .
tates recoverable Gold from all sources (percent)
(fine ounces)
Year
Amalga- Oyanida- Amalga- | Cyanida-| Smelt-
mation tion mation tion ing 2 Placers °
1945-49 (average) .- 314,306 | 231,021 18.2 13.4 38.5 29.9
1950. _| 547,118 [ 300,783 22.9 12,6 39.0 25.5
1951 445,466 | 224,968 22.5 11.3 41.4 24.8
1952. 422,087 | 256,787 22,3 13.6 41.6 22,5
1953, 467,561 | 265, 552 23.9 13.6 41.7 20.9
1954 420,558 | 286,989 23.4 15,6 38.1 22.9

1 Includes Alaska.
2 Both crude ore and concentrate,

TABLE 12.—Gold produced at amalgamatlon and cyanidation mills in the United
States in 1954, by States

Amalga- | Cyanida- Gold from all
mation tion sources in State
(percent)
State Bullion

Bullion re- | and pre- .
coverable | cipitates | Amalga- | Cyani-

(fine Tecover- mation | dation
ounees) able (fine
ounces)
Westem States and Alaska: o
_________________________________________________ 71
.A.rizoua_- - - 8
Califormit. oo oo e 51, 649
Colorado 10,111
TAahO. oo 1,438
Montana
Nevada....-... 735
New Mexico_ 48
Orego:

251 -
363, 831 177,614

South Da.kota
Washington .« oo oo 4,912
YOMUDE - o et e et e e m e | e
OB e e e e 429, 558 286, 989
States east of the MissiSSiPPI- « e coce oo oome e ec e e e e e
Grand total _— — 429, 558 286, 989

PLACERS

Productlon of placer gold in the United States rose 3 percent to
419,900 ounces in 1954 and accounted for 23 percent of the domestic
total output. Among the placer gold-producing areas, gains were
scored in California, Idaho, and Nevadsa; and drops were reported in
Alaska, Colorado, and Ore oon.

Of the domestic 1954 productlon of placer gold, 85 percent was
recovered by bucketline dredges. The total quantity of gold re-
covered by bucketline dredges in the United States to the end of
1954 is recorded as 23,281,018 ounces, of which 13,577,000 ounces
was produced in Cahforma 6,937,000 in Alaska (some from single-
dipper dredges and hydrauhckmg), 787,000 in Montana, 708,000 in
Idaho, and 1,336,000 in other States.
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TABLE 13.—Gold production a2t placer mines in the United States, by cless 0&
mine and method of recovery, 1894549 (average) and 1950541

Gold recoverable

Katerial
MFines | Washing ted
Olass and method prodme- | planis {cubic Average
ing {dredges}| yards) Fine Walue value per
oumees cubie
yard
Burfece placers:
Gravel mechanicalty handled:
Buocketline dredges:
294548 (ATerage) e ome o 53 71 {100, 140, 841 | 408,141 |$14, 284, 842 26,143
950, 43 63 |108, 230,389 | 482,939 | 17,252, 865 <159
36 568 93 214, 943 | 404,305 | 14,150,675 .152
37 56 IBS, 040, 758 | 358,492 | 13,547,220 L1T8
21 41 | 65,313,835 | 243,132 | 12,009, 620 .184
4 22 44 | 62, 082,120 306 018 | 12, 460,630 201
Dragline dredges:
1945—49 (awerage) ——meoee—- 24 42| 5,619,354 30,136 | 1, Da4, 760 .188
135l bR 21 4, 623,474 032 126 159
25 23§ 2 2342 647 8,820 308, 00 132
16 161 1,938,587 8, 517 208, 493 154
14 13 , 2,453 85, 855 L1386
15 15 i, 4,184 146, 440 284
Becker-Hopkms dredges:
194540 (average) 1,000 [ 24 J224
1950-54.
Buction dredges:
1945—49 {average).——_.__. 7 7 26,001 549 19,222 200
950. 17 14 263, 800 1,422 49, 770 183
13 9 180, 508 7 25,095 .139
8 9 74,100 305 10, 575 | .144
7 8 87,700 H1 18,935 136
3 3 3,800 53 1,855 .488
N’onﬂoatmv washing plants:
194548 (average} _________ 49, 34 1,727, 208 432
1950. 85,932 | 3,007, §20 .353
9,502 ; 2,435,720 .346
54,866 | 1,920,310 A8
58,205 | 2,040,325 . 508
52,491 | 1,837,185 L6183
Grawel hydrauhcaﬂy handled:
184549 {averaga) . eeaoeeo 21, 849 ‘764, 708 A3
950, 4,342 151, 970 L2338
3,460 121,100 470
1,328 46, 410 . 356
1,923 67, 305 153
2,079 73, 765 . 282
427, 385 B, 779 237, 278 . 555
250 261, 562 4,856 169, 960 .650
mﬁl 148 99, 802 3,106 108,714 1088
Lt 118 101,152 2,598 50, 930 . 898
1953 139 152, 565 2,534 88, 690 . 581
- 1954 12 171, 780 3,248 113, 680 . 862
Ty
194549 {average) 2 3,414 148 5,178 | 1515
1950 i 2, 200 88 3,080 | 1400
1951 4 550 27 045 L1718
1952 -
1953 3 9, 875 103 3, 605 . 365
054 _____ 3 805 78 2,730 2.017
'Unﬂerg:umd placers {
94;.-49 (average) 27 9, 788 £12 17,913 31828
______________________ 34 12,780 202 28, 070 2.195
1951 19 4, 2¥5 498 17, £30 4977
1952, 11 4,370 159 5, 565 L2753
Lo SR 13 3,78 172 6,020 1.503
1954 23 9,130 304 0, 640 1,165
‘Unelassified placers:
915—49 {aversge)
1956-53
1954 271,476 2 51,660 =
Grandl total places:
945—49 (avera're)-_.___-___. & 85] 112,131,470 | BR7, 469 | 18,111 429 162
______________________ 847 |.______._]122 563,739 | 61,413 | 21,359,455 175
195! 413 103, 150,085 | 490,525 | 17,168,375 158
1852 e 331 76,982,468 | 426,263 | 14,919,205 g2
1958 __ 373 ‘70,686,968 | 408,953 | 14,313,355 <202
054 . 308 |__________ 66,053,805 | 418, 831 | 14, 697, 535 . 228
1 Inclades Alaska.

3 Included in total of gold recoverable and value, but not computed into average value per cubie wand.
14 minensing more than 1 method of recovery is connted bal, ones in arriving at total for all methods.
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The gold-placer-mining method second in importance in 1954 was
nonfloating washing plants, with mechanical earth-moving equip-
ment for gravel delivery. Dragline dredging, small-scale hand
methods, and hydraulic mining were in third, fourth, and fifth places,
respectively.

Alasks supplied 59, California 33, Nevada 4, Idaho 2, and Oregon
1 percent of the United States placer-gold yield in 1954. Alaska led
in recovery by bucketline dredging, nonfloating washing plants, and
hydraulic mining; and California in dragline dredging, small-scale
hand methods, and underground placer mining. A small output by
dry placer mining was reported in 1954 by Arizona and New Mexico,

Table 13 shows the placer gold produced in the United States,
classified by mining methods, in 1950-54. Additional information
on placer mining may be found in the State reviews of volume III.

REFINERY PRODUCTION

Table 14 contains official estimates of gold production in the United
States made by the Bureau of the Mint, based upon arrivals at United
States mints and assay offices and at privately owned refineries. The
mints and assay offices determine the State source of all newly mined,
unrefined material when deposits are received. The State source of
material received by privately owned refineries is determined from
information submitted by them and by intervening smelters, mills;
etc., involved in the reduction processes.

TABLE 14—@old refined in the United States, 1945-49 (average) and 1950-54,
and approximate distribution by source (State) in 1954, in fine ounces

i [U. S. Bureau of the Min{]

State or Territory Fine ounces State or Territory Fine ouneés

1945-49 (AVETALE) oo cc e o cecmae oo 1,700, 799
1950. -

2,288,708 3, 500

1051 1,894,726 80
1952 1,927,000 7,100
1953 1,970,000 1,320
1954: 543, 500
259, 800 Tennessee. 230

Arizona. ... 114,000 Utah 410, 230
Californis. 236,000 Vermont.__..___ 180
Colorado...- - 96, 800 Washington 68,000
Idaho._.... - ;ﬁ, ggg Wyoming 250

80,000 Total-. 1,859,000

CONSUMPTION AND USES IN INDUSTRY AND THE ARTS

Gold has been used for coinage in most nations of the world for
centuries. Since about 1933 gold coins have been withdrawn from
circulation almost universally, and the use of gold mostly as a reserve
in the form of bullion to give stability to paper currency and for settle-
ment of international balances has become its chief monetary function.

The popularity and uses of gold for jewelry and allied articles are
well known; the esteem in which gold 1s held is explained largely by
its attractive color and freedom from ordinary corrosion. In addition
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$o the natural yellow gold, white, green, blue, and purple gold ean be
produced by alloying with other metals. Varying proportions of
silver, copper, zine, nickel, or palladium added give white gold;
cadmium, green %old ; iron, blue gold; and aluminum, purple gold.
. Numerous articles are prepared by covering their surfaces with gold,
in which several processes are used, including electroplating and gold
filling. By the latter process gold sheet is soldered or welded to &
block of ordinary metal, and the whole is rolled to the desired thick-
ness; the gold coating remains in the same proportional thickness to
the other metal as in the original block. Articles eoated with the
thicker coverings of gold have high wearing gualities.

TABLE 15.—Gold produced in the United States, 1792-1954 1

Period Fine ounces Valme ®
F702—1847. 1,187,170 §  $24, 537, D00
I848-73__ 50, D21, 278 | 1,240, 750, 000
1874-1954. .| 230,838,723 | 5, 676,135, 080
Total 202,027, 171 | 6,941, 482, 830

 Tpetudes Alaska. From Report of the Director of the Mint. '"The estimates for 1792-1873 are by R. W.
Raymond, Commissioner of Mining Statistics, Treasury Department, and since then, by the Director of

the hing.
2 Gold valzed in 1934 and thereafter st $35 per fne ounce; before that date, st $20.6731 per fine cunce.

. Goldleaf is used for window signs, printing titles on books, and
decorating picture frames and many other articles. In making gold-
leaf the extreme malleability of gold is utilized. * Most goldleaf is
prepared by hand hammering the metal in “geldbeaters’ skin™ to a
thickness of abou$ five-millionths inch ; around 250 square feet of leaf
-ean be obtained from 1 ounce of gold.

Because of its excellent workability and resistanece to mouth secre-
tioms, gold is widely used in dentistry, principally as denfel fillings,
dentures, and wires.

Based on its resistance to corrosien and other chemical action, gold
finds some application in industry. Gold alloy is used for hairsprings
of marine chronometers, in galvanometers, and in various ofher
delicate instruments. Gold and gold alloys, both in massive form and
s lining of other metals, are used considerably for laboratory ware
-and eguipment in chemieal plants.

The net absorption of gold in the arts and industry in the United
States in 1954 equaled about 69 percent of the totel new gold produced
from domestic mines during the year.
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'industria.ll consumption of gold in the United States, 1945-49
(average) and 1950-54

[U. 8. Bureau of the Mint]

;ABLE 16.—Net

Gold (dollars)
Year ’ o
Issued for Returned Net indus-
industrial | from indus- | frial con~
use trial use sumption -
194549 (average) 135, 371, 397 42, 299, 437 03, 071, 960
1950 . - 134, 587, 773 36, 742, 020 97,845, 753
1951 -.| 105,012,004 35, 535, 115 69, 476, 979
1952 - - 127, 189, 489 30, 838, 949 96, 350, 540
1953 - ---| 112,379,041 37,379,041 75,000, 000
1954, I 78, 266, 265 33, 823, 266 44, 443, 000

1 Including the arts.

PRICE AND MONETARY STOCKS

Since January 1934 the price of gold at the United States Mint has
been $35 per fine troy ounce. )

According to information published in the Federal Reserve Bulletin,
gold holdings of the United States Treasury dropped $317 million
from $22,030 million on December 31, 1953 to $21,713 million on
December 31, 1954. Most of the decline took place in the latter part
of the year. The net outflow was due in large part to foreign aid
programs of the United States Government. Total world gold
reserves are not positively known, since reports of some countries are
not received. However, the Federal Reserve Board estimated that
the world monetary reserves of gold rose to $37,350,000,000 in 1954,
exclusive of holdings of the Soviet Union.

FOREIGN TRADE °

The excess of exports over imports of gold that prevailed in 1950
and 1951 was replaced by an excess of imports over exports in 1952
and 1953 and again in 1954. Imports of gold plus domestic output
exceeded domestic net consumption in 1954, and gold stocks thus
increased.

TABLE 17.—Value of gold imported into and exported from the United States,
1945-49 (average) and 1950-54

[U. 8. Department of Commerce]

Excess of im-
Imports Ezports ports over ox-
ports L

1945-49 (average) $1, 091, 766, 733 $204, 076, 640 $887, 690, 093
1950 162, 748, 661 534, 035, 794 -371,287,133
1951 . 81, 258, 502 630, 381, 566 —549, 123, 064
1952 . 740, 254, 160 55, 921, 206 684, 332, 954
1953 47,024, 515 44, 808, 300 2, 216, 215
19564, - 37, 852, 514 21, 293, 551 16, 558, 963

1 Excess of exports over imports indicated by minus sign,

€ Figures on imports and exports eompiled by Mae B. Price and Elsie D. Page, Division of Foreign
Activities, Bureau of Mines, from records of the U. S. Department of Commerce.
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TABLE 18.—Gold imperted into the United States in 1254, by countries of origin
[0, 8. Department of qumgree]

MINERALS YEARBOOK, 1654

i

- Ore and base bullion Buillion, refined
) Forelgn
Couniry of origin coin
. Troy Walue Troy Walue {w=lue}
ounees ounces
~North America: c
Bermuda. 35 $1,225
Canad; 330, 241 | 11,847,503
Cuba. 677 23, 676
" Ed Salvador. B, 310 185, 869
Guoatemala i 35
- Honduras 26,489 §25, 119
Jexico_ 101,445 | 3,535,619
Netherlands Antilles .. _______.. 7 240
- . Nicass —— 87,387 | 3,002,543
Pz N 309 10,832
Total 560,801 | 19, 582, GBL 20,060
Sonth Axserica:
Bolivia_. 71 23,472 214,313 | $7, 500,048 |__________
Brazil_ 1,026 36, 265
British Guiana 13,830 487, 576
i 20, 228 707, 406
Jomebiz___ 17,425 607,384
Ecuador 17,389 60L 571 | e __
Pera___ 42,183 | 1,470,068 43,836 | 3,533,864 |__________
i 3] 253 8,
Total 113,110 | 3,946,110 258,149 | 5,034,812 _________
Europe: . 1
Belgiom-Luxembowrg. o ________ 128 4,327 17 6,085
nee. 73 2, 550
Crecee. 32 3,220
NoTway, 30 1,036
Portugal ._____________ 19,569 691, 586
Switzerland._.__ 115
Porkey._ . 1,318 46,065
United Kingdom 3,832 106,301 48 1,800 |
Total 21, 543 855, 200 222 LIS Jo o
Asiar
- 629 22,000
Japan e 22 770
Philippines 112,004 | 3,912, 630
Toteal - 112,655 [ 3,935.400 |___ .
Afriea: - ]
British Bast Afriead ... ______. 224 7, 840
TFederation of Rhodesia and Nyasaland 1_ 3,338 136, 532
Union of Sonth Afriea___ ... 6% 2,140
Total ____ 3,623 126,772 ¥ ool
QOceania: Aostralia . ______ . 7,852 274, 495 1,950 69,289 | _________
Grand tofal_ .o | 822,684 | 28,720,638 260,321 | 9,111,876 20, 000

1 Efiective July 1054 Nyasaland excladed from British East Africs and combined with Northern and

Sonthera

Rhodesia as Pederation of Rhodesia and Nyasaland,
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TABLE 19.—Gold exported from the United States in 1954, by countries of

destination

[[f. S. Departméqt of Commerce]

Orée-and ‘base bullion Bullion, refined
Foreign
Country of destination coin
Troy Value Troy Value (value)
ounces ounces
North America: ‘
Canada.. ..o ooeoiiciCaaae |l SR, (R, 20, 550 $720,492 | $1, 939,045
.. Cuba... 1,166 [occocemmnaan
E1 Salval 565,002 | cevuernaaan
HonAuras. - oo oo o e o ccccm e [ e e 2,017
Panama.. ; i 4,978 |
B 7| - 36,872 | 1,201,638 1,941,062
South America: '
Brazil. - 217 7688 [ooccceoeeee
Chile_- JRORSCSA RN MR 1,612 56,380 |- oooaoooo.
Venezty 56,635 | 2,007,986 |.ccocmcmnaen
Totalemmee oo - P PO, 58,464 | 2,071,954 | ___________
Europe: ) .
Belgium-Luzembourg.. - 95 3,340 |omocmaonee
Germany, West - 14, 863 527,021 ool
Porfugal __ 21,893 766,495 | _____ ...
Switzerland _ 412 16,223 | oemcene
Turkey . N S O 1,711 59,895 | _aooooos
Unlted Kingdom - 3,495 $122,343 1,692 59,800 | .
Total . el 3,495 122,343 40,666 | 1,432,274 |-
Asla:
Lebanon. .o eaae 251,265 | 8,794,260 [__________.
Philippines.. e 103,195 | 5,640,020 { . _.______
Total..... 354,460 | 14,434,280 |-ocoooo-—.
Grand total 3,495 122,343 490, 462 | 19. 230, 146 1,941, 062
5,000 -
[ Excess imports ;
4,000 !
% 3,000
3
[~}
z
2 2,000
-
=}
H
1,000
° =N
£xcess exports - .
hoooloevaand oo be v bl bo e Loy b by Lo n i b
1900 1905 1910 1915 1920 1926 1930 1935 1940 1945 1950 1955 1960

Figore 3.—Net imports or exports of gold, 1900-54.
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WORLD REVIEW

The world output of gold rose 4 percent in 1954 compared with
1953, owing mostly to gains in Union of South Africa and Camada.
The 1954 output was 7 percent under the average for the 5 prewar
Fears 1936—40.

According to the Bureau of the Mint, the world output of gold
from 1493 to 1954 was 1,820,108,100 fine ounces wvalued at
$47,483,110,800. It has been estimated that, of the total gold
outpui of the world, governments and central banks held 60 percent
and private interests 25 percent and that. 15 percent has been lost
or dissipated.

Australia—With a 4-percent gain in 1954, Australia’s gold output
rose for the fourth successive year; over 75 percent of the total
was produced in Western Australia. A subsidy to provide Govern-
ment aid to the gold-mining industry was adopted in 1954, by which
mining companies received three-fourths of the excess of the average
cost per ounce of gold over A£13 10s. ($30.51) to & maximum payment
of A£2 ($4.52) per ounce.

I

40

w
2]

30,

25

20

MILLION FINE QUNGES

A
WA
S ] 3 :
B e e N e e sl

1800 18G5 1910 1915 1920 1925 1830 933 ° 1990 1245 1950 1955 1960

Fieure 4.—World production of gold, 1900-54.
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TABLE 20.—World production of gold, 194549 (average) and 1950-54, by
countries,! in fine ounces 2

(Compiled by Pauline Roberts and Berenice B. Mitchell)

Country ! 194549 1950 1951 1952 1953 1954
(average)
Nortk America:
United States (including
Alaska) 8. .. 1, 698, 101 2,288,708 | 1,894,726 | 1,927,000 { 1,970,000 1, 859, 000
3, 257, 656 4,441,227 4,392, 751 4,471,725 4, 055, 723 4, 366, 440
1,535 115 1 - ——
1,584 6,915 835 881 1,181 677
434 475 411 332 oo
gg 397 4 3 1
ur: 186, 283 36, 545 31, 216 31, 967 47, 523 20, 429
Nicaragua (exports)... 212,072 229, 206 251, 160 254, 675 261, 899 232,212
Papama._.o....o_e.. 42,131 1,118 897 e
Salvador (exports).... 19, 390 29,053 27,097 27, 682 23,359 5. 326
Mexico 431, 540 408,122 394, 007 459, 370 483,483 386, 870
Total s 5,640,800 | 7,441,900 | 6,995,100 | 7,173,600 | 6, 843,200 6,871, 000
South America:
Argentina 6. ... . ______ 7,084 8,000 8,000 8,000 8, 000 8,000
Bolivia. vveaeeo 16, 583 7,716 3,200 10, 770 22,923 614, 388
Brazilé . ___________.. 178, 920 195, 500 200, 000 130, 000 180, 000 180, 000
British Guiana._._._______ 20, 202 12, 366 13, 485 22,237 19, 247 26, 938
ile. .. 186, 276 192, 390 174, 868 177,054 130, 693 124, 970
Colombia. ... ... __ 404, 326 379,412 430,723 422,231 437,297 377,466
Beuador. oo 76,374 96, 403 12, 601 24,294 29, 239 18, 479
French Guiang...________ 16, 738 12,249 12, 056 , 231 2,576 1,512
Peru._... 134, 394 127, 458 144,765 130, 944 140, 228 147, 298
Surinam. , 530 4, 546 6, 494 6, 134 6,482 6,771
Uruguay. 6200 foommemcmmemafunman - [N P
‘Venezuela 51, 667 34,462 2,861 4,797 27,304 56, 074
1,097,300 | 1,070,500 | 1,009,000 995,000 | 1,004,000 962, 000
81,400 é’) ) M ™ V]
§ 2,400 7; ) (0] @) (
1,904 ( 7) 0] O] Y
10, 230 8,198 18, 069 19, 741 19,483 16, 976
46, 711 63, 755 68, 127 68, 706 58, 000 (&)
6 600 Q) ] V] Y (7;
6 890 61,500 1,498 2,009 6,398 g
& 1, 500 Y ) 7) Y ]
10, 070 10,674 12, 089 14,854 12,153 5,208
8, 925 15,465 18,358 17, 940 14, 854 15, 794
89, 716 Y ) ® 7 U]
10, 032 13,217 12,777 8,944 8,263 Q)
80, 942 78, 866 70,474 65, 877 88, 254 110, 277
6,400, 000 | 8,000,000 | . 9,500,000 | 9,500,000 | 9,000,000 9, 000, 000
22, 660 42,760 21, 36, 36, 620 (@]
6,700,000 | 8,400,000 | 9,800,000 | 9,900,000 | 9,400,000 9, 400, 000
105 150 173 43 647 107
8 51,150 108, 000 100,000 | €100,000 { 6 100,000 Q)
163, 296 196, 925 226, 364 253, 264 223,020 240, 708
19, 800 42, 000 7 7 7 [©)
62, 800 135,180 177, 521 200, 935 228, 255 237,272
200, 000 Y Y} ® ®
{ ? 244, 600 } 14,854 7,620 18, 647 15,882 52,406
5,975 18,436 17,018 19, 806 18,283 20, 955
115, 329 333,991 393, 602 469, 408 480, 625 416, 052
506 1,440 931 84 442 531
55, 761 66, 202 73,104 69, 304 81, 566 34, 298
9, 980 30, 446 30, 511 33,147 24, 821 21, 541
6 2,400 ® Q) ) o
732, 000 1, 150, 000 1, 290, 000 1, 430, 000 1, 440, 000 1, 440, 000

See footnotes at end of table,
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TABLE 20.—World production of gold, 194549 {average)} and 1950-54, by
couniries,! in fine onwnces 2—Continned

Comntiry ! 194549 1950 1951 1952 1053 1954
{average)
Afriea:
Angola .. _________ 499 201 61 49 20 ) 36
Bechu - 6, 261 483 1,109 1, 216
Belgian Congo 19 322,671 339, 415 352, 308 368, 737 371,020 365, 490
07537 1 T, 3,759 10, 724 16, 469 17,059 14,234 17,387
Pritrea 2,738 1,042 675 699 1,363 L
Ethiopia____ ... 44, 357 43, 524 32,937 27,201 26, 696 33,804
French Cameroon._._____ 11,876 7, 1 5,422 2,604 1,022 636
French Equatorisl Afriea. 67, 760 54,996 52,848 51,655 54, 380 45, 307
French Morocco 624 119 2,069 4,051 2,533 3, 5t
French West Africa..__ 35, 858 1! 96, 00D 5,708 1,608
Gold Coast oo 606, 639, 441 698, 676 652, 460 730, 963 87,075
t Kenya___ ——— 26, 774 22,945 19, 765 10, 210 9, 603 6, 607
Tiberia oo 14,192 11,025 $ 129, 806 512949 863 1,135
Mad - 3,115 1,935 1,951 1,784 1,640 1,363
Mozainbi 5,258 997 861 831 1,034 2027
- Nigeria 4,121 2,238 1, 566 1,348 689 30
Rhodesia and Nyasaland,
! Federation of:
. Northern Rhedesia 18 2, 050 1,432 857 2, 523 3,308 2,654
Sonthern Rbodesia 535, 638 511, 163 486, 007 486, 731 501, 057 535, 852
Sierra Leone____ - 1,518 48 , 261 2,638 1,458 2,251
Sonth-West Africa - 134 J——
Sudan 3,342 3,508 1,495 1,545 2,175 62,000
Swazitand 4,017 1,794 322 1
Tanganyiks_ _____________ 1 54, 611 65, 127 65, 583 64,693 89,386 72,212
Tganda (exporis)... - 1,529 509 223 201 511 568
Union of Sowth Afriea_..| 11,728,394 | 11, 663, 713 | 11,516,450 | 14,818,681 | 11,840,616 | 13,237,119
Total e 13,487,000 | 13,535,000 | 13,275,000 | 13, 570,000 | 13,740,000 ; 15,120,000
Oceania:
Commonwealth_ ______ 839,112 867,837 885, 551 980,435 [ 1,075,181 1,117,077
New Guinea._________ 47,893 80,089 94,085 122,431 120, 568 88, 195
Papuac . ens 233 788 248 149 141 318
Fiji. 93, 763 103, 421 93,635 98,282 | 76, 978 8 75,000
New Zealand_...._____.__ 107, 734 76, 527 75,115 5,151 38,656 41,713
Total . aean 1,088,635 | 1,198,672 [ 1,158,634 [ 1,240,428 | 1,311,516 1, 320,000
World total (estimate)..| 28,750,000 | 32,700,000 | 33,500,000 | 34,300,000 | 33,700,000 | 35 100,000

1 Figores used derived in part from American Burean of Metal Statistics. For some countriss accurate
Tes are not possible to obtain owing to clandestine trade in gold (as for ezample, French West Africa).

2 “T'his table incorporates a nember of revisions of data published in previons Gold chapters.

3 Refinery preduction. Excludes produetion of the Philippines.

4 Imports into United States.

¥ Data not available; esfimaie inclunded in folal.
& Qutpnt from T. S. 8.R. in Asia included with T. 8. S.R. in Europe.
ﬁ_‘ Production is believed e have deereased because of a probable diversion of foreed labor inte other activ-
fes.
- B ncludes Reanda-Urandi.
H Estimate based on reported production.
12 Year ended September 30 of year stated.
4 Frelnded is vield from Nkana mine-refinery slimes: 1946-49 {average), 2,278 cuneges; 1850, 1,206; 1951, 755;
1852, 2,503; 1933, 2,999; and 1954, 2,516.

Canada.—Due largely to termination of labor strikes that had
closed some mines for long periods in the latter part of 1953, Canada
gained 8 percent in gold production in 1954. Canada was exceeded
m gold ocutput only by Union of South Africa and (probably)
U.S. 8. R. For many years, gold was the leading mineral in Canada
in output value, but in 1953 gold was forced into fourth place, exceeded
in order by petroleum, nickel, and copper, and this same ranking
continued for 1954, Mining was handicapped by rising costs for
labor and supplies and by lower revenue realized for gold because of
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the over-par exchange value of the Canadian dollar in relation to the
United States dollar. On the other hand, gold producers were aided
by the Canadian Government under the Emergency Gold Mining
Assistance Act, through subsidy payments as determined by formula,
All straight gold producers received cost aid in 1954, with payments
averaging $4.30 per ounce of gold output.
* The total gold output of Canada in 1954 was 4,366,440 ounces, of
which British Columbia produced 6 percent, Manitoba 3, Northwest
Territories 7, Ontario 54, Quebec 26, Saskatchewan 2, and Yukon 2,
and Alberta, Newfoundland, and Nova Scotia together less than 1.
Of the total output of 1954, 2 percent was obtained by placer mining,
12 percent as a byproduct of base-metal mining, and 86 percent from
straight lode-gold mining.
. Colombia.—Colombia was the leading gold-producing country in
South America by a wide margin; most of the output was obtained by
placer mining. Gold production dropped 14 percent in 1954 compared
with 1953. Three foreign companies produced 81 percent of the
total; several small operations were shut down because of rising costs.
As an aid to small gold-mining companies (defined as those whose
gold production in the first half of 1953 did not exceed 180 fine ounces
of gold) the Colombian Government authorized in 1954 a reduction
in the production tax on gold and a premium payment to those who
sold their gold to the Bank of the Republic at the official price of $35
per ounce. '
Philippines.—Gold production in the Philippines dropped about 14
percent to 416,100 ouncesin 1954. 'The decline reflected the depressed
condition of the gold-mining industry because of rising costs, despite
action by the Government in 1953 exempting gold mines from various
taxes. Efforts in 1954 by the Philippine Gold Producers Association
to obtain further relief led to enactment of the Gold Subsidy Law in
September. Under this law the Gold Subsidy Board had authority
to promulgate rules and regulations and to determine the benefit
allowable to each operator. :
Union of South Africa.—A 6-percent increase in tonnage of ore
milled, with an average grade 4 percent higher, led to an 11-percent
gain in gold production in Union of South Africa in 1954; improve-
ment in the power and native labor situation also was a factor.” In
the new gold field in Orange Free State 4 mines reached a preliminary
production stage in 1954, making a total of 8; 5 additional mines were
still under development. Production in the new field increased 154
‘percent to 1,095,540 ounces in 1954, with most of the ore treated still
coming from development workings. To the end of 1954 develop-
ment on the Basal Reef in the new field totaled more than 1,500,000
linear feet. Reef exposures in most mines showed a higher gold
content than was indicated by the original drilling results.
Interesting figures on production to the end of 1953 and estimated
iultiure 8production of Union of South Africa were published, as
ollows.

" Mining Journsal, Improved Labor and Power Supply Eases Productlon Problems in South African
Mines: Vol. 243, No. 6218, Oct. 22, 1954, p. 450. i

8 Stokes, R. S. G., Future Resources and Problems of the Witwatersrand Goldfield: South African Min.
and Eng. Jour., vol. 65, pt. 1: No. 3205, July 17, 1954, pp. 761—771.
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Produoeiion o date Future produe- Final aggregate

tion

‘Tons Qunces | Average | Tons | Oumnees| Tons {Ounces|Average
gold dwt. milled | gold | milled | gold dwt.

(millions) | (millipns}| per ton) | (mil- | (mil- | (mil- | (mi- | (per -
lions) | Mons) | lions) | lions) ton)

0ld Rand (Randiontein- |

E. R. P. M) 1,138, 2840 5.0 285 1 474t 1,423 332 4.7
Far Bast Rand. % 205.0 5.6 207 56.8 | 1,083 262 51
West Wits-Klerksdorp... 13.3 6.0 &858 | 208.0 595 216 7.3
Qrapge Free State._..._. 7 140 T2 2246 725 225 6.2

Total 503.9 523 | 1,855 | 5318 | 3,76 | 1.035 5.8

1 Grade lowered by dilution in early stages of produetion.

Production of byproduct uranium from geld mining in Union of
South Africs advanced substantially in 1954; this was reflected in
declared uranium profits, which increased fourfold to more than £8
million. Tt was demonstrated that at some properties additional
revenue from vranium would permit mining ore containing Jess gold.
Further information on the production of byproduct uranium from
geld mining in Union of South Africa will be found in the chapter in
this volume on Uranium.

TABLE 21.—Salient statisties of gold mining in the Union of Scuth Africa, 18945-49
{average) and 195054

{Transvaal Chamber of Mines}
194549 1950 1951 1952 1953 1954
{average)
Dre milled (tons)..___ 56, 340,930 59,515,200 58,645,800] 60,500,000 58 772000 62,534,560
Gold recovered (fine |
............. 11,722,396 11,663, 713! 11,516,450 11,818,681 11,440,830 12,682.323

per ton) . oono-- 3. 9891, 3. 759 3. 756 3.'787 3. 893 4088
Working revenusz. L £100, 126,810/ £139, 491, 029) £137, 294, 860| £141, 271, 310| £142, 198, 156 £158, 630, 787

Working revenue per

25 T 35s. 6d. 46s. 11d. 46s.11d | 47s.1d. 485, 5d. 50s. 11d.
Working eost_———-___| £72,644,532)  £97,9056,643| £93, 494, 860| £102, 525,003 £3107, 306, 856] £120, 435, 001
Working cost per ton

ofore. ... 25s. 10d. 20s. 7d. 31s. 104 3ds. 2d. 36s. 6d. 38s.8d.
Working cost per punce|

of metal .. _._.____ 128s. 4d. 157s. 3d. 168s. 8d. 181s. 6d. 187s. 7d. ER3s. 11
Working vrofit___..___ £27,481.270| £51,534,386) £44,157,05¢ £38.746,307 £34,801,200] £38 195,786
Working profit per ton_ 9s. 8d. 175.4d | 15s.1d. 12s. 114, 11s. 1id] 12s.3d.
Premiom gold sales__ || el £3,600,124) 21,934, 421 £12,999
Estimated uraninm | ]

£125,000: £ 228, 067  £8,105, 744

.';'87,851-3‘[ 319,804,928} £18,99¢ 307 £19, 646, 207

£22

£13,323, 227‘ £21 699, 544]

Jan. 1, 1943 to Sept. 19, 1949—$4.03 (approx. average).
after Sept. 19, 145—$2 80,

11
23
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Gold
By James E. Bell ! and Kathleen M. McBreen 2
2

EVERSING the downtrend that marked 1951 and 1952, United

States mine production of recoverable gold in 1953 rose 3 percent

over that in the preceding year. In some areas gold production
dropped because straight gold mining was curtailed further owing to
rising costs of labor and supplies or because of less activity at base-
metal mines that yield gold as a byproduct, owing to reduced prices
for lead and zinc. In other areas, however, gold production from
straight gold mining or yield of byproduct gold from copper mining
increased substantially, and resulted in the overall gain.

