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TO: 

THE WHITE HOUSE 

WASHINGTON 

FROM: Richard A. Hauser 
Deputy Counsel to the President 

FYI: 

COMMENT: tY.L 
ACTION: 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

6:15 pm, April 18, 1985 

MEMORANDUM FOR BRAD REYNOLDS, DEPT OF JUSTICE 
DICK HAUSER 
MIKE HOROWITZ 
JOHN COONEY ~ 
BOB BEDELL 

DOUGLAS GINSBURG FROM: 

Enclosed are draft letters to Chairmen Weiss and Dingell, and a 
draft memorandum to the heads of those agencies that received 
requests for their regulatory programs. 

These drafts have been approved by everyone other than Brad 
Reynolds. (There is one change that is new: in the second 
sentence of the memorandum, reference is made to "the relevant 
subcommittees" rather than "your over~ight subcommittees" since 
the latter term was not accurate). 

The ·letters and memorandum will be sent as 
back from Brad Reynolds. Please phone any 
as early as possible on Friday, April 19. 
respond to Dingell by c.o.b. Friday. 

Attachments 

soon as we have heard 
further comments to me 
Agencies are to 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O.C. 20503 

Honorable John D. Dingell 
Chairman, Subcommittee on Oversight 

and Investigations 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Mr. Chairman: 

I am enclosing a copy of my Memorandum to the Heads of Certain 
Departments and Agencies that should be dispositive of your 
letters of February 19 and April 15 to several of these agencies 
requesting that they provide the Subcommittee with copies of 
regulatory plans that they submitted to OMB pursuant to OMB 
Bulletin No. 85-9. 

As you will note, we have advised those agency heads that an 
affirmative response to your requests for copies of the 
regulatory plans would be appropriate given the unique 
circumstances of this initial year o~ the program. Accordingly 
the agency plans will be promptly made available to the 
Subcommittee. 

Enclosure 

Sincerely, 

David A. Stockman 
Director 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O.C. 20503 

Honorable Ted Weiss 
Chairman, Intergovernmental Relations and 

Human Resources Subcommittee 
Committee on Government Operations 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Mr. Chairman: 

I am enclosing a copy of my Memorandum to the Heads of Certain 
Departments and Agencies that should be dispositive of your 
letters of March 6, 1985, to several of these agencies requesting 
that they provide the Subcommittee with copies of regulatory 
plans that they submitted to OMB in February 1985 pursuant to OMB 
Bulletin No. 85-9. 

As you will note, we have advised those agency heads that an 
affirmative response to your requests for copies of the 
regulatory plans would be appropriate- given the unique 
circumstances of this initial year of the program. Accordingly 
the agency plans will be promptly made available to the 
Subcommittee. 

Enclosure 

Sincerely, 

David A. Stockman 
Director 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, O.C. 20503 

MEMORANDUM TO HEADS OF CERTAIN EXECUTIVE DEPARTMENTS AND AGENCIES 

SUBJECT: Congressional requests for draft regulatory 
programs submitted pursuant to Executive Order 
No. 12498 

You have received requests from the Chairmen of the relevant 
Subcommittees of Congress to provide a copy of your draft 
regulatory plan submitted to this Office under Executive Order 
No. 12498. After consultation with the Department of Justice and 
the Office of Counsel to the President it has been decided that, 
under the unique circumstances of this first year of the program, 
you may provide access to your draft regulatory plan in response 
to these requests. 

This advice is based upon the fact that because the process set 
forth in Executive Order No. 12498 has been instituted relatively 
late in the planning period during this first year, agencies, in 
an effort to meet new requirements and demanding deadlines, have 
transmitted to us what often appears to be compilations of 
pre-existing materials already available to Congress and the 
public in other formats. In other words, much of what we have 
received does not reflect the more considered and deliberative 
regulatory planning process that the Order called for and that we 
anticipate will be developed in future years of the program. 
Furthermore, it appears that some of the draft plans have already 
been made available to Congress, resulting in some Members of 
Congress and Committees having access to some of the plans and 
others not. 

Therefore, although the draft regulatory plans are clearly within 
the deliberative process, disclosure of them this year, given 
these unique circumstances, is not likely further to impair that 
process within the executive branch or other aspects of the 
executive branch's constitutional duties. 

The President promulgated E.O. No. 12498 in order to help ensure 
that each major step in the process of rule development is 
carefully considered by the agency head and consistent with 
Administration policy. For next year, we intend to review OMB 
Bulletin No. 85-9 and make modifications and changes to the 
procedures, as necessary, on the basis of the experience gained 
during this initial year. We intend to complete the process 
early so that the program can be fully implemented next year on a 
more timely and informed basis. 

David A. Stockman 
-Director 
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THE WHITE HOUSE 

WASHINGTON 

April 23, 1985 

MEMORANDUM FOR FRED F. FIELDING 

FROM: JOHN G. ROBERTs:;;~<:.. 
SUBJECT: Letters to Congress Regarding CoEEer 

As discussed at this morning's staff meeting, I think this 
would be better going out under your signature. 

Attachment 



THE WHITE HOUSE 

WASHINGTON 

April 23, 1985 

MEMORANDUM FOR DAVID L. CHEW 
STAFF SECRETARY 

FROM: 

SUBJECT: 

FRED F. FIELDING 
COUNSEL TO THE PRESIDENT 

Letters to Congress Regarding CopEer 

Counsel's Office has reviewed the proposed letters to 
Congress, advising that the President has decided not to 
undertake to negotiate voluntary production restraint 
agreements with foreign copper-producing countries. I have 
no objection to the substance of the decision or to advising 
Congress of it at this time, well in advance of the October 
deadline. 

I do, however, object to transmitting to Congress the 
internal deliberative documents used within the Executive 
branch in arriving at this Presidential decision. Such 
documents could be protected from even compelled disclosure 
by a claim of executive privilege. Indeed, since these 
documents are clearly deliberative and pre-decisional, and 
were prepared to offer advice concerning a decision that 
must be made by the President, they lie close to the core of 
the sort of materials protected by the privilege. We should 
not gratuitously release such materials, even on a "confi­
dential basis," to Congress. Doing so creates a precedent 
that will cause problems when we wish not to disclose 
similar material in the future, and also whets the appetite 
of Congress for additional protected documents. 

Further, I see no need to disclose the actual internal 
deliberative documents. There is no reason that a document 
supporting the decision cannot be prepared specifically for 
transmittal to Congress. 

I would also point out that the first paragraph on page four 
of the draft letter will create an advisory committee 
subject to the various requirements of the Federal Advisory 
Committee Act, 5 u.s.c. App. 2. If this is not intended, 
the paragraph should be deleted or substantially revised to 
reflect a less formal monitoring process. 

FFF:JGR:aea 4/23/85 
cc: FFFielding/JGRoberts/Subj/Chron 



THE WHITE HOUSE 

WASHINGTON 

April 23, 1985 

MEMORANDUM FOR DAVID L. CHEW 
STAFF SECRETARY 

FROM: FRED F. FIELDING 
COUNSEL TO THE PRESIDENT 

SUBJECT: Letters to Congress Regarding Copper 

Counsel's Office has reviewed the proposed letters to 
Congress, advising that the President has decided not to 
undertake to negotiate voluntary production restraint 
agreements with foreign copper-producing countries. I have 
no objection to the substance of the decision or to advising 
Congress of it at this time, well in advance of the October 
deadline. 

I do, however, object to transmitting to Congress the 
internal deliberative documents used within the Executive 
branch in arriving at this Presidential decision. Such 
documents could be protected from even compelled disclosure 
by a claim of executive privilege. Indeed, since these 
documents are clearly deliberative and pre-decisional, and 
were prepared to of fer advice concerning a decision that 
must be made by the President, they lie close to the core of 
the sort of materials protected by the privilege. We should 
not gratuitously release such materials, even on a "confi­
dential basis," to Congress. Doing so creates a precedent 
that will cause problems when we wish not to disclose 
similar material in the future, and also whets the appetite 
of Congress for additional protected documents. 

Further, I see no need to disclose the actual internal 
deliberative documents. There is no reason that a document 
supporting the decision cannot be prepared specifically for 
transmittal to Congress. 

I would also point out that the first paragraph on page four 
of the draft letter will create an advisory committee 
subject to the various requirements of the Federal Advisory 
Committee Act, 5 u.s.c. App. 2. If this is not intended, 
the paragraph should be deleted or substantially revised to 
reflect a less formal monitoring process. 