South Dakota was again the leading State in gold production in
1953, a position held since 1949. Utah, the leading gold producer in
the war years 1943—45, was again second in 1953, scoring a new high.
With its gold production declining steadily since 1947, California, in
first place in 194648, second in 1949, and third in 195052, was forced
into fourth place in 1953 by Alaska, which had ranked fourth in 1947—
52. South Dakota, Utah, Alaska, and California furnished 77 percent
of the total United States gold yield of 1953. Nearly all of the South
Dakota output of gold was obtained from gold ore produced at the
Homestake mine; the Utah production was principally byproduct
gold from large-scale mining of low-grade copper ore in the West
Mountain (Bingham) district; Alaska’s gold was almost entirely from
placer operations, mainly bucketline dredging; and the California
output was principally from straight gold mining, both lode and
placer. Of the domestic gold produced in 1953, 21 percent was re-
covered by placer methods, 37 percent by amalgamation and cyani-
dation, and 42 percent in the smelting of ores and concentrates.

Production of gold outside the United States was slightly less in
1953 than in 1952, with gains in the Union of South Africa and
Australia more than offset by drops in Canada and the Soviet Union.
The world production rate of gold in recent years has remained well
below prewar averages, .

In the Union of South Africa less ore was milled, but the average
grade was higher; the average profit from gold per ton of ore declined,
reflecting higher costs. Recovery of byproduct uranium in the Rand
gold field, which was begun late in 1952, increased substantially in
1953; the initial profits demonstrated that this source of additional
revenue probably would permit mining ore containing less gold.
Rapid development of the new gold field in the Orange Free State
continued throughout 1953, and 5 of the 13 properties in the area
had reached the production stage by the end of the year.

! Commodity-industry analyst.
2 Statistical clerk.



TABLE 1.—Balient statistics of gold in the United Siates,! 1944-48 (average) and 1949-53

1949

104448 (nverage) 1050 1951 1952 1083

Mine production, fine 6UNEeS oo oo 1, 530, 183 1,991,783 2,304, 231 21,980, 512 1,803, 261 1,058, 201
Ore (dry and siliceous) produced (short tons):

Gold ore 2, 501, 879 3,376,139 3, 684, 360 2, 606, 202 2,330, 160 2,198, 088

Gold-silver ore. .. 393 425 41 2 378 438, 461 868. 184 237, 211 1 668

Silver ore 311, 736 470 980 827, 349 402, 143 602, 208 555 050
Percentage derived from—

Dry ond 61160018 0T88u. vvuuvscacccraamccccanccam i nas 37 45 43 39 40 40

Base-metal ores.. .. 36 28 81 36 38 39

PINCOIB. o i iccaccccaanmcaaa 28 27 20 25 21
Net consumption in industry and the arts... $00, 763, 123 $108, 842, 471 $07, B45, 753 $60, 476, 970 $06, 350, .;40 $75, 000, 000
B8 E)aTh) i T NN ¥960, 256, 952 3771, 300 261 ‘5102 748 61 $81, 258 502 $740, 254 100 $47, 024, 518
L g9le) o e 1378, 035, 080 $84, 935, 078 $534, 085, ‘704 %030, 381, 566 $60, 021, 206 44, 808, 300
Monetnry atocks (end of year)s.. SRR R, $24, 427, 000, 000 | $22, 706, 000, 000 422, 695, 000 000 428, 186, 000, 000 $22, 030, 000 000
Price, average, per fne ouNes 4. ...cccaeonn. $36. 00 $35. 00 $35, $35. $36. 00 $35.
World pxoduehon, fine ounces (estimated). oo oomoueaeaiauaas 27, 760, 000 81, 000, 000 82, 700, 000 33, 500, 000 84, 200, 000 33, 600, 000

1 Includos Alnska,

2 Revised fgure.

3 Owned by Treasur
4 Price under authority of Gold Reserve Act of Jan. 81, 1

Department; privately held coin.uggo3 not included.

26671 ‘MO0IUVEL STYHHMNITT
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The United States Treasury continued to purchase gold at $35 per
fine troy ounce in 1953. Throughout all of 1953 except December,
there was a steady net outflow of gold from the United States, which
led to a decline in Treasury gold reserves of nearly $1,200 million.

Legislation proposed in 1953 in the United States included a bill to

increase the Treasury price of gold and another to permit free market-
ing of domestic newly mined gold. No action was taken by the
Congress on either bill during the year.
. Of interest was the appearance on world markets in the latter part
of 1953 of gold from the Soviet Union. It was estimated that about
1 million ounces of Soviet gold was sold on continental free markets.
Additional to such sales to private holders, it was persistently reported
by the press that perhaps as much as 2 million ounces of Soviet gold
was sold to the Bank of England, but such transactions were not
confirmed officially.

The litigation by some domestic gold-mining claimants to obtain
compensation for damages suffered through promulgation of War
Production Board Limitation Order L-208, which restricted gold min-~
ing during a period in World War II, was reported in the chapter on
Gold and Silver, Volume I, Minerals Yearbook 1952. Such damages
were under study by the United States Court of Claims during 1953,
but to the end of the year the findings of the Court Commissioner on
which test cases would be briefed had not been filed.

Propaganda for higher official national gold prices, based on raising
the United States Treasury price for gold ($35 per ounce), carried on
strongly in recent years by many gold producers and some foreign
governments, decreased markedly in 1953. Apparently it was felt in
some quarters that the beneficial effects to the gold-mining industry of
increasing the price of gold would shortly become nullified by the
inflationary effects that would follow; also, that the propaganda for
raising the price of gold was being poorly received by the American
public. The National City Bank of New York in its Monthly Letter
of April 1953, stated:

In all the theorizing about the price of gold, it would be well not to overlook the
very practical fact that only an act of Congress can change the gold parity of the
dollar. Not only has the President’s former power to revalue lapsed long since,
but—more important—in the Bretton Woods Agreements Aet of July 31, 1945,

whereby the United States joined the International Monetary Fund, it was
specifically stated that: :

“Unless Congress by law authorizes such action, neither the President nor any
person or agency shall on behalf of the United States * * * propose or agree to
any change in the par value of the United States dollar.”

In view of this country’s ample gold stock, its experience with inflation, and
the commitments by the new Administration to protect the buying power of the
dollar, it seems inconceivable that any alteration of the gold parity of the dollar

* would be approved.

PREMIUM PRICE OF GOLD

Developments in transactions in gold at premium prices and in
private hoarding of gold have been reported in the chapter on Gold
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and Silver of Bureau of Mines Minerals Yearbooks for the past several
Fears.

In September 1951 the International MMonetary Fund yielded to
growing demand to permit member gold-producing countries to
form their own regulations regarding the sale of newly mined gold on
the free market. The result of this action was that the quantity of
gold svailable for such disposal was greatly increased, and it was
estimated that in 1952 around 12 million ounces of new gold was
bought for private hoarding. Reacting to the more abundant supply,
however, the premium price of gold on the continental free market
declined in 1952 from about $39 per ounce at the beginning of the
wear t0 $36.75 in November.

The premium price of gold continued its downward trend during
1953, dropping steadily from around $38 per ounce in January to
$35 in November. In addition to the plentiful supply of newly
mined gold, other factors in the decline were lower buying power in
the Far East and the substantial sales of gold on world markets by
the Soviet Union. It was estimated the free gold markets absorbed
around 7 million ounces of newly mined gold in 1953.

An article analysing methods for stimulating gold preduction was
published in 1953.3

A forecast of free market prospects made In January 1954 follows:*

There are no visible factors at the time of writing likely to affect violently the
present level of free market prices. Supplies are more than adeguate for the
comparatively modest demand. Political and economic upheavals seem for the
time being 1o be less threatening and eertainly much less of an influenee on the
market than formerly; and finally, and perhaps most important, there appears
to be much less money available in those centres in which geld holding is fra-
ditionally favoured as a form of investment.

According to information available to the Buresu of Mines, the
quantity of “natural gold” sold in 1953 on the domestic open market
at prices higher than the United States Treasury price of $35 per
ounce was isignificant. Most of the “natural gold” was sold in
nugget form for use in making jewelry.

DOMESTIC PRODUCTION

Production of gold in the United States is measured at mines and
refineries. Both measures are tabulated by States of origin, but there
is a small annual variation between them, explained largely by time
lag. Over a period of years the deviations are found to be negligible.
Compared with the mine reports compiled by the Bureau of Mines,
the refinery reports compiled by the Bureau of the Mint in cooperation
with the Burean of Mines for the 49 years 1805-53 show a total
excess of gold of 38,531 ounces (a difference of (.02 percent).

3 MegTill, C. W., Peace and Gold: Mines Magazine, vol. 42, No. 3, March 1953, pp. 49-50. .
+ 8amuel Montaga & Ce., Ltd., Bankers and Bullion Merchants: London, Annual Bullion Review 1953,
page 6.
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TABLE 2.—Gold produced in the United States,! 1905-53, according to mine and
mint returns, in fine ounces of recoverable metal

Year Mine Mint Year Mine Mint
149, 391, 654 149, 645,851 |} 1952 _ . o ool 1, 893, 261 1,927,000
1,991, 783 1,921,949 ff 1953 . oooo_ 1, 958, 291 1, 970, 000
2, 394, 231 2, 288, 708
21,980, 512 1, 894, 726 Total 1905-563._. 159, 609, 732 159, 648, 234

t Includes Alaska,
2 Revised figure.

MINE PRODUCTION

Although mine production of recoverable gold in the United
States was 3 percent greater in 1953 than in 1952, it was 7 percent
lower than the average for the postwar years 1947-51 and only 40
percent of the alltime high established in 1940. Reflecting the
difficulties of high costs of labor and supplies in relation to the fixed
price of gold, production in most straight gold mining areas continued
to decline in 1953. The output of byproduct gold derived from
base metal ores also declined in some areas, owing to curtailment of
mining because of lower prices for lead and zine. On the other hand,
straight gold mining gained in Alaska and South Dakota in 1953,
and byproduct gold from copper ore rose to a new record high in Utah,
with the overall result that domestic gold production showed a
moderate increase.

All tonnage figures used in this report are short tons of 2,000
pounds ‘“dry weight”’; that is, they do not include moisture. Figures
in cubic yards used in measuring material treated in placer operations
are “bank measure’’; that is, the material is measured in the ground
before excavation. The weight unit for gold is the troy ounce (480
grains). The totals are calculated upon the basis of recovered or
recoverable fine gold shown by assays to be contained in ore, bullion,
or other material produced.

TABLE 3.—Mine production of gold in the United States! in 1953, by months

Fine ounces Fine ounces

JaNUATY - oo 129,108 || August. oo 178, 104
February.. - [ 130, 416 || September_ .. e 193, 540
March.._. [ 148,478 || October._________________._._ ... .. 187, 530
April 144,277 (| November_ __ ..o 178,117
165, 602 |{ December . eann 158,323

166, 837 —

183, 964 Total . .. 1, 958, 291

1 Includes Alaska.
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Fieure 1. Mine production of gold in the United States, 1949-53, by months,
in terms of recoverable gold.

Mines are grouped in two main classes—placers and lodes. The
placers are those in which gold and silver {and, in a few placers,
platinum)} are recovered from gravel as native metals or in natural
alloy. Except for such small-seale hand methods as those utilizing
the gold pan, the rocker, or the dry washer, all placer recovery
methods employ sluice boxes; methods are distinguished by the means
used for delivering the gravel to the sluices. Those methods where
gravel is delivered mechanically include bueketline dredging, dragline
dredging, and treatment in nonfloating washing plants of gravel
delivered by power shovel, dragline excavator, truck, slackline scraper,
or other mechanical means. In the hydraulic method the gravel is
mined irom the bank by & powerful jet of water; in some small-scale
hand methods the gravel is shoveled into sluices; and in drift opera-
tions the gravel is mined underground and delivered to sluices at the
surface. The lode mines are those yielding gold and silver frem ore
(as distinguished frem gravel), mainly from underground workings,
and, in addition to those worked chiefly for one or both of the precious
metals, inclide those that yield ore mined chiefly for copper, lead,
zine, or other metals but contribute the precious metals as byproducts.
As far as possible, the mine wnit used is not the operator but the
mining claim or group of claims.

PRINCIPAL MIMING DISTRICTS AND LEADING MINES

Lawrence County (Lead), S. Dak., which long had been the leading
gold producer in the United States, was surpassed in 1943—45 by the
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West Mountain (Bingham), Utah, copper district. In 1946 Lawrence
County regained the lead, a position held through 1953; the West
Mountain district has ranked second in this period. The Fairbanks,
Alaska, district gained third rank over the Grass Valley-Nevada City,
Calif., gold-ore district in 1952 and was again third in 1953. These 3
leading districts produced about 56 percent of the domestic gold
output of 1953.

Of the 25 leading gold producers operating in the United States in
1953, 8 were lode gold mines, 5 were placers worked by bucketline
dredges, 5 were copper mines, 3 were lead-zinc mines, 1 was a zinc-
copper mine, and 3 produced more than 1 type of ore. The entire
2? mines on the list supplied about 85 percent of the domestic output
of 1953.

TABLE 4.—Mine production of recoverable gold in the United States, 1944-48
(average) and 1949-53, by districts that produced 10,000 fine ounces or more
during any year (1949-53), in fine ounces!

1944-48

District or region State (ave)r- 1949 1950 1951 1952 1953
age
Lawrence County_.__._____.._____ 232, 968 1464, 650 |567,996 (458,040 1482, 511 | 534, 084
West Mountain (Bingham) Utah

283, 859 1286, 155 (428, 313 1407, 196 |417, 607 | 450, 882
Grass Valley-Nevada City. .. G 2 2 2 2 ®
American River (Folsom). do 71,335 | 98,435 | 91,260 | 86,867 | 973,366 | 65,275
Chelan County_._______ i 30,631 | 48,183 | 64,711 | 46,458 | 454,135 | 3 61, 469
Re ub]ic (Eureka)____ d 21,438 | 23,751 | 24,929 @ @) 3
41,872 | 38,703 | 49,878 | 60,065 | 59, 521 61, 093
43,;755 13, ;160 5,2779 27, 2699 48, 2527 51, 559
t3

€ @ ®
27,462 | 35,217 | 52,567 | 34,030 | 34,822 | 39,876
31,200 | 38,455 | 37,632 | 33,805 | 36,372 | 36,599
19,832 | 11,837 | 13,605 ; 25338 | 26,697 | 29,840
16,413 | 19,443 | 24,125 | 18,476 | 13,827 | 27,919
14,463 | 15,742 | 23,092 | 15, 2674 16,918 | 19,871
2

Park City Region._
Summit Valley (B

Bullion. . . 9,241 | 16,791 | 20,405 17,824 &)

Big Bug._. 8,642 14 035 | 19,328 | 19,724 | 17,317 | 17,788
Battle Mountain__ - @ ® @ 2 2 2

Pioneer (Superior) ...... i 7,658 | 12,839 | 14,392 | 12,207 |3 11,665 14,480
Alleghany.________._____ i i ® ® 14,314 | 10,776 | 9,683 | 13,112
Callforma (Leadville).._ ® 2 @ ) 18, 405 9, 321
Mother Lode........____ ) 21,948 | 24,513 2) 7,127 3,524

8,732 | 10,790 | 9,421 | 7,325 | 4,328 797

5,271 | 18,540 | 9,691 267 1 143

d Mountain_ "2 do_ T Up | T O ORI 60

Oroville (Palermo)...._. 15,071 | 22,701 @) (2) 2,046 47

Scott River_.__......_... )] 12,280 | 3,919 14

Merced River (Snelling) d - [6) 2) 4,768 [©) 9

Fairplay_ oooo_______ (O] (O] (O] 0] 2,019 [aeoaoa s
Potosi__._... - - 2 3 Y

16,324 | 53,576 | 48,472 | 19,605 | 17,638

Yellow Pine

1 Exclusive of Alaska,

2 Figure withheld to avoid disclosure of individual company operations.

3 Corrected figure.

4 Chelan and I‘erry Counties combined in 1952-53 to avoid disclosure of individual company output.

368522—b56——2



TABLE §.—Twenty-flve leading gold-producing mines in the United States in 1958, in order of output
Rank Mine Disiriet Binto Operator Boures of gold
1| Homestake..uoo.... WIHOWOOd oo mnnn Bouth Dakota...| Homostake Mining Co... Gold ore.
2 Utah Coppe West Mountain (Bingham) Utah ..| Kennecott Copper Oorp. Oop(]l)el ore.
3 | Falrbanks Un Falrbanks...coeeeoeenno. U. 8, Bmelting, Refining & Mlnlng Co. e.
4 | Natomas.... Amorman River (Mol NSOMAS GO0 oesoeomceeemmens
5 | Yuba Unit. ... -| Yuba Rive Yuba Consolidated Gold Fi
6 | New Oornelia....... AlOeene . Phelps Dodge Corp... Coppel ore, old tallings.
7 | Empiro Star Group.. Grass Valle; Empive 8tar Mines, Lt Gold ore.
8 Blunswlok,-“..._._ ..... Qure Idahe valnnd Mines O Do,
9 EBI Queen...... Warren (Bisbe Phelps Dodge Corp. Coppez lead-zing ores,
10| Ruth Plt.......... Robingon I\ennecott opper C Copper ore,
11 Nome Unlt ........... Nome..____. 8. Smaeltin, Reﬁumg & Mining Co. Dredge.
12 | Park Qulens-Mayflower. Blue Ledge. ..... New Park Min ling Co.. - Leud-zinc ore,
13 | Gold King...ooc...... Wenntchc@ River.. Lovitt Mining Co... Grold ove. .
14 Tleasmy 'l‘unnel ete. Upper San Miguel. Idarado Mmmg Qo. Copper-lead-zine ores,
16 | Ajax Group........__. Cripple Oreek_. Golden Lf’cle Corp.. Gold ore,
16 | Knob Hill.......... Republic... Mines..... Do.
17 | (toldagres... lion . _. London Extension Minin Do.
18 | Iron King. e coeceecmcmaee BigBUg. L Shattuelk Denn Mining Loiixld-zmc ore, zine tals
10 | 8muggler Union, ... ._....... Uppm SBan Miguel. cooeeecroenaeas Telluride Mines, Inc.. Lead—zmc ore,
20 | Greenan Placers.... Battle Mountam - . Natomas Co Drodgae,
21 | Holden Group...e.oee-ssaan-coo - Chelan Take.......oeenaeen .| Washington..... Howe Sound Co., Chelan Division Copper-zine ore.
22 1‘~'ortlsn:1cli Dakom, Clinton, Pmtland, Bald Mountain 8outh Dakota...| Beld Mountain Mining 00 we. o o ooouiioan QGold ore.
28 Montang. ....... Anaconds Copper Mining Co. oo coioiii. Copper, lend-zine ores.
gg .| Arizona.. -| Magma Copper Couemenmerancnn-nmnon . Copber ore,

Novada.._.

Consolidated Coppermines Corp

€061 ‘MOOHVHI STVEEINITT




TABLE 6.—Mine production| of recoverable gold in the United States, 1943-53, with production of maximum year, and cumulative
production from earliest record to end of 1953, by States, in fine ounces

i - . Total pro-
Ma&‘ﬁlfﬁ {’m Production by years ducti%n

from earli-

est record

Year Qc‘ff; 1043 1044 1045 1046 1947 1948 1949 1950 1051 1052 1953 | to end of

‘Western States and Alaska.
Alaska. -] 1906 |1,066,030 99, 583 49, 296 68,117 | 226,781 279, 988 248 395 229,416 | 288,272 | 2239,486 240, 557 253, 783 27,864, 476
Arizona__ -| 1937 332,694 | 171,810 | 112,162 77,223 79, 024 95, 860 109,487 | 108,993 | 118,313 116,093 | 112,355 112,824 1,642,084
California.. o} 1852 (3,032,631 | 148 328 117,373 | 147,938 | 356,824 | 431,415 | 421,473 | 417,231 | 412,118 339,732 | 258,176 | 234,591 104 395, 955
Colorado. -| 1900 |1,391,364 | 137,568 | 111,455 | 100,935 | 142,613 168, 279 154,802 | 102,618 { 130,390 { 116,503 | 124, 594 119, 218 39 974, 347
ho._____ J| 1871 (7212850 | 30,808 | 25,008 | 17,780 | 42,975 | 64,082 | 58,454 | 77,829 | 79,652 | 45064 | 32,997 | 17,630 | 8,217,357
Montana. . -| 1865 870, 750 59, 586 50, 021 44, 597 70, 507 90, 124 73,091 52, 724 51, 764 30, 502 24,161 24,768 | 17,399, 256
Nevada...__. 1910 913,265 | 144,442 119, 056 92, 265 90, 680 89, 063 111, 532 130, 399 178, 447 121,036 117,203 101, 799 26, 366, 480
New Mexico o 1915 70, 681 5,563 6,918 5,604 4,009 3,146 3,414 3,249 3,414 3,959 2, 949 , 614 | 2,205,580
on..______ 1947 113,402 1,097 1,369 4,467 | 17,508 18,979 14,611 16,225 | 11,058 7,927 5, 509 8,488 5, 774, 350
Bouth Dakota . 1939 618, 536 106, 444 11, 621 55, 948 312, 247 407,194 377,850 464, 650 567, 996 458, 101 482, 534 534, 987 24, 339, 613
eXaSmee e 1929 1,279 4 || 9 45 49 | 32| 39 |- 8, 662
tah_...._.._ 1953 483,430 | 390,470 | 344,223 | 279,979 | 178,533 | 421,662 | 368,422 | 314, 058 457,561 | 482,216 | 435,507 | 483,430 | 13, 555, 824
Washington. 1960 92,117 65, 244 47,277 57, 860 51,168 34, 966 70,075 71, 994 92,117 67, 405 54,776 62, 660 2, 632, 562
yoming_ ... ... .. 1869 7,498 | oooe 20 2 105 1, 486 11 389 { ... 1 80, 042
1) O (SO SR 1,360,937 | 995,799 | 952,715 (1,573,073 |2, 107,188 {2, 011,778 (1,989,816 |2,392, 141 21,978,065 {1,891, 358 |1, 956,693 | 284, 456, 477
33
49, 495
870, 663
®

6,123
Michigan_._...._..__..| 1890 | 4,354 | || e e e e 33,207
North Carolina..______| 1887 | 10,884 131 | 21 | .o _ i miecaoccaeac| 18 | e e 1, 164, 601
Pennsylvania.___ 1,134 37,224
South Caroling.........[ 1941 | 15608 | 147 {_ . oo |eccmoe = cfemmmmooc o oo oo e e e e e 318, 801
Tennessee 293 22, 397
Vermont... 171 51,378
Virginia_____._.__...__| 1938 | 2,943 | = 50| 132 | 12 | |ammmmeea] e mmccc e meeim e e mrmc e e m e e | 167, 558
A1) PR (RSN [, 2,878 2,595 1,867 1, 432 1,997 2,479 1,967 1, 698 2,671, 637
Grand total...ooo 2| 1,363,815 | 998,394 | 954, 572 (1,574,505 (2,109, 185 |2, 014, 257 II, 991,783 (2,394, 281 (21,980,512 [1,893, 261 |1, 958,291 | 287, 128,047

! For Central and Eastern States figures are peaks sinee 1880, except Pennsylvania
and Vermont, for which the figures are peaks since 1905. For Alagka ,Nevada, and
Oregon figures are likewise peaks since 1880 only.

3 Revised figure.

8 rigure not available.
4 Small, figure not-available.
§1908-53 only.

a1on
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ORE PRODUCTION, CLASSIFICATION, METAL YIELD, AND METHODS OF
RECOVERY

Tables 7 to 12 give details on classes of ore, metal yield in fine
ounces of gold to the ton, and gold output by classes of ore and by
methods of recovery, embracing all ores thai yielded gold i the
United States in 1953. These tables were compiled from the indi-
vidual State chapters in volume ITI, in which more detailed data are
presented.

The classification of ores originally adopted in 1905, on the basis
of smelter terminology, smelter settlement contracts, and metal
recovery, has been used continuously in succeeding years, except for
modification necessitated by the improvement in metallurgy and the
lowering of the grade of complex ores treated. Details of the current
basis of ore classification are given below:

Copper ores include smelting ores that contain 2.5 percent or more recoverable
eopper and ores and tailings concentrated or leached chiefly for their eopper con-
tent. Ores leached in place or ores for which the tonnage cannot be ecaleulated
are excluded; slags smelted for their copper conient are included.

Lead ores are those that contain 5 percent or more recoverable lead, irrespec-
tive of the precious metal content; and ores, tailings, or slags that are ireated
chiefly for their lead content.

TABLE 7.—Ore, old tailings, ete., yielding gold produced in the United States,
and average recoverahble comtent, in fine ounces, of gold per tom in 19531

Gold ore t Gold-silver ore Silver ore
State Aversge Average Average
1 ounces ounces onnces
Short tons | ¢ gold Short tons | ¢ gold Short tons | - 201d
per ton | per ton | per ton
£41 1.497 S S S,
2,252 .2i8 2,467 0.315 22,772 0. 028
241, 548 L) S S 107 037
ColoradO. . oo oo oo 182,038 . 204 48,616 . 038 22,619 . 140
Idsho. — 17,292 .40 32 3.844 313, 554 003
©ontana - 1,476 1.287 14,572 054 2,333 004
Nevada. 135,993 .130 1,832 .133 | 2, 569 . 019
New Mexico 1,445 . 189 24 .363 371 003
Oregon 1,156 K111 3 VRN NSO SN SV
Sonth Daketa._ ... ____ 1,470,735 .362
Texas.
TUtahb_ 14,015 .084 190,725 021
Washingbon . - cw oo ocooeme 115,312 -400
Wroming.
Total o 1 2,198 688 .354 81,658 .061 535, 050 016
States east of the Mississippi. I - 55
Total _____ . 2,108, 638 .354 81,8658 .081 5553, 050 016

See footnotes at end of table.



GOLD B 11

: ‘ TABLE 7.—Ore, old tailings, etc., ylelding gold produced in the Uuited States, and
average recoverable content, in fine ounces, of gold per ton in 1953 —Con.

Copper ore Lead ore Lead-copper ore
. State ' Average Average Average
ounces ounces ounces
Short tons of gold Short tons of gold Short tons of gold
per ton per ton Dper ton

34 -

Arizona -|245, 264, 368 0.002 6, 069 -

' California... . 8,517 3,044 7, 489 -
Colorado..... . 172 . 087 29, 066 063 [.._._ ——e -

4 daho__.._ - 66, 299 .010 152, 575 .003 53,792 -
Montana. .| 4,185,818 .001 6,949 .050 ——— -

Nevada .1 27,758, 567 -

B New Mexico........ _| 57,884,048 -
i Oregon._ __._.._____ - 59 -
South Dakota -
Texa: -

J| 729,041,541
Washington 1,186
Wyoming. ... ... 20 OSSO (RO S D
95, 110, 577 . 006 278, 264 .018 53,793 |oevcoeaee
> 5,622,965 |.___..____ 168 || el
< Total. . 100, 733, 542 .006 278,422 .018 53,793 [-cooacaaan
- Zine-lead, zinc-cop-
g Zine ore per, and zinc-lead- Total ore
eopper ores
State

Average Average Average

ounces ounces ounces

Short tons of gold Short tons of gold Short tons of gold

per ton per ton per ton
0 Alaska e 7475 1. 404
421,479 0.045 (245,727,017 | - . 002
132,922 . 006 390, 583 3,285
734,900 .078 1,204, 517 . 098
1,410, 977 .001 | 82,090,185 .006
. 1, 862, 057 .008 | 96,101,348 . 004
96, 739 .023 | 8,027,402 4,011
¢ 10, 369 . 007 A

"|1930,608,804 .
1,706, 410 .037

526, 554 |
121, 585, 923

454,870 .006 | 6,781,920 105, 514, 810 .015
________ 2,712,592 |...__.__._| 1,472,221 13 9,807,946 (18

Total- oo 3,167, 462 .001 | 8,254,141 . 018 {115, 322, 756 013

1 Missouri excluded.

2 Includes copper precipitates.

8 Includes metal recovered from tungsten ore or tungsten tailings.

+ Includes metal recovered from manganese ore.

3 Includes copper precipitates and old slag.

8 Includes 381 ounces of gold recovered from 4,353 tons of blister copper.
7 Includes 34 tons of lead ore containing 7 ounces of gold produced in 1952 and shipped in 1953.
8 Includes 75,664 tons of old zinc slag.

9 Includes 28,089 tons of old zinc slag.

10 Includes 20,143 tons of old zinc slag.

11 Combined with lead-zinc ore to avoid disclosure of individual output.
12 Ineludes. zine ore to avoid disclosure of individual output.

13 Excludes magnetite-pyrite ore and gold and silver therefrom.

Zine concentrating ores and tailings include those from which a marketable
zine concentrate is made, irrespective of precious metal content. Virtually no
zinc ore is now smelted directly except for cold slags, which when fumed are
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classified as smelting ore and may contain as little as 5§ percent recoverable zine.

The mixed ores are combinations of those enumerated above; they will be
designated by the names of their constituent base metals in alphabetical order,
irrespective of the predominance of value.

Gold, gold-silver, and silver ores with the base-metal content too small to be
classified in accordanee with the above are *“dry” ores, irrespective of the ratio of
concentration. The dry ores are thus ores, chiefly siliceous, valuable for their
silver and gold content and in some instances for their fluxing properties, regard-
less of method of treatment. Dry gold ores are defined as those in whieh the gold
value equals or exeeeds three-fourths of the combined gold and silver values;
dry silver ores are those in which the silver value equals or exceeds three-fourths
of the combined gold and silver values. In dry gold-silver ores both the gold and
silver values equal or exceed one-fourth of the combined gold and silver values.
Tailings and slags follow the same scheme of classification as ores,

The classifications are not 10 be medified by considerations of payments of
metals by smelters or customs mills, or by method of treatment by the smelters.

The lead, zine, and lead-zinc ores in most distriets in the States
east of the Rocky Mountains carry no appreciable quantity of gold;
such ores are excluded from this report unless otherwise indieated.

TABLE 8.—Mine production of gold in the United States,! 194448 (average) and
1949-53, by percentage from sources and im total fine ounces

! Zme-lead,
c Toad-oonmer| Total fi
r opper " -copper,| Total fine
Year Placers | Dry ore ore Lead ore | Zinc ore and zine. ounees
lead- eop-
per ores

285 36.7 26.4 0.6 0.4 7.4 1, 530, 183

26.8 44.8 15.8 .6 2 7.8 1,991, 783

25.5 431 23.% | A .1 7.5 2,384, 231

248 38.9 27.5 .5 W2 81 1, 980, 512

22.5 39.5 20,4 N .2 8.0 1,893, 261

20.9 40.4 30.9 .3 .1 7.4 1,958, 291

- 1 Inclodes Alaska.

TABLE 9—Mine production of gold in the United States in 1953, by States and
sources in fine ounces of recoverable metals

| Zinclead,

’ Lead- . zine-cepper,
State Placers | Dry ore C%gger Lead ore | copper zol;‘c and zine- Total
ore lead-cop-
per ores

16,146 21 1 © © 16, 363 62, 560
Wyoming . ____._ I [N DRSS USRS RV NI - eem 1
Total oo oemee 208,053 | 791,007 | 604,356 5,134 17| 2,920 145814 | 1,958,201

1 Tncludes metal recovered from fungsten ore or tzngsten tailings.

2 Includes metal recovered from manganese ore.

3 Ineludes 381 ounces of gold recovered from 4,353 tons of blister copper.
+ Prom magnetite-pyrite ore.

& Combined with jead-zinc ore to avoid disclosure of individual output.
& Tncludes zine ore to avoid disclosure of individual ontput.
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TABLE 10.—Gold produced in the United States from ore and old tailings, in 19563
by States and methods of recovery, in terms of recoverable metal !

Ore and old tailings to mills

Crude ore to
Concentrates smelters
Total ore, . smelted and
" State old tailings, Recov- | recoverable metal
ete. treated erable in

(short toms) | Short tons | bullion
(fine | Concen-
ounces) | trates Fine Short Fine
short | ounces tons ounces

ons)
2 475 2440 437 32 204 35 26
3442150, 223 | 8 41, 423, 0256 72 |1,831,215 | 84,203 | 4727,198 | 28,360
5390, 583 378,276 | 95,576 30,524 | 14,445 12,307 1,224
1, 204, 517 1,175,899 | 71,827 | 125,671 | 42,040 28, 618 3,722
6 2,090, 185 1, 993, 769 6, 581 242,383 | 4,413 96, 416 749
76,101,348 | 5,965,610 65 | 640,414 | 18,875 | 135,738 | 4,605
_1488,027,402 7,917,546 | 19,305 | 291,390 | 62,495 109, 856 3, 689
9 8,087, 050 7,961, 301 266 | 249,436 | 1,424 125, 749 919
,215 1,156 142 127 | 1,038 59 19
1, 479, 802 1,479,735 | 534,984 | _.|oceoo—- 67 3
10 30, 698,804 | 30,448, 505 |- - 977, 962 {477, 603 250, 299 5, 818

1, 706, 410 1,650, 035 3,858 91,110 | 34, 658 56, 37g 24,015
2

101, 938,016 | 100, 395, 297 | 733,113 (3,980, 264 |741,488 | 1,542,719 | 73,139
119,807,946 | 119,807,946 |.._______ 631,686 1 1,598 |- ool .

111,745, 962 | 110, 203, 243 | 733,113 (4,611,950 (743,086 | 1,542,719 | 73,139

1 Missouri excluded.

¢ Exeludes ore reported in prior years that produced 223 ounces of gold shipped in 1953.

3 Exeludes 38,576,794 tons of ore leached from which no gold was recovered.

4 Includes copper precipitates.

5 Excludes tungsten ore.

¢ Includes 75,664 tons of old zinc slag.

7 Includes 28,089 tons of old zine slag.

8 Bxcludes manganese ore.

9 Includes copper precipitates and old slag.

«10 Includes 20,143 tons of old zine slag.

11 Excludes magnetite-p yrite ore from Pennsylvania. Includes material classified as fluorspar ore mined
in Ilinois and Kentucky,

TABLE 11—Gold produced at amalgamation and cyanidation mills in the United
States Zn%gercenta.ge of gold recoverable from all sources, 1944-48 (average)
and 1949-531

Bullion and precipi-

tates recoverable Gold from all sources (percent)
(fine ounces)
Year

Amalga- | Cyanida-| Amalga- | Cyanida-| Smelt-
mation | tion | mation | ‘tion ing? | Placers
238,977 | 188, 986 15.6 12.3 43.6 28,5
450, 618 290, 938 22.6 14.6 36.0 26.8
547,118 | 300,783 22.9 12,6 39.0 25.5
445,466 | 224,968 22.5 1.3 41. 4 24.8
422, 087 256, 787 22,3 13.6 41.6 22.5
467, 561 265, 552 23.9 13.5 41.7 20.9

1Includes Alaska.
2 Both crude ores and concentrates.
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TABLE 12.—Gold preduced at amalgamation and cyanidation mills im the United
States in 1853, by States

amales- | Cpamida- | JOCEIREL
mation tiom (percent)
State ion |Bullion and
Bullion | resipitates
reeoverable) gemt?erable Amalga- | Cyanida-
{fine (fine mation tion
ounees} | gunees)
5 ¥ D 017 |-
(-7 PO W06 f L
74,203 21,373 31.63 9. 11
20,632 51,195 1.3 4%, G4
5,412 1,169 30. 70 6.63
{52 D [+ I (R
F 873 18,432 | .86 18.11
New Mexico - e 260 [ooemoeo W18 ) L.
Oregon___________________ W42y 167 |ooeooe
South Dakota._.__...__ - 363, 442 168, 542 68,31 31. 69
Washington_._.___________ . 17 3,841 .03 6.14
Wyoming ________________ o
Total .__________ 467, 561 265, 552 23. 90 13. 57
States east of the Mississipoi- .-l
Grand total - 467,561 | 285,552 23.88 13.56

PLACERS

Continuing & downirend, production of placer gold in the United

States deeclined from 426,000 ounces in 1952 to 409,000 in 1953 ; these
quantities corresponded to 23 and 21 percent, respectively, of the
total domestic outputs for those years. Most of the drop in 1953 was
in California and Nevada; it reflected the progressive exhaustion of
gravels that could be worked profitably under continuing high operat-
g costs and the fixed price of gold.
. Kighty-four percent of the total placer gold of 1853 was recovered
by buckethine dredges. The total guantity of gold recovered by
bucketline dredges in the United States to the end of 1953 is recorded
as 22,925,000 ounces, of which 13,437,000 ounces was produced in
California, 6,690,000 m Alasks (some from single-dipper dredges and
hydraulicking), 785,000 in Montana, 701,000 in Idaho, and 1,312,000
in other States.

The gold-placer-mining method second in importance in 1953 was
nonfloating washing plants, with mechanical earth-moving equip-
ment for gravel dehivery. Small-scale hand methods, dragline dredg-
ing, and hydraulic mining were in third, fourth, and {ifth places,
respectively.
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! TABLE 13.—Gold production at placer mines in the United States, by class of
mine and method of recovery, 194448 (average) and 1949-531

M . Gold recoverable
¥ Mines | Washing ateria :
Class and method produc- | plants t{gg{:’eig Fine Qggﬁ
K mg (dredges) yards) ounces Value cubic
X yard
: Surface placers:
H Gravel mechanically handled: -
< Bucketline dredges:
5 1944-48 (average)..._---.. 46 60 | 83,130,061 | 343,826 ($12, 033, 889 $0. 145
1949 52 74 110,897, 581 | 425,863 | 14, 905, 205 .134
43 63 (108,260,189 | 492,939 | 17,252, 865 .159
36 56 | 93,214, 943 404,305 | 14,150,675 .152
37 56 | 69; 940, 758 358 492 | 12,547,220 179
21 41 65, 313 835 343 132 | 12, 009, 620 .184
138 136 [ 24,945,343 | 126,826 1938, 924 100
35 31 4, 583, 055 22, 789 7917, 615 .174
23 21 4, 623,474 21,032 736, 120 . 159
25 23 | 2,342,647 8, 820 308, 700 .132
16 16 | 1,936, 587 8, 517 298, 095 . 154
1953. . 14 13 659, 600 2,453 85, 855 .130
Becker- Hopkms dredges:
%943—_48 (AvVerage) .« ocomoofooeo | 1,000 6 224 . 224
Suction dredges:
1944-48 (average).._._.... 5 4 40, 338 266 9, 296 .230
194! 12 13 278, 765 1,418 49, 630 178
17 14 263, 800 1,422 49, 770 189
< 13 9 180, 500 717 25,095 139
9 9 74,100 305 10, 675 L144
7 8 87, 700 341 11,935 2136
Nonfloating washing plants:
194448 (8VErage) ......- 188 187 (23,041,882 | 185,471 | 11,241,485 . 408
1949 .10 183 183 | 4,995,465 | 70,974 | 2,484,090 497
1950 185 183 | 8,510,139 85,932 | 3,007, 620 353
1951 117 115 7,049, 566 69, 592 2,435, 720 346
1952 103 102 4, 795,100 54, 866 1, 920, 310 . 400
53 128 128 | 4,019,325 58,295 | 2,040,325 . 508
: Gravel hydr ¥y :
: 1944-48 (average) 1119 ... 21,743,062 | 120,632 1722,113 .414
N 1949 779, 800 7,107 248, 746 . 319
p 639, 585 4,342 151,970 .238
: 257, 800 3, 460 | 121,100 470
130, 401 1, 326 46,410 . 366
440, 290 1,923 67,305 .163
2 402, 848 16,386 1223, 524 . 655
248,076 4,234 148, 190 . 597
261, 562 4, 856 169, 960 . 650
99, 804 3,106 108, 710 1.089
101, 152 2, 698 90, 930 . 899
152, 566 8, 534 88, 650 . 581
3,040 133 4,641 1.527
2,870 144 5,040 1,756
2, 200 88 3,080 1. 400
550 27 | 1.718
9,875 103 3,605 366
Underground p]acers (drift):
44—48 (average)..co—-.-- 126 { e 210, 334 1575 120,125 1. 947
949 26 |- 3,717 206 ) 1. 940
L3 3 [ 12,790 802 28, 070 2.195
19 | , 275 498 17,430 4.077
14| 4,370 159 5 1.273
) 2 P 3,778 172 6, 020 1. 593
Unclassified p]s.cers
1 44—48 (average). .. ..... 38 |ccomms ) 1,466 51,317 ®
Grand total placers
94448 (average) 4588 f . 203,317,908 | 435,587 | 15,245, 538 .163
94 4680 [oooo - 121,789,320 | 532,735 | 18, 645,725 .153
647 ool 122,563,739 | 611,413 | 21, 399, 455 .175
1103, 150,085 | 490, 525 | 17,168, 375 .166
76,982,468 | 426,263 | 14,919,205 . 194
70 686 968 408 953 14 313 355 . 202

1 Dat.a for Alaska not separately available; included with “ Unelassified placers’ for 1944.

2 Data for Alasks not available and not mcluded for year 1944.

3 Data not available for year 1944.

¢ A mine using more than 1 method of recovery is counted but once in arriving at total for all methods.
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Alaska produced 62 percent of the United States placer gold in
1953, California 30,-Nevada 4, Oregon 2, and Idaho 1. Alaska led in
production by bucketline dredging, nonfloating washing plants, and
hydraulic mining; Idahe by dragline dredging; and California by
small-scale hand methods and underground placer mining. A small
production by dry placer mining was reported in 1853 in Arizona.

Table 13 shows the placer gold produced in the United States,
classified by mining methods, in 1949-53. Additional information on
placer mining may be found in the State reviews of volume ITT.

REFIMERY PRODUCTION

Table 14 contains official estimates of production of gold in the
United States made by the Bureau of the Mint, based upon arrivals
8t United States mints and assay offices and at privately owned
refineries. The mints and assay offices determine the State source of
all newly mined, unrefined material when deposits are received. The
State source of material received by privately owned refineries is
determined from information submitted by them and by intervening
smelters, mills, etc., involved in the reduction processes.

TABILE 14.—@Gold refined in the United States, 124448 (average), and 194353,
and approximate distribution by source (State), in 1853
[U. 8. Bureau of the Mintj
Fine ounces

State or Territory:

19
1949
1950
1951 __
1952

1953:
Alaska _ _ e 265, 100
Arizona _ e 112, 000
California_ _ _ 240, 000
Colorado _ . e 122, 000
Tdaho_ e 26, 000
Montana_ e 24, 600
MNevada _ e 110, 000
New WexXie0 _ o o e 2, 700
OregOm . e 8, 300
Pennsylvania_ _ _ _____ L ____ 1, 260
South Dakota___ . _ e 532, 300
TeRNESSe. _ _ _ o 260
T eRAS o e 8
Ubah_ e 462, 800
WVermont_ _ _ _ e 170
Washingbton_.__ . e 62, 500
Wyoming_ __ ____ e 2

CONSUMPTION AND USES IN INDUSTRY AND THE ARTS

Gold has been used for centuries for coinage in most nations of the
world. Im recent times gold coins bave been withdrawn from circula-
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tion generally, and the monetary use of gold is mostly as a reserve
in the form of bullion to give stability to paper currency and for
settlement of international balances.

The popularity and uses of gold for jewelry and allied articles are
well known; the esteem in which gold is held is explained largely by
its attractive color and freedom from ordinary corrosion. In addi-
tion to the natural yellow gold, white, green, blue, and purple gold
can be produced by alloying with other metals. Varying proportions
of silver, copper, zinc, nickel, or palladium added give white gold;
cadmium, green gold; iron, blue gold; and aluminum, purple gold.

Numerous articles are prepared by covering their surfaces with
gold, in which several processes are used, including electroplating and
gold filling. By the latter process gold sheet is soldered or welded
to a block of ordinary metal, and the whole is rolled to the desired
thickness; the gold coating remains in the same proportional thick-
ness to the other metal as in the original block. Articles coated with
the thicker coverings of gold have high wearing qualities.

TABLE 15.—Gold produced in the United States, 1792-1953 1

Period Fine ounces Value 2
17921847 e 1,187,170 $24, 537, 000
184878 . e 60,021,278 1,240, 750, 000
1874-1958 _ e 228, 959, 723 5,611, 130, 080

_______________ 290, 168, 171 6, 876, 417,080

1Tncludes Alaska. From Report of the Director of the Mint. The estimates for 1792-1873 are by R. W.
glayl\nig%d, Commissioner of Mining Statistics, Treasury Department, and since then by the Director of

e Mint.,

2 Gold valued in 1934 and thereafter at $35 per fine ounce; before that date, at $20.67+ per fine ounce.

Gold leaf is used for window signs, printing titles on books, and
decorating picture frames and many other articles. In making gold
leaf the extreme malleability of gold is utilized. Most gold leaf is
prepared by hand hammering the metal in “goldbeaters’ skin” to a
thickness of about five-millionths inch; around 250 square feet of leaf
can be obtained from 1 ounce of gold.

Because of its excellent workability and resistance to mouth secre-
tions, gold is widely used in dentistry, principally as dental fillings,
dentures, and wires. -

Based on its resistance to corrosion and other chemical action, gold
finds some application in industry. Gold alloy is used for hairsprings
of marine chronometers, in galvanometers, and in various other deli-
cate instruments. Gold and gold alloys, both in massive form and.as
lining of other metals, are used considerably for laboratory ware -and
equipment in chemical plants.

The net absorption of gold in the arts and industry in the United
States in 1953 exceeded the total new production from domestic mines
for the year by 9 percent,
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TABLE 18.—Net industrial ! consumption of gold in the Unifed States, 194448
{average) and 1949-53
[U. S. Burean of the Mint]

Gold (dollars)

Tear Issaed for Returned | Net indus-

industrial | from indns- trial com-

ase trizl use sampiion
194448 (average) - 130, 171, 728 39, £08, 605 90, 763, 123
1549, 148, 975, 571 40, 133, 100 108, 842, 471
‘1950 - __| 134,587,773 36, 7£2, 020 97, 845, 753
1958 . e e 105, 012, 054 35, 535, 115 68, 476, 979
1852 ___. - ——— 127, 189, 489 30, 838, 949 96, 350, 540
1083 et ‘ 112, 379, 041 37, 379, D41 i 75, 600, 0600

t including the arts.

PRICES AND MONETARY STOCKS

Since January 1934 the price of gold at the United States Mint has
been $35 per fine troy ounce.

Gold holdings of the United States Treasury declined $1,156,000,000
from $23,186,000,000 on December 31, 1952, to $22,030,000,000 on
December 31, 1953, according to figures published in the Federal
Reserve Bulletin. Except for a slight gain in December, the decline
was steady throughout the year. The net outflow of gold from the
United States resulted largely from international loans and grants by
the United States Government. Total world gold reserves are nof
positively known, inasmuch as data for some countries are not avail-
able; however, the Federal Reserve Board estimated that the world
monetary reserves of gold totaled $36,170,000,000 on December 31,
1953, exclusive of holdings of the Seviet Union.

FOREIGN TRADE *

The excess of exports over imports of gold that prevailed during
1950 and 1951 was replaced by an excess of imports over exports in
1952 and again in 1953. The excess of imports in 1853, however, was
slight.

§ Figures on imports and exports compiled by Mae B. Price and Elsie D. Page, Division of Foreign Ac-
tivities, Burean of Mines, from records of the U. 8. Department of Commerce.
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TABLE 17.—Value of gold imported into and exported from the United States,
1944-48 (average) and 1949-53

[U. 8. Department of Commerce]

Excess of
Imports Exports imports over

exports !
194448 (: $960, 255,952 | " $378, 935, 089 $581, 320, 863
1949 771,390, 261 935, 678 686, 454, 583
1950 - 162, 748, 661 534, 035, 794 —371, 287,133
1951 : [ » 258, 502 630, 381, 566 —549, 123, 064
3082 e e e mmam 740, 254, 160 56, 921, 206 684, 332, 054
1953 . - 47,024, 515 44, 808, 300 2, 216, 215

t Excess of exports over imports indicated by minus sign.

TABLE 18.—Gold imported into the United States in 1953, by countries of origin
[U. 8. Department of Commerce}

Ore and base bullion Bullion, refined
Foreign
Country of origin T T ( co]i.n )
roy roy value
ounces Value ounces Value
Australia - 36,101 | $1, 260, 430 1,545 $54, 727 |
Austria 2 76 -
Belgian CongO_ oo e 38 1,318 |oomcaea s
Belgium-Luxembotrg . c v oo cvoomcaccecee 2,101 73, 538 5 175 |occmcecmae
Bolivia . 1,021 35, 698
Brazil o aem 399 53

British Guiana -
British West Africa, n.e. ¢
British Western Pacific Islands._..

% 906 |-

Canada oo
] Chile - 26, 529 RO [
3 Colombif. .- oo aeieee 6,478 574,377 |- oo )
4 CUDb8. - oo 1,181
H Beuador. e e 23, 156 -
P El Salvador_ .o e 16, 152 -
. QGuatemal® .o 3 "
- Honduras... —— 46, 966 -
Tran. e 2 -
‘ Malta, Gozo, and Cyprus 1, 535 -
MEEICO- - e oo e e e m e 104, 683 -
Mozambique - 87 R RSP,
Nicaragua. - - 73, 461
Northern Rhodesia. ..o oo 587
Norway. 9

Panama._

United Kingdom

1,048
2

Uraguay e caeeeee
. Venezuela. 117
K Lot - 661,696 | 23,111, 727 682,261 | 23,878, 263 34,525

1 Less than 1 troy ounce,
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TABLE 19.—Gold exported from the United States in 1953, by couwntries of
destination

[U. 8. Depariment of Commerce]

Ore and base bullion Ballion, refined
Foreign
Country of destination Tro , m]in)
Troy L 1) valoe
onnges Value onges Valne

Afghanistan 51,441 | $1,800, 440
Belgium-Luzembonrg, 201 7,307
Brazil. : 77 27,335
Canada. 3,224,191
Ceylon 7
Chile. 188, 420
Cuaba. 874
Egypt 123, 258
EXYSalvador oo oo 283,845
Franee. 769,326
Germany, West. 4, 232, 457
Ireland.
Euwait_________ 3, 674, 561
Tebanon 5, 145, 115
Mexico.
Netherlands. ... 8,864 319,788
Netherlands Anfilles..._ - 49 1,907
Panama. B P . K{::S 27,841
Peru__ —— e 88 31,164
Philippimes .. e oo 108,778 | 5, 786, 297
Portugal 89,072 | §, 156,541
Switzerland - - . . 14, 516 508, 184

(- SR U ORI 13, 558 485, 850

RN SR BRI 2,472 | 86, 868

United Eingdom. ... _______._____ 1,987 38,100 || ___
Uruguay. RN S SV 11, 407 427, 574
Wenezuela_ - PRSI PR S, 55,971 | 2,008,022

Total 1,124 44, 506 853,126 | 32,319,167 | 12, 448,627

5,000 —
IExDessimpodsl
4,000
o0
o
< 3000
-
<
a 1
z |
< 2000
3
=
=
1,600
o e ’V. T :
tExcess sxporks
‘1,000 ---‘-~.Lr|n|u voen e e o g d o n s b e Jyuar Ve ey Iyege b e yny L pn iy
3
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Freure 2.—Net imports or exports of gold, 1900-53.
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WORLD REVIEW

Reversing an uptrend that started in 1946, the world rate of gold
production was 2 percent smaller in 1953 than in the preceding year.
Gains In Australia and the Union of South Africa were more than
offset by declines in Canada and the Soviet Union. However, the 1953
output was 11 percent below the average for the 5 prewar years
1936-40. ,

According to the Bureau of the Mint, the world output of gold from
1943 through 1953 was 1,784,708,100 fine ounces valued at $46,244 -
110,800.

Tt has been estimated that, of the total gold yield of the world, 60
percent is held by governments and central banks, 25 percent is owned
privately, and 15 percent has been lost or destroyed.

Australia.—Despite rising costs of labor and supplies, gold produc-
tion in Australia was 10 percent greater in 1953 than in 1952. The
increasing use of labor-saving machinery in ore production was an
important factor in the larger yield. Most of the Commonwealth’s
gold output comes from Western Australia, which in 1953 produced
around 75 percent of the total.

45

40

35

30|

25 USSR

20 fCanada

MILLION FINE OUNGES

-

SRS Union of South Africa

-

1800 1905 1910 915 1920 1925 1930 1935 1940 1945 1950 1955 19860

Fieure 3.—World production of gold, 1900-53.
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TABLE 20.—World production of geld, 194448 (average) and 1949-53, by

countries,! in fine ounces
[Compiled by Pauline Roberts and Berenice B, Iditehel]

194448 . ox
Country 1 (average) 1949 1850 1951 1952 1953
Worth America:
United States {including
Alaska) 3 ____ _________ 1,518,150 | 1,921,545 | 2,288,708 | 1,894,726 ] 1,927,000 | 1,970,000
Canada 3,020,478 | 4,123,518 | 4,441,227 | 4,392,751 | 4,471,725 4, 068, 516
Ceatral America and
West Indies:
Costa Ricat ________ 2,199 | 284 11 ) A
Cuba. - 453 15,602 16,915 1835 4881 11,181
Dominican Republict_ 385 993 475 411 57 I,
. 56 5 397 T 4 3
55 -
15,071 25,832 36, 545 31, 216 31, 967 383,988
212, 7i2 219,139 229, 205 251, 160 254, 675 261, 899
200 59,657 1,118 2 807 e
18, 534 27, 091 29, 053 27,007 97, 682 23, 359
452, 207 405, 550 208, 122 384, 007 458, 370 483, 483
5,240,580 | 6,739,700 | 7,441,500 | 6,995,100 ] 7,173,700 6, 847, 400
4§, 60D 8,000 8,000 8, 000 8,000 8,000
33, 533 7, 71 3,200 10, 996 51,032
8 183, 500 8 195, 500 8 200, 600 8180, 000 115, 775
18,988 12, 366 13, 485 22,237 11,350
179,144 190,172 173,646 176,025 130,693
359, 474 379,412 430,723 240 436, 045
08, 382 96, 403 12,601 204 29,239
14, 757 12,249 12,056 8 231 2, 5
113,754 127, 458 144 765 130, 944 128 211
3,794 4,546 6, 6,134 6, 482
1,378 34,462 | 2, 861 4, 797 27, 304
81,154,000 | 1,075,000 | 1,068,000 | 1,008 000 994, 00D 897, 000
51, 622 U} 0 v} 0] ]
52,000 4] E:) 9] @ )
2, 507 9] D} . C) 9]
9, 272 14, 687 9, 2465 18, 500 20, 100 19,483
39,896 35, 537 63, 504 68, 127 45,011 36, 202
@) C) 0) C) 0]
pesvomd Qo 8o 1,408 2,000 6,308
6, 74e 0 Y] ) Q)
9, 25 10, 355 10,674 12,089 14,85¢ 12,153
6,848 10,385 15,465 18,358 17,940 14,854
82,128 112, 528 (@] @ @ ®
4,361 30,318 13, 217 12, 777 8, G4t 8, 256
87,398 80, 230 78, 70, 474 85, 877 ®
5,800,000 | 7,000,000 | 8,000,000 | 9,500,000 | 9,500,000 i 119,000,000
516,141 34, 5 42, A, 36, 266 634,300
6,100,000 | 7,400,000 | 8,400,000 { 9,800,000 | 9,800,000 9,300, 000
2 158 150 13 43 647
39,147 4 %, 000 1?_%, 000 5 100, 000 8 l%, LLCH 6100, 000
1 7 T
168, 026 164, 203 196,925 228, 475 243, 629 211,124
Indonesia (estimate)______ 12, 800 35,000 42,000 7 v
{Iamn 74,924 84, 492 135,033 177, 472 201, 382 227, 627
OTEAC
Korea BRepablie____ 6233402 5, 466 14, 854 7,620 18, 647 15, 860
North (estimate) el 200, 000 200, 600 )
Malaya, .. .____ 3,484 13,617 18, £36 17,018 19, 506 8,203
Philippines..____ &7, 503 287,84 333, 991 393, 602 469, 408 450, 625
Sarawak _______. 201 1,523 1,440 931 ¢ 843 442
Sandi Arabia. .. 44 131 66, 530 66, 202 73,104 69, 394 81, 566
‘Taiwan (Formosa). 10, 607 19, 642 30, 446 30, 511 33, 147 24 521
iland ¢1.200 Q] ) ] O] Q]
5 L] ) 9 W )
646,000 | 1,040,000 | 1,156,000 | 1,290,000 | 1,420,000 1, 430, 068

See footnotes atf end of table.
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1 TABLE 20.—World production of gold, 1944-48 (average) and 1949-53, by

countries ! in fine ounces 2—Continued
[Compiled by Pauline Roberts and Berenice B, Mitchell]

Country 1 ég‘g*ag) 1949 1950 1951 1952 1953
Africa
Angola. ..o . 695 319 201 61 40 20
Bechuanaland . 8, 300 256 261 493 1,245 1,109
Belgian Congo 12_ 328, 741 333,853 339, 415 352, 308 368,737 371,020
Egypt.-o..__.__ 2, 557 , 045 , 724 , 469 17,059 14, 234
Eritrea_ . 2,323 2,243 1,042 ] 63,000
Ethiopia......_ - 42, 967 45,102 43, 524 32,937 27,201 26, 696
French Cameroon.._..___. 14,172 8,938 7,170 5,422 2, 604 1,029
French Equatorial Africa. 72, 897 57,273 54, 996 52,849 51, 655 54,180
French Moroeeo.....___.. 1,093 643 119 2, 069 4,051 A
French West Africa.. -| 61328 219 13 47,000 13 96, 000 5,700 1, 500 749
Gold Coast.....__. - 575,757 676, 934 689, 441 698, 676 691, 460 . 730, 963
enya..__. ) 31,211 20,072 22, 045 19,765 10, 210 9,603
Liberia. .. - 17,416 14, 656 11, 025 5149, 806 5 14 949 863
Madagascar. - 4,663 1,663 1,935 1,951 1,784 1,640
Mozambique. . . 6,280 2, 468 097 861 831 61,000
Nigeria.......___ - 8, 201 2, 515 2,238 1, 566 1,348 689
Northern Rhodesia 15_.___ 1,874 1, 186 1,432 8567 2,523 3,308
Sierra Leone_.__.___. - 1,258 2,330 3,484 3,261 2,638 1,451
Southern Rhodesia - 548, 548 528, 180 511,163 486, 907 496, 731 501, 057
South-West Africa. - 147 32 7 ) U SR
udan__.________ - 2,883 4,114 3,503 1,495 1,545 ®
Swaziland ______.__ - 3,909 2, 841 1,794 32 1. .
Tanganyika (exports).-.... 51, 550 68, 989 65,127 65, 224 64, 693 69, 886
Uganda (exports) ... _ 1,918 650 509 223 201 511
Union of South Africa....| 11,843,311 | 11,705,048 | 11,663,713 | 11,516,450 | 11,818,681 | 11,940, 61
Total . .. 13, 598,000 | 18, 536,000 | 13,535,000 | 13,275,000 | 13,570,000 | 13,740,000
Oceania:
Australia:
Commonwealth...._._ 792, 344 890, 204 867, 837 805, 536 980, 435 1,075,080
i - 29,284 93, 045 80, 099 94, 085 122, 431 120, 568
- 143 450 788 248 149 141
- 81,037 104, 036 103, 421 93, 635 78,282 80, 500
119, 217 84,874 76, 527 75,115 59,151 38,656
Total oL 1,022,025 | 1,172,609 | 1,128,672 | 1,158,619 | 1,240,448 | 61,315,000
World total (estimate)__| 27, 760,000 | 31,000, 000 32,700,000 | 33,500,000 | 34,200,000 | 33,500,008

1 Figures used derived in part from American Bureau of Metal Statistics. For some countries accurate
figures are not possible to obtain owing to clandestine trade in gold (as for example, French West Africa).

2 This table incorporates a number of revisions of data published in previous Gold chapters.

3 Refinery production. Excludes production of the Philippines.

4 Imports into United States.

& Exports.

4 Estimate. )

7 Data not available; estimate included in total,

8 Average for 194548,

9 Includes gold mined in Transylvania, which temUpora,ﬁJy formed part of Hungary.

10 Qutput from U. S.'S. R. in Asia included with U, S. 8."R. in Europe. )
. 11 Production is believed to have decreased because of a probable diversion of forced labor into other activi-

ies.

12 Includes Ruanda-Urundi,

13 Estimate based on reported production.

1 Year ended September 30 of year stated.

16 Included is yield from Nkana-mine refinery slimes accumulated during the war; 104648 (average),
2,713 ounces; 1949, 972; 1950, 1,296; 1051, 756; 1952, 2,503; and 1953, 2,999.

Canada.—Ranking third among the gold-producing countries of the
world, Canada was exceeded in gold output by only the Union of
South Africa and (probably) the Soviet Union. However, the gold
production of Canada declined 9 percent in 1953 compared with that
of the preceding year and was lowest since 1948. The drop was due
mainly to strikes that closed some mines for long periods during the
latter part of the year. High-cost operations continued to receive aid
through Government subsidy under the Emergency Gold Mining
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Assistance Act. For many years gold was the leading mineral inCanada
in output value, but in 1953 gold was forced into fourth place, preceded
in order by peiroleum, nickel, and copper.

The gold outputs of the Provinees or Territories in 1952 and 1953

were as follows:®
( Fine ounces)

Provinee or Territory: 1852 1953
Newioundland 8, 595 7, 575
Nova Scokia_ _____ - 1,433 3, 402
Quebes__________ __ 1,113,204 1,018, 575
Ontario_ . o __ 2, 513, 601 2, 182, 544
Manitoba_______ . 141, 947 132, 500
Saskatchewan____________ . _____ 98, 585 87, 150
Alberta_____ o _____ 111 55
British Columbia______________________________ 273, 059 267, 000
Northwest Territories_ oo ——._. 247, 501 293, 741
Yukon . _______ . 78, 518 69, 663

Total L ____ 4,471,735 4,061, 205

Of the 1953 output of gold, 89 percent was derived from straight gold
mining and 11 percent was recovered as a byproduct of base-metal

Celombia.—The gold ocutput of Colombia exceeds that of other
countries in South America by 2 large margin. Compared with 1952
gold production in Colombia in 1353 was up 3 percent to 436,100
ounces, of which about three-fourths was recovered by placer mining
and the remainder by gold-lode mining. Some of the smaller mines
were forced to close because of rising costs. An effort to aid gold
producers was made by the Colombian Government by permitiing
sale of newly mined gold on the free market and by relaxing various
exchange control regulations.

Philippines.—Although the gold output of the Philippines rose 2
percent 1n 1953 to 481,000 ounces, the condition of the Philippine
gold-mining industry was far from prosperous. The industry as a
whole was reperted to have suffered a net loss of 400,000 in 1953,
and 3 out of 10 major preducers were forced to close their mines.
Lower prices for gold on the free market and rising labor costs, due
largely 1o social legislation, more than offset favorable action by the
Government during the year by which gold mines were exempted from
various taxes. As the vear closed Turther relief, perhaps in the form
of Government subsidy for high-cost mines, was being sought by the
Philippine gold-mining industry.

Union of South Africa.—Although the quantity of gold ors milled
in the Union of South Africa was 4 percent less in 1953 than in the
preceding vear, the average recovery of gold per ton of ore was greater,
and gold production increased 1 percent to 11,941,000 ounces. Aver-
age working costs per ton of ore were up 2s. 4d. (32.6 cents) and average

& Canadian Wining Journal, vol. 75, Do. 2, Febraary 1954, p. 58.
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working profits per ton declined 1s. (14 cents) per ton. Shortages of
power, water, and native labor were serious problems to some mines
during 1953. Government regulations continued to permit gold pro-
ducers to sell up to 40 percent of new output on the free market, but
revenue from free market sales declined because of the sharp drop in
premium gold prices in 1953. )

Five of the 13 separate companies with holdings in the new gold
field in the Orange Free State had reached a preliminary production
stage in 1953 and were treating ore derived from development work-
ings. Five additional mines were expected to progress to the same
phase in 1954.

To the end of 1953 three mines in the Transvaal had announced
profits from the production of byproduct uranium. Twelve addi-
tional mines in the Transvaal and 7 in the Orange Free State had an-
nounced their acceptance for participation in c%e uranium program.
Additional information on the production of byproduct uranium from
gold mining in the Union of South Africa will be found in the chapter
on Uranium, Radium, and Thorium in this volume.

Some interesting facts as of the end of 1953 were released by the
Chamber of Mines: Since the discovery of the Witwatersrand gold
field in 1886, the gold output of the Union of South Africa had totaled
around 525 million ounces. The three largest mines were still the
Randfontein Estates, Crown Mines, and Government Areas. The
three producing the most gold were the Blyvooruitzicht, Daggafontein,
and Crown Mines. The deepest mine in the Union was the Crown,
with workings reaching a vertical depth of 9,714 feet below the surface.