FFF:JGR:aea 4/23/85 
cc: FFFielding/JGRoberts/Subj/Chron 
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Document No. 271414ss 
~~~~~~~~-

WHITE HOUSE STAFFING MEMORANDUM 

DATE: __ 4/_2_2_1_s_s __ ACTION/CONCURRENCE/COMMENT DUE BY: 4/23/85 

SUBJECT: LETTERS TO THE CONGRESS RE COPPER 

VICE PRESIDENT 

REGAN 

DEAVER 

STOCKMAN 

BUCHANAN 

CHEW 

FIELDING 

FRIEDERSDORF 

HICKEY 

HICKS 

KING ON 

McFARLANE 

REMARKS: 

Please provide c;ny 

Thank you. 

RESPONSE: 

ACTION FYI ACTION FYI 

0 0 OGLESBY ~ 0 

0 ~ ROLLINS 0 0 

0 0 SPEAKES 0 ~ 

vii' 0 SVAHN ~ 0 

0 0 TU TILE 0 0 

OP ~ VERSTANDIG 0 0 

~ 0 WHITTLESEY 0 0 

0 RYAN 0 0 

0 0 DANIELS 0 D 

0 0 D D 

~ 0 D 0 

V' 0 D 0 

comments/recommendations by c.o.b. tomorrow, 4/23. 

!
~~-
-'' /"~ ' -- .' ,.... ,, ... 
- . J :1 Ii t. / T'" 12 

·- J '. • 19 " . 

David L. Chew 
Staff Secretary 

Ext. 2702 



THE UNITED STATES TRADE REPRESENTATIVE 

WASHINGTON 

20506 

April 15, 1985 

MEMORANDUM FOR THE PRESIDENT/,,"? 

FROM : WILLIAM E. BROCK~ 
SUBJECT: Copper 

; '. 

Section 247 of the Trade and Tariff Act of 1984 conveyed the 
sense of Congress that you should negotiate voluntary production 
restraint agreements with the principal foreign copper-producing 
countries. This provision also called upon you to report to 
Congress within 12 months of enactment of this Act to explain 
either the results of such negotiations or why you felt it was 
inappropriate or unnecessary to undertake them. 

In light of this provision, I instructed my staff to establish an 
interagency task force with the aim of examining once again the 
possibility of negotiating such restraints. You will recall that 
this possibility had been considered and rejected in the context 
of the determination you made on September 6, 1984 on import 
relief for the domestic copper industry. 

The task force examined all questions relevant to the issue of 
voluntary production restraints and produced a report detailing 
its findings. Subsequently, a thorough review of this issue was 
conducted within the framework of the interagency Trade Policy 
Committee. With the exception of the Department of Interior, all 
agencies agreed that the- Administration should not seek to 
negotiate voluntary production restraints with foreign copper­
exporting countries. An attempt to negotiate such restraints was 
felt to be inadvisable for the following reasons: 

1. It would be inconsistent with the overall market-oriented 
trade and economic policy objectives of this Administration. 

2. It would incur losses to U.S. consumers substantially in 
excess of any gains accruing to U.S. producers. 

3. Neither negotiation nor implementation of such restraint 
agreements appear to be feasible. The major copper-producing 
countries have made it clear that they are strongly opposed to 
such negotiations. 



- 2 -

I urge that you approve the recommendation of the ~rade Policy 
Committee that the Administration should not seek to negotiate 
voluntary production restraint agreements on copper. If you 
concur, I have enclosed the necessary letters to the Vice President 
and the Speaker of the House of Representatives advising them of 
this decision. Although the deadline set by Section 247 for 
reporting your decision is not until the end of October, Congress 
is already well aware of the strong opposition to the negotiation 
of such restraints within the Administration. Therefore, I see no 
benefit in delaying the communication of your decision on this 
issue to Congress. 

Attachments 



THE WHITE HOUSE 

WASHINGTON 

Dear Mr. Speaker: [ [)ea Y ~ '· 
In accordance with Section 247(c) (2) of the Trade and Tariff 
Act of 1984, I am writing to inform you of my decision not to 
seek to negotiate voluntary production restraints on copper. 

Section 247(b) conveyed the sense of Congress that I should 
negotiate "with the principal foreign copper-producing coun­
tries to conclude voluntary restraint agreements with those 
governments for the purpose of effecting a balanced reduction 
of total annual foreign copper production for a period of 
between three and five years ••• " In light of this pro­
visionj an interagency task force, chaired by the Office 
of the United States Trade Representative, was formed to 
take another look at the possibility of negotiating such 
restraints -- which had been considered, and rejected, in 
the context of the determination made on September 6, 1984, 
on import relief in accordance with Section 202(b} (l} of the 
Trade Act of 1974. 

The task force reviewed all questions relevant to the issue 
of voluntary production restraints, including: 

1. the consistency of voluntary production restraints 
with the basic policies of this Administration: 

2. the situation of the U.S. copper industry: 

3. the extent of subsidization or unfair trade practices 
in the world copper economy: 

4. the probable economic effects of production 
restraints; and 

5. the feasibility of negotiating and implementing such 
restraints. -

A summary of the task force report along with a copy of the 
complete report is attached for the benefit of interested 
Members of Congress on a confidential basis. The report was 
prepared with the aim of aiding our internal review of this 
issue and is not for public dissemination. 



2 

Following the completion of the task force report in early 
March, the possibility of negotiating production restraints 
was carefully reviewed by the interagency Trade Policy Com­
mittee, chaired by the U.S. Trade Representative. In light of 
this review, I have determined that it would be inappropriate 
for this government to seek to negotiate voluntary production 
restraint agreements with the governments of the principal 
foreign copper-producing countries. 

An attempt to negotiate such restraints would be inconsistent 
with the overall, market-oriented trade and economic policy 
objectives of this Administration. It would set an undesir­
able precedent in light of both our efforts to increase the 
responsiveness of the domestic and international economy to 
market forces and our continued opposition to cartels or other 
arrangements aimed at controlling or influencing world 
markets. Moreover, any effort by this government, in the 
context of production restraint negotiations, to give foreign 
producers assurances regarding the intentions of U.S. copper 
producers would raise serious antitrust concerns. 

Efforts to raise world copper prices through the restraint 
of foreign production would also be inefficient and expensive 
for the U.S. economy; they would incur losses to U.S. con­
sumers substantially in excess of any gains accruing to U.S. 
producers. 

Finally, I do not believe it would be feasible either to 
conclude or to implement production restraint agreements. 
The major copper-producing countries have made it clear that 
they are opposed to the negotiation of such restraints -­
largely because they do not feel they will be effective in 
improving the longer term situation in the world copper 
market. Moreover, past experience shows that production 
restraint agreements are extremely difficult to implement 
effectively and that any benefits from restraints tend to be 
eroded or reversed in the years following their termination. 

While I do not believe that the negotiation of voluntary 
production restraints is an appropriate course of action, I 
remain deeply concerned about the problems facing many workers 
in the U.S. copper industry. In response to my directive of 
September 6, 1984, the Department of Labor has developed a 
plan for a special effort to assist workers displaced from the 
copper industry. 

The major source of retraining and relocation assistance 
available to such workers is the Dislocated Worker Program 
under Title III of the Job Training Partnership Act (JTPA). 
Services are available under (a) a program of formula grants 
to the States, which accounts for 75 percent of Title III 
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funds, and (b) the remaining 25 percent or national reserve, 
which is available to the States on application to the 
Secretary. Workers may also receive training and related 
services in their local service delivery areas (SDAs) if they 
are economically disadvantaged under the terms of Title II-A 
of JTPA. In addition, up to ten percent of participants in 
local Title II-A programs need not meet the income requirement 
if they face special barriers in the labor market. 

In addition to assistance under JTPA, copper workers may 
receive counseling, referral, and placement services at the 
local offices of the Federal-State employment service. The 
unemployment compensation system provides partial income 
replacement for qualifying workers (the vast majority of 
dislocated workers qualify for these benefits)1 for those 
workers who have been certified pursuant to the Trade Adjust­
ment Assistance program, these benefits are available for as 
long as 18 months (if the individual is enrolled in training) • 

The plan developed by the Department of Labor consists of 
three elements. First, of the funds reserved by the Secretary 
under Title III of JTPA, $2.5 million will be earmarked spe­
cifically for retraining programs to assist copper workers in 
heavily impacted States and localities. To assure that a 
maximum effort is made in the States to assist copper workers, 
the States will be asked to contribute an amount equivalent 
to twice the Federal allocation to support these projects. 
The source of the contribution can be State training funds, 
received under JTPA or other legislation, or private sector 
funds. In total this will amount to approximately 
$7.5 million in new training and employment services for 
copper workers. 

Second, a team of senior Department of Labor staff will be 
designated to work with State and local governments in the 
impacted areas to help establish programs of retraining, 
relocation, and related assistance for displaced copper 
workers. The heavily impacted States will be asked to 
identify special liaison staff to work with the DOL team. 

The Federal team members will provide technical assistance to 
help State and local staff in the design of programs which can 
be of maximum assistance in enabling displaced copper workers 
to be placed in suitable employment. They will assist staff 
to make maximum and effective use of Federal resources, 
particularly those available under JTPA. 
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Third, a task force composed of industry, labor, and officials 
from all levels of government, chaired by the Under Secretary 
of Labor, will monitor these efforts and suggest ways to 
improve upon them. 

I have directed Secretary-Designate Brock to ensure that this 
plan is implemented in an expeditious and effective manner. 

Sincerely, 

The Honorable Thomas P. O'Neill, Jr. 
Speaker of the 

House of Representatives 
Washington, D.C. 20515 
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THE WHITE HOUSE 

WASH! NGTON 

April 23, 1985 

MEMORANDUM FOR DAVID L. CHEW 
STAFF SECRETARY 

FROM: 

SUBJECT: 

FRED F. FIELDING Orig. signed by FFF 
COUNSEL TO THE PRESIDENT· 

Letters to Congress Regarding Copper 

Counsel's Office has reviewed the proposed letters to 
Congress, advising that the President has decided not to 
undertake to negotiate voluntary production restraint 
agreements with foreign copper-producing countries. I have 
no objection to the substance of the decision or to advising 
Congress of it at this time, well in advance of the October 
deadline. 

I do, however, object to transmitting to Congress the 
internal deliberative documents used within the Executive 
branch in arriving at this Presidential decision. Such 
doquments could be protected from even compelled disclosure 
by a claim of executive privilege. Indeed, since these 
documents are clearly deliberative and pre-decisional, and 
were prepared to of fer advice concerning a decision that 
must be made by the President, they lie close to the core of 
the sort of materials protected by the privilege.. We should 
not gratuitously release such materials, even on a "confi­
dential basis," to Congress. Doing so creates a precedent 
that will cause problems when we wish not to disclose 
similar material in the future, and also whets the appetite 
of Congress for additional protected documents. 

Further, I see no need to disclose the actual internal 
deliberative documents. There is no reason that a document 
supporting the decision cannot be prepared specifically for 
transmittal to Congress. 

I would also point out that the first paragraph on page four 
of the draft letter will create an advisory committee 
subject to the various requirements of the Federal Advisory 
Committee Act, 5 U.S.C. App. 2. If this is not intended, 
the paragraph should be deleted or substantially revised to 
reflect a less formal monitoring process. 

FFF:JGR:aea 4/23/85 
cc: FFFielding/JGRoberts/Subj/Chron 



THE WHITE HOUSE 

WASHINGTON 

April 23, 1985 

MEMORANDUM FOR FRED F. FIELDING 

FROM: JOHN G. ROBERT~ 
SUBJECT: Letters to Congress Regarding COEEer 

As discussed at this morning's staff meeting, I think this 
would be better going out under your signature. 

Attachment 



t. Document No. 271414ss 
~-----~--

WHITE HOUSE STAFFING MElVIORANDUM 

DATE: __ 4_/_2_2_;_as __ ACTION/CONCURRENCE/COMMENT DUE BY: 4/23/85 

SUBJECT: __ L_E_TT_E_R_S_T_o_TH_E_c_o_N_G_RE_s_s_...;;;RE=-_c_o_PP_E_R ____________ _ 

VICE PRESIDENT 

REGAN 

DEAVER 

STOCKMAN 

BUCHANAN 

CHEW 

FIELDING 

FRIEDERSDORF 

HICKEY 

HICKS 

KINGON 

MCFARLANE 

REMARKS: 

Please provide a,ny 

Thank you. 

RESPONSE: 

ACTION FYI ACTION FYI 

0 0 OGLESBY a' 0 

0 vi" ROLLINS 0 0 

0 0 SPEAKES 0 ~ 

~ 0 SVAHN g...- 0 

0 0 TUTTLE 0 0 

OP ~ VERSTANDIG 0 0 

~ 0 WHITTLESEY 0 0 

0 RYAN 0 0 

0 0 DANIELS 0 0 

0 0 0 0 

~ 0 0 0 

~ 0 0 0 

comments/recommendations by c.o.b. tomorrow, 4/23. 

David L. Chew 
Staff Secretary 

Ext. 2702 



. . 

THE UNITED STATES TRADE REPRESENTATIVE 

WASHINGTON 

20506 

April 15, 1985 

MEMORANDUM FOR THE PRESIDENT!':?~ 

FROM : WILLIAM E. BROCK~ 
SUBJECT: Copper 

": •t •. · 

Section 247 of the Trade and Tariff Act of 1984 conveyed the 
sense of Congress that you should negotiate voluntary production 
restraint agreements with the principal foreign copper-producing 
countries. This provision also called upon you to report to 
Congress within 12 months of enactment of this Act to explain 
either the results of such negotiations or why you felt it was 
inappropriate or unnecessary to undertake them. 

In light of this provision, I instructed my staff to establish an 
interagency task force with the aim of examining once again the 
possibility of negotiating such restraints. You will recall that 
this possibility had been considered and rejected in the context 
of the determination you made on September 6, 1984 on import 
relief for the domestic copper industry. 

The task force examined all questions relevant to the issue of 
voluntary production restraints and produced a report detailing 
its findings. Subsequently, a thorough review of this issue was 
conducted within the framework of the interagency Trade Policy 
Committee. With the exception of the Department of Interior, all 
agencies agreed that the Administration should not seek to 
negotiate voluntary production restraints with foreign copper­
exporting countries. An attempt to negotiate such restraints was 
felt to be inadvisable for the following reasons: 

1. It would be inconsistent with the overall market-oriented 
trade and economic policy objectives of this Administration. 

2. It would incur losses to U.S. consumers substantially in 
excess of any gains accruing to U.S. producers. 

3. Neither negotiation nor implementation of such restraint 
agreements appear to be feasible. The major copper-producing 
countries have made it clear that they are strongly opposed to 
such negotiations. 
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I urge that you approve the recommendation of the ~rade Policy 
Committee that the Administration should not seek to negotiate 
voluntary production restraint agreements on copper. If you 
concur, I have enclosed the necessary letters to the Vice President 
and the Speaker of the House of Representatives advising them of 
this decision. Although the deadline set by Section 247 for 
reporting your decision is not until the end of October, Congress 
is already well aware of the strong opposition to the negotiation 
of such restraints within the Administration. Therefore, I see no 
benefit in delaying the communication of your decision on this 
issue to Congress. 

Attachments 



THE WHl·Te: HOUSE 

WASH I NG TON 

Dear Mr. Speaker: [ Dea Y ,A1 ('. 

In accordance with Section 247(c) (2) of the Trade and Tariff 
Act of 1984, I am writing to inform you of my decision not to 
seek to negotiate voluntary production restraints on copper. 

Section 247(b) conveyed the sense of Congress that I should 
negotiate "with the principal foreign copper-producing coun­
tries to conclude voluntary restraint agreements with those 
governments for the purpose of effecting a balanced reduction 
of total annual foreign copper production for a period of 
between three and five years ••• " In light of this pro­
vision, an interagency task force, chaired by the Office 
of the United States Trade Representative, was formed to 
take another look at the possibility of negotiating such 
restraints -- which had been considered, and rejected, in 
the context of the determination made on September 6, 1984, 
on import relief in accordance with Section 202(b) (1) of the 
Trade Act of 1974. 

The task force reviewed all questions relevant to the issue 
of voluntary production restraints, including: 

1. the consistency of voluntary production restraints 
with the basic policies of this Administration; 

2. the situation of the U.S. copper industry; 

3. the extent of subsidization or unfair trade practices 
in the world copper economy; 

4. the probable economic effects of production 
restraints; and 

5. the feasibility of negotiating and implementing such 
restraints. -

A summary of the task force report along with a copy of the 
complete report is attached for the benefit of interested 
Members of Congress on a confidential basis. The report was 
prepared with the aim of aiding our internal review of this 
issue and is not for public dissemination. 
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Following the completion of the task force report in early 
March, the possibility of negotiating production restraints 
was carefully reviewed by the interagency Trade Policy Com­
mittee, chaired by ~he U.S. Trade Representative. In light of 
this review, I have determined that it would be inappropriate 
for this government to seek to negotiate voluntary production 
restraint agreements with the governments of the principal 
foreign copper-producing countries. 

An attempt to negotiate such restraints would be inconsistent 
with the overall, market-oriented trade and economic policy 
objectives of this Administration. It would set an undesir­
able precedent in light of both our efforts to increase the 
responsiveness of the domestic and international economy to 
market forces and our continued opposition to cartels or other 
arrangements aimed at controlling or influencing world 
markets. Moreover, any effort by this government, in the 
context of production restraint negotiations, to give foreign 
producers assurances regarding the intentions of U.S. copper 
producers would raise serious antitrust concerns. 

Efforts to raise world copper prices through the restraint 
of foreign production would also be inefficient and expensive 
for the U.S. economy; they would incur losses to U.S. con­
sumers substantially in excess of any gains accruing to U.S. 
producers. 

Finally, I do not believe it would be feasible either to 
conclude or to implement production restraint agreements. 
The major copper-producing countries have made it clear that 
they are opposed to the negotiation of such restraints -­
largely because they do not feel they will be effective in 
improving the longer term situation in the world copper 
market. Moreover, past experience shows that production 
restraint agreements are extremely difficult to implement 
effectively and that any benefits from restraints tend to be 
eroded or reversed in the years following their termination. 

While I do not believe that the negotiation of voluntary 
production restraints is an appropriate course of action, I 
remain deeply concerned about the problems facing many workers 
in the U.S. copper industry. In response to my directive of 
September 6, 1984, the Department of Labor has developed a 
plan for a special effort to assist workers displaced from the 
copper industry. 

The major source of retraining and relocation assistance 
available to such workers is the Dislocated Worker Program 
under Title III of the Job Training Partnership Act (JTPA). 
Services are available under (a) a program of formula grants 
to the States, which accounts for 75 percent of Title III 
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funds, and (b) the remaining 25 percent or national reserve, 
which is available to the States on application to the 
Secretary. Workers may also receive training and related 
services in their local service delivery areas (SDAs) if they 
are economically disadvantaged under the terms of Title II-A 
of JTPA. In addition, up to ten percent of participants in 
local Title II-A programs need not meet the income requirement 
if they face special barriers in the labor market. 

In addition to assistance under JTPA, copper workers may 
receive counseling, referral, and placement services at the 
local offices of the Federal-State employment service. The 
unemployment compensation system provides partial income 
replacement for qualifying workers (the vast majority of 
dislocated workers qualify for these benefits); for those 
workers who have been certified pursuant to the Trade Adjust­
ment Assistance program, these benefits are available for as 
long as 18 months (if the individual is enrolled in training). 

The plan developed by the Department of Labor consists of 
three elements. First, of the funds reserved by the Secretary 
under Title III of JTPA, $2.5 million will be earmarked spe­
cifically for retraining programs to assist copper workers in 
heavily impacted States and localities. To assure that a 
maximum effort is made in the States to assist copper workers, 
the States will be asked to contribute an amount equivalent 
to twice the Federal allocation to support these projects. 
The source of the contribution can be State training funds, 
received under JTPA or other legislation, or private sector 
funds. In total this will amount to approximately 
$7.5 million in new training and employment services for 
copper workers. 

Second, a team of senior Department of Labor staff will be 
designated to work with State and local governments in the 
impacted areas to help establish programs of retraining, 
relocation, and related assistance for displaced copper 
workers. The heavily impacted States will be asked to 
identify special liaison staff to work with the DOL team. 

The Federal team members will provide technical assistance to 
help State and local staff in the design of programs which can 
be of maximum assistance in enabling displaced copper workers 
to be placed in suitable employment. They will assist staff 
to make maximum and effective use of Federal resources, 
particularly those available under JTPA. 
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Third, a task force composed of industry, labor, and officials 
from all levels of government, chaired by the Under Secretary 
of Labor, will monitor these efforts and suggest ways to 
improve upon them. . 

I have directed Secretary-Designate Brock to ensure that this 
plan is implemented in an expeditious and effective manner. 

Sincerely, 

The Honorable Thomas P. O'Neill, Jr. 
Speaker of the 

House of Representatives 
Washington, D.C. 20515 



·-

Sur~arv Of Task Force Reoor: 

--An initiative by the USG to negotiate restraints on foreign 
copper production would be inconsistent with the basic thrust 
of this Administration's trade and commodity policy. 

. . 
--Any USG efforts to secure foreign production restraints would 
lead to counter-requests by those foreign countries for commitments 
on U.S. copper production. The USG does not have any legal 
authority to make such commitments. ·Moreover, discussions with 
domestic copper producing firms aimed at developing production 
•forecasts• . for use in negotiations with foreign countries could 

·expose U.S. producers to significant risks of anti-trust liability. 

--The evolution of the world copper market over the past few 
years bas seriously injured the U.S. copper industry. Larger 
losses have been incurred over the past four years and most 
firms are in a precarious financial position. Although market 
fundamentals improved substantially in 1984, prices weakened 
further. 

--If prices continue at current levels, a further severe shrinkage 
of U.S. copper production will likely occur. Only about 275,000 
mt of u.s. production can meet breakeven costs at these price 
levels. However, even if the anticipated increase in prices 
occurs (to a~out 75 cents per lb), a further shrinkage of U.S. pro­
duction from current levels is likely. 

--The U.S. industry has made strenuous cost-cutting efforts. 
Although o. S. production costs are still well above those of 
the lowest cost producers (Chile and Zaire), they would appear, 
on average, to compare favorably with the costs of most other 
major producers. 

--No significant net government subsidies by foreign governments 
to their copper-producing industries were found, although governments 
in several key producing countries were involved in the financing 
of the copper industry (Interior believes the situation with 
respect to subsidies is inconclusive and questions the net subsidy 
concept.) 

--The role of multilateral development banks (MDBs) in financing 
copper projects appears to be minor. MDB financing of copper 
projects over the past decade has amounted to less than 5 percent 
of total financing of copper projects • 

. --Although the IMP has made large loans to major copper exporting 
countries in recent years (about $3.8 billion outstanding as 
of 8/31/84), these loans 90 to the central banks of foreign 
governments and not to the copper-producing industries in those 
countries. 
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--Market behavior of some oovernment owned or controlled coooc: 
enterorises aooears to bi sianificantlv different from -f~a: .. .. . ~ .. 
of private sector firms and to result in maintenance of higher 
levels of production when prices are low. 

--Copper is classified as a strategic and critical commodity 
vital to the national defense {U.S. stockpile policy is currently 
under review). The shutdowns in capacity now threatening the 
U.S. copper mining industry could make the U.S. more dependent 