TABLE 21.—S8alient statistics of gold mining in the Union of South Africa, 194448
: (average), and 1949-53

[Transvaal Chamber of Mines]

(gg‘égg) 1949 1950 1951 1952 1953
Ore milled (f0DS) - 56,665,500 56,881,550  59,515,200| 58,645,800 60,500,000 60, 032, 768

Gold recovered (fine | 11,836,239 11,708,013 11,663,713| 11,516,450 11, 818,681 11,940, 616

___________________ 4.011 3. 942 3.759 3. 756 3. 767 3. 893
‘Working revenue-...____ £97, 927, 948| £110, 617, 476| £139, 491, 029| £137, 494, 860 1£141,271,310{ £142, 198,156
‘Working revenue per ton. 34s. 7d. 38s. 11d. 46s. 11d. 46s. 11d. 47s. 1d. 48s. bd.
‘Working cost. __..._____. £70,647,302) £76,867, 643| £87,956, 643 £93,494, 860 £102, 525,003 £107, 306, 956
‘Working cost per ton of

[0 ¢ U 25s. 0d. 27s. 0d. 29s. 7d. 3ls. 10d. 34s, 2d. 36s. 6d.
‘Working cost per ounci .

of metal____ - 124s. 7d. 136s. 9d. 157s. 3d.. 169s. 6d. 181s. 6d. 187s, 7d,
Working profit........___ £27,279,567| £33,949, 793| £51, 534, 386 £44,157,054| £38,746,307| £34, 891,200
‘Working profit per ton.... 9s. 7d. 11s. 11d. 17s. 4d. 15s. 1d. 12s. 11d. 11s. 11d,
Premium gold sales. ... | . ..o e e £3,609,124| £1, 934,421
Estimated uranium

Profits. oo e £125,0001 £1, 828,067
Dividends.___...._.___.. £13, 068, 997! £17,394,046) £24, 699, 544| £22, 787,806 £19, 804, 928( £18, 207, 830

1 Revised figure.

D. S. GOVERNMENT PRINTING OFFICE: 1956
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X CllelesE S RBd S saLios = ' The La L‘{Z Mines L1m1t§d is located in the north- The La Luz Mine located in the mountainous area
Y Y= l soven JALINGS | TTY - Wins e siAmniss o - east part of Nicaragua, 90 miles west of Puerto Cabe- of northeastern Nicaragua is situated in an eliptically
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X\ S )15 e SIS it e WO :' the property is very rugged. Tertiary volcanics.
r;—;)“——w—d‘—\ ‘ ! History and Growth Mining operations are confined to the “Mine Series”
‘elelele! m mm ' Investigations by Ventures Limited of Canada who sediments, which is that part of the Lower Cretaceous
o e (e e ol ; ] became interested in the property in 1937, disclosed in which distortion, alteration and mineralization have
3 NO.132-—3 H - g { x i . . o .
L. ET5Y5) REAGENT FEEDER L o) DENVER sUB-A” RoATo Y i oN 3 the existence of a large body, (over 5,000,000 tons) of affected the sediments both physically and chemically.
- , } ¢ - | X P \ : g e . L il
X LOVERAOW e THICKENER - ro00l0z | ! 0.16 oz. gold ore. This ore body extended from the The’ Mine Series” sediments, consisting mainly of
: ™wWo CONCENTRATES NO.12 DENVER-WILFLEY BuLLIONYBARS surface townward for 500 feet, was 100 to 200 feet greywacke, shale and lava beds, are separated from the
AIR FLOTATION MACHINES , f o eawmin ) 1‘,‘““,’ A ‘ wide and about 1200 feet in length. remainder of the Lower Cretaceous series by the ande-
- 3 P EREE A IR S
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; sox|ixaie | AROESN Yo mnek Los Angeles Mining Company in 1938 and the new  Rerma £enieh, ssvslont, Tine sppeiiencent, eadng pe;
s ' TAIINGS - N company, La Luz Mines Limited constructed a modern e 5. '
coce00000 0 ' CONCENTRATES 473 x35CLASSIFIER 600 ton mill, which was placed in operation in 1939.
. 1O REFINER ¥ ~¢— ] OVERFLOW : .
~ ¥ ¥ ' ey >— As depth was obtained, the ore reserves were increased
: | o “ and it became evident that milling of greater tonnages
i 58— & x BLANKEY TABLES - - g would be necessary.
- . = - o ’ Power is furnished by a hydroelectric plant, 18
" TAIINGS TO WASTE 4—1—————J ‘ miles east of the property on Yy river, and a stand-by
Printed in U S.A. diesel plant at the property. Hydroelectric cost is $0.004
DENVER * NEW YORK MEXICO, D.F. + LONDON for Kwh, while diesel power costs $0.025 per Kwh.

CHICAGO

 "The foun that makes its frtends happion, healthien and wealthier” |

TORONTO VANCOUVER

JOHANNESBURG

Through courtesy of H. S, McGowan, president, and T, N. Slaughter,
general manager, La Luz Mines, Limited.
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DENVER 17, COLORADO
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CoRY
AMERICAN SUELTTNG AND REFINING COMPANY
Mining Department
120 Broadway, New York S

Au@lst 1,_ 1951

-»_AIR MAIL
Mr, D, J. Pope, General Manager | , ?  , : ‘ FA
American Smelting and eflning Co. , : T e

Western Yining Department
600 Pacific National Iife Bullding ,
Salt Lake Clty 1, Utah :

S R e
FEATHERVILLE PLACER FROJECT

'NEAR FEATHERVILLE . 8

. ELMORE GOUNTY, E-EDAHQ ey e

Dear Mr, Pope. ; :

ey ¥ : # 4 % LI 3
"I have your letter of’July 27th with attached memorandum from Mr. Hart
dated July 25th. Referring to the point of yourself and Mr. Hart concerning
the policy of the Gompany at this tlme on. gold deposits of a marg1na1 nature,
or yardage in the case of a plaeer deposit now marglnal but profitable at
say $50 gold, could be put on ice, then the Gompany would be interested in its
acquisition. Obviously, each property presents & problem in that it would
have to be acquired under outright purchase at a modest price or tied: up for
at least ten years with no real commitments as to work obligations, advance
royalties, and the like. Coupled with this there would have to be an optlgn
-price on the property. o : ~f0* .

An ideal example would be the Blc Bell Mlne in Weqtern Australfa. CAt.
$35 gold and current operating costs, Big Bell is barely breaking ‘éven. With
an increase in the price of gold to $50 per ounce, Big Bell would.be a bonanza,
and would have a life of many years based on present indicated ore reserve
and prospective additional ore. If a property of this nature could be ac-
guired under general conditions outlined above, it would be attractive to us.
Unfortunately, in the case of Big Bell we cannot put it on 1ce, and must
struggle along as best we wan. :

The whole question of interest in pold mines of a marglnal nature has been
under consideration for some time. When final decision is reached I shall
pass the conclusions on to you.

Comlng back to the Featherv1lle Placer project, even if gold did ge to

$50 (I am simply pulling the figure of $50 out of the air, because there is no
real basis to estimate what a new price would be), it would not appsar to be
too attractive. If it is marginal at the present price of gold, the additional
profit at a $50 price is not too great. Fiirthermore, it is complicated by the
question of advance royalties, etc., and on balance prospects at the higher
price of gold do not appear to be attractive enough to warrant trying to ne-
gotiate a more favorable setup so that it could be put on 1ce.

_¢et J.F.Lord - Lima ' ,A_ Yours very truly,
Copied SLC 8-7-~51 for : - . o
D.J.Pope - /¢/ R. E. Goodwin
L.H. Hart | S

W.R;Landwehrﬁf{
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Solicitor General Philip Perlman told the Committee that the U. S. Government
opposed handing control to the comstal States over the oil and other resources in
return for a grant to the U, S. of the first opportunity to buy back the resources
in a national emergency.

Spokesnen for several States scored "migleoading propaganda® fron Government
officials as to the tidelands issue. They charged that Federal ownership Droposals
were a move toward concentration of all Governmental power in Washingbon.

Statc officials cited historical records to show that the coastal tidelands
were properties of the States.

Yo actior is expected to be taken on tidelands legislation at this sessiom.
Mcanwhile, the U. S, Suprene Court today refused to disaiss two suits by which the
Foderal Governnent seelks to establish its paranocunt right to tidelands off the Texas
and Louisiana coasts. The court last Mey had grasnted the Justice Department per-
nission to sue the two States, which it did, and the States replied with requests
that the suits bo dismissed. . Today's action dy the court also requires the States to
file answers to the CGovernment'!s suits within 3C days.

TRADE AGREEMIIITS: On October 10, the U. S. State Departnent announced a now series
of trade ngrcenents with 10 countries as a result of the recent

Annecy, Fraice, negotiating conferencc. The countriecs with which pacts were con-
cluded are: Italy, Swoden, D nnar;, Finland, Grecce, Uraguay, Hicarsgua, Haiti, the
Doninican Republic, and Liberia,

A long list of tariff concossio 15 by the United States was nade public today.
The najority of the itcns on this list are agriculturzl comnoditics, chenicals, oils,
earthen and glassware, wood nnd wood products and 2 long list of iron and steel
products. Mineral products affccted were tale, steatite or soapstone, and french
chalk, which were reduced from 1¢ a pound to 44 a pound; and ferrochronc or ferro-

hronium contveining less than 3% of carbon which was reduced from 25% to 121%.

The new rates are cxpected to be put into cff:ct gradnally duriag the first
half of next yecar. Concecssions nade by the U. S., on thc basis of 1948 trade, are
cstimated to apply to about $250 nmillion worth of goods imported from abroad.

GOLD: At a recent vpress confercnce Treasury Secretary Snyler again denled runors

that he will increase tac price of gold cr that the U, S. will return to the
gold standard. His deninl was issued after reporters had queried hin about rumors
as to a possiblc gold pricc change as the result of the devaluation of foreign cur-
rencies.,

Prompted by the press conference gquestioning, the Treasury Depe rtﬂont issued a
formal statement concerning the legal authority to change the gold content of the
dollar 2acd the Treasury's price for gold. The statement declarcd: (1) only an Act
of Congress can now alter the statutery gold content of the dollar; (2) the authority
of the Presidont to change the zold content of the dollar by executive proclanation
expired June 30, 1943; (3) while the Secrctary of the Treasury has authority to pur-
chase and sell gold at such rates and upon such terns as he may consider most ad-
vantagcous to the public interest, his authority in this respect is limited by U. S.
obligations as a menber of the Monetary Fund and the Bretton Wools agreeneat. The
statonent cixplained that no official of the United States can propose any change in
the par valve of the U. S, dollar to the ifunl unless Congress authorizes such action
by law.

TITIONS BOARD PERSONNEL: ILieutenant Goneral LeRoy Lutes has been appointed Con-
nanding Genersl of the Fourth Army snd has loft his post
as Staff Dircctor of the Habtionol Munitiocns Board to take over his new assignment.
Tutes h .8 been succeeded by Major General Patrick ¥, Tirberleke. Goneral
Tinberlake had fornerly been a depubty to Gencral ILutes.

ATOMIC FERGY COMMISSION: Jesse C, Johnson hag been namod Deputy Manager of the Atomic
Energy Commission's Raw Matorials Operations Office. John-
son has been with the Commission since January 1948.
Johnson will serve as an assistant to John X, Gustafson in adninistering the .
entire AEC progran for the acquisition and procduction of all raw mnaterisls used in
the atonic encrgy progran.




THE ISSUE

Identical bills have been introduced in both houses of Congress giving the gold miner the
right to sell his gold to the government at $35 an ounce, to take it to a better market if he can
find one, to keep the gold in its natural or refined form, to do anything else with it that his mood
or interest might suggest. It is a right which he always enjoyed in this country until 1933. It never
crossed the mind of any citizen outside an institution that the exercise of this right was or could be
incompatible with the public interest.

Under the Emergency Banking Act of March 9, 1933, introduced, debated and-passed by
Congress within a single day, the Secretary of the Treasury was given the power to call in all gold;
the penalty—the forfeit of the gold involved plus an additicnal amount twice the value of the geld.

By Executive Order of April 20, 1933, all traffic in gold was forbidden under severe penalties
—$10,000 fine, ten years in prison, or both.

The Gold Standard Act of 1934 reaffirms the main provisions of the Banking Act and
Executive Order. It further includes extravagant precautions lest any gold miner or ordinary
citizen should defy the wishes of Washington—provisions strongly reminiscent of the constitu-
tional attempt to keep all our citizens scher by law.

The proposed return to monetary sanity and honesty is opposed by the Federal Reserve
Board, the Treasury, and the Monetary Fund. The latter has taken the extreme step of barring
the facxhtxes of the Fund to a member power, France, which has seen fit to restore an open
market in gold.

In bed with the foregoing official bodies on this issue is the spokesman of the Economists’
National Committee on Monetary Policy. They all agree (1) that the country is now on the gold
standard and (2) that the restoration of the right to own, trade and hoard gold—a right now
enjoyed by the Mexican peon, the French peasant and the Chinese coolie—would ‘‘undermine
exchange stability and cause gold to flow into private hoards.”’ “We would be joining, and
sharing the chaos and miseries of all those countries afflicted with irredeemable paper money.’’2

It is charged that this is ‘“‘a case of the gold mine interests versus the people of the United
States.”®

The issue transcends the-stakes-of the gold mining bloc, the vested interests of planners, or
the prepossessions of pundits. That the gold miner is the enly producer forced to sell his product
at a fixed price, regardless of costs, to a single buyer; that, unlike utilities and transportation, no
administrative body is obliged to assure compensatory rates; that he was forced to shut down
his plant during the war while sorely-needed facilities were used to produce the best gold mmmg
equipment for Russia—gratis; all this is irrelevant.

The question: Is the resumption of a free market in gold compatible with the public interest?

The issue: Is the right to own gold—the correlative right to pass judgment on our own
currency and the credit conduct of our government—an essential part of that freedom for which
we profess to be fighting or is freedom a selective concept containing merely that residue of indi-
vidual rights which government has not yet seen fit to seize?

1 Federal Reserve Bank of New York, International Traffic in Gold, Circular No. 3238, July 21, 1947,

2 Walter E. Spahr, The Question of a Free Gold Market, The Commercial and Financial Chronicle, January
20, 1949,
8 Idem.



THE ARGUMENT .

This struggle for freedom again dominates the
day as it did 175 years ago. History has de-
scribed a complete cycle, 'On the offensive are
the “liberals” who believe that every social and
economic ailment will respond to a simple for-
mula: “Give the government more power.,”” In
this struggle the “liberals’” have already achieved
strategic victories which contain the seeds of
ultimate, complete tyranny. The most important
of these is the control of the purse and the com-
plete mastery of a subtle technique of inflation
which gives government——apparently—the power
of infinite expenditure. The key to this power is
the absence of a free market for gold and the
ability, so far unchallenged, to place government
securities not absorbed by the open market in the
portfolios of our banks.

It is not the purpose of this story to ezplore
the precise hazards which confront the banking
system or suggest the methods by whichk the
sovereign can use it in assuring his ability to
expand the public debt indefinitely.

The restraints which will check an abuse of the
currency function are twofold. The first is a
clear-cut public disapproval of infinite currency
emissions and the second the restoration of the
gold standard.

WHAT IS A GOLD STANDARD?

Before testing the restraining influence of the
gold standard let's define it. A country is on
the gold standard when the unit of value is de-
fined as a prescribed guantity of gold of specific
fineness. In fact most currencies had their origin
in a definite weight of some metal. The pound
sterling at the time of the Morman invasion was
actually a pound of silver 92.5 per cent fine.
The American dollar up to the time of the
Roosevelt Administration was defined by statute
as 25.8 grains of gold nine-tenths fine.

it is necessary to emphasize the fact that the
monetary standard, in order to be gold, must be
a specific weight of gold, and that it is this quan-
tity of gold and not some pale, remote claim upon
the metal which constitutes the geld standard.

“The first rule of the gold standard,” said the
late Benjamin M. Anderson, “is to pay out gold
on demand.”* This is precisely what the Gold
Standard Act of 1934 ferbids. Under Section 6
the Act states categorically: “no currency of the
United States shall be redeemed in gold.”

4 Benjamin M. Anderson, The Chase Economic Bulletin,
MNovember 20, 1931, p. 4.

This applies without exception to any citizen of
the United States. Should he be so misguided as
to contrive in some fashion to convert a part of
his folding money into gold he could be punished
under one prescribed penalty by the loss of all
the gold inveolved plus an added amount equal to
twice this value. Under another penalty he might
suffer a fine of $10,000 and ten years’ imprison-
ment.

Professor Kemmerer, probably the foremost
authority on the gold standard and until the time
of his death active in the affairs of the Econo-
mists’ MNational Commitiee on Monetary Policy,
had this to say about the gold standard: "Al-
though there are many types of the gold standard,
the gold standard may be said to exist in any
country in which prices of goods and the obliga-
tions of debtors are usually expressed in terms
of the value of a monetary unit consisting of a
fixed gquaniity of gold in a free market. The gold
standard exists whenever the value of gold i @
free market is the actual standard, regardless of
the machinery by which the standard is main-
tained and regardless of whether this machinery
operates automatically or is managed.”?

In other words, the test of the gold standard
is the ability of the individual unconditionally and
without penalty to convert his currency into gold
and then do anything with that gold he chooses,
i. e., take it out of the country, hoard it, convert
it into ornaments, or chuck it into the sea.

IMPORTANCE OF A FREE MARKET

Twice during Kemmerer's definition of a gold
standard he made the validity of his definition
rest upon the presence of a free gold market.
Without such a free market the definition is
meaningless,

The citizen with paper money must have the
constant, unconditional right to convert this into
gold. As the holder of the yellow metal he
has the option of exchanging it for food, shelter
and pleasure, converting it into ornamenis or
using it as a medium for his savings. A valid
gold standard must safeguard this constant com-
petition between monetary and non-monetary
uses of the yellow metal, its present use by
expenditure, and deferred use by saving. A gold
standord without @ free market is no wmore possible
than o gawme of football without o gridiron. A free

Currency Stabilization i Ladin

BE. W. Kemmerer,
erican Commercial Conference,

Asnerica. Fourth Pan
p. 2, October 6, 1931,



.fnarket is the field within which it demonstrates
its value and its alternative functions.

This vital role of the free market is thoroughly
understood by the technical echelons of the
F. R. B., the Fund, and the Treasury. They
recognize in such a free market the necessary
prior step by which an honest currency, again
fulfilling its definition as a stipulated gquantity
of gold, may be restored. They oppose such a
free market not because they fear the fancied
chaos which might result but because they know
that it will jeopardize their power as the managers
of our currency.

Yet it may seem to some students that a gold
position that amounts to only 13.8 per cent of
total deposit and currency liabilities hardly af-
fords a safe margin for a return to gold. In fact,
a President of the United States, justifying the
abrogation of the gold clause in a radio speech on
May 7, 1933, pointed out that the government

or absence of conditions which might induce an
exhaustion of American gold. For this purpose
the following table is helpful. It shows total
gold stocks at ten year intervals for the last half
century, the relation of those gold stocks to total
immediate liabilities payable in gold, and the
portion of world gold stocks held in the United
States. It is obvious from this table that our gold
supplies in relation to potential claims are greater
than they have been at any time in the past ex-
cepting only the years immediately following the
higher valuation of gold in 1934. Our share of
the world’s gold is at a record level.

REAL FEAR

The fear for our gold stocks in the event of
specie resumption is real. Since the hazards to
which they would be exposed are partly psy-
chological, it would be rash to say that they
could withstand the unconditional access which
a gold standard would entail.

MONETARY GOLD STOCKS TO LIABILITIES AND TOTAL WORLD STOCKS
(In Millions of Dollars)

) Total
e Total (1) Bank
* Year Currency Deposits (2)

1898 1,180 5,688
1908 . 2,466 12,785
1918 4,195 27,716
1928 4,510 53,245
1938 — 6,461 51,961
1948 . . 28,329 146,860

(1) Does not include gold coin.
(2) Al banks—U. S. excluding inter-bank deposits.
(3) Currency Plus Deposits.

had thirty billions of debts and currency payable
in gold, private corporations another sixty or sev-
enty billions in securities and mortgages likewise
payable in gold, and “that all of the gold in all
of the world amounted to only about eleven
billions.”"¢

Is it not wiser to defer a free market for gold
until the government is ready to resume specie
payments on the basis of $35 an ounce? It is
a question asked by many sincere students who
believe that a free gold market today might be
premature, who apprehend an exhausting drain
on the government’'s gold stocks, vast as they
are, if specie payments are resumed.

Before considering this question it is well to
note the size of our gold stocks and the presence

6 Franklin D. Roosevelt, On Qur Way, p. 78.

Ratio Ratio
Monetary Gold Stock World American
Gold To Total Monetary to
Stock Money Supply (3) Gold World Gold
862 12.6% 4,485 19.2%
1,618 10.6 6,552 24.7
3,163 9.9 9,280 34.1
4,109 7.1 11,100 37.0
12,963 22.2 24,240 53.5
24,166 13.8 34,400 70.3

There is also no blinking the fact that a great
deal of economic water has gone over the dam
since gold was fixed at $35 an ounce in January
1934. At that time hogs were worth $5 a hun-
dred, corn 40 cents a bushel, cotton 12 cents a
pound, and timber $25 a thousand. A good
mechanic could be hired for 75 cents an hour.
Since then, with the exception of aluminum and
electric power, almost everything has gone up in
price—even the President’s expense allowance.
In the interval a great war has added $230 billion
to the public debt. Our bank deposits have
gained $110 billion, a rise of 300 per cent, and
our currency in the hands of the public $23 bil-
lion, a gain of 410 per cent. If similar upheavals
in the past are any guide it is most unlikely that
money will recover the general purchasing power
which it had fifteen years ago.



Under the circumstances nc one can know what
a proper basis for a return to the gold standard
should be. There is a sound practical way to find
out. Repeal the silly penalties on the possession
of gold. Permit all gold currently produced or
imported to be traded in an open market. Let
buyers and sellers, casting their free votes in the
form of bids and offers in an authentic economic
town meeting, determine the value of the yellow
metal.

If after a probationary period of some years
the price of gold revolves about a $35 axis, then
it will obviously be safe for the government to
open the doors of its mints and redeem at the
statutory rate whatever paper currency is offered.

If, on the other hand, the price of geld in such
an open market tends to fHuctuate above and
below a $50 line, it would obviously be foolhardy
to try specie resumption on a $35 basis. Pending
such an experiment, the govermment can retain
its gold stocks.

PRECEDENT

There is persuasive precedent for this action.
England abandoned the gold standard in August
1914, It returned to gold on April 28, 1925 and
was again forced off the standard on September
21, 1931. The experience was unhappy. It was
unhappy because in the interval between the end
of the First World War and the return to gold
England had the benefit of a free gold market
whose verdict for reasons of nationmal pride it
chose to ignore.

The pound at that time had a statutery gold
content of 123.27447 grains of gold eleven-
twelfths fine. This was 4.86656 times the geld
content of the American dellar, a ratio which was
therefore the par of exchange between the twe
currencies. When sterling was unpegged in the
fall of 1919 gold immediately rose to a premium,
reaching a peak of almost fifty per cent for the
month of February 1920. The average premium
for gold that year was 33.2 per cent. In 1924,
the year prior to resumption, gold traded at an
average premium of [0.1 per cent, indicating
strongly that a return to the old par would over-
value the pound and undervalue gold.

This advice of the free market England’s
leaders chose to ignore. As a result her export
industries were placed at an immediate disadvan-
tage. With her domestic prices unchanged it
meant the foreign buyer of English goods had to
pay approximately ten per cent more in his
own currency than he did in the preceding year.

The only possible way to compensate for this.
was through an increase in English productive

efficency or a decline in English wages, neither of

which proved possible.

ENGLAND’S PLIGHT

Had England heeded the clear verdict of her
free market in gold she would have returned to
some lower parity with the dollar possibly $4.25
instead of the prewar level. Her failure to do so
teft the Bank of England struggling to protect her
gold reserves and induced chronic unemployment
in her export industries. An eminent English
authority, Prefessor T. E. Gregory, describes
England’s plight.

“The first effect of the rise in the wvalue of
sterling naturally was to cause staple exports to
fall off in value and volume, thereby creating
unemployment in those industries, and as time
went om, to cause the leve] of wages in these trades
to fall substantially below the general level. . . .
Great Britain’s exporting capacity was prejudiced,
partly by the fact that her predominant pre-War
export industries were being subjected to special
difficulties and partly by the rise in the external
value of sterling, which not only accentuated the
pressure on these particular industries but ham-
pered the possibilities of expansion of the other
exporting industries.”?

The end of this stubborn refusol to accept the
tustruction of @ free market was o dromafic confes-
sion of tnsclvency on September 21, 1931,

Would “‘a higher price for gold . . . impair
our monetary standard™? The precise reverse
occurred in Great Britain, [t was a lower price
for gold than the free market indicated which
was the cause of England’'s financial humiliation.

It is asserted that any break in the fixed link
between gold and paper money, assuming that
such a link is currently real in the United States,
would cause gold to rise and paper money to
decline in value. *“This is simply because paper
is paper and gold is gold. . . . [t matters not
what the size of the unit may be; if a paper money,
linked directly or indirectly with gold, at a fixed
rate, is cut loose from gold at that rate the price
of zold will rise.”

An apparition of continuous progressive in-
flation is conjured up should we permit a free gold
market to guide us to the proper basis for specie
resumption. MNothing of the kind happened in
England. Actually gold was worth less in 1924,

TT. E. Gregory, The Gold Standard and [is Future,
E. P. Dutton & Co., New York, 1935, pp. 42-43.



the year before resumption, than in 1920, the
first full year after the pegs had been removed.
The average annual premium on gold in 1920
was 33.2 per cent and in 1924 10.1 per cent.
England did not suffer because she had a free gold
market but rather because having such a market
she ignored its judgment.

THE GREENBACK EXPERIENCE

Another lesson with a similar meaning but a
happier result is provided by the Greenback
period of 1862-78. Like many other govern-
ments before and since, Congress, confronted by
the mounting costs of war, was unable to collect
the revenue or borrow the money with which to
pay the urgent bills of a nation fighting for its
life. It authorized the issue of an irredeemable
paper currency and promptly abandoned the gold
standard.

There immediately developed in New York an
open market in gold. The discount of the green-
backs and the rising premium on gold proved
disconcerting to our legislators and particularly
to the Secretary of the Treasury, Salmon P. Chase.
The premium, it was believed, was due to specu-
lation and speculation in turn to treason.

The story of this experience is told in one of the
classics of economic literature, 4 History of the

Greenbacks, by Wesley C, Mitchell, with which

GOLD & COMMODITY PRICES

every student of money is familiar. Speaking of
the various attempts to cure the premium on gold
and their failure, Mitchell says the reason is clear.
*They were based on the assumption that specu-
lators had increased the value of gold——while the
fact was rather that the government's notes had

fallen in common esteem.’’8

When Congress reluctantly considered a bill to
close the gold market, Senator Colamer remarked:
“Gold does not fluctuate in price . . . because
they gamble in it; but they gamble in it because
it fluctuates. . . . But the fluctuation is not in the
gold; the fluctuation is in the currency, and it is a
fluctuation utterly beyond the control of indi-
viduals.”"®

These are observations which should be noted
in appraising the prediction of monetary catas-
trophe if a free gold market should now be
authorized, i. e., *‘Chaos in prices, production, and
foreign exchange rates would be the natural
results.”

With much misgiving Congress passed a bill to
close the Gold Exchange to take effect on June
21, 1864. Mitchell refers to the passage of this
bill as “the gold bill blunder.””'® The closing of

8 Wesley C. Mitchell, 4 History of the Greenbacks,
University of Chicago Press, Chicago, 1903, p. 228.
9 Ibid pp. 229-30.
10 Ibid p. 232.
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the gold room paralyzed trade and created an
immediate demand for the repeal of the hill.
Rather than admit the consequences of his folly
Chase resigned. The bill for repeal was passed
on July 1st without debate and the gold room was
recpened for business on the 5th of July.

How sericus were the gyrations of gold during
this greenback period? The accompanying chart
shows the premium on gold and an index of 30
basic commodities. It will be seen that the price
of gold merely reflected, as so many members of
the Civil War Congress suspected, the changing
purchasing power of the paper dollar. The price
of gold faithfully mirrors all the major and most
of the minor fluctuations in prices with identical

In view of all that has happened since 1934 a
free gold market is the necessary prelude to am
honest gold standard. It is the only practical
way to restore such a standard without running
the risk of a grave miscalculation such as England
committed in 1925, Those who through a blind
economic Tundameniclism resist this procedure ave
effectually berring the veturn of gold.

CAUSES OF DEVALUATION

The experience of England in the period 1919-
25 and this country during 1862-79 proves con-

clusively that the presence of a free gold market

does not lead to the progressive deterioration
of the monetary unit. The fear that such a mar-
ket will set the stage for a succession of devalua-
Hons is without foundation.

This country has had one expertence in deval-
nation. It occurred immediately after the advent
of the Roosevelt administration and was conscious
in purpose and deliberate in procedure. The gold
content of the dollar was reduced from 25.8
grains of gold nine-tenths fine to 5 5/21 grains
of similar fineness. Tkis devaluation had no reln-
tion whaisoever fo g free gold morket. Iun faoct
throughount this period an open market in gold wos
prokhibited wnder severe penallies, o situation which
has prevoiled ever since.

Devaluation on this occasion, as has been
pointed out in other Leifers, was the result of a
theory that prices could be contrelled by varying
the gold content of the dollar. The couniry in
1933 was still struggling with an intractable de-
pression and the new administraton felt that
drastic, even unorthodoz remedies must be given
a trial. it was the ebsence of o free market in gold
which facilitated the consummotion of wmonetary
heresy.

Will a free market for gold constitute a “fever
chart” calling public attention to the course of
inflation and thus aggravate it? It is reasonably
certain that a free market will show a substantial
premium for gold. In the Toronto market gold
coins are freely traded. An American double
eagle, a trifle less than an ounce of pure gold,
has a bid and asked range of $45-52.

Incidentally, the Canadion goverwment hos foler-
afed such ¢ marke without going into o finencial
tailspin,

In New York under Section 19 of the Treas-
ury's Provisional Regulations under the Gold Re-
serve Act of 1934, trading is permitted in natural
gold. This is unsmelted, unrefined gold in the
form of nuggets, flakes and dust. The frm of
Bache & Co. provides a market which deals in
contracts of {00 ounces on an 85 per cent fine
basis. Such gold is trading at $39-%$40 an ounce.
On a 100 per cent fine basis this represents a
price of approzimately $45 an ounce.

At the end of the year :gold in Zurich was
selling for $43 an ounce, in Lisbon and Stock-
holm at $45; in Mexico City at $53; in Paris at
$57; in Berlin at $62; in Buenos Aires at $68.50;
in Caire at $72; in Bombay at $92; and in
Chunking at $100.

Certainly a free market for gold will be a
fHuctuating market as are the markets for every-
thing else that is not nailed down by government
vkase. Ewen when the government applies the
full force of its authority as it did under the OPA,
any marked difference between official and nat-
ural values leads to so-called black markets.

Price fluctuation in a free market is the delicate
and automatic mechanism by which supply and
demand are equated to permit the actual transfer
of the units offered for sale. There is no gues-
tion but that a free market for gold will mean a
fuctuating market.

However, as long as gold remains the stand-
ard which a country professes for its currency,
an official value or buying price places a sup-
porting level under the price of gold. In the
United States this price is now $35.00 an ounce.
This base is similar in its function to the buy-
ing price for gold which prevailed inm England
during the period 1919-1925 and in this country
during the period 1862-1879. The presence of
such a base permits the free market to compare
its own wvalue for gold with the value which the
government places upon the vellow metal. It is
helpful in the determination of a final, tenable,
practical price for gold.

‘



‘ During the past decade that dollar has under-
gone great changes in purchasing power mea-
sured on scores of “‘fever charts.”” Many of these
charts are maintained by the government itself
as a valuable service for the information of
business and the general public. The monthly
Federal Reserve Bulletin, the Survey of Current
Business, to mention only two, are virtually solid
compendiums of fever charts, almost all of which
have a direct or indirect bearing on the value of

the dollar.

AN ORDERLY WORLD MARKET IN GOLD

Actually all these yardsticks of changing value
promote that effective art of living which is de-
fined as an adjustment to the probable. In fact
it is in the areas in which no markets or only
poor markets prevail that price changes are most
violent and least predictable.

An open market in gold in this country, oper-
ating with legal sanction, would be the focus for
the trading of vast quantities of gold. It would
tend to reduce the great disparities which now
prevail between Bombay and Paris, Buenos Aires
and Karachi, natural gold, gold coins and pure

gold.

It would do more. It would provide a forum
in which the conglomerate currencies of the world
would find a valid common dencminator of value.
It would explode effectively the fantastic fiction
that currency relationships can be maintained at
the approximate levels prevailing on July 1, 1944.

A RECORD

Let those who fear that a free gold market
might be inflationary consider the record of the
past ten years. There was no free gold market dur-
ing that period. The price of food between Janu-
ary 1939 and the end of June 1948 rose 116.9
per cent; clothing 56.2 per cent; housefurnishings
56.1 per cent; construction costs 107 per cent;
wages 104 per cent.

The purchasing power of the dollar in terms of
living costs fell 42 per cent in this period; in terms
of wholesale prices 54 per cent; in terms of wages
53 per cent. It must be apparent even to those
who are not professional economists that inflation
is the result of forces that have little to do with
a free gold market.

Actually a free gold market in addition to its
moral value in restoring a vital portion of its stolen
freedom to the American public and its economic
value in permitting the honest evaluation of cur-
rencies in a competent open forum will fend to
check the forces of inflation, promote stability and

facilitate the management of the public debt. This
is a qualified statement. A free gold market will
not eliminate inflation, will not guarantee stability,
will not remove the problem presented by a huge
public debt. Its influence cannot be absolute.

TREASURY PURCHASE OF GOLD
INFLATIONARY

Consider the effect of the present procedures in
the acquisition of gold by the Treasury. During
the calendar year 1948 the gold stocks of the
United States increased by $1,490 million, of
which approximately 5 per cent or $75 million
was accounted for by domestic production. The
gold which found its way into our Treasury ex-
ceeded the total world production for the period
by 102 per cent.

As this gold enters the Treasury the Federal
Reserve Bank is credited with the proceeds in
special accounts established under Section 16 of
the Federal Reserve Act. ‘“‘Balances in such
accounts shall be payable in gold certificates.”
These gold certificates constitute thereafter a part
of the nation’s basic reserve,

Under the law the Federal Reserve Banks may
expand their liabilities in the form of notes and
deposits up to four times this basic reserve. In
other words, the sale of the gold to the Treasury
permits a potential expansion of the central bank's
credit equal to 400 per cent of gold involved.
The credit of the central bank in turn when used
by the member banks has a potential expansion
ratio of approximately six times.

This means that the sale of a million dollars of
gold to the Treasury creates a potential expansion
24 times as great in the commercial banking sys-
tem. Itis beside the point to argue that the Treasury
and the Federal Reserve Banks will not utilize this
highly combustible inflation base in the manner
outlined. The truth is that they can if they wish to.

COMPENSATORY MEASURES

In fact the Federal Reserve Banks are forced
at once to take measures to offset the inflationary
impact of this gold purchase. The American pro-
ducer who has sold a million dollars worth of gold
to the Treasury is paid with a Treasury draft
which he deposits in his own bank. The bank in
turn sends it into the nearest Federal Reserve
Bank where its reserve account is credited with
the million dollars.