on imports from outside North America. 

--Econometric analysis shows that losses to consumers resulting 
from production restraint would substantially exceed gains to 
producers. 

--The U.S. copper fabricating industry has indicated that it 
could support the negotiation of production restraints. 

--Econometric analysis gives no clear cut answer as to whether 
or not the export earnings of participating foreign countries 
would increase ·as a result of their imposition of production 
restraints. Where o.s. production is •frozen•, the analysis 
usually shows such increases occurring. On the other hand, 
the analysis tends to show that gains .in revenue enjoyed while 
restraints are in place may be largely lost in the longer term. 

--Any U.S. efforts to negotiate production restraints would 
meet strong resistance from the key copper exporting countries. 
Both Chile and the CIPEC Secretariat have advised the U.S. in 
writing of-their opposition to such negotiations (see Attachments 
2 and 3 to the task force report.) It seems unlikely that the 
o.s. could successfully negotiate such restraint agreements 
unless major enticements were offered {or pressures exerted) 
outside the copper area. 

Ll~USE 
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Report of the Copper Task Force 

Section 247 of the Trade and Tariff Act of 1984 (signed by the 
President on October 30) contains a sense of Congress resolution 
urging the President to negotiate voluntary production restraint 
agreements on copper. It also calls for the President to report 
to Congress within a year on either the results of such negotiations 
or the reasons why he felt it was inappropriate or unnecessary 
to undertake this course of action. In view of the enactment 
of this resolution, Ambassador Brock directed that the interagency 
task force formed to handle the 201 complaint be reconvened 
with the aim of objectively reviewing the possibility of negotiating 
such agreements. The initiation of this review was not meant 
to imply any commitment to negotiate such agreements. 

The option of pursuing some sort of voluntary production restraint 
arrangement was, of course, considered and rejected by the President 
in making his determination on the Section 201 complaint. The 
task force reviewed both the arguments made and the data developed 
in preparation for the President's decision as well as new facts 
or factors arising since the September 6 decision. The task 
force concentrated its efforts on fact-finding and analyses1 
therefore, this report contains no specific recommendations 
for USG actions. · 

The major areas covered by the Task Force were: 

l; Consistency of voluntary production restraints with the 
basic policies of the Administration. 

2. The situation of the U.S. copper industry. 

3. The extent of subsidization or unfair trade practices in 
the world copper economy. 

4. The strategic importance of copper. 

s. The probable economic effects of production restraints. 

6. The feasibility of negotiating and implementing such restraints. 

The findings of the task force with respect to each of these 
areas are elaborated below: 

A. Policy considerations 

The basic thrust of this Administration's economic and 
trade policy is to reduce the role of government and to encourage 
greater reliance on the market. While exceptions have been 
made to this policy, an initiative by the USG to negotiate restraints 
on copper production in the major copper exporting countries 
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would, nonetheless, be inconsistent with it. In the area of 
trade policy, it would run counter to our efforts to persuade 
other countries to place more reliance on market forces and 
to reduce government intervention in the world market place. 
With respect to commodity policy, this Administration has made 
it clear that we have serious doubts about the value or effectiveness 
of attempts to •stabilize• market prices through international 
commodity agreements. While we have demonstrated a willingness 
to consider continued participation in those agreements in which 
we are already members (coffee, sugar, and rubber), we have 
also made clear that we have a strong presumption against entering 
into any other agreements which contain market-stabilizing features. 

The U.S. copper industry (and the Congress) have not, of 
course, suggested that we negotiate a formal commodity agreement. 
Instead, they envisage a less formal, temporary arrangement 
employing the mechanism of voluntary production restraints to 
attain the same objective (price stabilization or price support) 
as an international commodity agreement -- at least over the 
next few years. 

Finally, we should recognize that any United States Government 
effort to secure foreign commitments regarding production restraints 
will inevitably lead to counter-requests by those foreign countries 
for commitments on United States copper production. Acceding 
to such requests would take any arrangement well beyond previous 
VRAs, which involved only· restrictions on exports to the United 
States by foreign producers. Rather, such an arrangement would 
mean actual involvement (however informal or indirect) of the 
United States industry in a worldwide agreement to reduce production 
in order to raise prices. We do not have any legal authority 
for the United States Government to make such commitments {or, 
more specifically, to impose any restraints on domestic copper 
production.) The best the United States Government could do 
would be to of fer estimates or forecasts of what would likely 
be produced by the United States copper industry under various 
market scenarios. Such estimates would have to be developed 
on the basis of individual discussions with the domestic copper 
producing firms. Even such discussions, however, in any realis­
tically probable scenario, would expose United States producers 
to significant risks of antitrust liability if the worldwide 
production restraints were successfully concluded. 

The Interior Department has suggested the possible application 
of the antitrust immunity provisions of the Defense Production 
Act as a vehicle to immunize any participation of domestic copper 
producers in the production restraint arrangement. Preliminary 
analysis by the Justice Department has suggested that, for both 
substantive and procedural reasons, the use of the immunity 
provisions of the Act would not be appropriate. Justice is 
continuing its research on ~hese issues and will present further 
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comments shortly. 

Exceptions are, of course, made to these trade and commodity 
policies (Representatives of the o.s. copper industry often 
cite o.s. negotiation 0£ restraints on steel imports -- or textiles 
or automobiles -- as a precedent for a similar effort for copper 
and suggest that copper could be treated as one exception among 
others.) Three reasons are frequently advanced as warranting 
a departure from basic Administration trade and commodity policies 
in the case of copper: 

l. The seriousness of the injury to the domestic copper industry 
resulting from low world copper prices. 

2. Trade in copper is not •free• but rather greatly distorted 
by the important role played by governments and the international 
financial institutions (IFI's) in foreign copper production. 

3. The strategic importance of U.S. copper production. 

These issues are examined in subsequent sections. 

B. The Situation of the U.S. Copper Ingustry 

The grave injury caused to the U.S. copper industry by 
the evolution of the copper market over the past few years cannot 
be disputed. The USITC found the industry to be injured in 
June 1984 and the situation has worsened since then. If the 
market conditions that prevailed throughout 1984 persist much 
longer, a further severe shrinkage of the U.S. copper-producing 
industry will likely occur. 

A few facts will serve to illustrate the depressed state 
of the U.S. copper industry in recent years (which was thoroughly 
documented in both the USITC report and the earlier 201 task 
force report.) 

--o.s. mine production of copper fell from 1.5 million 
mt in 1981 to an estimated 1.05 million mt in 1984. 
Capacity utilization is now only about 60 percent. 

--Employment in the copper mining industry has dropped 
from 28,000 in 1979 to an estimated 13,000 in 1984 and 
further decreases are expected (In part, this decline 

.is due to productivity gains.) 

--The o.s. copper industry has suffered major losses over 
the last three years: $410 million in 1981; $1,154 million 
in 1982: and $605 million in 1983: Losses in 1984 are 
thought to have been even larger than 1983. Confidential 
discussions indicated that 1984 losses for five out of 
the nine u.s. copper firms totaled over $500 million. 



The world price of copper fell from an annual average price 
of $1.01/lb. in 1980 to an average annual price of 65 cent/lb. in 
1984, as a result of increasing supplies of copper from foreign 
producers and a decline in copper demand caused by the recent 
worldwide economic recession. Nineteen mines have closed since 
1981. The total capacity for those mines was 504,000 metric 
tons. An estimated additional 300,000 metric tons of mine capacity 
was placed in shut-in status during 1984, i.e., existing production 
capacity was not utilized. Lost domestic mine capacity thus 
totaled 804,000 metric tons in 1984. Regionally, Arizona absorbs 
an estimated 53 percent of the loss, Utah 20 percent, Montana 
12 percent and Michigan 9 percent. Tennessee, Idaho, Nevada, 
and New Mexico absorb smaller losses. Both smelter and refinery 
capacity also declined between 1981 and 1984. Eight smelters 
were closed with a capacity of 699,000 mt and eight refiners 
with a capacity of 775,000 mt. 

Attachment I describes in detail the mine closures and other 
cutbacks in production and employment that have occurred over 
the past few years. 

At the time of the President's decision on the 201 case, 
most market analysts predicted that copper prices would rise 
significantly in the fall of 1984: this increase did not occur. 
Instead, between the President's decision and the end of the 
year, the price of copper in the o.s. declined by 6 1/2 percent. 
The average copper price for 1984, was about 15 percent below 
the 1983 average price and 39 percent below the 1979 average. 
The 1984 year end price of about 60 cents/pound was 20 percent 
below the 1983 year end price. 

While prices failed to improve in 1984, the fundamentals of 
the market pointed, and continue to point, in the direction 
of a recovery. World copper consumption was strong in 1984, 
increasing by 6 percent. (In contrast, world mine production 
increased by only about 2 percent.) World stock levels fell 
by nearly 450,000 mt in 1984. Among the reasons cited for the 
continuing failure of the copper market to respond to these 
changes in market fundamentals are: the strength of the dollar, 
the willingness of most countries to continue to produce at 
high levels-even at the very low dollar prices prevailing in 
1984, the threat of further expansion in Chilean copper mine 
capacity, the fact that stocks still remain above •normal• levels, 
particularly in the United States, and the widespread availability 
of unused or underutilized copper production capacity. 

Nevertheless, it is still reasonable to expect an increase in 
copper prices both because of the improvement in fundamentals 
and because current prices are not viable in the longer-term 
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for most of world production they are below the production 
costs of nearly all major producers except Chile and Zaire even 
after allowing for progress in cost reduction in the o.s. and 
elsewhere. The market outlook for copper over the next few years 
will, of course, be heavily influenced by the rate of world 
and u.s. economic growth. Economic forecasts generally indicate 
continuing world economic expansion over the next few years 
and moderate o.s. growth in 1985. Given these prospects, copper 
prices are expected to increase 5 to 10 percent during 1985 
or into the 65-70 cents/pound range. If world economic expansion 
continues in 1986, prices of about 75 cents/pound are anticipated. 
Given expected production increases, however, (particularly 
in Chile, where an increase in CODELCO's production capacity 
from 1.0 to 1.6 million mt is planned by the end of this decade), 
it would appear that downward pressure on prices will generally 
be maintained and that prices are unlikely to rise much further 
for any prolonged period. world consumption increases through 
1999 have been forecast at about 125,000 to 150,000 mt/year. 
Production increases are seen as having potential to match or 
even exceed this growth. 

The above forecasts should, of course, be viewed with great 
caution. The copper market has, in recent years, consistently 
defied the optimistic ·prognostications of experienced market 
analysts. Whether the price recovery will come soon enough 
and be sufficiently strong to prevent further massive dislocations 
in the u.s. copper industry must remain a major question mark 
and seems unlikely in the view of some analysts. 

The approximately 1 million metric tons of u.s. mined copper 
production in each of the last three years have been sold at 
average prices which were less than average costs. Of the 1 
million mt produced domestically during 1984, approximately 