That bank has received a net addition to its
reserve account against which it may make loans
and increase its own deposits. The present rule



of thumb expansion ratic is sixfold. In order to
offset this possible credit expansion, the Reserve
Bank dips into its portfolio of government securi-
ties and sells an equivalent amount.

The checks which the buyers offer fer these
securities are drawn against commercial banks
and when cleared through the Federal Reserve
Bank are charged against the reserve balances of
the commercial banks, thus reducing them back
to the point where they were before the gold pro-
ducer sold his million of gold to the Treasury.

HOARDED PAPER MONEY

A free gold market would serve public policy,
particularly central bank and Treasury policy, in
another way. During the ten year pericd ending
in December 1948 the total of coins and paper
money in circulation increased approximately
four-fold. In that same period large deromina-
tion currency, ie., $50 and over, increased five-
fold. Large denomination currency outstanding
at the end of the year amounted to $8,697 million.
This is more than twice the total amount of all
currency outstanding at the end of 1920, Large
denominations account for almost a third of our
total currency.

It is obvious that much of this is hoarding on
the part of individuals who may confuse liquidity
with security or simply hold cash for want of a
better haven. When more than $700 millien of
thousand dollar notes and more than $5,000
million of hundred dollar notes are in the hands
of the public, we may be sure that they are not
being used in the settlement of business transac-

tioms. [t is a striking index of fear.

H a free market in gold were restored it is prob-
able that much of this hoarded currency would
be exchanged for the yellow metal. This currency
would then find its way back to the central bank
where it could be retired and thereby reduce a
part of the total money supply. Furthermore, to
the extent that other money of smaller denemina-
tions is used for the purchase of gold and retired,

the total circulating media would shrink. If thei
quantity theory of money has any validity this
decline in the amount of currency would tend to
increase the purchasing power of the remaining
money and tend to check a rise in prices.

Much of the gold coming intc such a free
market would unguestionably come from abroad.
During the past year 95 per cent of the Treasury
purchases consisted of foreign gold sold by gov-
ernments desperately in need of dollars. If a free
market is organized this gold will be seld to
private buyers. To the extent that the price paid
exceeds $35 an ocunce the sellers will have that
much more in dollar credits. The excess will
come out of private purses voluntarily and consti-
tute a contribution to world recovery not financed
by the general funds of the Treasury and under-
written by the taxpayers of this country. Is this
not a sounder provision of aid than appropriations
by Congress?

Thus, a free market for gold, in addition to
being a horse sense first step to the return of an
honest gold standard, carries definite advantages
in the form of a common denominator for world
currencies as an inflation deterrent, and as a
stimulant to foreign economies not underwritten
by Uncle Sam. [t will correct a gross injustice to
the gold producer. It will restore to the Ameri-
can an essential right, a right that should never

have been taken from him.

In a free market the individual records his
choice. YWhether a buyer or seller, he expresses
a valuation made in the light of circumstances
that affect his own interest.

Particularly is this true of gold. The man whe
buys gold and hoards it is saying in effect: *[ trust
the value of gold more than the promises of my
government.” It protects the workers’ savings
against the chicanery of Finance Ministers, the
designs of planners, the infirmity of governments.

Joseph Stagg Lowrence
Vice President, Empire Trust Company
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The Colorszdo School of Mines will hold its fifteenth annual Engineers' Day
on &pril 22 and 23, J. R. Medaris, Chairman, urges members of the Association to
attend this event and enjoy the fine program which has been arranred.

The annual convention of the Idaho Mining Association will be held at Sun
Velley, Idaho, June 13, 14, end 15.

University of Denver Day. The second amnual Exposition of the University of
Denver Collegiate Chamber of Commerce will be lheld on tae campus in Denver on
April 20 and 21. The State Mineral Resources Board will put on display its very
fine exhibit showing the mineral resgources of the state and statistics appertaining
thereto.
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Anyone familiar wita the location of a mill capable of grinding free milling
ore to 60% minus 200 mesh using straight cyanide method should contact Gordon Jdones,
Suite 801, 330 Bay Street, Toronto 1, Canada.
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{ Q_Q_L.Q{) Sputh Africa, like France, has broken through the ceiling placed by the

e Americen Government on the price of gold and sold 100,000 oz. of fine
gold in London at $38.20 per oz. of 22 carat metal, or the equivelent of $31.67 per
fine oz. Apperently this Z2-carat provision was put in as a sop to the Internation-~
al Monetery Fund, to maoke it appear that it wes metal for coinege or industrial use.
The Paris agreement has been extended to all French overseas territories, which will
be allowed to sell half their gold in the Paris free merket, and the other half
sbroad. Brezll is discussing the free sale of gold and Belzium is going to sell 40
percent of its gold on tae free market, while South Africa's action will probably
fortify Australia in its demand for similer action. It will be interesiing to see
if the economists of the International Monetary Tund will prove correct in the view
they have consistently espoused, tiiat the gold-selling countries would find the
free-morket demand was of very limited proportions, or whether a large business will
be done. I+ has been felt the I.M.F. spokesmen didn't believe their own assertions
or they would have told the clamoring sellers tc go ahead and get it over witi.

The I.M.F. has reexamined the South African idea, and strongly disapproves,
and Premier Havenga says it is entirely consistent with the I.M.F. sgreement and
that South Africs will carry out its intentions. Oscar Hobson of the "News Chronicie®
seys the transaction in wnich he names Mocatta & Goldschmid as the principal brokers
was on hehalf of American buyers. _

However, A. F, Southard, executive director of the I.M.F. s8id at a hearing by
the Senate Finance Committee on March 8, no more sales would be mede after this
100,000 oz. transaction is over. He gald the South African officials affirmed that
the transaction was properly safeguarded for use in non-monetary channels, but the
Fund officials disagreed. Senater Owen Brewster of Maine gtrongly supported the
I.M.F. end protested against the transaction, and said the fund should show more
tateel ond backbome' in enforcing the agreement to stabilize currencies and monetary
values. Senator Eurene D. Millikin of Colorado surgested thet the present official
parities of exchnenge fixed for most nations in 1946 were unreslistic, Noturelly Mr.
Southard indisnently denied it. Senator Millikin stated as his opinion that the
I.M.F. and trade sgreements were "putting leg irons and handcufis upon our inter
netionol trade’; winicn seems a singularly sensible observation to us. As a matter of
another opinion the "Finencial Times" of London says the $35 gold rate agreement goes
beck to 1944 and ssserts that false rates of exchange are causing more damere Ho
world reconstruction than is generally supposed. It is apparently the London view
that with increasing signs of an economic recession the I.M.F. must overhaul this
matter of unbalanced currencies. ' .

Representative Daniel A. Reed (Republican, New York) has introduced a bill
4o restore the rights of American citizens to own gold and gold coins," and in
general to restore the gold standard (introduced March 7).
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iﬁhe American Mining Congress -0 = To. 8 ~ February 28, 1949

"The bill is aimed at providing restitution for gold mine owners and operators
who were victims of an unjust wartime order", Senator McCarran explained. "The WPB
Limitation was the only Government order closing a productive industry during the
war. Issuance of the order was an Administrative error based upon a statistical
misconception that many men would be released for other war work, Actually the
amount of manpower freed for essential industries was negligible. There is even
some doubt as to the legality of the Order. Finally the economic loss to the gold

mining industry has been great and in some cases the damage may be irreparablel,
the Seanator concluded, :

PREMIUM GOLD SALES: The Directors of the International Monetary Fund on Feb. 27

issued a statement declaring that the Fund is not satisfied
with the safeguards set up by South Africa to assure that the 22-carat gold it sold
at premiunm prices will be used only for industrial, professional and artistic pur-
poses (Bull.#6,p.5). The Fund also decided that South Afrieca should not enter into
any now contracts to sell semi-processed gold at premium prices unless it consults
with the fund in advance and gets its approval.

The Directors charged that international sales of gold at premium prices "in-
volve a loss to monetary reserves, since much of the gold goes into private hoards
rather than into central holdings,! : '

The Directors also reiterated their stand that the Fund will adhere to the $35
an ounce gold price established by the U, S. Government and approved by the Fund.
They objected strongly to a recent statement by South African Finance Minister
Havenga, in which he said, "It has become increasingly clear that the elaborate
attempt to keep up behind tremendous facades of exchange controls the fiction that
gold is worth only $35 an ounce, carnot endure much longer. This is an international
problem and will soon be the touchstone of the success or failure of the Internation~
al Monetary Fund.!

ATASKA STATEHOOD: The Alaska Miners Association and the Alasks Salmon Industry have
asked a House Public Lands subcommittee to postpone for 30 days
from March 3, the scheduled hearings on Delegate Bartlett's bill (H.R. 331) to con-
fer statehood on Alaska. These organizations told the committee that the time
element involved makes it impracticable for those:interested to appear on lMarch 3.
They pointed out that the proposed measure presented no opportunity for the
establishment of an econonmy sufficient to support the State Government, as only
200,000 acres of the 350,000,000 in Alaska would inmediately vest in the Statbe, and
that the minerals in the new State lands would be reserved from sale and be subject
only to lease, They also stressed that National Forests, cover the entire South-
eastern Alaska reglon and all of the timbered area of Western Alaska. The bill
alsoc proposes, they said, to transfer control of the fisheries to the State, thus
clashing directly with the Supreme Court's findings with respect to California tide~
lands and shrimp fisheries off South Carolina, and leaving Alaskals fishing industry
Min a state of chaos and confusion and subject to divided regulatory authority.”

UMW~NLES RULING: UMWA attorneys today filed a formal exception to findings of an
NIRB trial exsminer that the 1948 Bituminous Coal Vage Agreenent
violates the Taft-Hartley Act.

VIRB trial examiner William R. Ringer had ruled on Jan. 19 (Bull.#4,p.8) that
the wunion shon provision of the ccal contract was illegal because a najority of the
workers affected had not authorized it through a government-conducted election as
required by the Act. The UMWA had to file a formal exception to keep this finding
from becoming a final NWLREB order.

The union contended that even without a formal election on the union shop, the
UMW membership had established a national policy committee anthorized to negotiate
an agreement. Under that authority, the committee had accepted the agreement con-—
taining the vnion shop provision, the union attorneys stated. They declared that
this was "In fact, a discharge of the mandate of and from the Union's membership
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NOT TO BE RELEASED UNTIL wORNING OF FEBRUARY 2, 1949

Address by Joseph Stagg Lawrence,

Vi e President, Empire Trust Company.
lew York, before the Colorsdoe sining
tssociation, Denver, Colorado, Tuesday,
Februesry 1, 1949,

GOLL AND RBECUVEERY

One of the major prebiems confronting the government snd the
people of this country in the post war period has been infliestion. Since
1939 the cost of food has gone up L47.3)., weges 1352.2%, wholessle prices
112.4%, snd trensportstion, ze messured by railroad freight rates, 52%.
This rise in prices hes perveded almost every field in our economy, with
the single exception of gold. bGven the President's salary and hig expense
account reflect the changing value of the american dollar.

I need hardly amention to this audience that the decline in the
value of the dollar has presented us with one of the most scute political
issues of the post war period. On three sepsrate occasions, in his capac-
ity as President of the United States, sr. Truman has asked Congress for

extraordinrry powers te deal witiz this problem. Thrcughout the recent
campaign he taxed the 80th Congress with inflation responsibility for its
failure to contirue the UPA and grant him the necessary suthority to keep
prices zt reasonable levels.

Ir his enalysis of the problem, the President has accused, at

various times, the grain speculator, the nigh profits of corporations, the

conspirstorial monopolies of big business and the alleged failure of our

banks to keep credit within bounds.
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At no time and on no occasion did he place his finger on the
single valid cause of the distressing rise in prices from which this
country has sulferred. That cause, as every monetary economist has long
since pointed out, is the excessive issue of currency znd the enormous
expansion of bank credit necessitated by the fiscal preectices of the
federal government itself.

Nor has the President, or eny of his advisors, pointed out that
the only effective check on prices whick 211 the experierce of history
has ever demonstrated hss been the check which an honest gold standard
provides.

As we move from the President to the Federal Reserve asuthorities,
we find & similar concern for inflation. Ghere, sgein, remedies are peri-
odicelly proposed to correct this pervading ailment. In the 1945 annual
report of the Federzl Reserve Board, dr. Lccles suggests thet the Board
be grented authority to impose any reserves upon the banks of the country
which it might deem desirable. It alsc asks for tone right to determine
the character of a benk's bond portfolic. It asks for further gualitative
credit econtrols similar to the limits on borrowing for security purchases
and the regulation of consumer credit. Here is sn officlsl body charged
particularly by law to operate tne Zmerican centr:l banking system in a
fashion thet will promote 2 sound banking siructure snd an honest currency.
It has ample funds for resesrch and 1s able to employ outstanding experts
in the field. Yet, in spite of this peculiarly responsible and competent
position, the board has falled in the last fifteen years to call attention
%o *re one condition which alcone will serve to check the infinite expansion
of benk credit end the uniimited issue of folding wmoney - namely, an honest

gold stendard.
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Yhat is the reason for this startling feilure? why is it that
the sdministration and the execubive sgencies cepable of disgnosing our

price problem snd presecribing authentic remedies heve meticulously svoided

the only possible sounc prescriptiont The znswer is to be found in a

A

seductive ideologicrl importetion known as & meneged currency.

This theory, like so meny others that hrve confused and bedeviled
the Americwn people in recent yeers, hes come from hknglend. Probebly the
chief exponent of a managec currency in the last generstion has been the
lete Lord Keynes. Immedistely sf'ter the First World Var, John irynard Keynes
wes one of the stoubest supporters of en honest gold standard. In fsct,
some of the most elocuent encamiums ever penned on behalf of the yellow metal
have come from the hend of Lord kheynes himselif.

Ho ever, during the period of the early 2G's, perticularly after
Grest Britain wss forced off the gold stendard in 1931, the views of Mr.
Keynes chenged. He not only believed it best for & government to control
credit and currency to regulste the price level, but thet it wes & solemn
duty for every government to do so. Because of their great imporitance, this
injunction applied particularly to Grest Britein and the United States.

Under his skillful exposgiticn Jr. Keynes found converts both in

England and this country. As corollaries of s managed currency, he added

the theories of pump priming and governinent control of the bond merket. He
was frankly committed to & progrem of continucus inflation. Only in this

way could kngland find relief from tae SUCCGSSiDn of ecrises which had plezgued
thet country during the 30's and the continu-tion of which he apprehended

sftar +ha Second World War.
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As a result of this thinking, the early discuésions of the
Bretton ioods agreements revealed a strong objection on the pert of the
English to any use of gold or even to any reference to it in the agree-
ment. It was argued by them that gold wes an anachronism, a relic of
barbzric usasge which had no validity as a monetary fzctor in the modern
world.

They argued that the production of gold was an actusl social
waste. It involved the lsborious sbstraction of the yellow metsl from

the mines of Utsh #nd South Dakota, the placers of California and Alaska,
and the re-burizl of this same gold in the bowels of the earth in Kentucky.

RBepeatedly they pointed out what to them seemed & self-evident
truth. If by design or through some natursl c:lamity, the gold st Fort
Knox were to dissppear without the knowledge of the americen people, it
would mzke not the slightest difference in the acceptsnce of the Americen
dollasr or in the value of thzt dollar,

This bland sophlstry has made such neadwey in Americen éhinking
that the suthorities, wrestling todey with the problem of infimtion, fail
even to wmention gold 2zs a possible check on the eveporating velue of the
dollar, In gpite of an official ceonspirecy of silence wailchk shrouds this
subject, we know that the American people, like a2ll othcr people, have =z
deep-sected longing for the security which 2 gold unit of exchenge affords.

Elsewhere in the world men sre esgerly bidding for the precious
metal. In siexico the peon, in France the peesant, in China the coolie. 211
seek this tried and tested heven for their ssvings.

It—is & shocking comment on the deterioration in the Ameriecan

concept of freedom that this country lesds the wey in denying to the indi-

vidual the right of refuge in gold wnich is still enjoyed by people in



other parts of the world.

I do not meen to imply thst gold will automatically stebiliz
the price level snd establish a permcnent and invulneruble value for the
dollar. Fortunstely, wgerever gold is used ag a base for = currency, it
sffords consider:hble breathing space for price levels end business fluctus-
tions.

The competent advocates of gold have never argued that it prevents
price fluctuations or eliminates the peaks and the villeys of the business
cycle. However, it does place definite limitptians on the range of price
fluctustions. It does so because it acts as 2 check upon the infinite ex~
pansion of currency and credit. It makes impossible the type of extreme
price behavior which is now taking place in other pesrts of the world, price
behavior whose ultimate correction can come only in the form of currency
confiscation or repudiation by the government.

Cwith this limited but vitel function irv winc, what can we do in
this country to return to 2 solid currency basisy Mmeny students whe under-
stend the operstion of a gold stendzrd and who believe that monetary éelva~
tion can be féund only in a return to gold, fear the resumpticn of specie
peyments by our government. They argue that zny attempt to redeem currency
a2t 135 &n ounce of gold might result in a rush on the American Mint which
would denude the Treasury of its gold stock.

This feer is probably well founded. Bear in mind that the price
of gold was fixed in 1934 at (35 an ounce &nd thst since then the wholesale
price index hes gone up 1255, hourly wages 154% and fuel 88%. Only gold
retains 2 nominal value of {35 an ounce.

Economists know that supply and demend at any time depend upon



—b-

price and that a fair price is thzt which equetes supply end demand. If,
8 a result of érbitrary urice fiiing, a comnodity is set at s price thet
is too high, supplies become redundant. This was illustreted by the pre

wer accumulations of cotton and grain by our government.

On the other nend, il prices are fixed a2t too lov a level, we
have scercities anc grey markets. The illustrstion of thet is the present
situstion in steel and zutomobiles. Scarcity here 1s due entirely to & price
‘thet is too low.

Let us assume now that our govermment were to offer wheat at 95
cents sbushel, hogs et ¢5.00 a hundred ¢nd cottorn ut 12 cents & pouhd.
These 2re the prices thet preveiled ir 1934. I &m sure, in soite of the
growing supplies of thesé commodities st the presest time, they would prove
unable to satisfy demand at these prics levels.

Even though we heve approximstely two-thirds of the known gold
stocks of the world, even though we nave 5.6 tises ss much gold es we had
in 1929, even though the rztio of gold stocus to totsl demsnd ceposits and
currency is more favoredble today then it vas during the 20's or the period
ﬁrior to the First world wer, an unrealistic price of 35, if mrintained in
an open merket, would probably csuse z aisastrous drain on cur gold stocks.

It is in the light of this possibility thst ve suggest an inter-
mediate step. Let the govermment change the provisions of the Gold Reserve
Act of 1934 and permit & free open weriet in gold. There is no reason in
equity, morals, or good sconomic sense wity the miner should not be permitted
to teke his gold to the mint, accept 3% paper dollafs for it, or receive it
back in properly certified form end sell it in the best wurrket he cen find.

After all, every other producer, whether of gervices or of tengible
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zoads hes precisely this same fight. It 15 a right which every one trkes
for granted in & free economy, avright which is enjoyed by people elsevhere
who presumsbly do not have the advantages thot we possess.

In such a market where bicders are free to psy ony price they
choose and where sellers csn offer their supplies, & feir value would be
developed. If, in the light of this value ascertsined over & period of
time, it seems that the government could resume spgcie payments at £3% sn
ounce, then certainly it would be safe for it to do so without incurring
the danger of =« cisaétrous drain of gecld stocks.

On the other hand, if such o marxet skould demonstrste over =z
period of time & vilue st some higher level -~ sszy £45 to éSC - then, obvious-

ly, it would be unrealistic for our government ever to attempt to return

to & $35 sn ounce basis.

Here is & sound test of the possible return to s gold stesnderd,
a practicel test of the value for gold on which sucn & return could be
effected. The men who argue that s free gold mauriet will tend to confuse

the public and creste chuos :re slaply afreid to submit to this on & fair,

practical basis.
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LATEST INFORMATION OF GOLD J O
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Did you ever hesr of an industry laying off mon and reducing production at
a time vhen the commodity vhich it produces is in the greatest demand in history,
vhen the people not only of this country, but of nearly every nation in the world,
are clamoring for it? k

Let me tell you of such an.industry.
¥

The commodity which this industry produces is still under price control,
in spite of the fact that the OPA and the WPB have long since passed into the
realn of alphabetical memory. People went this commodity, and in order to get it
are willing to pay a substantial premium over the Government fixed price; but the
right to buy, and even the right to possess this commodity 1is denied to the people
by law and regulation. :

For every other commodity this Nation produces, it has long since been
recognized that substantial output cannot continue with rising costs and a fixed
selling price for the product. But the industry I sm talking about apparently 1s
expected to go on producing at a loss, inside the straitjacket of rigid sovernment
control. Not one voice in government has been raised in behalf of any form of
assistance to this industry, in cpite of its truly desperate situation and the fact
that its product is vital to the well-being of this nation.

I am referring to the gold mining industry of the United Statee. Demand
for its product was never greater, both at home and abroad. Yet production has
reached a3 low a level as we have experienced for many years. Price and wage
levels nearly three times those of 1934, vhen the price of 2old was fixed at $35
per fine ounce, heve forced muny operators of gold mines to close their operations.
Once closed, meny of these mines can never be reopened, because of the excessive
costs vhich would be involwved. Most of the properties that have closed have been
small onerations. Many vords have been spoken about the plight of the small
businessman today. Yet ve have done nothing to enable the small producer of gold
to stay in business. He ig not asking for a subsidy; he asks only the right to be
allowed to sell his product at whatever price the public is willing to pay for it.
Could any reguest be more reasonable? '

During the last three months unemployment in this country has increased,
largely becauce of seasonal declines in employment that normally accompany severe
weather. However, this small decline in employment, together with declining prices
of agricultural commodities, has made meny serious students of the business situa-
tion pause to congsider the economic prospects of 1949. Te are now in a period of
business uncertainty, such as prevailed in early 1946 and early 1947.

A period of business uncertainty, with seasonally decreased employmernt, is
no time to force layoffs or curtailment of the output of any commodity for which
a large unsatisfied demand exists. It 1s not good sence to pay men unemployment
compensation benefits and relief payments vhen the public would eagerly buy the
product of their labor in the mines. ‘ :

A federal law thet was passed fifteen years ago, when conditions were very
different from today, prohibited the private possessgion of gold except under license
from the Treasury. 1t fimed the price ot vhich all domestically-mined gold must
be sold to the Treasury. FExcept for small sales for industrial uses, the Treasury
has sold gold chiefly %o naticnals of friendly foreign countries, also in limited
amounts. ‘

The citizens of this country have no objection to price-fixing in time of
war.  Then the rationsl safety is at stake, complete coopcration is given by all
responsible citizens. But after the close of hostilities, in response to public
sentiment, we cuickly abandoned price controls. Ve found that they actually cur-
tniled production of useful goods and services. But price fixing for gold was not
abandoned. It was continued in the same form as we have 1t today. There are some
who hold that complete price fixing should have been continued for a longer pexdod
after the war. This controversy I will not now discuss, but I do vant to point out
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that in the case of the gold mining industry, removal of the price controls that
influence costs of operation, while continuing the controls on the selling price
of the finished product--gold-~wes an injustice that has been defended by any re-
sponsible group.

Sometimes it reguires a jolt to the economy, in the form of deecreasing
employment and folling prices, to make us realize the necessity of correcting some
inequities of long standing, vhich escape the attention of the public in times of
£ull employment and rising prices.

On January fifth of this year I introduced in the Senate of the United
States a bill (8. 13) to permit the sale of gold within the United States, its
territeries and possensiens, including Alaska, and for other purposes. This bill
rould permit individuals legally to hold and own gold in eny form, without licenses,
and to buy or sell, import or export gold, vwithout restriction. It would not re-
quire the Treasury to redecw United States paper currency in gold, just as our
Treasury nov is not regquired to redeem this currency in gold, The bill would re-
quire no positive action by our Government. It would impese no administrative
burdens., It would create nce additioral bureaucracy, and would wecuire no appro-
priation. '

In effect, the bill vouid allow producers of gold to sell their product for
h tever the public was willing to pay for it. It would ensble small mines to be
perated so as to cover out-of-pocket costs. It would encourtge the miner to stand
on his ovn feet and operate hils ovn business vithout diserdmination from hkis
Government.

Since the war years we have forced our domestic mine owners to sell their
product at a fixed price, while most forelgn countries have given direct or in-
direct subsidies to their gold mining industry in order that the gold may be sold
to the United States for dollars. Once more we ure curtailing an important indus-
try in the United States while other countries nre expunding the 1r ovn similar
industries. The Internsational Monetary Fund on several occasions has objected to
direet aubgidies to geld producers, but has not been able to stop the use of in-
direct henefits. The niners of the United States never have asked for a subsidy;
but thery do bplneve that the average citizen of the United States should be
allored to set vhatever premium in dollars he is willing to pay for the current
output of the mines.

One contribution to falling employment has been the decline in foreipgn
trade, which reached its pezk in 1947. TForeign nations do not have enocugh dollars,
vhich they reguire for the purchase of goods in the United States. They, there-
fore, encourage gold production in their ovm countries. In the absence of an un-
restricted go¢d ‘market this Imported gold must be sold to the United States Treas-
ury, and imnmediately enters the money suppiy of this couwntry.

Gold sold to the Treasury represents high-povered dollars, since it adds
to the hank reserves of this country and permits banks as a group to expand de-
posits und loans by about six deollars for every wdded dollar of bank reserves.
This goid increases bank reserves at a time vhen the Board of Governors of the
Federal Reserve System has been trying tc obtuin control of the supply of bank re-
serves, Gold sent to this country by foreign governments expands our money supply,
and ugually results in increasing deposits in the hunds of the public to six times
the zold receivts. This takes place at a time vhen ve are fnced neither with in-
flation nor vitih deflation, but it comes at a time vhen we do not need a larger
money supply. The supply of money in the United States was large enough at the
end of the war, without having foreign gold preducers and United States bankers
cooperating to expand it to unreasonable levels.

Operation of an unrestricted market for gold would keep the high-powered
dollars, generated by imports of gold and new domestic production, out of the mone-
tary system of the United States.

Under my bill gold would be sold for dollars zlready in circulation, and
would not be used to create new monsey.
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My bill w ould permlt the Board of Governors of the Federal Reserve System
once more to control the supply of bank reserves, and through this mechanigm the
entire money supply of the United S tates. This was the function vwhich the Federal
Reserve System was intended to exercise when it wes establicshed in 1914. It was

to be the function of the Board to mitigate booms and busts--by "sitting on" the
boom or bulge, the only way in which inflationary expansions of credit can be
coutrolled.

Most of you have been reading the newspapers. You know that federal
government expenditures are going to be higher this year and higher still next
year. The economy must be kept active, but inflation must not be allowed to get
out of control.

Private owners hip of gold is a great smoother of inflation and deflation.
When facilities are available during times of inflation people chocse more lasting
velues and prefer to purchase gold, thereby contracting the inflationary forces of
enlarged bank reserves. If deflation tihrsatens, with its attendent unemployment,
gold will ve sold on the public ma rket and the basis then will be laid for in ex-
panding money supply for the country. This action has been observed in many coun-
trieg. For example, from Indiz in the depressed thirties came one and ong-half
billion dollars in gold--from & country traditicnally known as "the sgink of the
precious metals!". In the United S tates, people do nct have an opportunity to
legally purchese and hold gold, nor the legel right to sell what they have.

Some commentators have advecated a proposel that the Treasury be required
to redeem United States currency in gold, at $325 per fine cunce. Such a requirs-
ment might easily set in motion a serious deflation. It would contribute nothing
to enployment or the reopening of closed gold mines. Any substantial emount of
redemption of currency in gold would require the Treasury and Federal Reserve Banks
to abandon their pelicy of supporting the prices of United States Government bonds
at approximately par. This might undermine public confidence in the Iinancial
structure of this country, since banks, insurance companies, and all of our in-
stitutions of individuai savings and money supply are based upon the continued
value of United States Govermment obligstions. The Fresident of the Fedsral Re-
serve Bank of New York commented recently that scme people sald that the way to
resune gold redemption was to resume. He added that some paople sald that the way
to let go of a besr by the tail is to let it go; that the situation would then be
resoived. You no longer have a bear by the teil, but the results are likely to be
very disagreeable. To discontinue support of the Government bond market wouid
bring ehout disustrous results. Furthermore, I can see no particular purpose that
will be served by reinstituting redemption of the currency in gold at this time.

The point that I wish to strees is that in a time of business uncertainty
we must not do anyvthing to start either a deflation or an inflation. We must use
our good sense to keep employment at a maximm. We must allow our own citizens
to possess a store of va lue in the form of gold--if they want it. But we must not
require the Treasury to sell gold to a nyone, at any time, at any fixed price. Pub-
lic confidence in our money and in our financial institutlons is of the utmost
importance at all times, a nd especially when a seasonal let-down in employment may
make people apprehensive ss to the future of prices and incouwe.

During the war vears we shut dovn the gold mines of the United States, al-
though most foreign countries, including our ellies, continued active operation of
their goid mines. This curinilment, under War Prodvction Limitation Order L-208,
was intended to divert the use of manpover and critical materia 1s into war indus-
tries. We now realize thzat this order was a mistake, and a serious inequity to
the miner. In order to correct a part of the injustice - cccasioned by this order,
on January fifth, I introduced a bill (S.45) for the relief of the cwners and
operators of certain gold mines which were closed, or the operation of which was
curteiled by War Production Limitetion Order L-20%. This legislation has a great
deal of merit and I very much hope to have the complete and enthusiastic co-
operation of the gold mining industry on this bill, as well as 5. 13, in an
effort to enact them into law during the 8lst Congress.

I shall do everything I can to achieve that objective; but I say to you
plainly, if you want these bills enacted, you will have to fight for them; and you
will have to get your Senators and your Congressmen vo fight for them. &s for my-
self, I am in this fight with both feet, and I am going to stay in it. This is
one Irishman who will stand hitched for the long haul.
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CAVADIAN GOLD BONUS: In view of the wide interest in what Canada is doing to ald its

: £0ld nmining industry, the following item in this norningls Wall
Street Journal 1is reproduced verbatim., The full text of the rogulations referred to
is' not available at this writing.

"Subsidies for Canada's gold nine industry went into effoct yesterday with
publication of regulations under which the system will operate. The. official announce-
nent was published in an extra issue of the Canada Gazette,

"To heln gold nines caught between advancing cost of production and the fixed
price of §35 an ounce at which they nust sell their product, the act provides that the
dominion will assist them to the extent of 50% of the cost of production in excess of
$18 an cunce. The assistance is retroactive to last Januvary 1,

"The regulations define what the mines may include as charges against the cost
of producing an ounce of gold. They are:

"Operations costs.

"Pre-production costs and costs of depreciation on plant equipment and the like
up to 15% per annunm under the same terms as the mines make similar deductions in their
income tax return,

"Wew nines, which pay no income tax for the first threec years of production, are -
allowed %to let their depreciation deductions pile up and be applied when they start
paying incone taxes. TFor the assistance, however, they are allowed to add the depre-
ciation to the cost of producing gold in their current returns. The depreciation
cannot exceed 15% of the value of the plant and equipment. The sane applies to pre-
production expenses that may be added to producticn costs. N

"Also there nay be added to the cost of producing gold the exploration and de-
velopnent expenses required to maintain ore reserves up to three years at the current
rate of withdrawal in the case of mines whose ore reserves were below this level at
the beginning of 1948,

"In the case of nines whose reserves were greater than three years withdrawal,
déevelopnent and exploration costs will be allowed un to the anount required to nain-
tain reserves. The reserves, however, must be at the same ratio as existed at the
baginning of 1948,

"No mine shall receive assistance payments unless it keeps suitable books and
produces norc than 50 troy ounces of gold annually which gold must represent 70% or
more of the total value of the products of the mine. This would exclude mines whose
chief product is base metal and gold only a by-product.

UCapital exploration and development costs which the nines may add to their
costs of production are defined to include expenditures on shafts, stations, under-
ground crusher and pumping statinns, main havlage ways, ore and waste pockets and
other develonnent work designed for continuing use. Such work must be capitalized
and the expenditures smortized generally at the rate of 15% ner annun.,

"Provisions are made for assisting mines that suspended operations when sus—
pension was beyond the control of the operator.

"Advance payment of assistance on a quarterly basis is provided up to 80% of
the estimated amount the nmine would be entitled to receive.!
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Gentlemen: GOLD AND INFLATION

A little known but highly important event of 1947 was the increase in gold
stocks of the United States of over $2 billion.

Although the United States stood ready to buy all gold offered at $35 per
ounce, United States gold holdings for some years had remained fairly stationary,
as is shown by the "Daily Statement of the United States Treasury":

As of Qunces Dollars
January 1, 1944 626,785,964.7 $21,937,508,765.15
January 1, 1945 589,106,766.0 20,618,736,810.04
January 2, 1946 573,281,235.4 20,064,843,237.30
January 2, 1947 586,538,499.1 20,528,847,466.97
December 31, 1947 650,107,101.4 22,753,748,547.47
Increase in 1947 63,568,602.3 2,224,901,080.50

CAUSE

The cause of the increase in 1947 was the greater demand for dollars plus
the new and potent factor of compliance with the request early in 1947 of the
International Monetary Fund that member nations should prevent as far as possible
the sale of gold at above the $35 level. This automatically diverted to the
United States Treasury, gold which otherwise would have been sold elsewhere.
Previously, the demand for gold outside the United States was so great as
to absorb, at prices well above $35, all gold offered and very little came to
the United States Treasury, except United States production, which by law
must be sold to the Mint. The outside demand still remains.

INFLATIONARY EFFECT

All purchases of gold are ultimately cleared through the Federal Reserve
Bank, which receives payment from the Treasury in the form of a gold certificate.
This gold certificate is not placed in circulation. It is more of the nature
of a warehouse receipt than money. But it is counted as money in the sense that
the Federal Reserve Bank credits the Treasury with the amount as if it were a
deposit. The physical gold is stored by the Treasury, but its value is turned
into bank credit money.