100,000 mt were produced at a profit and another 175,000 mt 
at breakeven cost. Were prices to remain at end-of-1984 levels, 
one would expect u.s. mine production to contract to an economic 
production level of about 275,000 mt/year. Assuming price increases 
to about 75 cents/pound, o.s. economic production could be maintained 
at 800,000 mt/year. Thus, even under what appears to be generally 
favorable conditions of world economic growth, it is estimated 
that the equilibrium point for u.s. copper mine production will 
be at production levels 20 percent less than current levels. 
If current prices were to persist, u.s. mine production could 
decline by more than 70 percent from current levels. (Note: 
The above analysis takes into account depreciation costs and 
profit and, thus, differs somewhat from the estimate shown in 
Table 3.) 

The above analysis is, of course, based on an abstract comparison 
of industry costs and possible price levels. The length of 
ti~e that such prices would have to continue in order to effect 
further shrinkage of the U.S. industry is uncertain. But the 

IJSE 
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current financial situation of most of the u.s. copper industry 
is so precarious that dramatic reductions in copper production 
could take place in the near future. The bankruptcy of a major 
copper firm appears to be a possibility. In addition, divestiture 
of major copper holdings by parent companies could occur. Four 
of the major copper firms now operating in the u.s. are owned 
by oil companies (Anaconda, Duval, Cyprus Bagdad, and Kennecott.) 
Except in the case of Kennecott, the parents of these companies 
have announced their desire to sell those properties. 

In reviewing the situation of the u.s. industry, attention should 
be devoted to its considerable efforts to cut costs over the 
past few years. Kennecott, for example, indicated that, in 
terms of 1984 dollars, production costs in its three mining 
properties have been reduced by 40-60 percent since 1975. During 
1984, most o.s. copper companies reduced their labor and overhead 
costs through employee and management layoffs and wage cuts. 
They continued at an accelerated pace production cost reduction 
programs begun in 1981, which reduced their cash costs to a 
1984 average of 65 cents/pound. These costs do not include 
depreciation and prof it charges, which as a rule of thumb, average 
5 cents/pound. Thus, with by-product credits, average full-cost 
production in the u.s. during 1984 was approximately 70 cents/pound. 
The decline in costs was substantial given the inflation since 
1981 and the fact that by-product credits were 8 cents/pound 
less in 1984 than in 1981. These data indicate that the u.s. in­
dustry bas made major efforts to become competitive with the 
lower-cost world copper producers. Tables 2 and 3, prepared 
by the Bureau of Mines, detail the changes in costs over the 
past four years and outline the current cost structure of the 
industry. 

While it appears that the cost reductions achieved by u.s. industry 
in recent years can basically be maintained, further significant 
cuts in costs will probably depend on major new investments 
-- a questionable development in light of the depressed market 
situation. Industry success in negotiating reduced wage/benefit 
packages with o.s. workers could also yield some important cost 
reductions. 

The reduction in the average o.s. production costs has been 
accomplished both through positive cost-cutting programs and 
through the closure of less productive facilities. Although 
U.S. production costs are still well above those of the lowest 
cost producers such as Chile and Zaire, they would, on average, 
appear to compare favorably with the costs of most other major 
producers -- e.g., Australia, Canada, Peru, the Philippines, 
and Zambia. A weakening of the dollar would, of course, further 
strengthen the u.s. competitive position. On the other hand, 
further devaluations by LDC producers for general BOP reasons 
could make them more competitive. Changes in by-product prices 
could also significantly alter competitiveness -- e.g., much 
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of the strength of Zaire's current competitive position on copper 
is due to increased cobalt prices. In sum, while u.s. costs 
will almost surely remain well above those of Chile, there is 
nothing inherent in the international cost structure that permits 
us to predict with certainty whether further adjustments in 
supply should come largely at the expense of U.S. industry or 
of other producers at the mid to high end of the international 
production cost scale. 

c. Subsidies and Unfair Tr9de Practices 

As part of its case for import relief, the u.s. copper industry 
has complained about the •unfair• or •economically irrational• 
practices of foreign copper producers and the •subsidization• 
of these producers by the International Financial Institutions 
(IFI's) -- both the multilateral development banks (MDB's) and 
the IMF. In treating these allegations in the context of the 
201 investigation, three questions were addressed: 

1. Do the copper industries in the major foreign producing 
countries benefit from government subsidies that give them 
a significant advantage over o.s. producers? 

2. Do IFI programs affect the production policies of foreign 
copper industries in such a way as to disadvantage the 
u.s. copper industry? 

3. Are the production· policies of the state-controlled or 
owned copper producers in foreign countries significantly 
different from those of the private sector? If so, do 
they unfairly disadvantage the latter? 

The conclusions reached in that investigation are outlined and 
reviewed below. 

With respect to the first question, no significant net government 
subsidies were found. In the case of Chile, it was noted that 
the copper industry is clearly a large net contributor to the 
government; in 1983 Codelco paid an estimated $675 million to 
the Government of Chile in the form of dividends and taxes. 

A more recent_ and more detailed examination of the subsidy question 
by Trea$ury generally supports this conclusion. Treasury examined 
net subsidies to the copper mining industries of Chile, Indonesia, 
Mexico, Peru, the Philippines, Zaire and Zambia, attempting 
to weigh financial and technical assistance provided by governments 
to domestic copper industries against the burdens imposed on 
those industries (e.g., taxes, special payments, and required 
provisions of services.) They concluded that, while there may 
be modest economic assistance through the tax system, favorable 
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investment policies, and technical and financial assistance, 
these benefits are nearly always offset over time by financial 
burdens placed on copper mining in such countries to contribute 
to the general welfare of the country or the overall operations 
of the government. (A combination of managerial neglect and 
the burdens placed on copper producers, particularly in the 
African countries, have sometimes resulted in decapitalization 
and, over time, reduced production capability.) Nevertheless, 
government infusions of capital into those industries during 
times of low prices may in some cases be instrumental in preventing 
shutdowns of some mines. Even though this subsidy may be recovered 
in the long run, it would still give those mines a distinct 
advantage at a very critical time. 

Interior believes that the situation with respect to subsidies 
is inconclusive. They question the •net subsidy• concept on 
the basis that it subjectively assigns certain costs of doing 
business by foreign industry as costs to meet social burdens, 
a process that has the effect of arithmetically cancelling out 
assistance from their government and international lending insti­
tutions. 

While the task force's basic conclusion is that identifiable 
government subsidies do not in themselves appear to be significant, 
there are a few question marks.· 

The Treasury paper shows that the governments of most of 
the countries, including Chile, are involved in the financing 
of the copper industry -- sometimes through loans, sometimes 
through equity. Chilean investment in Codelco could presum­
ably be regarded as a sound business investment but, in 
the case of Zaire, Zambia, and the Philippines, it appears 
that some financing has been provided without requiring 
a reasonable rate of return. 

Even if •subsidies• and •burdens• cancel each other out 
over a period of years that does not necessarily mean that 
the effect of government intervention is neutral. Provision 
of loans or equity financing in depressed market situations 
may enable production to be maintained at a significantly 
higher level than would otherwise be the case. 

It should be noted that the fact that the u.s. industry did 
not make use of u.s. trade laws governing countervailing duties 
would also seem to indicate that foreign practices in copper 
mining are not countervailable under U.S. law. 

The second question involved consideration of the programs both 
of the MDB's and the IMF's Compensatory Financing Facility (CFF). 
The 201 task force report deemed the role played by MDB's in 
financing LDC copper projects to be minor and not an important 

....... 
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contributor to the world copper supply. MDB financing of copper 
projects over the past decade has amounted to less than 5 percent 
of total financing of copper projects. Since 1977, MDB's have 
participated in a total of 9 copper project loans to LDC copper 
exporters which will result in estimated additions to annual 
capacity of about 244,000 metric tons by 1989, or about 3 percent 
of 1983 world copper output. The presence of MDB's in these 
projects appears to provide an implicit benefit, encouraging 
private sector financing which might otherwise stay away from 
the project. 

MDB financing of mineral projects is generally done in conjunction 
with funds from other ~ources. The presence of the MDBs, parti­
cularly the World Bank, gives the projects an aura of safety 
against nationalization. In this context, recent MDB funding 
probably bas enabled countries such as Zaire and Zambia to attract 
new capital and surmount the adverse effects of a spate of hard 
currency allocation and decapitalization policies pursued during 
periods of depressed pr ices. Equally important in Zaire, the 
MDB presence helped to restore confidence in the viability of 
Zairean copper mining after the 1978 Shaba I and 1979 Shaba 
II incursions by Zairean rebels. The 1983 IDB loan to Chile, 
on the other hand, was transferred to Codelco as a contribution 
to capital in the form of equity. 

IMF loans, including those under its Compensatory Finance Facility 
(CFF), assist countries in correcting their temporary balance-of­
payments difficulties. Outstanding loans to seven major copper 
exporting countries (Chile, Peru, the Philippines, South Africa, 
Zaire, Zambia and Zimbabwe) totaled about $3.8 billion as of 
8/31/84, about half of which were CFF loans. Countries are 
entitled to CFF loans if the total value of merchandise exports 
falls short of its trend growth, but for these countries copper 
often is a leading cause of such fluctuations in total exports. 
The sharp declines in earnings from copper exports over the 
past few years have resulted, for the most part, from the drop 
in prices rather than from any decrease in the quantities exported. 

An important factor in considering a petition for a CFF loan 
for an export earnings shortfall is that the shortfall must 
be beyond the control of the petitioning government. Thus, 
a country would not qualify if it curtailed exports to build 
inventories. Moreover, all of these funds are loaned directly 
to the central banks of the borrowing countries to finance any 
of a wide variety of international payments. None of the proceeds 
of these loans are transferred to the copper-producing industries 
in those countries. The IMF sets the interest rate charged on 
its CFF loans somewhat below market rates1 currently the rate 
is 7 percent. Loans must be repaid over a 3-5 year term, sooner 
if the country's balance of payments and reserve positions improve. 

With respect to the third question, the 201 report found good 
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reason to believe that the market behavior of some government-owned 
or controlled copper enterprises is significantly different 
from that of private sector firms. Some government-influenced 
firms appear to maintain production at higher levels when prices 
are low than do their private sector counterparts. 

Para-statals in Zambia and Zaire are clearly influenced by govern­
mental commitments to maintain high production levels so as 
to maximize foreign exchange earnings and employment. This 
influence has been a mixed blessing with respect to its impact 
on production levels. In both countries, decapitalization of 
the mining industry has occurred and, as noted earlier, they 
have had difficulty in maintaining production levels (Zambia• s 
production has declined significantly). 

The case of Codelco in Chile is less clear because its low production 
costs and the efficiency of its operation tend to undermine 
any suspicion of •uneconomic• behavior. Even here, however, 
it would appear that the institutional framework within which 
Codelco functions causes it to act as a revenue rather than 
a profit maximizer. The inflexibility of its payment schedule 
to the Chilean government (which is fixed in advance of actual 
earnings) would seem to provide a strong stimulus for Codelco 
to keep production high regardless of market conditions. In 
addition, Codelco has plans for substantial capacity expansion 
and expects to keep that capacity fully employed. Nevertheless, 
its production costs were amply covered even by the low prices 
of the 1982 - 1984 period. (Production at prices below average 
cost is not necessarily economically •irrational• -- given the 
existence of fixed costs, it can be a loss-minimizing strategy. 
In recent years, the u.s. industry has produced the bulk of 
its copper at average costs which exceed prices.) 

The impact of the emergence of the para-statals has been reinforced 
by the decreasing concentration of the copper industry. In 
1960, 12 firms, all in the private sector, controlled 84 percent 
of western world copper output; today, the 12 top enterprises 
(including para-statals) control only 49 percent of output. 

Table 4 compares production in the major copper-producing countries 
over the 1979-84 period. Between 1979 and 1984, annual world 
copper mine production in the market economy countries increased 
by several hundred thousand tons. Production in the centrally-­
planned coun~ries, for which data is questionable, steadily 
increased. Refined consumption, on the other hand, fell by 
about 1 million mt per annum between 1979 and 1982, but has 
since increased by about 800,000 mt. 

Against this backdrop, we see a diversity of production trends. 
o.s. production shows the only clear response to the decline 
in prices, falling by nearly 400,000 mt in 1982 and an additional 
100,000 mt in 1983. In total, u.s. production fell by nearly 
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one-third between 1979 and 1983. Canadian production was also 
down in 1982 and 1983 but, surprisingly, increased in 1984 almost 
to peak 1980 levels. There was a fairly steady decline in Zambia 
(8 percent between 1979 to 1984), reflecting the longer term 
trend in that country. Peru and the Philippines which have 
essentially private copper sectors, also showed a significant 
decline in production between 1979 and 1984. 

The major increases in production over this period came from 
Chile (about 240,000 tons or 22 percent), Zaire (nearly 100,000 
tons or 22 percent), and Mexico {about 70,000 tons or 66 percent.) 
It should be noted, however, that the 1979 level of production 
in Zaire was abnormally low as a result of the invasion of Shaba 
by insurgents from Angola. More modest increases were registered 
in Australia and South Africa, where by-product credits are 
of major importance. A substantial production increase 165,000 
mt in aggregate) was also registered by the smaller market economy 
producers. 

At least at the outset of the recent recession, average production 
costs in the u.s. tended towards the higher end of the international 
scale -- the competitive position of the u.s. was also worsened 
by the major devaluations in the currencies of the key copper 
exporting countries. Between the third quarter of 1981 and 
that of 1984, the Chilean peso depreciated 145% against the 
dollar, the Zambian kwacha by 52%, the Zaire by 563%, and the 
Peruvian sol by 752%. Thus, to some extent, it was inevitable 
that the brunt of adjustment would fall on the u.s. industry. 
But an examination of average costs masks the fact that, for 
a significant portion of foreign industry, production costs 
are higher than those of certain u.s. mines and certainly higher 
than the level of world prices in recent years. 

Tables 5 and 6, for example; estimate that production costs 
for much of the output of other major producers are above 70 
cents/pound. 

D. Strategic Considerations 

Copper is classified as a strategic and critical commodity vital 
to the national defense. It has also been designated as one 
of five •controlled Materials• whose central management has 
been essential to past mobilization efforts. 

Copper has numerous direct defense uses. It is used in ammunition 
and shell casings, and copper wire is a critical component of 
all communication and control systems, and advanced weapon systems. 
Copper and brass components are used extensively in all forms 
of military transportation, and waterborne weapons systems. 
While these direct uses are vital to any defense effort, they 
are relatively small when compared to the quantity of copper 
used by the civilian economy. These uses include electrical 
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transmission, communication, transportation, and capital goods. 

The shutdowns in capacity which are now threatening the u.s. copper 
mining industry could not be easily reversed in the short-term 
and could make the o.s. more dependent on imports from outside 
North America. Such an eventuality would need to be taken into 
account in formulating u.s. policy regarding strategic materials. 
(That policy is now under review.) 

E. Economic Impact of Production Restraints 

The economic implications of negotiated production restraints 
were examined as part of the 201 investigation along with the 
estimated impact of quotas and tariffs. In attempting to assay 
these implications, the task force utilized an econometric model 
developed internally1 in addition, it examined available outside 
analysis -- in particular, that submitted by interested parties 
in the course of the 201 procedure. The two hypotheses most 
often employed in that examination were a 5-year 200,000 mt 
annual cutback by the CIPEC-4 (Chile, Peru, Zambia, and Zaire) 
and a 5-year 300,000 mt annual cutback by that group of countries. 
Variations on these hypotheses were introduced by assuming either 
a •freeze• on u.s. production or no restraint on u.s. supply 
response. 

In re-examining the impact of production restraints, the internal 
model was revised somewhat on the basis of more recent data 
available and, in addition, a number of new hypotheses were 
used -- e.g., freezes in CIPEC-4 production and a 2 or 3-year 
time period of restraint (rather than a 5-year period.) The 
recent suggestion of Kennecott that a cut of 12 percent (300,000 
mt} by the CIPEC-4 over a 3-year period would bring supply and 
demand into equilibrium was explicitly incorporated into the 
analysis. In all cases, the internal model generated results 
over a 5-year period. 

In all the cases analyzed, world copper prices increased as 
a result of the production restraints. Depending on the assumption 
postulated -- particularly with regard to u.s. production, the 
extent of the cutbacks, and the length of time they were applied, 
however, the average increase in price over the 5-year period 
varied widely. As would be expected, the smallest increases 
(only 1-2 percent) occurred when the cutbacks or freeze applied 
for only two years and u.s. supply was unrestricted. The largest 
increases (25-30 percent) occurred when the restraints were 
imposed for five years and o.s. production was also frozen over 
that period. Kennecott has estimated that a 3-year 300,000 
mt cutback in production would raise world prices by 15 cts/lb. 
Most of the other analyses available show copper prices increasing 
by 7-17 cts/lb as a result of 200 - 300,000 mt cutbacks by the 
CIPEC-4. 
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The impact on jobs and productiQD in the U.S. industry shown 
by the internal model was small. Job gain did not exceed 1300 
under any of the scenarios examined and, in fact, where a freeze 
in U.S. mine production was postulated, the model showed net 
losses of U.S. jobs. 

Losses to consumers (measured by changes in consumer surplus) 
substantially exceeded gains to producers (measured by changes 
in producer surplus) under all of the hypotheses examined. 
In those cases where the greatest gains were registered by producers, 
net losses to the u.s. economy (consumer minus producer surplus} 
totaled over $3 billion over the 5-year period. Under those 
scenarios where u.s. jobs were created, cost per job gained 
was high - usually about $250,000. 

These estimates indicate that production cutbacks by leading 
copper producers would be inefficient and expensive for the 
u.s. economy. If, however, large parts of the u.s. copper industry 
are on the verge of going out of production, the production 
and employment effects of successful production restraints could 
be much more significant. The potential imbalance between producer 
gains and consumer losses might, thus, be significantly less 
(although costs to consumers would still substantially exceed 
the gains to producers). 

The attitude of the copper fabricating industry is of some relevance 
in considering the question of consumer impact. Spokesmen for 
that industry, while adamantly rejecting any sort of quota or 
tariff, have made it clear that they could accept, or even support, 
negotiated production restraints. The main reason for this 
position is that, since the price rise f roro cutbacks would affect 
all countries, U.S. fabricators would not be disadvantaged against 
their foreign competitors. The fabricators also would appear 
to believe that given the extremely low current level of copper 
prices, a significant increase in copper prices could be absorbed 
without impairing the competitiveness of copper products. 

A major point of uncertainty is the probable impact of production 
restraints on the export earnings of the countries participating 
in such restraints. Representatives of the u.s. copper industry 
(and economists employed by them) have argued that restraints 
would increase the export earnings of even those countries parti-
cipating. Economists employed by CODELCO and other foreign 
producers have come up with a contrary conclusion. 

The investigation of the 201 task force disclosed that alternative 
methods produced widely differing estimates of changes in export 
earnings. This was, of course, due to differing predictions 
as to the price impact of the restraints. The internal econometric 
model used in that exercise estimated that, with a 300,000 rot 
cutback over a 5-year period, the LME price would average 13 
cents a pound higher {about 15-20 percent) than with no production 
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cut. Another estimate, using the Takeuchi formula (and higher 
demand and supply elasticities), indicated a 10-15 percent increase 
in price. This difference in price effects was critical in 
determining whether production restraints would cause an increase 
or decrease in export earnings. The 15-20 percent price increase, 
when combined with the lower quantity of exports, resulted in 
an increase in earnings, while the 10-15 percent price rise 
resulted in a decrease in earnings. The first model showed 
production cuts yielding a $170 million increase per year in 
the export earnings of the CIPEC 4; the second showed a $180 
million decrease. 

The results obtained using the revised model and a greater number 
of restraint variations may be summarized as follows: 

l. In all cases where U.S. production is "frozen", the 
CIPEC-4 export revenues rise substantially as a result 
of production restraints. Except in cases where restraints 
applied for only 2 years, o.s. revenue increases are 
also substantial. 

2. Where U.S. production is not frozen, CIPEC-4 export 
revenues generally decrease. Chile and Peru, where 
further expansion of production is expected, are hit 
harder than Zaire and Zambia. 

3. Where restraints are imposed for only 2-3 years, revenues 
both of the CIPEC-4 and the u.s. begin to go down 
as soon as the restraints are lifted. This suggests 
that the limitation of the analysis to 5 years 
(all that the model is capable of) is misleading and 
that gains in revenues enjoyed while the restraints 
are in place may be largely lost in the longer term. 

The dispute over export revenues boils down to a question of 
supply and demand elasticities. Moreover, it is essentially 
a dispute over short-run elasticities. Most observers accept 
the fact that in the longer run, both supply and demand elasticities 
will be sufficiently high so as to erode any effort to maintain 
price through production restraints and that they would, in 
the long term, reduce the export earnings of participating countries. 
A related issue is whether the short-run is the relevant time-frame 
to use in evaluating the impact of production restraints. CIPEC 
economists h~ve argued that long-run elasticities should be 
used. 

Both demand and supply price elasticities for copper are thought 
to be quite low in the short-run. Everest Consulting Associates, 
Inc. (consultants for the 201 petitioners) used a demand elasticity 
of - 0.17 in making their calculations as to the effect of 
production restraints. This figure was the median of computed 
short-term elasticity values compiled by them and seems generally 
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reasonable and in line with the elasticities generated by the 
internal model. If anything, it may be on the high side. Given 
the very low levels of current prices, there is good reason 
to believe that the demand reaction to a modest price increase 
would be muted. The Bureau of Mines suggests that the short-run 
price elasticity of demand, under current circumstances, would 
be less than - 0.1. 

With a short-run demand elasticity of - 0.17 (and given the 
CIPEC-4's market share of 37 percent), the non-CIPEC-4 supply 
elasticity must be below 0.25 for the production cutback to 