The seller of gold deposits the check he receives in payment in his own
commercial bank, which in turn forwards it to the Federal Reserve. In payment
of that check, the Federal Reserve simply gives the forwarding commercial bank
a deposit credit on its books of the appropriate amount, which increases accord=
ingly the reserve of the commercial bank. In central reserve cities, a $2 billion




increase in reserves permits an increase of bank credit through loans or
discounts to the extent of five times such reserve, or $10 billion. Some of
this amount has been used. The potential increase of money due to the purchase
of $§2 billion of gold in 1947 may thus be said to be a total of $12 billion.
In his statement to Congress of November 25, 1947, Mr. Eccles, Chairman

of the Federal Reserve Board, said:

"Qver the next year, the gold inflow is estimated at from

2 to 3 billion dollars. Multiplied by six, this would permit

an expansion of bank credit of from 12 to 18 billions."

UNITED STATES .GOLD HOLDINGS
The United States now owns about 60%, or 3/5ths, of the world's monetary

gold.

The world mine production, excluding Russia's (which is unknown), of
gold in 1946 was about 21% million ounces, worth at $35 per ounce over $750
million. The $2 billion gold bought in 1947 was roughly equivalent to over 2%
yvears world mine production of gold, excluding that of Russia. Total world
monetary stocks (excluding Russian) are about $35 billion, of which the rest of
the world owns about $13 billion, and the United States over $22 billion.

In 1947, the United States purchased (in addition to the equivalent of all
current mine production) approximately 10% of the $13 billion of previously
mined gold in the outside world. If it should continue to buy at the rate of
$2 billion per year and new mine production remains as in 1946, the United States
would purchase all the monetary gold in the world, outside Russia, in approxi=-
mately ten years.

Even present holdings of 60% of the world's monetary gold would make it
difficult for other nations to return to some form of a gold standard unless the
United States is prepared to redistribute its holdings to some extent. Certainly
it is important that further accumulation by the United States be lessened as
much as possible, both for this reason and because of its inflationary effect.

ONE REMEDY

Amend the United States laws so as to==

(1) Rescind the prohibition of ownership of gold by United States
citizens,

(2) Permit a free market, both in the United States and elsewhere,
for all gold, ineluding United States mine production, and

(3) Leave the present gold policy otherwise unchanged, continuing
the obligation of the Treasury to buy gold offered at $35 per
ounce.

The demand for gold is such that much, if not all, newly mined or other gold
offered for sale would be absorbed by others than the United States Ireasury,
just as it was between 1944 and 1947. This automatically cures the inflationary
effects of purchasing and will result in more gold being placed in other countries
and among the citizens of the United States.

The International Monetary Fund may oppoSe such a programme, but after
the experience of 1947 it may reasonably be expected not to do so. However that
may be, lessening further accumulation of gold by the United States and stopping
present inflationary effects of purchases is much more important ultimately
than following the Fund's proposal, which, in effect, is rapidly throwing into
the United States Treasury not only the equivalent of all newly mined gold but
also even greater quantities of gold previously mined.

Respectfully yours,
FRANCIS H. BROWNELL
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3 GOLD - ITS PAST AND FUTURE

By Merrill E. Shoup*

It is easier to review the past history of gold than to predict its
future course. The 1938 gold productiion of the United States was 5,106,109 fine
ounces, with a value based upon $35,00 per fine ounce of $178,713,815, The 1937
gold production was 4,834,062 fine ounces, with a value of $169,192,182. The
inereased production in 1938 over 1937 was accounted for chiefly by Alaska,
California, Idaho, Nevada, Oregon, South Dekota, South Carolina, Washington and
the Philippine Islands, which alone increased its production from 716,967 ounces
in 1937 to 862,397 ounces in 1938,

Based upon present available estimates, the gold production of the
United States for 1939 will exceed 1938 by at least the same amount as 1938 ex~
ceeded 1937, The world outlook for 1939, insofar as production of gold is concerned,
points to the same upward trend which has risen steadily from 19,317,961 ounces in
1929 to 37,109,321 ounces in 1938,

The immediate future of gold, both world-wide and in the United States,
insofar as its value and continued use as a medium of exchange is concerned, and
the maintenance by the Treasury of the United States of the $35.00 per ounce price,
is more difficult to predict. Since the $35,00 price was made effective by the
Treasury our gold holdings have increased to the point where we now have more than
one-half of the world's known supplys Since 1934 more than $7,000,000,000 has been
added to our gold stock. As our 0ld holdings have increased those of other natioans
have correspondingly decreased.

The heavy additions to the United States zold stock, both from newly
mined sources and importations during the past few years have created considerable
fear in the minds of economists and zold producers that the rest of the world might
Zo completely off the gzold standard and leave the United States as practically the
only large nation remaining on it. This possibility has led to the advancement by
economists and other well informed persons of various proposals relative to some
form of legislative or executive action which Congress or the President of the
United States, or both, should take to preserve and perpetuate the use of gold as
the monetary standard of our nation.

Propositions which seem to have gathered considerable support are that
the President or Congress, or both, should either take the steps necessary to again
return into circulation the vast hoard of zold held in safekeeping by the United
States Treasury, or else issue gold certificates in payment for newly mined gold
produced in the United States and its territories,

In 1914 practically all nations of the world were on the gold standard,
and had managed to stay on it for several decades. The use of gold as a medium of
exchange had become common throughout practically the entire civilized world, due
to the fact that zold possessed gualities desirable for a monetary medium in a
larger measure than any other known commodity.

¥ President, Golden Cycle Corporation

Presented Annual MNetal Mining Convention, Western Division, The American Mining
Congress, Salt Lake City, Utah, August 28-31, 1939
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Throughout the ages men had tried various commodities to facilitate and
expedite the process of exchange. In the very early stages barter was unsed.. In
later stages, among numerous articles used as a medium of exchange were shells,
veads, furs, grain and various precious metals. Gold finally became the generally
accepted medium of exchznge due to the fact that it possessed more than any other
commodity the necessary requisites for a satisfactory medium.

The chief requisities are & commodity in unfailing demand with wide
acceptability existing in sufficiently large quantities to meet exchange needs,
yet not so abundant as to lose its desirability; so durable that it will not lose
its exchange power through decay or deterioration: can be divided into small units
and used in transactions involving small or large amounts; is homogeneous and all
parts or units have a uniform value and can be egually divided; is portable and
possesses cognlizability; has stability of value so that when contracts are made
which involve the future payment of money both parties can have reasonable assurance
that payments made in the future in 2o0ld will have the same absolute and relative
position at the end of the contract as at the beginning. Gold possessed, and still
possesses, more completely than any other commodity these characteristics and
throughout the decades no other medium has been found which so fully satisfies these
standards.

The above requisites were based on the proposition that gold would eir-
culate freely, would pass readily from hend to hand, and never upon any idea that
20ld would be sterilized, buried in the ground, or used as a basis for managed
currency. &old has, in addition to its use as & medium of exchange, value in
connection with use in the arts. Therefore, all of the above factors combine to
meke it the most all around satisfaciory medium of exchange and it has been accepted
by mankind as the result of decades of experience.

Today we hear considerable discussion about a return to the old days of
absolute barter, particularly by such nations as Germany, etc., or the substitution
of some other medium of exchargs in the place of gold. Most of this talk comes from
the leaders of the so-called "*have not" nations. If they possessed enough gold to
continue upon the gold basis little Derter talk would be heard. It is hard to
believe that a medium which has been in use for more than twenty-six hundred years
will ever be entirely replaced by some other medium of exchange. The long history
of man's search for a satisfactory medium substantiates this.

The present world chaotic conditions cannot continue indefinitely. Sooner
or later order and stability will return and the other nations which have or had
been on gold standard so many hundreds of years and may temporarily have abandoned
it will return to the use of gold. The gold standard, when in force, is the strongest
basis for international goodwill and trade and the world must and will ultimately i
return to ite

It has been estimated that since 1492 there has been produced in the world
more than 1,190,000,000 fine ounces of gold weighing approximately 41,000 tons, worth
on the $35.00 an ounce basis, epproximately $41,600,000,000; this huge stock has been
accumulated through the ages because men believed in zold, based upon centuries of
satisfactory experience, and had found it the most satisfactory medium of exchanges

Much of the zold which has come to the United States, particularly since
1934, has been sent in, either by individuals or foreign nations, to be kept in
safekeeping until the present world chaos has disappeared and become history, This
gold will flow out of the United States to these nations when order and confidence
have been restored and the world gold distribution which existed prior to 1934 among
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nations will again be re-established on some new basis and zold again become the
accepted world-wide medium of exchange.

As far as the immediate future of gold is concerned, insofar as its
continued value and use as a medium of exchange, complex problems are presented
which can produce a series of different answers. Probably no one in the world
today can foretell what will happen and one person's guess is as good as anothers.
It seems generally agreed that insofar as the United States is concerned the return
of gold into circulation as an actual medium of exchange is a desirable thinge.

Just how this is to be accomplished and with what methods is the problem to he
determined.

The immediate future price of zold is somethinz which no one can forecast
with any assurance. One thing is certain, however, gold!s value may change, but
its acceptability will remain. Gold possesses all the desirable factors which a
medium of exchangze should possess, and will return to its proper place in the
world!s affairs as the most desirable and acceptable medium of exchange yet devised
by man to carry on the nation's and the world's businesss

o0o
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THE FUTURE OF GQID *

By! Donald H, McLeughlin,
President,
Homestake Mining Co.

The stability of gold, Acceptance of gold as a token of inherent value is
so common a characteristic of 2ll manner of men that there is scarcely any part
of the world in which an individual possessing gold would not be able to exchange
it advantageously for the goods or services he desired, This is not theory;
it is simply an observation of a human trait thet comes as near to being a law
as anything can in the social sciences, Oonsequently, gold is trusted as a
basis of exchange and as a measure of the value of currencies to a degree thet
is not even approached by any other means, Confidence in gold far exceeds con-
fidence in governments, and possession of gold is rightly regarded as a better
security for wealth than the holding of promissory notes,

When not restricted by arbitrary political controls and limitations on
trade, the purchasing power of gold is stable over wide regions. It may be
temporarily altered by artificial devices and it is subject to slow changes in
response to the available supply and to the demands upon it, bul by and larse

he velue of gold possesses a mementun that carries it along a regular course
with a steadiness that forces other units of value to adjust themselves to it
on its own terms, - )

The profound dislocations in the worId's economic order that lead %o wild
fluctuation in the value of paper currencies and to the excesses of the priating
press are not the fault of gold, nor can they be corrected by gold alone, In
the post-war periods, it was not gold but paper currencies that lost their
virtue, OSurely it was no reflection on gold that its value in German marks
went to = fantastic figure; or today its value in Hungarian pengos. o -
rigid standard can protect = people from the disasters resulting from losses in
war, from dislocated trade, and from their owm ecomomic follies, but the exisg-
tence of gold as an international mecsure of'value, even though at times it
mey be somevwhat in the background, exerts & restraining and stabilizing influence
that in the end tends to restore financial sanity after the most drastic
disturbances, -

Besides its historical and undeniable appeal to the human race, which
insures its present acceptance wherever men trade, gold possesses certain
qualities that make it far superior as a medium of exchenge to any other that
has been proposed, Its weight, color, resistance to corrosion, and malleability
endow it with outstanding distinction and bezuty among the mebtals, Gold is
sufficiently scarce in the crust of the earth to make its recovery possible
only at 2 cost commensurate with its value; =and yet the ores in which it occurs
are so wide-spre=d that most of the nations heve deposits within their own

* Presented at the 1946 Metal Mining Convention end Expdsition, Western
Division, The American Mining Congress, Denver, Colo,, September 9-12,
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borders from vhich some gold can be derived, The annual output from the world's
mines is fairly steady yet it is responsive to economic conditions that determine
the value of gold in terms of goods and services, Gold mining operations, how-
ever, are far from simple and the investments in vlant reguired to enlarge the
productlon of a mine or to bring in a newv mine are so large that expansion in
output in response to some temporarily favorable factor is deliberage and not
disturbing, TFurthermore, the stock of gold already available above ground is

of such megnitude that the annual inerement is not out of line with the percent-
age growth that is needed to meet the enlarging commercial activities of the world,

No other metal or commodity possesses such qualificstions., And no promis—
sory note of any government can commend the same wide-spread acceptance or even
deserve the same degree of confidence,

In comparison with artificial units, such as the commodity dollar or other
strange creations based on economic indices of one sort or another, zold has
the suvreme virtue of tangible existence and traditional vaive that meke it
registant to political manipulation and not exelusively dependent on definitions
and agreements that are apt to become scraps of paper when they run counter to
national expediencies,

The gold miners these days may have their troubles, but in my judgment they
need have no fears about the steady persistence of domand for their product,
The world will continue to want it and over the years will undoubtedly continue
to pay enough for it to keep zold mining active and attractive for new ventures
as well as profitable for established and steble operations,

Gold supply and price. In the late l920's, much concern was expressed
over the possible failure of the gold supply to grow at a rate commensurate
with the expansion of money needed for the rapidly increasing industrial and
commercial ectivities of the world, Decreasing grade and rising costs with
deecper mining in the Witwatersrand were beginning to create doubt about the
meintenance of the output of this leading gold field, and the new gold from
Canada's growing mines 'seemed hardly enough to offset the sxpetted decline in
the older fields, In conjunction with these conditions came the sudden enlerge-
ment of debts during the first world war, the dislocation of certain of the °
dominent currencies, the fluctuation of the business cycle on an intemperate
scale, and above all the blind insistence of the major ereditor of the world,
the United States, to maintain a so~called favorable balance of trade, From
our present point of view, an adjustment of the currencies of that period to
the realities of gold in the face of these disturbances now appears to have
been unavoidable, The old gold standard, though admirably suited to meet the
needs of closely balanced multilateral traae in the well ordered world that
preceded the war, simply could not correct the excesses of the new times;
and the Iunctlon of gold had to be redefined in less rigid terms,

The fixing of the price of gold at $35 per oz. by the United States govern-
ment in Jonuary 1934 proved to be a fortunate level though I am inclined to
think that more luck than wisdom was involved in the selection of this particu—
lar figure, At the time, it was apparently expected that the cheapening of the
dollar in terms of gold would bring about a greatly desired increase in domestic
prices but as is now well known the change had little or no influence on themn,
On the other hand, the effect on international exchange and prlces in foreign

trade. was prompt and drastic,



Donzld H, McLaughlin =3

The output of gold had already been stimulated in countries other than the’
United States by the higher prices paid in pounds sterling but our action brought
further benefits to the gold miners abroad, as well as help to them at home,
smong which the stabilization of the price =2t the new level was not one of the
least, On the Witwatersrand, though the immediate result was a slight decline
in ounces of gold produced in 1935 due to ubtilization of existing plant capccity
for lower grade ores that were made commercial by the advance in price, the
guantity of gold as well as its total value soon started to climb as mills wvere
enlarged and as new mines were brought into production, By 19&1, the record
year, production in ounces wag over 30% greater than the 193U output, New and
speculative ventures were undertaken, such as the tracing of the gold—-beering
reefs for over fifty miles to the southwest beneath unconformable cover, and
even bolder exploration for blind occurrences at greater distances met with
brilliant success, The confidence with which British mining groups put vast
sums of money into these costly developments was and still is a most reassuring
sign of their faith in the persistent value of gold,

In the United States, where gold mining is rather over-shadowed by our
other immense industries, the real megnitude of the operations on the Rend is
not always appreciated, In value of its gross output, it is easily the first
mining region of the world, but even when measured by other indices it is still
outstanding. In 19h0, 65,000,000 tons of ore were mined, a quantity that is
matched only by the Mesabi range in its peak years, In depths of shafts, in
miles of workings, in consumption of explosives and steel, in abundance of mining
machinery end capacity of plants, the Rand may well be regarded as the méjor
mining distriet of the world. And all for gold, It is further enlightening to
note that 1t maintained this place throughout the war and there are no signs
today of any loss of énthusiasm for its prospects on the part of the hard-headed
men vho control it,

New districts and new mines were also developed in many widely separated
parts of the Canadian shield, and the older gold producing regions there, as
in the United States, Australia and elsewhers, showed new life, Not even the
soclalistic economy of the Soviets could resist the grant of increased power to
gold, and the exploitation of both placers and lode mines in Siberia was so
energetically pushed that Bussia was soon competing for second place as a gold
producer,

In response to these wide-spread efforts, world production rose from about
20,900,000 oz, in 1930, to close to 141,000,000 oz, in 1940, This increase wes
indeed spectacular and probably would have been adequate to meet the peculiar
demands of the times if ti had not been for the still more profound disturbzsnces
and inflations resulting from the sedond war,

The spread between the price of gold and the cost of mining and recovering
it from its ores that prevailed in the period between 1934 and 1941 was enough
to atiract money into new ventures and to promote exploration and mine develop-
ment throughout the world on a scale that removed all denger of shortage of ore
for some decades, yet created no threat to the value of gold through over
production. The increased oubput seemed about in balance with the world needs
until the vast increase in paper money, the shortages of goods, and the drop in
gold production resulting from the closing of mines in the United States and
from lack of labor and materials in other fields, as well as the restrictions
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on sale of gold; exchange controls and abnormal trade conditions in nearly every
comtry during the second world war, again disturbed the equilibrium and raised
new doubts as to the ultimete value of the world's paper currencies. There now
seems abundant indication that gold is preferred even to dollars at the preseant
Treasury price, and that unless there is marked change in the factors listed
above, even the strongest paper currencies may be forced eventually to recogrize
a higher price for gold,

Movement of gold to and from the United States, An even more spectacular
result of the increase in the price of gold in 1934, however, was the effect on
international exchange, Through it, more dollars could be purchased for a unit
of foreign gold, and, as domestic prices had not risen, our goods and services
were at.bargain levels in forelign currencies, Gold immediately commenced to flow
to the United States at an.accelerated rate and continued to do so until checked
by leud~-lease agreements which postponed and effectively wrote off whatever
settlements might normally have been expected,

At its peak in 1941, our gold stock amounted to about 650,000,000 ounces,
uwzon vhich a value of 22,8 billion dollars was placed, In this immense sum was
included the original value of the gold held in 1933 plus a profit of
$2,800,000,000 from the write-up, as well as the profit on the gold collected
from privete holdings for vhich the Treasury paid $20,67 per ounce but entered
-on its books at $35. (Whatever 'benefits! the zold miners received in the first
yeers efter the devaluation of the dollar were surely small in comparison with
the 'profits' the Treasury took into account!) In =ddition to this, however, ,
gold emounting to about $14 billion was acquired between 1934 and 1941, Some
$1,200,000,000 was obtained from domgebic mines, but the rest came from abroad,
of which Sh,917,000,000 was in settlement for the excess of exports over ilmports
during these years, Most of the balance prior to the war was refugee money,
which for the most part could be regarded as claims against cur wealth in one
form or another, As war purchases increased, however, these foreign claims were
redvced and eventually the bulk of the bullion from abroad could prowerly be
regarded as a measure of the value of the tangible assets - machinery, metals,
0il, cotton, foods and other real property - with which we had actually parted,

In many ways, this was truly the most fabulous investment in history,
As a mersure of its magnitude, it is worth noting thrat 22,8 billion dollars
is comparable to the gross value of the entire output of metals from all the
mining districts of the west, In a senge, this great store of gold might be
regarded as a reserve for the depletion thet our mineral deposits have sus—
tained to date,

As en investment, it makes sense only if the gold eventually will be
accepted for goods and services comparable in value to those we gave up to
acquire it. Obviously, it is vital to us to preserve the power of gold to
restore the wealth for which it stands,

After the lend-lease sgreements reduced war-time settlements to relatively
lov levels, our large purchascs of metals and other strategic materials princi-
pally from Latin American countries created claims against us for which gold
at $35 per oz, was accepted without question, and I am inclined to think even
with enthusiasm, Some 2,5 billions of our gold was used in this way, which
apvuears to be the chief reason why our total stock declined from a high of
$22,8 billions in 1941 to about $20,2 billions at present. )
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The recent decrease in our gold holdings is even more pronounced when con-
sidered in relation to the world's total stock, Since the beginning of the war,
the mines of the world have produced about 210,000,000 ounces of gold, worth
$8,400,000,000 at $35 per oz. Of this quentity of gold, the nations outside the
United States appear to have absorbed $5,8% billions in addition to the $2.5
billions in addition to the $2.5 billions released from our stocks, a total
amounting to $8.3 billions at the valuation we place on it, At its high point
in 1941, the Treasury's holdings amounted to around 68% of the total reserves
of the world., This has now dropped to about 42%, which is a shift of real
megnitude, The willingness of others to accept this quantity of gold,probably
in part at a higher priece than the standing bid of the United States Treasury,
is an unmistakable sign of the strength of zold in terms of the paper currencies,

In the long run, the value of our gold will be best protected by =2llowing
it to function as a medium of exchange instead of a means of storing inactive
wealth, If we follow the same policies thet prevailed after the first world
wer - and to date they seem much the same - we shall have the choice of parting
with our goods for paper, or making an even more outright gift of them, or
accepting gold at some price that makes our goods reasonably competitive in the
world's markets, OCarried to an extreme, such & procedure results in impoverish-
ment or on a naive dependence on storage of wealth in gold, It is no indication
of lack of confidence in gold to feel that excessive accumulation through one
sided trade inhibits its true function, A situation of this sort tends to pro-
mote devices such as the restricted trade agreements and barter promoted by the
Nazis and now by their successors, the Soviets, Although this would probably
do no harm to the ultimate value of gold, it might during a critical period
geriously lessen the effectiveness of pur gold. The only safe solution 1s
preservation and strengthening of truly multilateral trade.

For a creditor nation, such as we have been for more than a quarter century,
the only policy that makes sense, as the British so well demonstrated in the
sanc decades that preceded the first world war, is to import goods or to employ
services of greater value than those we export or perform for others, The
ad justment of tariffs to accomplish this will be difficult both economically
and politically, but if such adjustments are not made, the results will certain-
1y be more painful in the end, We should recognize what the country needs from
abroad and take sieps to increase the flow of such goods to the United States,
The building up of large stock piles of minerals and metals from foreign sources-
would be one excellent way to accomplish this end, It would tend to check ex-
cessive gold imports and would be of mutusl benefit to all participants in trade,
Such stock piles, regarded as a reserve, would not constitute a drain on the
resources of the country but on the contrary would be a means of restoring our
wealth, which would be wiser than placing complete reliance upon storage of
gold, which could become precarious when it becomes too largely concentrated
in one place, Such stock piles from foreign sources, on a scale far greater
then provided in the recent bill, would do much to stabilize trade, and, if
carefully held off our domestic market except in times of urgent need, would
in no way constitute a threat to ocur domestic mining enterprises,

A renewal of the heavy flow of gold to the United States, however, is une
likely in the immediate future simply because we are lending or otherwise pro<
viding the necessary dollars, Wien we have again grown tired of accepting

R
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paper promises in payment for our goods and are once more disinclined to give
our resources away for nothing, we shall again have the alternative of accepting
what foreign nations have to sell us or acquiring gold. If we maintain tariffs
that restrict imports and still insist on maintaining our exports at a high
level, the answer will be simple, We must teke gold; and if purchasers abroad
are to be found, paper dollars will have to be valued in gold at a price that
puts our goods within competitive range,

The current state of gold mining, As gold producers, we are, of course,
primarily concerned with the spread between the price we receive for our metal
and the cos% of mining and extracting it from the ores, Traditionally, the
spread is greatest and profits are best in times of depression, when labor is
plentiful and most efficient, and the cost of supplies and equipment reguired
for the operstions is low; and the present difficulties of the gold miners ave
in line with the reverse of this pattern., Inevitably, profits throughout the
entire industry decline and marginal producers suffer so acutely in times like
the present that consideration of measures for relief is properly called for,

Means of improving the state of the industry range from action of purely
domestic character, entirely within the control of our own government, to
ad justments of currencies to the value of gold that inevitably involve foreign
exchange and international trade in ways that are now too vitel to other nations
to permit us to move with complete independence, especially since the commit-
ments of Bretton Woods,

Steps that might be taken domestically include (1) technical improvements
to reduce costs, and to improve recoveries; (2) a premium price for gold
produced from our own mines; and (3) felief from excessive tax burdens.

Advice to the gold miners to cut their costs by economies and by technical
improvements is likely to be regarded as gratuitous under the circumstances
that prevail, Naturally, all such means of survival will be sought, and it is
surely a time when a wise marager must emphasige to 211 on his staff the need
for greater efficiency and reduction of costs,

A premium price could undoubtedly be paid for gold from domestic mines
without influencing the value of the dollar, either in foreign exchangze or in
terms of prices within the country, If paid only to marginal producers, its .
sole effect would be to zeep many smzll mines alive until such time that lower
costs cor a general increase in price of gold in paper dollars again made them
profitable, Action of this sort was talen in Australia to assist gold miners
during their lean years in the twenties, which lead to the preservation of
many small operations that became profitable producers and tax payers in the
thirties during the opposite swing in the economic cycle, vheu it proved
decidedly beneficial to the country to have such mines in full production,

In mentioning thet relief of this sort might be considered, however, I
cannot refrain from observing that paymcnt of premium prices for any metal seems
basicelly wrong in a free economy such as most of us would like to heve restored
in America, With such privileges, incvitably go restrictions and administrative
controls that in the end leave the miner not nearly as well off as he would
have been if normal prices had been allowed to prevail, But, since the plan
of payment of premiums has been adopted temporarily to relieve hardships ime
posed by fixed prices of other metals, the gold miner might properly ask for
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comparable aid to enable him to survive during a period of extreme difficulty,
Mines left too long inactive are in danger of being lost forever, and their
preservation through appropriate assistance at this time would undoubtedly be
advantageous to the general economy in the long run,

An even stronger case can be made for relief for gold mining enterprises
through adjustment of the tax burdens that are now so excessive on an indusiry
based on a wasting asset, The federal income tax law now recognizes the
principle of depletion but its provisions for depletion deductions are on the
meager side and are so restricted by intricate departmental rulings that their
benefits are aciually denied under some circumstances when they are most gerious-
1y needed, Furthermore, with the double taxation of profits, first by the tax
paid by the corporation on its income and secondly by the tax paid by the stock-
holders on the dividends they receive from the same income, the final return is
so reduced that the wltimate income from few mining investments today is enoughn
to provide for restoration of the capital within the estimated life of the ore
reserves and for intersst at a rate commensurate with the risk involved, Under
such conditions, what incentive is there to put money into development of new
mines? Correction of these two matters - viz., {1) revision of the regulations
to remove certain highly technical restrictions on the calculation of depletion
allowances and (2) elimination of double taxation, would go far toward kecping
our gold mining industry iIn a healthy condition,

Possible means of relief for the gold miners of the country that would
inevitably involve international relations are (1) an increase in the price in
paper dollars paid for gold by the U,S, Treasury, (2) coinage of gold at some
stated price with permission to citizens to acquire and to hold it, znd (3)
granting of permits for exportation of gold, or of currently produced gold, for
sale abroad at whatever price above the Treasury price it would command,

Various aspects bearing on the first question, i.e., an inerease in the
Treesury price of gold, have been already considered, ©Such a step at present
would be regarded as inflationary by most officials and economists, and, although
it would probesbly have no more effect on domestic prices than did the change
from $20,67 per oz, to $35,00 in 1934, it secems highly improbable that such a
move would be given serious consideration under the domestic conditions that now
prevail, Vhen the change was made before, -it should be remembered that prices
were low and the administration greatly desired that they should rise, Turtherw
more, the need for stimuleting our exports through cheapening the dollar is
still remote and not likely to become acute until foreign credits become depleted
or our goods for export become far more abundant, When these conditions do
arise, an increase in price of gold in paper dollars may well occur, but that
does not seem to me to be likely in the near future,-

Circulation of gold in coins would be 2 most interesting experiment, for
it would promptly reveal where paper currencies stood in relation to gold.
Gold at present is sufficiently plentiful to permit a substantial part of it
to be coined without hardship, If issued at = fair price in terms of paper
currencies, 1t should remain in circulation; =nd,if hoarded, it should be
regarded as fair warning of the weakness of the paper and a sign of the need to
correct the basic factors that create such weaknesses, Gold coins usually .
command a higher price then gold in bars in most foreign merkets, as the Bank of
Mexico with its usual foresight seems to understand, A premium on gold dollars
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in forelbn exchange would not be unlikely, if the gold in the new coins were
priced =t $35,00; end it is probable that even the diminished $20,00 gold
pieces (which would be only slightly larger then our old $10,00 coins 2t the
same fineness) would tend to be hoarded.

Perhaps o better scheme would be to coin gold in new units with no fixed
rating in dollars, An ounce of gold in such form might be called a Franklin
or a Morgenthau unless some other nzme could be found that would be more gener-
ally acceptable, If such coins were made available at whatever higher price
than current official rates they might command, and if free interchange between
countries were allowed, the relative levels of the worlds paper currencies
should Decome apparent, Such an adjustment by reference to a common standard
vould promote a base upon which a satisfactory degree of stabilization might be
achieved, if effective disciplines in internstional trade and finance were
then agreed upon and put into practice by the major nations, Possibly few
governments today would dare face such an honest challenge, but efforts to hold
paper currencies at present ratios without reference to some widely trusted and
impartial standard seem to me to be as futile as efforts to stabilize the
finences of & weak country by loans that do not correct the basic troubles of
the times, TFree circuletion of gold coins might well provide Just the freme
of reference thet is neceded for determining equitable levels to which foreign
exchenges could be adjusted by appropricte means, Indeed the coinage and cir-
culation of gold for such beneficial ends as well as for the physchological
value of having gold seen and handled agein in humen transaction has much to
gommend it,

Sale of gold abroad, Gold outside the United States, either as coin or
bullion, appears to command a price today that is effectively higher than the
U.8, Treasury price of $35,00 per oz, and even with the restrictions imposed by
duties, by exchange conbtrols, and by the gquantities that could be absorbed as
well as export - import policies in most countries, American producers could
possibly obtain some berefits if they were allowed to export their gold and.
sell it abroed.

License for the export of gold from the United States may be obtained today
only if the gold is to be used for industrial purposes. The purchaser must be
known and submit a statement from an American consul with regard to the use that
is to be made of the gold, Furthermore, the seller must guarantee that the
purchaser will use the metal only for the stated purposes., The sales =zre at the
Treasury price and the volume is small '

Sixteen countries today permit privabte gold holdings and gold trade within
their borders, Transactions in gold by individuals across international bound-
aries, however, is illegal in all countries, and where a Government or a central
bank does not retain a monopoly over gold import and export, industrial users
may import only under a strict license,

The following countries have a domestic market in gold, which might be
called open though subject in most cases to some restr ictlons.
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British India Palestine Chine,
Beypt Syria Argentina
Iran Tran Jordan Brazil
Iraq Turkey Chile
Lebanon Greece Cuba

Mexico

Prices paid for gold in the currency of these countries are far bevond the
United States level of $35.00 per oz, at the official rates of exchange for
dollars, Many of these Governments have endeavored to convert the large funds
of pzper money in the hands of the people into zold at some offered rate, In
Greece gold recently was worth $110 per ounce (based on the sale in Greecian
paper moneJ valued in paper dollars at the official rate of exchange), in
Lebanon 65 to $75; in India, the price has been as high as $88,77 per oz, but
there, as elsewhere, a recession has taken place and more recent quotetions are
around $72,71. 1In Alexandria the price dropped from $74.23 on July Hth to
$72 50 on July 1hKth,

The dop in price of gold was occasioned by sales by the Bank of Mexico,
which currently is the world's largest seller of gold, at a price equivalent to
- $40,53 per oz, Only purchasers abroad who are able to acquire the necessary
foreign exchange can avail themselves of this opportunity, but the offerings
had the effect of depressing the price of gold in the free markets of Bombay
and Alexandria,

The gold preducer in Mexlco, however, does not benefit by this price for
he mast sell to the Bank of Mexico at the equivalent of $35,00 per oz, He, as
well as others, could then purchase gold for $40,53 per oz, for domestic hoarding
or for export to a market where it might command a still higher price, but the
bank takes the first profit on the transaction. (Clearly these days the miner
is in the wrong business, when it comes to making a little extra profit from
his own metals')

In most cases, an American gold producer, even if the Government granted
special permits to sell =2broad, would be unable to obtain dollars by such a
transaction, on account of the foreign exchange restrictions that prevail and
the shortage of dollars in most countries where gold might be purchased, The
seller might indeed obtain a high price for his gold in the local currency, but
would then be faced with the @ifficulties of converting it into dollars. About
the only way this could be accomplished is through the purchase of goods abroad
and their sale to purchasers in the United States. In a rather round about
way, it would serve as a means of stimulating the movement of foreign goods to
the United States and of increasing the dollars available for foreign exchange,
both of which would be desirable objectives at the present time,

Just how much gold foreign markets would absorb in this way is difficult
to predict, The present sales by the Bank of Mexico, which has available not
only the output of Mexican mines but the earemsrked gold to its credit in the
United States, will afford very interesting data on this and other questions
related to the world price of gold,
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. Conclusion, Although gold miners today may feel more confident than ever
about” the long range future value of gold, both in relation to paper currencies

and in terms of commodities and services tha® it will command, they also realize
all too keenly that the times immediately zhead are certain to be hard, Pinched
between rising costs and a price fixed by more rigid controls than esven the
0,P,A, can impose, the immediate future is inevitably difficult and will remain
so until the next depression, unless relief of some special sort is obtained,

An increase in the price of gold is not likely to appeal to many in power
vhile inflation is being fought on the domestic front, nor is it probable as
long as amnle foreign credits are available through loans or more or less
concealed gifts, for through them enough peper will be available to settle the
excess of exports over imports, This situation, however, is not one that can
persist indefinitely, and changes favorable to the gold miner should eventually
result, With eliminetion of the present extravagances of government, with an
approach toward a balanced dbudget, with restoration of multilateral trade,
reduction of tariffs and removal of the maltitude of war-time restrictions, 2nd
with sane financial policies smong the mejor powers, inflation 2t home and even
abroad 2y be beaten, Under such circumstances, the gold miner would benefit
by stebilization of costs at & level that should allow him adequate profit,

In the world as it appears today, however, such a rational solution seems
almost too much to expect, The present troubles arising from expanding paper
currencies, tariff barriers, and nationalistic restrictions of one sort or
another are likely to persist, at least to some degree, and devaluations of
currencies in terms of gold are by no means unlikely, Under these circumstances,
the gold miners must be alert to obtain their proper share of the apparent pro-
fits resulting from such transactions, not for their own selfish ends but for
the preservation of their industry at a time when maintenance of a steady out-
put of gold will be of critical importance. The manipulations by which profits
from en increase in gold price might be turned entirely to national treasuries
or to central banks are all too simple through arbitrary sales regquirements,
restrictions on ownership or on the right to export, or through charges for
seigniorage or special taxes, Unfortunately some bad examples exists, and
the industry should be aware of the sound counter arguments and positive steps
that it could take to resist them,

By far the best solution both for'the country and the gold miners would
be the avoidance of inflation through economies without tampering with the
value of paper currencies in terms of gold, 3But even if this is not achieved,
the value of gold is certain to remain as a siable and persistent standard
against which shifting currencies are measured,

. The gold miners in the long run will be best served by the solution that
most effectively promotes nultilateral international trade and stable world
conditions under which spread between the price of gold and the cost of
recovering it from its ores is likely to be mointained that will insure the
steady annual increment from the mines that is necessary to cnable gold to
function smoothly in its traditional way,



COLORADO MINING ASSOCIATION RELEASE,
From Mining Congress, Denver Convention,

THE FUTURE OF GOLD

By: Donald H. McLaughlin, President
Homestake Mining Company

The stability of goldes Acceptance of hold as a token of inherent value is so
commen o characteristic of all manner of men that there is scarcely any part of
the world in which an individusl possessing gold would not be able to exchange it
advantageously for the goods or services he desired, This is not theory; it is
simply an observation of a human trait that comes as near to being a lew as anyw=
thing can in the social sciences. Consequently, gold is trusted as a basis of
exchange and as a measure of the value of currencies to a degree that is not even
spprosched by any other meens. Confidence in gold far exceeds confidence in
governments, end possession of gold is rightly regarded as a better security for
wealth than the holding of promissory notes.