increase CIPEC-4 export earnings. (If, of course, the demand 
elasticity were significantly lower, then a significantly greater 
non-CIPEC supply response could be permitted. Similarly, if 
a larger number of countries were covered by production restraint 
agreements, such restraints would more readily work to the benefit 
of those countries participating.) Everest Associates found 
most computed supply elasticities to fall between 0.1 and 0.3; 
they used 0.2 as the most representative value. While this 
estimate seems reasonable, there is a great deal of uncertainty 
regarding supply elasticities. Given excess capacity in the 
United States and in a number of other countries, the elasticity 
of supply for those areas could be considerably higher. The 
internal model, for example, generated an elasticity of supply 
of .43 for the U.S. Allowance for the higher short-run supply 
elasticity, for wsecondary• copper, which represents 15 percent 
of the market, might also generate a greater overall supply 
response. 

The reaction of U.S. producers to production cutbacks would 
appear to be a decisive factor in determining the effectiveness 
of such restraints. Kennecott estimates that breakeven production 
costs of shut down facilities are 80 cents/pound or higher and 
argues that the modest price increases likely to result from 
production restraints would not be enough to cause a reopening 
of U.S. mines. Some o.s. mines are, however, operating at reduced 
levels (rather than being totally shut down), and even a small 
increase in price might suffice to raise capacity utilization 
rates in those units. 

If o.s. supply response was minimal -- either for policy reasons 
or because the price increase generated by cutbacks was not 
sufficient to cause resumption of idle U.S. production, the 
likelihood o~ such restraints being effective would be much 
greater. Boweve~, even under those circumstances, it could not 
be regarded as sure thing. As indicated earlier, producers 
outside of CIPEC and the o.s. have accounted for a substantial 
increase in copper production over the past five years and such 
increases are likely to continue. 

Given the uncertainties surrounding elasticity analysis and 
computation and the shortcomings of the models available, econometric 
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analysis can give no clearcut answer as to whether or not the 
export earnings of the CIPEC-4 would increase as a result of 
their imposition of production restraints. On econometric grounds 
alone, the possibility that increases in export revenues could 
result from such restraints cannot be ruled out. On the other 
band, the econometric evidence in support of a conclusion of 
increased revenues depends heavily on the questionable assumption 
that o.s. production will not increase and is marred by too 
short a time horizon. The apparent lack of enthusiasm for the 
CIPEC-4 counties for such restraints indicates that most of 
these countries do not believe that such benefits would occur. 

E. Feasibility of Negotiating Restraints 

The foregoing section on economic impact begs two major questions: 
Could such restraints be negotiated? If so, could they be effec­
tively implemented? 

Any o.s. effort to negotiate production restraints would meet 
strong initial resistance from the CIPEC -4 countries -- especially 
Chile. The economies of all four CIPEC "majors,• Chile, Peru, 
Zaire and Zambia, are characterized by serious external debt 
problems, depressed domestic demand, high unemployment, and 
internal budget deficits. This situation poses a major threat 
to stability in all four countries. Under these circumstances, 
they are likely to be extremely sensitive to any perceived o.s. in­
tervention in their economies -- no matter how altruistically 
packaged. The fact that acquiescence in a production restraint 
arrangement would (presumably) tend to result in reduced employment 
would only serve to heighten this sensitivity. 

In the interest of clarifying Chile's position (and because 
of rumors in the o.s. industry that this position had changed), 
USTR contacted the Chilean Embassy in Washington. The Chileans 
made it clear that their position has not changed. They remain 
opposed to restraints on copper production. Their written response 
on this point, which the Embassy indicated had been cleared 
with Santiago, is shown as Attachment II. 

USTR also received an unsolicited letter from the Secretary 
General of CIPEC (Attachment III), advising us that •from a 
CIPEC point of view such negotiations, which could be particularly 
directed against four of our members -- Chile, Peru, Zaire, 
and Zambia -- do not appear to be an appropriate remedy for 
the difficulties of the u.s. domestic copper industry.• This 
document has been ratified by CIPEC's Executive Committee as 
representing the views of the member countries of CIPEC. 

There is some evidence that several CIPEC members might be favorably 
disposed towards production restraint arrangments. Both Peru 
and Zambia have called for such cutbacks in the past and, more 
recently, the Philippines urged the U.S. to take an active role 
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in initiating production restraint negotiations. These countries 
tend to be the higher cost producers and, moreover, their production 
bas declined in recent years. They.would more than likely feel 
that an •equitable• allocation of production cuts would entail 
significant cuts by Chile and maintenance of the status quo 
on their part. However, given the firm attitude of Chile on 
this question, its dominant position in the market, and the 
mutual suspicion of other foreign producers, it seems unlikely 
that the o.s. could successfully negotiate such restraint arrange­
ments unless major enticements were offered (or pressures exerted) 
outside the copper area. 

Even if negotiations were successfully concluded, implementation 
would pose a major problem. Restraints on production or exports 
would be difficult to monitor and there would be no penalties 
for evading the rules. The failure of previous CIPEC efforts 
is instructive in this regard. 

Toward the end of 1974, as copper prices began to decline, CIPEC 
agreed to cut member country exports by 10 percent. This was 
followed rapidly by a decision to cut member country production 
by 15 percent. Production statistics for this time period indicate 
that none of the CIPEC countries complied fully with their joint 
decision. By November 1975, the Members agreed to end these 
fictional production cuts. Since that time, CIPEC as an organization 
ha~ not taken any serious steps to influence the copper market. 

CIPEC 1 s past failure to improve market stability has been attributed 
to a number of factors: 

--strong political differences among member countries, 
particularly in the aftermath of the coup in Chile in 
1973 which ousted Salvador Allende. These political 
differences were particularly acute between the Governments 
of Zambia and Chile, the two leading CIPEC members at 
the time; 

--CIPEC's organizational weakness; 

--High rates of production in many countries outside CIPEC; 
also, many mines in the u.s. and Canada were closed or 
operating at reduced capacity and were perceived as being 
in a position to fill any gap in production. 

--high inventory levels; 

--Producing countries were economically weak and dependent 
on copper for most of their foreign exchange earnings. 
Most CIPEC members'international currency reserves were 
very weak and most believed that cutbacks in production 
would hurt their export revenues significantly without 
generating large price increases. 
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In 1985, the CIPEC producers probably see few changes in the 
underlying market, economic, or political factors which were 
responsible in varying degrees for their failure 10 years ago. 
They still have major ~olitical differences. They only control 
a marginally greater sha~e of mine production; they believe 
supply and demand are fairly elastic in the medium to long term; 
they are worried about inroads by substitutes, particularly 
in the telecommunications industry; and most producers face 
precarious economic conditions, perhaps worse than in 1975. 



Table l 

~Prices, Demand and Supply, 1979-193•: United States and Warld 
Year 

------,-979----1980 1§81 1§12 1§83 --,;g;r--

Prices (¢/lb. catb::de) 
Domestic Delivered 92.20 101.31 14.21 72.10 76.,3 66.0 
LME (High Grade) 

Camunptian (1000 mt) 
90.07 99.2, 79.00 67.111 72.13 63.0 

United States 2'432 217' 227& 1760 2020 2100 
Wcrld 10338 99.54 10065 93lflf 9625 101&0 

Pnadu::tian (1000 mt) 
U.S.· Refined 2013 1726 203& 169, 1.S&3 1,30 

- Mined 1447 1181 l.~38 1147 1038 10.50 
W«ld ~Refined 9020 9103 9441 9224 944.5 94.50 

- Mined 7690 7739 8191 8072 8044 8200 
St.odes (1000 mt) 

Unitec States 2.52 314 48.5 696 692 .5.50 
(weeks consumption) (.5.4) (7 . .5) ( l L l) (20.6) (17. &) (13.6) 
~'orld 113:: l 04Ci 1116 1.597 1667 1223 
(weeks consumption) o. 7) (.5.4) (.5.8) ( 8. 9) (9.0) ( 6. 2) 

U ..S. Imports Cl 000 mt) 
Total 289 .5 .54 438 .513 6.54 .540 
From Chile 116 127 138 233 292 138 

M.i.ae Capac ty Cl ooo mt) 
United States 1840 l 83.5 1730 17.50 1780 1760 
(Operating Rate) (78%) (64~) (89%) (6,%) (.58%) (60%) 
Resto! ~:orlc 789~ 8215 779: 7990 8.510 8.560 
(Operating Rate) (79%) (79%) ( 8.5%) ( 8.5%) (82%) (!3%) 

------- ------- ------- ------ ·-------------------
ei;.stimatec 

' . Sotrce: U.S. Bureau of Mmes 



Table 2 

Cash production costs for major producing U.S. copper minesl 

Production costs 
$/lb Cu 

Mine op cost 
Mill - Float op. cost 
Mill - leach op. cost 
Smet t/Refine/Trans-

portation 
Taxes3 

Total cost 
Byproduct credits 

Cash Cost4 

Production 5, 
lOOOmt Cu 

1981 1982 

--$0.32 $0.26 
.27 .24 
.08 .09 

.28 • 28 

.03 .03 

---:-98- .90 
(. 19) (.13) 

• 79 .77 

l t 238 897 

1983 1984 Long Run2 

----$0.22 $0.20 $0.26 
.24 .23 .22 
.07 .07 .0.5 

.26 .24 .24 

.03 .02 .03 

- .82 .76 .80 
.13) ( .11) (.11) 

.69 .6.5 .69 

932 l , 002e 1 , 364 

e - estimated-------cr~s~-Bureau of M1ne5;"";Q1nerals-Ava1lability ___ _ 

1 Includes 16 mines most of which were producing from 1981-1984. However, capacities 
for many of the mines were greatly reduced from 1982-1984. Costs are in current 
dollars for 1981-84; in constant 1984 dollars for long run estimates. 

2 Long run costs include depreciation allowances to sustain production. 

3 Property and severance taxes and royalties, if applicable. 

4 Includes all cash costs of production and credit for byproducts but excludes 
depredation and prof it (except long run column). Costs are in actual dollars for 
each year shown . 

.5 Based on the production of the 16 mines analyzed. "Long Run" production is estimated 
full capacity level. 



Table ~ 

Estimated c:apadty leYels and rc:sc:n"eS for selected U.S. CX1ppCf' mines by 193• c:ostsl 

Inaemental 
Capacity Cumulative Ore Reserves 

Cost Range2 1000 MT/Yr Capacity 1000 MT Metat3 

Less than $0.60 273 273 lf,IO, 
0.60 - 0.6.5 2&4 ,,7 6,236 
0.'6- 0.70 (fl6 973 ll,17.5 
0.71 - 0.7.5 73 1.046 1,,24 
0.16 • O.!O l,046 
O.!l • 0.!.5 2.58 1,304 6,493 
0.&6. 0.9: 1,304 
0.91 ·· 1.0S 6S 1,364 lt69 

Tota! 1, 364 30,703 

O:S.&ureau-oTMines~MTnerais Avii1a6llity -- _ ... __________________ -- --------- -

l&sed on 16 mines. 

2tncludes all c:osts of production and credit for byproducts 
but does not include depreciation and profit. Costs are in 
constant 1984 dollars. 

3 Recoverable coppe~ 



Australia 
Canada 
Chile 
Indonesia 
Mexico 
Papua New Guinea 
Peru 
Philippines 
South Africa 
United States 
Zaire 
Zambia 
Other MEC's 

Total MEC's 1/ 

CPE's 2/ 

World Total 

e/ Estimated 

1979 

238 
636 

1,063 
60 

107 
171 
391 
298 
191 

1,447 
430 
588 
527 

6, 147 

1,544 

7,691 

TABLE 4 
COPPER MINE PRODUCTION 

(Metal content, 1,000 metric tons) 

1980 

244 
716 

1,068 
59 

175 
147 
367 
305 
201 

1,181 
540 
596 
507 

6' 106 

1,633 

7,739 

1981 

231 
691 

1,081 
63 

231 
165 
342 
302 
209 

1,538 
555 
588 
549 

6, 545 

1,646 

8, 191 

Year 

1982 

245 
612 

1,241 
78 

239 
170 
369 
292 
189 

1,147 
519 
567 
620 

6,288 

1,784 

8,072 

1983 

256 
625 

1,257 
79 

250 
183 
322 
273 
220 

1,038 
535 
563 
639 

6,240 

1,833 

8,073 

1984 !_f 

250 
712 

1,300 
64 

178 
164 
370 
220 
202 

1,087 
525 
540 
692 

6,304 

1,960 

8,264 

l/ Market Economy Countries includes Yugoslavia. 
21 Centrally Planned Economies, includes the East European countries, 

USSR, China, Mongolia, Cuba, Congo Brazzaville, and North Korea. 
Production data for these countries is sketchy and with exception 
of Poland and China, they rarely trade in the world market. 

Source: U.S. Bureau of Mines 



Table 5 

Estimated annual copper production ca.sh costs, production and demonstrated 
reserves for operating mines in selected countries with cash 
costs less than and greater than $0.70 per poundl (1000 MT) 

Average Production2 Reserves, recoverable copper 
costs all greater greater 
production Jess than than less than than 
$/lb. so. 70/lb. $0.70/lb. $0. 70/lb. $ o. 70/lb. 

Country 

Australia .63 ---w 22 .S,206 227 

Canada • 91 163 419 2,407 5,007 

Chile • .50 1,129 30 61,22.5 194 

Philippines .85 142 2.54 2,209 .5,202 

Zaire .35 .56.5 3.5 1.5, 4.52 1,379 

Zambia .70 .581 119 14,270 3,048 

Total 2,761 879 100,769 1.5,0.57 

slireau ·of ~"ffnes, r.J1neraE A vaiTa5i11ii.-fTfi/8f--------------------------------- -

lcosts are in 1984 dollars and include all cash costs of production and credit for byproducts, but 