When not restricted by arbitrary political controls end limitations on trade,
the purchasing power of gold is stable over wide regions., It may be temporaril; ke,
eltered by artificial devices and it is subject to slow chenges in response to the

‘avaeilable supply and to the demands upon it, but by and large the value of gold

possesses a momentun that carries it along a regular course with a steadiness that
forces other units of wvalue to adjust themselves to it on its own terms.

The profound dislocaticns in the world's economic order that lead to wild
fluctuation in the value of paper currencies and to the excesses of the printing
press are not the fault of gold, nor can they be corrected by gold alone. In the
post-war periods, it was mnot gold but paper currencies that lost their virtue.
Surely it was no reflection on gold that its value in German marks went to a fane-
tastic figure; or today its value in Hungarian pengos,- No rigid standard can pro=
teot a people from the disasters resulding from losses in war, from dislocated
trade, and from their own economic follies, but the existence of gold as an inter-
national measure of value, even though st times it mey be somewhat in the background
exerts a restraining and stabilizing influence that in the end tends to restore
financial sanity after the most drastic disturbances.

Besides its historical and undeniable appeal to the human race, which insures
its present acceptance wherever men trade, gold pessesses certain qualities that
make it far superior as a medium of exchange to any other than has been proposeds
Its weight, color, resistance to corrosion, and malleability endow it with outstand-
ing distinction and beauty among the metals. Gold is sufficiently scarce in the
erust of the earth to make its recovery possible only at a cost commensurate with
its value; and yet the ores in which it occurs are so wide-spread that most of the
nations have depgsits within their own borders from which some gold can be derivedes
The ennual output from the world's mines is feirly steady yet it is respomnsive to
economic conditions that determine the value of gold in terms of goods and servicese
Gold mining operations, however, are far from simple and the investments in piant
required to enlarge the production of a mine or to bring in a new mine are so large
that expansion in output in response to some temporerily favorable factor is de=
liberate and nct disturbing. Furthermecrs, tlie stock of gold already evailsble
above ground is of such magnitude that the annual inerement is not out of line with
the percentage growth that is needed to meet the enlarging commercial asctivities
of the werld, . ‘ _

"o other metal or commodity possesses suech qualifications. And no promissory
note of any govermment can command the same wide~-spread acceptance or even dessrve
the seme degree of confidence, ' ‘ '

In comparison with artificiel units, such as the commodity dollar or other
strange creations based on economic indices of one sort or another, gold has the
supreme virtue of tengible existence and traditional wvalue thet make it resistant
to politicel manipulation and not exclusively dependent on definitions and agree-
ments that are apt to become scraps of paper when they run counter to national
expediencies.

The gold miners these days may have their troubles, but in my Judgment
they need have no fears about the steady persistence of demand for their product.
The world will continue to want it and over the years will undoubtedly continue
to pay enough for it to keep gold mining active and attractive for new venbures
as well as profitable for established and stable operations, '

-
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Gold supply and price, In the late 1920%'s, much concern was expressed over the
possible failure of the gold supply to grow at & rete commensurate with the ex=
pension of money needed for the rapldly increasing industriel end commercisl actle
vities of the world. Decreasing grade and rising costs with deeper mining in the
Witwatersrand were beginning to ereate dovbt about the maintensnce of the output
of this leading gold field, and the new gold from Canada's growing mines seemed
hardly enough to offset the expected deoline in the older fields. In conjunction
with these conditions came the sudden enlargement of debts during the first world
war, the dislocation of certain of the dominent currencies, the fluctuation of the
business cycle on an intemperate scele, and above all the blind insistence c¢f the
ma jor creditor of the world, the United States, to maintain a socalled fevorable
balance of trade, From our present point of view, an adjustment of the currencies
of that periocd to the realities of gold in the face of these disturbances now
appears to have besn unavoidable, The 0ld gold stendard, though admirably suited
to meet the needs of closely balanced multilateral trade in the well ordered world
that preceded the war, simply could not correct the excesses of the new times;
and the function of gold had to be redefined in less rigid terms.,

The fixing of the price of gold at §35 per oz. by the United States govern=-
ment in January 1934 proved to be a fortunate level though I am inclined to think
that more luck than wislom was involved in the selection of +this particular figure
At the time, it was apparently expected that the cheapening of the dollar in terms
of gold would bring ebcut a greatly desired increase in domestic prices but as is
now well known the chaenge had little or no influence on them. On the other hend,
the effect on international exchange and prices in foreign trade wes prompt and
drastice

The output of gold had already been stimulated in countries other than the
United States by the higher prices paid in pounds sterling but our action brought
further benefits to the gold miners abroad, as well as help to them at home, among
which the stabilization of the price at the new level was not one of the leaste
On the Witwatersrand, though the immediate result was a slight decline in ounces of
gold produced in 1935 dus to utilization of existing plant capacity for lower grads
ores that wers made commercial by the advance in price, the quantity of gold as
well as its total value soon started to ¢limb as mills were enlarged and as new
mines were brought into produection. By 1941, the record ysar, production in ounces
was over 30% greater than the 1934 output. New and speculative ventures were under-
taken, such as the tracing of the gold-bearing reefs for over fifty miles to the
southwest beneath unconformable cover, and even bolder exploration for blind occur-
rences a} greater distances met with brillient success, The wonfidence with which
British mining groups put vast sums of money into these costly developments was
and still is a most reassuring sign of their faith in the persistent value of gold.

In the United Stetes, where gold mining is rather over-shadowed by our other
immense industries, the real magnitude of the operations on the Rand is not always
appreciated. In valus of its gross output, it is easily the first mining region
of the world, but even when measured by other indices it is still outstanding.

In 1940, 66,000,000 tons of ore were mined, a quantity that is metched only bk the
Mesabi range in its pesk years. In depths of shafits, in miles of workings, in
consumption of explosives and steel,in abundance of mining machinery and capecity
~of plants, the Rand may well be regarded as the major mining district of the world,
And all for golds, It is further emlightening to note that it meintained this place
throughout the war and there are no signs today of any loss of enthusiasm for its
prospects on the part of the hard-headed men who control ik,

New districts and new mines were also developed in meny widely separated parts
of the Canadian shield, and the older gold producing regions there, as in the Unital
States, Australia and elsewhers, showed new life. - Not even the socialistic economy
of the Soviets could resist the grant of increased power to gold, and the ex~-
ploitation of both placers and lode mines in Siberia was so energeticelly pushed
that Russia weas soon competing for second place as a gold producera

In response to these wide-spread efforts, world production rose from about
20,900,000 oz. in 1930, to close to 41,000,000 oz, in 1940, This increase was
indeed spectacular and probably would have been adeguate to meet the peculiar de=
mands of the times if it had not been for the still more profound disturbances and
inflations resulting from the wecond wara
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The spread between the price of gold and the cost of mining and recovering
it from its ores that prevailed in the periocd between 1934 and 1941 was enough
to attract money into new ventures and to promote exploration and mine develope
ment throughout the world on a sca le thet removed all danger of shortage of ore
for some decades, yet crested no threat to the value of gold through over pro=-
ductions The increased output seemed about in balance with the world needs until
the vast increase in paper money, the shortages of goods, and the drop in gold
production resulting from the closing of mines in the United States and from lack
of labor and materials in other fields, as well as the restrictions on sale of
gold, exchange controls and abnormel trade conditions in nearly every country
during the second world war, again disturbed the equilibrium and rasied new
doubts as to the ultimste value of the world's paper currencies. There now
seems abundant indication that gold is preferred even to dollars at the present
Treasury price, and that unless there is marked chenge in the factors listed
ebove, even the strongest paper currencies may be forced eventually bto recognize
e higher price for pgoid.

-Movement of gold to and from the United States. An even more spectacular
result of the increase in the price of gold in 1934, however, was the effect on
international exchange. Through it, more dollars could be purchased for a unit
of foreign gold, and, as domestic prices had not risen, our goods and services
were at bargein levels in foreign currencies. Gold immediately commenced to flow
to the United States at an accelerated rate and continued to do so until checked
by lend~lease agreements which postponed and effectively wrote off whatever
settlements might normally have been expected,

At its peak in 1941, our gold stock amounted to about 650,000,000 ounces,
upon which a value of 22.8 billion dollars was placed. In this immense sum was
included the original value of the gold held in 1933 plus & profit of
$2,800,000,000 from the write-up, as well as the profit on the gold collected
from private holdings for which the Treasury paid $20,67 per ounce but entered
on its books 8§ $35, (Whatever 'benefits! the guld miners received in the first
yoars after the devaluation of the dollar were surely small in comparison with
the 'profits® the Treasury took inte account!) In addition to this, however,
gold emounting to about $14 billion was sequired between 1934 and 1941. Some
$1,200,000,000 was obtained from domestic mines, but the rest came from abroad,

© of which $4,917,000,000 was in settlement for the excess over imports
during these years. lost of the‘balance prior to the war was refugee money,
which for the most part could be regarded as claims against our wealth in one
form or another, As war purchases increased, however, thess foreign claims were
reduced and eventually the bulk of the bullion from sbroad could properly be
regarded as a measure of the value of the tangible assets - machinery, metals,
0il, cotton, foods and other real property ~ with which we had actually parted,

In many ways, this was truly the most fabulous investment in history. '
%s 8 measure of its magnitude, it is worth noting that 22.8 billion dollars
is ?ompafablg to the grods value of the entire output of metals from all the
mining districts of the west, In a sense, this great store of gold might be
z:ggzi:? as a reserve for the depletion that our mineral deposits have sustained

As a? investment, it mgkes sense only if the gold eventually will be
;zcepggiifor goo@s ?nd services comparable in value to those we gave up to acquihe

» ously, it is vital to us to preserve the power of gold to restore the
wealth for which it stands, :

After the lend-lease agreements reduced war-time settlements to relatively
low levels, our 1arge-purchases of metals and other strategic materials princi-
p:lly from Latin American cougtries created claims against us for which gold
F_ﬁﬁSS per oz. was accepted y1t§out quéstion, and I em inclined to think even
:; eéﬁ:tigs;zszﬁ S?yef2.5 billions of our gold was use? in this way, which
bi?lions e 19416tzn;:du:e§;8n2w:¥ our total stock declined from a high of $22,.8

, . illions at present.

"iderggei;e§2§:tg§;rziszhin our §old holdings is even more pronounced when con-

8 : ¢ world's total stock. Since the beginning of the war
the mines of the world have produced about 240,000,000 ounces of rold worth ’
$8,400,000,000 at $35 per oz, Of this t‘t’ s B o
United’Staées apponr to h . quan } y.o_ g?ld, the nations outside the
from our stocksta tOtol ave absorbed $5.8 billions in addition to the $2
it A it higﬂ oin*ainang?tlng to $8.3 b%llions.at the valuation we plece on
the total reserveg ofuthe ol thgh?rs;sury s holdings smounted to around 68% of
Shift of real mamteede . T :11“15 as now dropped to about 42%, which is a
probably in pert at a higher ooiss roooce Of others to accept this quantity of gold,

- gher price than the standing bid of the United States Treas-

in terms of the paper currencises.




-ﬁﬂ:

Donald H. Mclaughlin oo

In the long run, the value of our gold will be best protected by allowing
it to function es a medium of exchange instead of a means of storing inactive
wealth, If we follow the same policies that prevailed after the first world
war - and to date they seem much the same - we shall have the cholce of parting
with our goods for paper, or msking an even more outright gift of them, or
accepting gold at some price that makes our goods reasonably competitive in the
worldfs markets. Carried to en extreme, such a procedure results in impoverish-
ment or on a naive dependence on storage of wealth in gold. It is no indication
of lack of confidence in gold to feel that excessive accumulation through one
sided trade inhibits its true function, A siiustion of this sort tends to pro=-
mote devices such as the restricted trade agrsements and barter promoted by the
Nazis and now by their successors, the Soviets. Although this would probably
do no harm to the ultimate value of gold, it might during a critical period
seriously lessen the effectivensss of our gcld. The only safe solution is
preservation and strengthening of truly multilatersl trade. -

For a creditor nation, such as we have beeu for more than a quarter century,
the only policy that mekes sense, as the British so well demonstrated in the
sgne decades that preceded the first world wer, is to impocrt geods or te employ
services of greater value than those we export or perform for others, The
adjustment of tariffs to accomplish this will be difficult both sconomically
end politically, but if such adjustmsuts are not made, the results will certain-
ly be more painful in the end. We should recognize what the ccuntry needs from
abroad and take steps to increase the flow of such goods to the United States.
The bullding up of large stockpiles of minerals and metuls from foreign sources
would be one excellent way to acecomplish this end. It would tend to check ex~
cessive gold imports and would be of mutual benefit to all participants in tredes
Sueh stockpiles, regarded as a reserve, would not constitute a drain on the
resources of the country but on the contrary would be a means of restéring our
wealth, which would be wiser than plaecing complete reliance upon storage of
gold, which cculd become precarious when it becomes too largely concentrated in
one place, Such stockpiles from foreign sources, on a scale far greater than
provided in the recent bill, would do much to stabilize trade, and, if cerefully
held off our domestic market except in times of urgent need, would in no way
eonstitute a threat to our domestic mining enterprises.

A renewal of the heavy flow of gold to the United States, however, is un~
likely in the immediate future simply because we are lending or otherwise pro=
viding the necessary dollars, When we have again jgrown tired of accepting
paper promises in payment for our goods and are once more disinclined to give
our resources away for nothing, we shall again have the alternative of accepting
what foreign nations have to sell us or acquiring gold. If we maintain tariffs
that restrict imports and still insist on maintaining our exports at a high
level, the answer will be simple, We must take gold; and if purchasers abroad
are to be found, paper dollars will have to be valued in gold at a price that
puts our gocds within competitive range. _

The current state of gold mining, As gold producers, we are, of course,
primerily converned with the spread between th e price we receive f or our metal
and the cost of mining and extracting it from the ores., Traditionally, the
spread 1s pgreatest and profits are best in times of depression, when labor is
plentiful and most officient, and the cost of supplies and equipment required
for the operations is low; and the present difficulties of the gold miners are
in line with the reverse of this pattern., Inevitably, profits throughout the
entire industry decline and marginal prpducers suffer so acutely in times like
the present that consideration of measures for relief is properly called fore

Means of improving the state of the industry range from action of purely
domestic character, entirely within the control of our own government, to
adjustments of currencies to the value of gold that inevitably involve foreipn
exchange and international trade in ways that are now too vital to other nations
to permit us to move with complete independence, especially since the commit~-
ments of Bretton Woods,

Steps that might be taken domestically include (1) technical improvements
to reduce costs, and to improve recoveries; {(2) a premium price for gold pro-
duced from our own mines; and (3) relief from excessive tax burdens.,

. Advice t9 the gold miners to cut their costs by economies and by technical
improvements is likely to be regarded as gratuitous under the sircumstances
that prevail, Naturally, all such means of survivel will be sought, and it is
surely a time when a wise manager must emphasize to all on his staff the need
for greater efficiency and reduction of costs, -
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A premium price could urdoubtedly be paid for gold from domestic mines
without influencing the value of the dollar, either in foreign exchange or in
terms of prices within the country. If paid only to marginal producers, its
sole effect would be to keep meny small mines alive until such time that lower
costs or a general increase in price of gold in paper dollars again made them
profitable, Action of this sort was taken in Australia to essist gold miners
during their lean years in the twenties,:which lead to the preservation of
many small operations that became profitable producers and tax payers in the
thiriies during the opposite swing in the economic c¢ycle, when it proved
decidedly beneficial to the country to have such mines in full production,

In mentioning that relief of this sort might be considered, however, I
cannot refrain from observing that payment of premium prices for any metal seems
basically wrong in e free sconomy such as most of us would like to have restored
in Americe. With such privileges, inevitably go restrictions and administrative
controls that in the end leave the miner not nearly as well off as he would
heve been if normal prices had been allow3d to prevail, But, cince the plan
of payment of premiums has been adopted temporarily to relieve hardships im-
posed by fixed prices of g¢ther metals, the gold miner might properly ask for
comparable aid to enable him to survive during a period of extreme difficulty,
Mines left too long inactive are indanger of being lost forever, and their
preservation through appropriate assistance at this time would undoubtedly be
advantageous to the general economy in the long rum. : ,

An even stronger case can be made for relief for gold mining enterprises
through adjustment of the tax burdens that are now so excessive on an industry
besed on a wasting assets, The federal income tax law now recognizes the
principle of depletion but its provisions for depletion deductions are on the
meager side and are so restricted by intricate departmental rulings that their
benefits are actuslly denied under some circumstances when they are most serious~
ly needed. Furthermore, with the double taxation of profits, first by the tax
paid by the corporation on its income and secondly by the tax paid by the stocke
holders on the dividends they receive from the same income, the final reburn is
so reduced that the ultimate income from few mining investments today is enocugh
to provide for restoration of the capital within the estimated 1life of the ore
reserves and for interest at a rate commensurate with the risk involveds Under
such conditions, what incentive is there to put money into development of new
mines? Corresction of these two matters = viz,, (1) revision of the reguletions
to remove certain highly techniecal restrictions on the calculation of depletion
allowances and (2) elimination of double taxation, would go far toward keeping
our gold mining industry in e healthy conditione

Possible means of relief for the gold miners of the country that would
inevitably involve internatiomal relations are (1) an increase in the price in
paper dollars paid for gold by the U. S, Treasury, (2) coinage of gold at some
stated price with permission to citizens to acquire and to hold it, and (3)
granting of permits for exportation of gold, or of currently produced gold, for
sale sbroad at whatever price above the Treasury price it would command.

Various aspects bearing on the first question, i.e., an increase in the
Treasury price of gold, have been already considered, Such a step at present
would be regarded as inflationary by most officisls and economists, and, although
it would probably have no more effect on domestic prices than did the change
from $20,67 per oz, to $35.00 in 1934, it seems highly improbable that such’a
move would be given serious consideration under the domestic conditions that now
prevail, When the change was made before, it should be remembered that prices
were low and the administration greatly desired that they should rises Further=
more, the need for stimulating our exports through cheapening the dollar is
still remote end not likely to become acute until foreign credits become depleted
or our goods for export becoms far more abundant. When these conditions do
arise, an increase in price of gold im paper dollars mey well occur, but that
does not seem to me to be likely in the near future. ’ '

Circulation of gold in coins would be a most interesting experiment, for
it would promptly reveal where paper currencies stood in relation to golde
Gold at present is sufficiently plentiful to permit a substantial part of it
to be coined without hardship, If issued at a fair price in terms of paper
currencies, it should remain in circulation; end, if hoarded, it should be
regarded as fair warning of the weakness of the paper and e sign of the need %o
correct the basic factors that create such weaknesses., Gold coins usually
%pmyand a higher price thaen gold in bars in most foreign markets, as the Bank §f
liexico with Ats usual foresignt seems to understend. A premium on gold dollars
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in foreign exchange would not be unlikely, if the gold in the new coins were
priced st $35.00; and it is probable that even the diminished $20.00 gold
pieces (which would be only slightly larger then our old $10,00 coins at the
same fineness) would tend to be hoswded, )

Perhaps a better scheme would be %o coin gold in new units with no fixed
rating in dollars. An ounce of gold in such form might be celled a Franklin
or a lMorgenthau unless some other mame could be found thet would be more generw
ally & cceptables If such coins wers made available at whatever highsr price
than current official rates they might command, and if free interchange between
countries were allowed, the relative levels of the worlds paper currencies
should become apparent. Such an adjustment by reference to a common standard -
would promote a base upon which a satisfactory degree of stabilization might be
achieved, if effective disciplines in international trade and finance were
then a greed upon and put into praectice by the najor nations. Possibly few
governments today would dare face such an honest challenge, but efforts to hold
paper currencies at present ratios without reference to some widely trusted and
impartial stendard seem to me to be as futile as efforts to stabilize the
finences of a week country by lcans that do not correct the basic troubles of
the times, Free circulation of gold coins might well provide just the frame
of reference that is needed for determining equitable levels to which foreign
exchanges could be adjusted by appropriate means. Indeed the coinage end cire-
culation of gold for such beneficial ends as well as for the physchological
value of having gold seen and handled agsin in human trensaction has much to
commend it. ‘

Sale of gcld abroads Gold cutside the United States, either as coin or
bullion, appears to commend a price today that is effectively higher than the
U. S. Treasury price of $35,00 per oz. and even with the restrictions imposed by
duties, by exchange euvntrols, and by the quantities that could be absorbed as
well as export - import policies in mest countries, American producers could
possibly obtain some benefits if they were allowed to export their gold and
sell it abroad. ,

License for the export of gold from the United States may be obtained today
only if the gold is to be used for industrial purposes. The purchaser must be
known and submit a sbatement from an Americen consul with regerd to the uss thet
is to be made of the gold, Furthermore, the seller must guarantee that the
purchaser will use the metal only for the stated purposes. The sales are at the
Treesury price and the volume is small,

3ixtesn countries today permit private gold holdings and gold trade within
their borders. Transactions in gold by individuals across internationsl bound-
aries, however, is illegal in all countries, and where s Government or a central
bank does not retasin a monopoly over gold import and export, industrial users
“may import only under & strict license,

The following countries have a domestic market in gold, which might be
called open though subject in most cases to some restrictionss

P

British India Palestine China
Bgypt Syria Argentina
Iran Tran Jordan Brazil
Iraq Turkey - Chile
Lebanon Greece Cuba
Mexico

Prices paid for gold in the currency of these countries are far beyond the
United States level of $35.00 per oz. at the official rates of exchange for
dollars, Meny of these Govermments have endeavored to convert the large funds
of paper money in the hands of the people into gold at some offered rate., In
Greece gold recently was worth $110 per ounce (based on the sale in Greecian
paper money valued in paper dollars at the official rate of exchenge); in
Lebanon $65 to $75; in India, the price has been as high as $88.77 per oz, but
there, as eslsewhere, a recession has taken plase and more recent quotations are
around $72,11. In Alexandria the price dropped from §74.23 on July brg to
$72.50 on July 15th,

The drop in price of gold was occasioned by sales by the Bank of Mexico,
which currently is the world's largest seller of gold, at a price equivalent to
$40.53 per oz, Only purchasers abroad who are able to acquire the necessary
foreign exchange can avail themselves of this opportunity, but the offerings
had the effect of depressing the price of gold in the free markets of Bombay and
Alexandriae
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The gold producer in Mexico, however, does not benefit by this price for
he must sell to the Bank of Wexico a% the equivelent of $35,00 per oz. He, as
well as others, could then purchase gold for $40.53 per oz. for domestic hoarding
or for export to a market whers it might commend a still higher price, but the
bank takes the first profit on the transaction. (Clearly these days the miner
is in the wrong business, when it comes to making a little extra prefit from
his own metals).

In most cases, an American gold priducer, even if the Government granted
special permits to sell abroad, would be unsble to obtain dollars by such a
transaction, on account of the foreign exchenge restrictions that prevail and
the shortage of dollars in most countries where gold might be purchased. The
seller might indeed obtain e high price for his gold in the local currency, but
would then be faced with the difficulties of cenverting it into dollars. About
the only way this could be accomplished is through the purchase of goods abroad
and their sale to purchasers in the United States. In & rather round about way,
it would serve as a means of stinulating the movement of foreign goods to
the United States and of inereassing the dollars available for foreign exchenge,
both of which would be desirable objectives at the present time.

Just how much gold foreign merkets would absord im this way is diffgcult
to predict. The present sales by the Bank of Mexico, which has available not
only the output of Mexican mines but the ear-marked gold to its credit in the
United States, will afford very interesting data on this and other questions
related to the world price of gold. ’

Conclusion, Although gold miners today may feel more confident than ®ver
about-¥E§~T33E_}ange futurs value of gold, both in relation ‘o paper currencies
and irtterms of commodities and services that it will command, they also realize
all too keenly that the times immediately ahead are certain to be hards Pinched
between rising costs end a price fixed by more rigid controls than even the
0.P.4. can impose, the immediate future is inavitably difficult and will remsain
so until the next depression, unless relief of some spescial’sort is obtasined.

An increase in the price of gold is not likely to appeal to'many in power
while inflation is being fought on the demestvic fromt, nor is it probable as
long as ample foreign credits are awvailable through loans or more or less
concealsd gifts, for through them enough paper will be available to settle the
excess of exports over imports, This situation, however, is not one that can
persist indefinitely, and changes favorable to the gold miner should etentually
resulte With elimination of the present extravagances of government, with an
aepproach toward a balanced budget, with restoraticn of multilateral trade,
reduction of tariffs and removal of the multitude of war-time restrictions, and
with sane financial policies among the major powers, inflation at home and even
abroad may be beaten, Under such circumatances, the gold miner would benefit
by stabilization of costs at a level that should allow him adequate profits

In the world as it eppears today, however, such a rational solution scems
almost too much to expect., The present troubles grising from exzpanding paper
currencies, tariff barriers, and nationalistic restrictions of ene sort or
another ere likely to persist, at least to some degree, and devaluations of
currencies in terms of gold are by no means unlikely. Under these circumstances,
the gold miners must be alert to obtein their proper share of the apparent pro=-
fits resulting from such transactions, not for their own selfish ends but for
the preservation of their industry at a time when maintenance of a steady oute.
put of gold will be of critical importance., The manipulations by which profits
from an increase in gold price might be turned entirely to national treasuries
or to central banks are all too simple through arbitrary sales requirements,
restrictions on ownership or on the right to export, or through charges for
seigniorage or special taxes. Unfortunately some bad examples exist, and the
industry should be aware of the sound counter arguments and positive sbteps that
it could take to resist them.

By far the best solution both for the country and the gold miners would
be the avoidance of inflation through economies without tampering with the
velue of paper currencies in bterms of goldo, But even if this is not achieved,
the value of gold is certain to remsin as a stable and persistent standard against
which shifting currencies ars measured.

The gold miners in the long run will bs best served by the solution that
most effectively promotes multilateral intern ational trade and stable world
conditions under which spread between the price of gold end the cest of
recovering it from its ores is likely to be maintained thet will insure the steady
annual increment from the mines that is necessary to ensble gecld to function
smoothly in its traditional way.

. : R EEYE R
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Mr. W. R. Landwehr-AIR»MAILV////

July 31, 1945

AIR MAIL

Mr. E. Mel. Tittmanm, Hanagsr
American “melting and Refining Compeny
East Helena, Montana

Dear Sir:

Thanks for your lstter of July 25th giving further details
conceming the meeting which “enater Jurray will conducht in
Helens on August Tth, in connection with various mining subjscts.
As you sﬁ&t@, the m@etin" appears to be more of & political
sounding board than anything elaa.

However, in counection with the question of priorities for capital
items of gold wining squipment, I suggest you point out to Mr.
Porter in the line of argument whieh might have some effects

l. = The Tar Prgduction Board and others in ¥ &shinéﬁan
have announced that during the last half of the ysar

- unemployment due to cub hacks will reach very substantisl
figuresy :

2. = The v@fusal to grant priorities for eapital items in
excess of ;800 will prevent any new gold mine or mill
from being placed in operation, and will also handieap
expension of an opsrating zold mine:

d. = If priorities wers available then it 1s possible that
new gold enterprises would come into produetion - thus
alleviating to some extent the problem of unemployment.

I have found that sn spprosch of this nabture sometimes has more
effect than simply reciting the financial loss and inconveniencs
%o operation of the mines themselves.

Practically I don't think my ergument is worth much but theoreticu
ally it may be warthwhile@

Very truly yours;

cc= EfThornley ‘ .
JesseSeaman ~ ORIGINAL SIGNED g3y

JPeulHarrison - R, B, GUODWLY
WJI0'Connor :

BGWashburn

WHLoerpabsl

[ WRLendwehy ¢Jsillismson
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MY@ur 1@tth of Jal 28 ragarﬁin& the ravoaaticm pf’@rﬁer ;éﬁé c

ot July 1, 19486 is at hand, and as requesbted, I bave destroyed

 the ari&inal and all coples of the hote you sddrsssed to me,
‘dated July 2, asnd there is roturned hemswitha ﬁro Tbarnl@y?s T
:nate to y Y itp dated Jun@ 273 1@&59 IR o

I have t@d&y discus&ed with “*Zz’@ Albari‘- Fa Enax‘pe sacretax’;r af
the Gold Producers of Californis, the question of their having
& repregentative present at Senator Hurray's meetlng in Helena,

Wontana, August 7’ 1948. while Wr. Knorp ls very pessimistic

- of any fa?a?abls reaults being cbtained ‘through saild meeting,

he hes sssured me that upen the return to Sen Francisco of ¥r.

‘hobert Searles within the néxt few dsys,; he will dprrange bo
- heve Mr. Searles draft as sbrong a brisf as poszible ﬁhiah
”will be ﬂuLmitﬁeé to the ma@ﬁing threugh %ro Carl Traﬁﬁrman.

Mranﬁu&ru alss st&t@d he woul& Qnaeavar tc g@t in teuah with
¥Mr. Jobn Bradley of the Bradley ¥ining Company, and in the event

- Wr. Bradley ls at the Vellow Pilne ¥ine, he will try to have hbnﬁ

attend the meeting in the interest of loeal gold mineprs, bug -

 he does not think it practisal to have any@ma ﬁram bhe ﬂola
_g?raﬁu&ars gf Calif@rnia make the tripe‘;

ME . Kna?p alqc stated that the resulﬁs ohta*n@é t?ﬁ@ugﬁ attande '
ing meetings in other states sueh es proposed by Senator ﬁurray,{

) have been practically nil, and that the best resulits they have
- obtained to date in connection with any of” fnﬁir miffieultias,
’;_have been t%rcugh Hreo 3u1§am Conovers :

' 1 bad ocomeion to visit tﬁa leeal cffic& cf‘uhﬁ ?&? ?radae iQn @".
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‘Board today and talked with Wr. A. 8. Keatlng regarding the
‘guestion of ecapital @quigmeat for gold mines, and he ecorrected

his former statement to me §o the extent thet it wes his be= -
lief that ahy applicetion for capltal equipment for a mite =

which had been opsrating would ¥o approved providing the op-’

erator could satisfly the board that the equipment was n@cagsarya'
rHowever, he wculd not approve op &eaapt an ayyiiastion for
eapital squipmént costing in excess of $500.00 for a mine

‘whish bad not btesn operating, or & new mihe which wanted to

start operationg. ¥Tn view of Yr. Réating's” ‘statement to me

. todgy, 1t would eppear that the ehsevvatian made in my lebttey
‘tu yau of June 14 s worthy of consldevation in that the gold

ines will heve to make some applications snd’ establish the
faet that théy heve besn disallowed bafnwa auv %Egras of r8=
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July 20, 1945

Mr. Jesse Seaman,
ire Eo 3o Tittmann,
 Yr. J. Paul Harrison

Gentlemen:

It now has been definitely declded in Washinzgton thaet there will be
no priorities issuved for gold mining capital equipment for items
costing in excess of (800, In sffect, this mullifies in meny cases
the revocation of Order 1L=208 on July 1, 19545 because without
certain items of new ecapltel squipment many mines and mills cannod
resume operations - Also, 1% would appsar to weke it impossible o
plan on erscting 2 new geld mill.

This may have some affect on gold mines throughout the country which
might ship o our smelters. It does, however, have a very definite
unfavorable effeat on our two foreisn properties in Uicaragua end
Arabla becmuse the same ruling conscerning capital eguipment 1s now
applisd to foreign gold mines.

I am Informed by Hr. Williamson that there will be a mesting, headed
by Senateor llupray, known os the sub-committee for Hining and ilinsp-
als. They will meet at Helenz, Montana, August 7, 1945 and the
hsaring will be between the nours of 10 A.¥. and 12:30 Pole 2nd 2 P.ife
end 5 Po.lle AL this meeting, the gquestlon will be discussed as to what
action can be taken to obtaln deliveries of capital sguipment ox
equipment costing more than {800, to bs used in connection with the
operation of gold mines.

Hr. Garl J. Trausrman, Sesretary and Treasurer of the Mining Associa- '
tlon of Hontana, 505 Hontana Standard Building, Bubte, lontana, is
familiar with the purpose of this mesting.

No doubt iir. Porter knows that this meeting is zolnz to take place

end in view of his interest in zold dredging plans to atteni and do
what he can to obtain o modifiecation of the present priority situation.
However, I would request that ilr. Tittmann see ldr. Porter and make
eortaln that everything possible is done te plaee the position of the
gold miners before the committes.

It would be desirable if 'ir. Seamnen amd ¥r. Harrison cowld arrangs
that representatives of the loeal Californis and Zolorado Mining
Agsociations attend this meeting, but Af this is not possible then
28 sbtrong & brief as possibls should be prepared and sent to lre
Trauvermen for presentation to the meetinz.
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Hr. Jesse Seamsn,
iAr. Ee Go Titﬁmgﬂng
fr. Jo Paul Har: son

In dve course I would sppreclate knowing what you have been able
to arrange and I would also ask that 1f HUrx. Tittmenn obtains any
information loecally @z to what transpires at the mneating, he pass
it on to all of us, ’

Obviously, in anything that you may do along the above lines, thers
is no object in mentioninz ocur own interest in foreicn cold mines
because as you know the favorable treatment secordad forelgn geold
mines, since Order I-208 has been in effect, has always been a
gource of irritetion to the domestie zold miners.

eo=
EWThormley

WI0'Connor-aliriail
cIwLlllemson /EG%"thbum - AipNail

WHissrpabel "
Whliandwehy w




Salt Lake City, Utah
June 29, 1945

Hr. Re L. Jaurdan, ﬁgr.

Ore Purchasing Department

Amerilican Smelting & Refining Co. -
120 Broadway '

New York 5, New York

Desar 8ir:

Referring to your letter of May 16 relative

- to "Gold Mining Limitation Order L-208" in which you
request the managers of the various smelters to determine
whet gold mines might open up and what tonnage might
normally be expected in their districts after L-208 was
rescinded.

This information would be of interest from an
exploration standpoint and I therefore would like if
possible to have coples of the letters from Mr. Harrison
and Mr. Seaman. ‘

Yours very truly

WRL:ES W. R. LANDWEHR
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BEW YORK, Ney 25, 1945

¥r. W, J. O'Connor Kr. 8. Mol. Pittmann
Salt Lake City A Fast Helena

Mr. Josse Sssman ¥r. J. Fsul Herrison
San Frapoisoco Danver

¥r. B. & White "~ Mr. J. D. ¥soKenzie
Tacome ’ San Francisoo

Mr. R. D. Bradford
£l Paso
GOLD MIKIRG LIMITATION ORDER L-208

Gantlemen:

Yesterday while in Washinglon I ssw Mr. Arthur S. Knoizen,
Direstor of the illning Equipment Division of the War Production Board,
which is ip chargs of the sdministrabtion of the Gold Yining Limitation
Order.

¥r, Knoizen stated that at the present tims there waz no
change im the Order but thet oonsideration was now being given to
its revocstion. Apparsptly the Minipg Equipment Division has recommended
that the Crder be revoked and the matter now is before ¥r. Krug, Chairman
of the Wer Production Board, who has discussed the guestion with
President Truman.

¥r. Eooizen confidentially told me that an spnouncement would
bs made by ¥r. Krug eon the Gold Mining Limitaticn Order on June 15, 1945.

Yours truly,

RLJ SW

CC BWStraus Bi¥Rickard
BYWalker KHloerpabal
RFdcElvenny HGRashburu .
HAGueas WRLandwehr —
RFGoodwin JFdohnson

E&kThornley
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W YORE, My 22, 1945

Mr. W He Londwehp ="
Mire Jo F. dohoson

Gentlemeﬁn
Order 1L-208, whish I g¢egh oubt o our verious smelter maDagerd. Mr. Gna&w&n
igurs ﬁrulggl

ENG. Ggpy of L-208 leSter to @ﬁﬁh
' af the ahove, _ f

&%ﬁnahﬁd is oopy nf iettar m&ﬁh refaranea %o th@ Gold ﬁiﬂiﬁg Lim&tatinn |




NEW YORK, Mey 16, 1945

Mr. %. J, G‘Congor
Salt lake City
¥r. B, ¥el, Tittmanp
¥r. Jesse Seaman Eaet Helebpa
San Francisoo
¥r. J. Paul Harrison

Wr. E. A. White Denver
Tacoma
¥r- J. D, MeoKenzie
NMr. R. D. Bradford San Francisco
Bl Paso

GOLD MINING LIMITATION ORDER 1.-208

Gentlomen;

Frior to the closiung down of the gold mivnes ip ths Umited States our various
smelting plesots recsived substantlal quantitise of gold-silver ores apd counsentrates
end to & cenaiderable extent most of our smeliers relied upou gold orss for their
neoessary fluxing materials. Naturally, onee restrictions on gold mining sre removed,
we will agaip want %0 socure al our verious plants the marimum quantity of gold-silver
oree and concentrates possible,

With the war in Europs over and the likelihood of conslderasble cut-backs

'in war ipdustriss, more menpower should be avaiisble sooner or later for the mining

industry and no doubt there will be a drive by various gold mining companies te have
the gold order revoked. Just whep this will he accomplished, of courae, is ms yet
uneertaln but 1 will keep in touch with the Wer Production Besrd arnd epdeswver io
obtain thelr views. I feel thet the Minipg Division of WFB would like %o get oub
from under apd no doubt will consider revoking the order just as soon as the manpower
situation warrants.

1%, therefore, seems advisable thet each plent meneger make & survey of the
veripous gold mines which formerly shipped te his partioulsr plant end determine what
the prospects are [or those mines to re-ppsn onoe they ars permitted o do so. I
would like to have your besi estimete ss to the tonnage of profitable smelting meterial,
together with your sstimeate of the tonnape of low-grade Fluxing matsriel which might
ressenably be expsoted from those gold minss which plan te open up.

¥o doubt many of the mipes which have been clossd down for varicus periocds
of up to two to four ysars mey find 1% difficult to start up. Undoubtedly, considerable
amoupt of repalir work will have to be done, equipment will have &0 be pverheuled, eor
paw squipment iustalled, apd of course the matier of the minipg ocompany's fipancss
will have » large basarlug on whether or not they cen resume oparations. If you
gscertain thet spy mins, which hes formsrly been s substantiel shipper or a mine
which you believe would be sbls to produse &2 fair amount ef gold ore should they
ra-open, snticipates difficulity of ons kind or aspother in re-opening, I will appreoiats
your adviging this offios full periiculars as to the spscific reasows why the mine
v guestior caunot re-copen. 1t may be that somethiug can bs dome Ho help them wor
out of their difficulties. ’ e
This whole guestion of swelting tornages to bs seoured from gold wmines is
of considerable importance to our compeny since rogardlsss of how base metal production
holds up, wo, lu pgeneral, have capneity for treetinpg additiopsl geld ores. Should
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bese metel tonnages decliue for one resson or another, especially once the
Premium Price Plau is no longer operative, additional smelting tomnags in the
form of gold material will be needed.

1f sny of you have any particuler thoughts on this matter, 1 will
sppreciate hearing from you, psndlng your study of the future possibilities of
gold minipg in your arses.

Yours truly,

L \D
~ 3
A

kﬁ. L, JOUR

RI.J S%

CC RWStraus
HYWalker
RFMcE lvenny
HAGuess
RFGoodwin
BNRickerd
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THE BULLION CONTROVERSY IN 1947.

WHY NOT MAKE THE DOLLAR
AS GOOD AS GOLD?

by

Dr. Lewis H. HaANEY
Professor of Economics

Graduate School of Business Administration,
New York University

The finaneial problem of the day lies in those Siamese twins,
the vast public debt and a vast mass of inconvertible and de-
preciating currency. This is true in the United States as well as
in the rest of the world. In most cases, neither the debt nor the
currency means anything very definite, simply because neither
is related in any definite way to reserves. In other words, there
is no standard for the payment of debt, and no standard for the
currency.

It is no mere chance that the two biggest inereases in the
Federal Reserve member bank statements are those in ‘‘invest-
ments’’ in government seeurities and in demand deposits. The
investments are in government debt, and the deposit currency
is based thereon.

The great underlying facts of the past decade have been,
first, the wartime monetization of the public debt, and, second,
the grox’?vth of the idea of ‘‘debt management’’, By the first of
these two sinister developments, the governments of the world,
as usual in wartime, were forced to abandon the gold standard,

-and to use their own IOUs in lieu of money. Bond-secured cur-

rencies, representing little more than government fiat, have
become general. Thus the larger the debt, the more currency
we have! We even go so far as to think that the more bonds
(debt) the government issues the more security we have. Accord-
ing to the second development, there has arisen -a school of
thinkers who are turning from the older idea of a managed
currency into the newer one of a managed debt. This is a logical
development since it follows from the fact that the currency is
now based on the debt.

This idea of debt management is the last resort of all
nationalists. First, they make the debt of the sovereign, that
is, government notes and bonds, the currency; then in order to
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compel the subjects io use the eurreney at its face value, they
proceed to control the economy. Such was the procedure in the
days of Louis XV and John Law which ended in the notoricus
Ilississippi Bubble.

A INTERNATIONAL ASPECT.

The problem of debi and currency foday comes to o head in
internaiional rivalries and wors. This should remind us of the
futility of all the talk about there being anything mew in the
proposals for a managed currency and managed debt. They are
no newer than national wars!

In fact, the situation today is reminiseent of the dark days of
Mercantilism, and the constant warfare which we assoeiate with
the 16th and 17th eenturies. They are reminiseent of the suspen-
sion of specie payment by the Bank of England in the period
of the Napoleonic wars. We don’t have io remember far back,
to vecall the ‘“shell game’’ overplayed by Dr. Sehacht in Germany
at the end of World War I, when he performed the miracle of
¢reating purchasing power out of government spending and debt,
by merely raising taxes and compelling the purchase of German
government bonds, and thus foreing the people to give back the
money as he spent it. And is there anyone whose memory does
not extend io the period of World War II, in the United States,
when the head of our ownm eeniral banking system defended a
similar procedure as carried out by the head of our government?
They seized our gold, and withdrew it from cireulation. They
inflated the paper price of gold 68%, calling it ‘‘devaluation.’’
They defaulted on the government’s gold bonds. With this back-
gronnd, they borrowed through deficit finaneing, and scattered
the money among the people through government spending. Then
they took it back through progressive taxation and bond sales.
They they spent it again. If there is any better illustration of a
““shell game’’ than that, I don’ know of it.

These essentlally identieal procedures, down through the
centuries, have developed when political values become more
jmportant than economie walues; in other words, when politics
drives ont eeonomics. The eurrent intermational mess in' economie
and meonetary matters is an outeome of this condition. Liooking
over the world today, we see in all eouniries masses of depreciating
paper eurrency lying over the economic terrain like great glaciers.
A part of the landseape is the mass of frade restrictions and
finaneial conirols which are required when there are no standard
money and free exchange. We see the ceniral banks each frying
to regulate the economy of its nation for political and financial
purposes. And we see the governments forced to contrel inter-
national trade and exchange, under the ancient and ineffiecient
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system of barter. (How anyone can talk about the trend in mone-
tary matters being in a ‘‘forward direction’’ when one reflects
that barter is the device of the savage, is beyond me!)

And as we look over these masses of frozen paper currency
and trade restrictions, we see everywhere little hot spots. These
are the black markets in gold. (The existence of black; markets in
gold at various points in the world, is to my mind one of the
strongest proofs of the goodness of gold.) In the days when there
were black markets for meat in the land, I think that most of us
appreciated the goodness of the thick steak or prime rib more
acutely than at any other time. The black market in meat, which
was universal and widespread, proved the goodness of meat—
Jjust as the speakeasy in the days of prohibition proved the goodness
of liquor. Well, we could not keep the paper price of meat down;
50 now we will not be able to keep the paper price of gold down
either. That is what the black markets in gold are telling us.

Consider the case of the Italian lira. True, the international
fund or world bank, or whatever they call these Bretton Woods
monstrosities has undertaken to name rates of exchange between
the dollar and the various paper currencies of other countries.
Doubtless the lira has its place in the list. Would anyone in his
senses, however, care to trade lira for dollars on the basis of this
rating? The conditions that determine the value of the paper lira
are completely unpredictable. They are unknown and unknowable,
depending as they do upon a highly unstable government and the
fickle political arrangements that are to be made in the disposal
of shipping, colonies, reparations, ete.

And who knows what the British pound is really worth? The
radical labor government of Great Britain is trying desperately
to keep the purchasing power of the pound up by holding prices
down. Nobody knows just how the efforts will work. All we know
is that some of us, like myself, are sure that they will fail, just
as we ourselves failed in a somewhat similar attempt.

The plain faet is that the ‘‘parities’’ established among the
various currencies mean little but political hopes. They represent
opinions on the part of certain political authorities that the paper
dollar should be pegged to the paper pound at the rate of about
four to one, and so on down the list. Many of the exchange rates
are unquestionably too high. And the dollar itself is but a piece
of paper dependent for its purchasing power upon the policies
and controls of good but limited men such as M. S. Heecles, John
Snyder, and Harry Truman.

I hold that there is no way under the sun to tell what the lira
or the pound is worth, under such eircumstances. This you doubt-
less will believe, but don’t you see that if this be true, it is also
true that there is no way under the sun to tell what the dollar
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is worth? We will never know in any generally acceptable and
demonstrable way what the several eurrencies are worth im ex-
change for one another nnless and until we make them definitely
and precisely eomparable with some one object with which they
can be compared, and I know of no objeet which is so suitable
for this purpose as is gold. Nobody wonld ever be eonvinced that
the pound sterling is worth exacily $4, just because the average
price of cotton goods, pig iron, and potatoes in England might
be one-quarter of what it is in this country. But show me, or
anyone else, that I can get 54.8 grains of pure geld for a pound
at the same time that I ean get 13.7 grains of pure gold for a dollar,
and I will admit that the two must exehange in the ratio of one to
four, because I Enrow it.

ATl this condition rests upon the big delusion, almost world-
wide, that money is just a ticket or a sori of claim fo goods—io
anything a man wants. This idea underlaid German nationalism,
with its notion that paper currency had a great superiority in
binding the people of the nation together in a sort of mystie fie,
not recognizable to the people of other nations. It lies back of the
so-called economics of Liord Keynes, which is characterized by the
notion that govermmenits can give peoplé purchasing power by
borrowing from them and then making them work it out on the
roads, thereby ereating full employment! Our own Marriner S.
Eecles, following in the path of another noterious Seotchman, John
Law, has stood for the idea that money is nothing but a claim
against what he called the ‘‘general assets of the nation”. I have
always wondered just whose asseis the general assets of a mation
are. How does a nation get any assets at all? What is {o assure
the stability of my ‘‘claim’’? Don’t my liabilities in the shape
of heavy taxes and government debt more than offset my “‘elaim™
to any alleged national assets?

And don’t forget that all the time, as if it were boring from
within, we find the average American college textbook in eco-
nomies, presenting the idea that money is a nominal thing, a sort
of ticket or warchouse receipt. At first, it may seem comnvineing
to think of a dollar as a warehouse receipt which you present in
the market and get your share of the goods; but when you stop
to think, you realize that a warehouse receipt means that youn
have put something in a warchouse, and that the reeeipt gives
you a claim {o that speeific thing. That, however, is not what the
fiat-currency people mean. They think of the warehouse as con-
taining those ‘‘general assets of the mation™. You put in 40
hours or so ai whatever oeeupation you most enjoy, and receive
eertain claims, but elaims to what? What have you put into the
general warehouse? Who runs the warehouse? What is there
to insure that what you do is going to eontribute your full share
to filling it%—but why push. the matter further?
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My point is that our minds have been all but poisoned by a
continuous flow of vicious arguments and pronouncements, some
of it from high places. These have been exposed, exploded, and
disproven over and over again. Yet I predict that when the next
great wars come, whether it be a generation or a hundred years
from now, the same delusions will again arise. And I further
predict that the next generation of New Dealers will again call
it ‘‘something new’’, and therefore call it ‘‘progress”.

One of the most persistent cases of such thought is the notion
of the so-called ‘‘commodity dollar’’. You would think that a
commodity-dollar man would be ripe for the idea of a gold stand-
ard, since he should be willing to take gold as the commodity to
which he would tie the dollar. But no! What, he does is to select
some bill of goods, taking his favorite list of items, and proposes
that in some way or other we should make the paper dollar always
buy the same quantity of this bill of goods. But how? The com-
modity-dollar man always is forced to exercise some act of superior
power and wisdom; that is, he imagines he can in some way, -
through political controls, manage a fiat currency so that it
will have a constant purehasmg power as judged by the prices
of his list of goods.

One trouble is that no two of them can agree as to just
what bill of goods should be taken as the basis for their proposed
control. Another difficulty is that no two of them can agree
precisely as to how the currency they would use should be managed.

The truth is that the ‘‘commodity dollars’’ means no standard.
It means nothing but somebody’s idea about what a dollar ought
to buy; but provides no standard for determining its value. It
is exactly like saying that the distance from Denver to Chicago
can be determined by dividing that distance into 1,000 units.
Of course, when you measure that way you will find that a unit
is always 1/1,000 of the total distance!

So I come to the conclusion that the big underlying problem
of our currency, internationally, is the problem of securing some
definite and stable base, something that is not a mere claim
depending either upon coercion or upon the intuitions of some
dictator. This definite and stable base is necessary for the deter-
mination of foreign exchange, and for deciding the amount of
credit to be extended in the case of foreign loans. Without such
a base, exchange ratios are indeterminate. The amount of loans
is unlimited.

This problem now eenters on us and our dollar. You will have
observed that the Bretton Woods arrangements for an international
fund and a world bank all focus on the idea of some ‘‘scarce
currency’’. Well, aside from. Switzerland and one or two other
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cases, the American dollar is the one currency that is ‘‘scarce’’.
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What does that mean? It means that the Ameriean dollar is the
one means by which you can get American food and Ameriean
machinery! The problem, then, is how to give Bolivians and
Liberians their share of the scarce eurrvency whieh enables them
to get food and machinery from us.

There is only one way to do this fairly and without eoercion.
And that is to put that searee eurrency, the United States dollar,
on the basis of a gold standard. We are about the only nation,
outside of Switzerland, which can have a gold standard. It is
therefore my opinion that the United States should go on the gold
standard at the earliest possible moment, so that other nations ean
be able to aceept the United Siates dollar based on gold as a means
of measuring their eurrencies. This I think is by far the most-
effective step that can be taken to restore intermational frade.

I would emphasize ai this point that we stand at the same
erossroads where England stood at the end of the Napoleomie
Wars. England had abandoned the gold standard. The bullion
goniroversy then raged. Following the ideas of the great classical
economist, David Ricardo, England then made the right deecision
and returned to the gold standard, making the pound convertible
inte gold. This, along with the closely related poliey of relative
freedom of international trade, brought to England her great
period of 19th century irade superiority. '

Similarly today, the dollar is the only world currency.
Similarly today, we have our bullion eontroversy, the issue being
whether to back the dollar with gold, so as to make it as good as
gold bullion. If we will take this step, with the responsibilities
and difficulties that it imvolves, we may hope to become the um-
guestioned economic leader of the world for a century to come
with all the chanee for power, prosperity, and good influence that
comes with smch leadership.

B. DOMESTIC ASPECT,

This cbviously brings us to the domestie or internal aspect
of the problem,.

When we consider the monetary problem as it eonfronis us
at home we are driven fo ingnire just what is the meaning of a
tstandard’’ for our own money. I would emphasize that this
means something more than a mathematical formula, or a banker’s
rule for finding out what a foreign eurrency will exchange for.
It means a basis for determining what a day’s work in the fields
or mines is worth in exchange for our daily bread. It means a
basis for determining what the savings that I leave to my children
will be worth. '
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To begin with, note that we are not now on any standard. It
is my carefully considered judgment that it is quite incorrect to
describe our present arrangement as an ‘‘international gold bullion
standard’’. Nor does the Treasury’s fixed buying price for gold

—at present 35 paper dollars an ounce—constitute being on a
standard.

The general idea of a standard is that of an accepted rule.
Accepted rules of conduect are ‘‘standard’’. Accepted rules for
attaining beauty and art are standards, but note that when thus
loosely defined, all sorts-of degrees of standardization may exist.
The basic meaning of the rule depends upon the nature and degree
of its “acceptance I hold that the only true accepiance of rule
ts one which is volu'nta/ry and general among the indiwiduals who
are concerned. No real standard exists in any compllete form
unless (1) it is freely accepted without the coercion of government
fiat, and unless (2) 1t is so_generally accepted that it characterizes
the qction of the whole group involved.

The latter point means that a standard must be objective.
A subjective rule, that is, one that depends upon the whims,
““wisdom”’, intuition, management, or planning of some sovereign,
whether dictator or ‘‘leader’’, is not a standard. A standard must
be consistent with democracy !

Accordingly, a standard requires mo shifting, manipulation,
or adjustment. It is eufomadic in its working, since it depends
for its effectiveness upon the free chome of individuals who
aceept it. :

A standard, then, is not determined ; it determines.

Thus I would give as a practical definition of a monetary
standard that it is the thing which determines the value of the
monetary unit. Find out that upon which the value of the mone-
tary unit depends, and you will find the standard. When the
paper dollar depends for its value upon a certain quantity of a
certain metal, such dependance being generally recognized because
of complete two-way convertibility, we say that we are on the
gold standard or the silver standard, as the case may be.

There is no pretense at the present time that we are on any
objective standard as to the value of the dollar et home. How
could there be, when so large a part of the government’s activity
is spent in ‘‘managing’’ the currency, and in attempting to fix
prices? In any country in which there is no standard, the tendenecy
. is to hoard some commodities or real estate, thus showing the
absence of a standard. The adoption of inflationary hedges is a
confession that the currency is not on a standard. (It strikes
me as being somewhat ludicrous that so many of our citizens sit
and complain that we must fight inflation and hold prices down,

9



£

while at the same time assuming that we have some standard
for our curreney; and if the Treasury’s so-called fixed price of
gold means anything as to the purchasing power of the dellar in
trade, why all the discussion about inflation and deflation?)

To my mind, the proof is conelusive, in that commodity prices
remained praetically unchanged during the years 1984 to 1939
while the gquantity of gold in the gold dollar had been reduced
nearly 50 per cent, and the price of gold was raised from $20.67
paper dellars to 35 paper dollars per ounee, or about 70 per cent.
Obviously, it would have been impossible that commeodity prices
other than that of gold eould have remained unchanged while the
gold dollar was eut in two, if our prices had been measured n
terms of gold. dollars.

Nor is it any truer that internationally we are on some sort
of a gold standard. True, the government has bought gold. It
has also, after due eonsideration, allowed gold to be shipped abroad.
But this is ounly after all political angles have been considered.
Txchange controls prevail. Finaneial and political arrangements
govern the action of the authorities. There is hardly a trace of
antomatic action whereby the value of the dollar in exchange
for other enrrencies would depend upon its eonvertibitity inte gold.
Why do foreign traders think gold worth $70 an ounce despite the
so-called priee of $35 adopted by our Treasury?

Ag already pointed out, the scarcity of the dollar in interna-
tional trade is entirely due to the searcity of products in the
hands of these who desire to trade for Ameriean goods.

Having faced the fact that we are on mno standard in this
country, and thus come to understand better what a standard is,
the next step shonld be to decide what standard we should point
toward. Without boring you with an extended discussion of this
subject I will state my conclusion that only one standard has ever
. worked, namely the gold standard. I do not say that it is easy to
attain and maintain any standard, whether in morals or literature
or money. Where is there perfection in the world? But I do say
that the mearest to perfection that has ever been attained in the
way of & monetary standard, and the only one that has persisted
in effect for long periods of time, has been one based on gold.
Lok intoe any alleged case in which fiat curreney has worked for a
time, and you will always find that its apparent success has been
a belief or hope in its convertibility into gold or silver.

My eonclusion is that we should point toward the gold stand-
ard, and my thought is that the first step is o find out what gold
is worth in ferms of the paper dollar, or if you please, to find
ont what the paper dollar is worth in terms of gold. (How can
you do one thing without the otherf)
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The fundamentals of the situation are that we have outstand-
ing a vast amount of currency. The total amount of demand
deposits and money in circulation is in the neighborhood of 107
billion dollars. It is highly important to note that this currency
is ‘inelastic. In other words, there is no automatic retirement for
it. Omne of the curses of inflation based on public debt is that
claims in the form of bond secured notes and deposits must be
faced. . :

This vast amount of inelastic currency is several times larger
than it was in 1934, when all the shooting began. It has increased
far out of proportion to any increase in the quantities of com-
modities and servieces for which it is designed to serve as a medium
of exchange.

We do not dare to allow it to be used freely in exchange.
The turnover of bank deposits is highly subnormal, showing only a
faint trace of life, as it were. The large amount of monmey in
circulation in one way or another represents hoarding or other
abnormal retardants of eirculation.

Thus we do not know what a paper dollar is really worth.
By the same token, we do not know what quantity of gold there
should be i a gold dollar. Incidentally, we do not know what
quantity of paper may be issued, and must rely upon some indefi-
nite feeling that already we have too much.

Under these circumstances, something in the way of a free
gold market must be allowed. The citizens in this country should
be allowed to possess gold, and to buy and sell it as they would
any other reputable commodity. Our producers should be allowed
to sell gold in the world markets. If a free gold market existed,
we would soon be in little doubt as to the true value of the paper
dollar, whether in exchange for Colorado potatoes or the pound
sterling.

As it is, what do we find? We find ourselves fed with
rumors and reports as to quotations for gold in foreign currencies
which indicate that an ounce of gold may actually be worth
anything between $50 and $80. Our Treasury sits there holding
out a so-called price of gold which indicates that the paper dollar
ought to be worth 1/35th of an ounce of gold. In the black
markets, however, smart foreign traders in the Orient and else-
where, register their judgment that the paper dollar is worth
somewhere in the neighborhood of 1/70th of an ounce of gold.
They are willing to bet that the American paper dollar is worth
little if any more than half what the Treasury buying ‘‘price’’
holds it out to be. It is no wonder that across the borders of
most countries today we find gold being smuggled for black market,
purposes. Gold pesos are being flown out of Mexico to enable
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the eitizens of China, Iran, and Argeniina to use them for savings
and legal tender. Recently an American airman was arrested
for engaging in such traffic from our own shores.

1 do not undertake to say just how provision for a free gold
market should be made. But as an eeonomist, and as an honest
man who believes in freedom, T am absolutely sure that the time
is near at hand when we should be able to find out in an objeetive
way what the relative values of paper dollars and gold dollars are.

At this point, the big politieal and economic problem of
lignidation and readjustment should be considered. How are we
10 Bgmidete the mass of paper curreney ineluding demand deposits?
How are we to realize on the sterilized hoards of gold?

One way would be to eall in the notes and seale down the
deposiis, thus redueing the total elaims. This would be preeisely
what the OPA administration did when, having issued more red
tokens than there were pounds of meat and butter, they cancelled
a part of the excess issue of sueh fokens.

Another way is to allow the eurrency outstanding to remain
in effect, merely allowing and faeilitating an upward readjusiment
in priees to a level at which the currency would be used at the
normal rate of furmover.

Back in the early part of the 19th century during the
Napoleonie wars, the eminent economist, David Rieardo, argued
that the excessive note issues should be sealed down to fit the
bullion reserves of the Bank of England. I wonder if such an
approach is feasible at the present time. Frankly I doubt i, if
for mio other reason than that so large a part of the claims now
ocutstanding in the shape of notes and deposits are held by indi-
vidunals. Not only are they held by individuals, but, {0 an appre-
ciable extent, they are held by the eommon people. 1t has been
one of the main objectives of the administiration to compel the
people to subscribe to its bonds and to engagein foreed war savings.
The result is that the people are not going to sit by and see the
principals of their savings bonds and the number of dellars in their
deposit accounts, reduced. Even if they were willing to do this,
whom would they now trust to do it!

Under the circumstanees of such large inelastic and widely
held masses of currency, or ‘‘liquid savings’ as they are some-
times ealled, it seems likely that the value of the dollar will have
to be readjusted downward. The number of paper dollars is large
in relation to the relatively fixed quantity of gold. Very well—
there will probably have to be some further devaluation, which
means 2 Teduction in the guantity of gold in the gold dellar. This,
I believe, would in part be the only way that we could both (1)
return to the gold standard, and (2) retain anything like the num-
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ber of dollars now existing in our circulation, in deposits, and in
“liquid savings’’.

Note, furthermore, that it seems the more likely in that we
have been led into an attempt to maintain a high exchange ratio
for vast masses of foreign currencies in relation to our own. We
have virtually agreed to a dilution of dollar exchange. The only
alternative, a general scaling down of foreign currency issues,
seems to be unlikely.

Moreover, it seems that paper dollars will have to decline in
purchasing power with relation to goods; that is, to the general
run of commodities and serviees. This, of course, would mean
higher prices. Such a further depreciation in the purchasing
power of the currency, based upon devalued gold dollars, would
enable us to use the existing currency. As prices rise, it takes
more dollars to do a given physical volume of business. Such a rise,
I think, is one condition of the return to equilibrium in our eco-
nomic life.

While a rise in prices of this sort, is properly referred to
as inflation, you will note that it is an inflation of the currency
that already exists. The rise in prices is but a yielding to unfavor-
able economie forees. And it would be prevented from running
away, by keeping paper dollars convertible into gold.

Probably, such a rise will go too far, and the momentum of
it carry beyond the point of equilibrium. A business recession
with some decline in prices would doubtless follow in due course
—say sometime between now and 1951 at the latest. But I do
not think that prices will at any time recede to the pre-war levels,
and I am sure that when the final equilibrium is restored, it will
be at a permanently higher level. .
(X4

Incidentally, this would probably keep the ‘‘secondary’’ war
depression from being as great or as long as those following the
«Civil War and World War 1.

A very important point to note in this connection is that the
amount of gold in, existence constitutes no objection to the use of
gold as a monetary standard. Most emphatically, there is no
lack of gold. Not only are the hoards of gold maintained at
various points seattered over the world enormous, but there has
been econsiderable addition to the production capacity in recent
years. The notable additions have been those in the Orange
Free State, South Africa, and in the Canadian Northwest terri-
tory. The Siberian gold resources are by no means fully exploited.
It seems to me probable, however, that the main factor in supply
is the tremendous quantity of old gold that has been driven under-
ground. After England’s abandonment of the gold standard in
1931, followed shortly by the New Deal performance, gold went
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underground. So there is now not only the 20 billion hoard buried
at Fort Enox, but also there is probably something like another
20 billions in private or government hoards scattered throughout
the caves and cellars of the world. With the return to a gold
standard the metal would emerge. As I have already indicated,
one of the advantages of the gold standard wouwld be the return
to use of these now wasted gold resources.

In conelusion, it is imporiant to consider the essentials of
money. For over a decade now, we have been bombarded with
arguments in favor of a ‘‘managed currency’’, and against a
resort to any objective standard. If is not going to be easy to offset
the effect of all this propaganda, without going through a terrible
depression which wounld compel people to see the fallaeies of
Keynes and the Communists.

The funetion of money is not that conceived by the New Deal,
namely to serve as a means of eentral conirol aud social reform
—one that can be used for the purpose of giving everybody in
the world a bottle of milk a day. The funclion of money is fo
measure objective or free wmarket values. These are the values
upon which economic democracy depends.

In order that money may fulfill this function, there are certain
definite requirements. The first and most obvious one is that the
money wmust iiself have objective velue. You eannot measure
distanee without using a yardstick that has distance itself. Just
S0, you eannot measure value without using a monetary unit that
also has value #n the seme sense thet the thing measured has velue.

It follows from this that the money unit must be desired, and
must have seareity. Any tyro in economic iheory will fell you this.
What then are the conditions of monetary desire and scareity?

First, the thing used as money must be fit for the purpose.
It must have ‘‘fitness value’’. It must be generally accepiable
on account of ifs eomvenienee, durability, advisability and port-
ability. It must be stable in its value, so that it may serve as a-
basis for eredit fransactions and a standard for deferred payments.

The point of stability brings us fo the supply side and the
element of scarcity. Here note that it is most important that the
quantity of the material to be used for momey be limited by
nature, but that the quantity available to man be variable aceord-
ing to the costs of produetion. In other words, the ideal money
material must be produeible, but costly. More than that, the cost
must be pretty definitely ascertainable, not that of a mere by-
produet. In this respect, gold is ideal. In the present state of
our knowledge, the total quantity of gold in the world is limited,
but the gnaniity available for use ean be increased, depending
upon eeongmic conditions, including freely-determined costs of
production.
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Thus the commodity, gold, being desirable and scarce in the

p same sense that most economic goods are desirable and scarce,

. is fitted to play its part as a medium of exchange. Its general

. aceeptability and the stability of its value, make it one of the
best-suited means for use as a standard of deferred payments.

Such is the case for a gold standard. If there be any other

k material that is more fit, let us choose it; only let us have some
] objective standard for our money that is as good as gold. This
1 we must do unless we are prepared to surrender our individual

' freedom, and submit to the whims of the dictator in a managed
economy with a managed currency.