. do not include depreciation or profit. Estimates are derived from 1981 data. Reserves have been 

updated to 1984 by subtracting production at full capacity since 1981. Some of these mines have 
since closed. however, current produciton and reserve information are not available. 

2Assumes full production level at indicated cost. 



Table 6 

Estimated amua.l copper production breakeven costs, production and 
demonstrated reserves for operating mines in selected countries 

with production costs less than and greater than $0.70 per poundl (1000 MT) 

Average Production2 Reserves, recoverable copper 
costs all greater greater 
production less than than less than than 
$/lb. $0. 70/lb. $0. 70/lb. $0. 70/lb. s o. 70/lb. 

Country 

Australia .6~ 163 40-- 4,869 .564 

Canada 1.00 154 428 2,365 .5,049 

Chile . .54 1,015 144 .57, 945 3,474 

Philippines • 94 .71 32.5 752 6,659 

Zaire .40 565 3.5 1.5, 452 1,379 

Zambia .75 353 347 6,961 10,3.57 

Total 2,321 1,319 88,344 27 ,482 

aureauof MTnes~"Mrnera1sXvafiafiTITti,-fTft1s-.r--------------------------------

Icosts are in 1984 dollars and indude all cash costs of production, depreciation, 
and credit for byproducts, but not profit. (Costs are at breakeven level - 0 pct ROR -and 
provide for recovery of capital but not profit). Estimates are derived from 1981 data. Reserves 
have been updated to l 98lf by subtracting production at full capacity since 1981. Some of these 
mines have since dosed, however, current production and reserve information are not available. 

2Assumes full production level at indicated cost. 



Tlllble i 

Employment of Mine, Mill a.nd office workers in U.S. Capper Industry 

State Average Average Average lanuary-3\.1'\e 
1979 19&3 19&4 

Arizona 17,209 1,31, 7,19, 
Idaho 31 ,2 33 
Montana 1, 278 612 72 
Nevada "11 2' 2, 
New Mexico 2,1133 1,0,3 1,lfl2 
Tennessee •91 921 9'i6 
Utah .5,&88 3,.533 3,221 

Tota! 27. 713 14,690 13, 333 

Employment at copper smelters anc refineries averaged 9,700 workers in 198.3; data 
for 1984 are not yet available. Total employment in the copper producing industry 
has declined since 1981, when 44.600 were employed, to 31,IOOin 19&2, and 24,400 in 
1983. Although data for the seconc half of 1984 are not yet available, we estimate 
that total employment is now below 23,000. In other words, employment in the U.S. 
copper producing industry ahs fallen a little more than .50 percent in the last three­
year period. Ariz.ona. where several mines have shut down over the past three years, 
Montana. where the Berkeley Pit dosed la.st year, and Utah, where production at the 
Bingham Canyon Mine was cut by twcrthirds in July, have suffered the greatest loss 
of jobs. 
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~!:.t: CHD Cl.C'~ ·--~~- f'.:'STP.:"\..-E 1,1E...:TS. l A 'r CFrS. ASD Pl<C'DUCTIC'S DECREASES: U"lH:O S1 .-, TES 

JU'iE • JU':.!....!lli 

•"' COPPf.R 

.._. .. co...e. Co;:i~· Cc. 

[)c ••••••••••••••••••••••• 

l.-.spi•atto•. 
C.C.....icllc:tlf:C: 
C.0;>::>«"• c..c. 

t-'~·.t"C:t L..a•e~"<>•«' 
Mir•o, Inc. 

Al.1A). lro< .•• lJ·,.1«'C: 
su1u Mn&! 
Rdin•"' C.O. 

E.u1 ~rl.ttlf'~ J:'!I "": 
ce1'\e~ .... !f41tc!'. &..1~1~. ''~. 

CopP"r rtfi"«'t)' 11nd 
rod mill, 
S.lt1ft'lorc, MO. 

AniC>""I U.l.t'fl, 
f.mplo•~$ A11Klf:C! 

5.,,., co .. re hcili1)·; 10= 
""'·j;:lo~en ai&1f'lfC \0 
c IC')r o::iwn hcdity; 
)O:i "'orl.rrr. l.tid off 
llnCe_ l.\l'llol&f)·. 

~tf1t1Cry closiri'; 17' 
... o•iift s laid cu by 
mid·July. Rod mill 
rtft'l11nin' OPf:n At 
rrd..ced cap.c:ny. 

Sllut down iu Nevada 
J.l1nu o; .. ,,.o'\; about 
11' tmploytts l•id oU. 

--AUCUST • StPT'EM&ER J'13 

J"'t )~. Temper.try • 

~lo. •••• do .••.••. 

,.,,,,. J. 'month,. 

"'1010 

Anetof'ICI M1t1er•h f'..,.,;>lc-~ tC 
1,1,0 ""Ofktta 1r. &.::tt 3 
years •io. M.ain p11 cl:-ore 
m1d·J9U. 

R.tct'nth· moderninc 
110,DC~·tpy c:ontlnul.'u) 
can rod mill opetai.nt a1 
rt'ducccs ou1pu1 10 mt'i:l 
cuuo~r 0tmMd. 

Thc COITlptny hu l>te,, .., .. ,. 
tuccusful in ot11un1nf 
tf'IOU£h C'OPPf:F ('OnCl:,,lrl\t 
tup;>hH tor Jl'Tlcltint. 

J.a,c: c:H 21) •orktrs 

~ •"'~" o! a l•ci< of 
cc:;:~' concef'llt.tte 
fc~ 1l>t srnel1'r. 

August. Jndd1l'litc. Efforn •re continuinr 10 
obt;iin m.ttcrial \r\til 
:knuary, "-"hen a Ou,· a! 
Corp. contr•ct to lu;:>;:-1) 
l!'lspiration 'Vith 1 
&ubst1n1i1l arnoU"lt of 
co,..centratt become> 
eUtc:t1we. 

~..:t">ol 
Cu~ C.:.tf'lee, Al. 

S'\1.11 d~""· U"IC:Strr•oll"ll! 
mint ani= \IU lcachmg 
ope:~ 110, •. l.a1c: o!! 
7}:, •O,lltrL 

~pbernbe:. • ••••••• 00 ••••••• About &.5 v.·orlcen rcrn•in 1~ 
c~r11e t~ in s11u luclu">£ 
oper1t1on anc: the ici.er.1. 
clt'ctro .. •inning pl•nt. 

~pt. .30, 
l'lJ. 

Pt•""·L">tr.ll) •t<dlJCCCS IJA"CO!'IC:.try copper 
proo.-ct10"1, )7~ .,..oraeo l•1CS oU. 

tndef mite. High ;n,,.tntorie$ of cc-;;~· 
a.nd Jov,. pricu wca c•tt: c 
rea1oon1 So: the t'f!o:a tt 
reduce cons. 

The ruulting curt.ailrne:"t "' No. 2 
JC:tAp purc:huts $houtc: not hawc • rr.aior 
eUcc:l °"the toerap matkt't. The 
f•cility will COtKt'ntr.att on &pec11!\y 
copper &rid p<Klous mt\.als rdirung. 

Drprtnt'd copper price.sand Nrplui 
copper c1te-C:. [Jt'("tro• i.nnini pl•nt 
will contil'I~ to oper1u. 

0pp,.hOf'I$ in UT. lvv>o..,,..,;.f:C: layolf of •OC t'mployll'f:l lf'ld 
tt'ChKl•CW'"· 1n pr0d..n1on of I) percent 
in U••. d~ to lo•· p1tcu. 

Abell! 2,,00 cl 'the- 7,)CY.l ,.,orlcetl 
t"rnployt'd by Kcnr.c-con in Feb. J '11 
...... c t>ecn I.aid oU. 

Phelps Oodft Corp. tJtc11oly11c copper rd1"''Y ahlll 
oo ... n U\~ftn11el7. 

~ cornp.ny\ EJ ~. TX, plant will 
proccn blistrr tl\•t "'f.! Pft•tcu1ly 
proccntd at 1.aurcl H.!l. 



C.O?P~i;. 

A,sl.lt CC lr.::or~~•a::. 

lr.Jriiratiol'I CO'\MlliC::.it'C 
c.c.,~, c~. 

!RO"\ ANO STUJ.. 
CF &I StH'I Corp. 

• 

HJS~~y Met.ah Cc. 
(1;.1!'.!IC•••r o! l.o.:n1&"\i 
l.tr>C: l.- tapior1t10"\ ~.l. 

Saca10,., Ml.,r, nu· C...W 
Grande, AZ. 

U1.tl\ Copper Oi•it,;o~ •• UT. 

S\l"\tik' Mine, 
C""rnw1, ,.Y. 

:lcil'lnstown, PA. 

Nol cs 

Al'\"10,mcre April sl\utdo..-n of opt>n pit mil'lt ~au~ of impo~t co""'""''tic-~ 
L"IC: lo• pr.C'u. $acaton r&nkecl 1'th in outp11t ll'l'long U.S. co;.-~r mil'lu m 
1''3. 

1.aiC: off'' "'orkus.. Onl1 2 o!) convcrurs arc operatint at smelter. 

Anno.1nced additional layoff of JOO -lll•U followin& :luu1ary &nl'IOUncrmrnt 
of •OO layoUs. The to\&I worldortt at the: Uu.11 Copper t>i•ision has been 
trimmd to •,100 cmplo7cu (from a peak o! 7,)00 in 1!11). 

$nut down blast Jurn.aca. Mine is reportedly bci"C &Jlowcd \o Jiood. Abo;.it 
12.5 .. orl.cr1 twl•c boe>C"n laicl oU since 1M mine clowd in :lwly J'10, and the 

<cmaini"C 1' arc C'z~tM \o k laid oU. 

AfVIOVnccd ihat c-h ptod\IC'tion op.!'rations will be shut Clown indefinite!)· in 
May "'itll prod.lc'tion to be atlihed to \he CtairtOl'I, PA, plant; 
JOO worker& will be laid off. 

Al'V'IOUl'IC't'cl April J ah\rldown of plant foUo"'il'I& a worlu:r •otc against a 
$.5-prr·ll- c:vt in •·a,rs and ~ncfiu. The plan1 currently ttmplon at>o111 
32' ,..orltrrs, "'itl'I a.nctnrr "O Ol'I f11lou&h.. 

Shut do ... ·n permanently • .300 "'orkcrs ,..ere l.tid off. H1.•ssey, a fabric.a tor o! 
Cc;:>;:>rr •"e brass Sor tn.e clrctricial, clcC'ironic:s, an<l .conuruction indut· 
1rie:~. o;>t•llcd in 11'lf: aru for 12' year1. Dcprcucd cond1tic1'1S in~ coprrr 
ind.:str y ,.err cited for the closure. 

Al'lnounccd plaru lo clo~ H1d1lro smelter for JI<""~' br[innin' in :lune 
for rcbu•ld1n' of its flash l"rn.cc. 

St111: clo,.·n firr rrfin'~ on accoul'lt of Ot'prcuco copper priers ane drc•eurc 
delT'.•riC: for f1tr•rcf1t>c:d copper. 

l\rdwcrd OtJ?f'wl cf its 200,00~tpy Opt>rations b1 2/) b~in,.,:nt il'I Julr. 
~ C'Vlbaci. \OQl< pl•cr after labor oUiciah rtfuw-d K'n°'cctl's ff"ql.l!'SI 

\o reopen ""1ou.at1ons ol'I a l·yur contriu;i ratifed in rnid·1'l3. 

AUGUST/SEPTEMBER 1984 
5-..,1 do..., open pit minr Au(- J,, idhn& 1bout 170 of 2"3 "'orl<rrs. ~ 
luctunt Jacihttu ,..;11 COl'ltinur to operate. U I~ copper ""''I.rt itnprowt>s 
by yo •rnC:, the miM couic: be ructiva1~ il'I :lan111ry. 

,...,.,ov.,c~ a IC""PO!&!y clo$:ni; c~ Ju 'l'l':itr Pinr Copper Ciwisiol'I, citing 
deprruc-d copprr pricu, imporu, and l&bor probltms. Thr 
p:•r.t ll'IC! f'QuipfTlel'lt will br l.e:pl on a st.andoy basis during the sh1.11do•·n. 
,.,.,,," P11\t' llaef JU wlarircl CfTlployru on lu ac:tiwc payroll proccn•"'l 
K•IP at the firm's !'It'•· clt'ctrolytic refinery. Union cmployftS ha•r ~" 
on nrikt 11cin<c AYI· I, J,U. 

OCTOBER/NOVEHBER 198~ 

l\JttiC!"i '.\1nt • 
Sah11ari1&. A:.. 

Allo:"I, Jl..: 

Laid off 170 •••iirrs ;,.. Oc1o~r, prompted I>)' tht contin::il'lt slum;;; ir. 
coppt'r pr ires. About 7U houri)' and 132 Mlarird C""?lo)'t'rl remain 
.. ·orlu1'1£ at the oprretion. 

$1\ul Clown J J0.1pd wcondar)' clt>ctrol11ic rrfinrry. Tht lo••,.,.,,;,., btt• rr,. 
Jcr1p and •dined cc:r,>:>er pricts was ciad as tt\f ruson for t!\r s~utdo•r.. 



_/COPPtJ:. 

A~&.i\CO Jncorporaud. 

>.SARCO Jncorporam:. 

$r.erbo.inw Mew Pr~. 
lnc. (si.Diid•&ry of 
a- Crow~, Inc.}. 

f1.;,1c \;&:Ir~ CC'~'~r Ce:i;. 
h·•"'•.c1••• cf 1't'll:mo""I~ , 
..,_:;,;..,t Cc'• .l. 

'>:ipp!"l Cc 
h.-~i:c .•• , c! 
O.i1c._...,.,., C>1 , 

F1nJa"'>::. 

Sihcr &ell o~ral10·., 
A:, &"ld H•)'dt~., 1-.:. 

Mau.ion Ul'lit, A"Z-

!>t>ertaurne, NY. 

"'"'"'" A'Z. 

AUCUST • S£PT£..,!tR J!l3 

AC"liO"I or E ""nt 

/ i'c1tz~ttd Silver Sell o;:ierttion, dfec:\iY~ 
O<:toboer I. Aben.it 1') houd~ workcn •·ill 
~ employt'<!, c:omp.art1~ ,.,ith 21.0 at 
clow11 in nu. 

Rc,Ul'ftt'd mine al'ld mill prodt.lt'tiorl at 
or Mar full COl'\centrate cap.acity tty J.ait 
August. '7) worhrs .,,,, rec&I~. 

l"f!RUM Y • MARCH IJH 

F11ll production b timtd to coil'>\: i~r 
.,ith tht c:ommiuion of ant"• l'\CO 
flash h11·n•ce in November at t!'>e 
Hayden smelter, ,.1-.ich ,..ill p:-::>cei~ 
concentrates. ftorn Silver &ell. 

Comp.an)"I a.l'fltlter al'ld elenro,.·inr.;~.t. 
pl&nt rernaln cl0totd. 2,,000 stpm c! 
co~ntr&te will bes.old to ~""co 
incorporated for smelting at 
Hayden, AZ. Capo.city ii l2~ m1pe. 

Pl&n~d to recall 70 wort.en ~innin& April 1. 

· of JO ooo-mtpy ~~cast ~r rod 1acility. T~ ecgan oper&taon • R. ,._bl --"" 1"'- , _ _. Cl pl&nt ,...ill be a rna;or tupplier of ro<I to orne _..... e .,.., o .... r onvcpen tftl 

... ire rnilb in tM are&. 

. had been clo1ed since April JU2, &her complt>\ic11 
Ru1..1r1cd .smrltrr, ":'hach. \M smeher's acid plarii. Other repain 
cl a SI rrull•o" re.-.1 ":.,-~~JtC:~Ao~tanclards h&vc ~en completed. 
ncccuary \O comp Y 

· · · c ,.·ith full production of 70,000 tpy of COPP't'' in. 
i'copcnl.l'lt opfl'I pn rr:::;. • J f'lf 37' workers were recalled. The rt>opcn1nt 
CO'>Ct'l'll•1te1 11_•?"<' in 11 ·h •·• , redwction fer hovrly worltcn for 
,..u ,,..~IS<- pouablc b» • S?-per· °"''. rand by int cancellation of a hi£h· 
thr 111 £ mor.thl of te!'lf'wed o;:>«:rauon' 
cost tel! s"'cllal'\[ c;onuact in January lU~. 

JU:~E/ JllLY 1981. 

Annour>Ccd pl1ns to build 1 £0,00C..tpy, S\att'-Of•tht'·&rt, continuou~s: 
co;;pcr roe "'ill, to br opcraticnal in hi ql.lllrter 1'U. Theo facility .. -ill~ 
1:>.:;11 b> So..lth .. ·irC' Cc. and wjJI employ the Scuth•,.irc continuoul rod S)'Sll'IT .. 
Alon{ wnt> prcd.,cin1 r~, the plani ... ill provi~ 1 complealy ini\'gr&tf'C:, 
h•[!"t-<;.,..Jny copper proc:usin' tacili1y. 

Af'>no.;r>ced plans 10 build a 30..million·pou•u:1-pcr-yur copper rod &l'ld 

"'"' rr.;11, to bt o;:><eraticnal lanuary 19!,. Tht> rnill'i production •·ill •t';:.:acl' 
imports from 0...1olrumpu Oy as well iu domestic purch1~1 of matcr i1 h for 
""•PPl.'rt'i ccpptt •cdra ... bulincu. 

~ .. ,., c~r11io" of 1~,..1oOlven1 ertt1cticn electrowinnini pl1nt, p•oduc1n{. 
co;>;>e• 11 abov1 h•lt the cou of morc ccl'lvt:fllic,.,•l copper proevc:inr 
rnrtl'IC>Cs; 2:. •o•iters are cmployt'C. The pl•fll has a prco ... ci1cr. C&P•Cll) cl 
1.),0~;, i;i,. 

AUCVST/SrPTCMBER 1984 
C.111n: M·"~• Ce. 
ltin•~c·. c! 
ke~onl. 

Cyp-vs !i.itd4d Co;i~r Cc. 
(lolt.>1o1d•ar• of Amoo:c · 
M1nf'rah Cc. el .Sunt&rC: 
011Co.,1ric:.11\1). 

Closint ccp~r '"'t:hff' from Sept. ' to Oct. ' to Ut in new, Can.tdia,,.. 
Clt'lilr.e< INCO flash fwrnace with the O¥eta!J lfnflter environtncn'l.l.l•contrcl 
.,.11em. 'Thc 11a1e-of.tht:-ar1 JNCO ayltem will impro .. c the operlli1'1£ floi­
biliry of the' smelter &r'(! tnett all t~ environrncnul co1\nrainu lmpoM"d en 
it. Toad cou of Cht> projcct is euirn.a led at Sl>O rniJJion, I/) of •'tlich h 
bei"& paid by t~ lafMl>t'te putner, Miuubishl. About 1/2 of th.It toe.I cost 
was "~d to acid to 0t .ilftpro¥t the polluti-Ol'llrol equiprncn_t and · 
f1cil1tiu. 

OCTOBER/NOVEMBER 1984 

Ruu,.,..cd minin£ and milling Ol>ttations ~o"'. 'at n ~rctnt cf CIPIC 11>. 
About )'0 emplo!"t't:S •tlurnt-d lo •·01k. The: mint had l>ecn clost>d sin{~ 
Febru•ry. 

lmpfernen1ec a l ;.pnccnt , .. •gt cut for all employcu at the operatic-.,,. 
m•Cl·Ono!:>t~; aeetd 2 utta sl'lifH per month; .tnd plannec to incrui.t 
proc ... 010,., frorr. l-',000 to 100,00C tons p11r 0.)'. OU'Yal's emplcyt'u 
h.i•t' b~tr. wc.rili1'l£ .,itho.111 ton1t•c1 sinct' Oc:L J, U.tl. 



C.OPPr~ 

AS'-~CC lncorpo'att:'.. 

Jr-.1p,,.,tiol'I COl'l).Olu::u~ 
C.Op;>c• Cc.. 

IRON N<lO STW. 

CF*1 Stul Corp. 

• 

Hi.!Hty Mtuh C.0. 
hi.!!:'!•'•••r o! l.o..,n1a'li 
~nd A· E.xpiot1110"1 C.C.l. 

S.cato"1 ~•'It, nu•~ 
Gra"<lc, AZ. 

lnspi~atio'I O;x-ratiO"lJ, A:. 

U~h Copper C>i•i~o!"., UT. 

S"'riw M1ric, 
C11emw-1, ,.Y. 

Fairlru 'orlu, PA. 

Notes 

AMoJncrd April sl'lutdo,.·n of Ope'n pit mi~ i>f.c:auW! of impo~t co..,,pu.1ic--, 
L"IC: lo• pru:u. Sacatori r&nlcrel J'th in output among U~. co;:-~• rninu m 
J'13. 

AMo.Jncf'd addition.J laroff of JOO -rlru1 follo•in& lanuary announcrmrnt 
of •DD JayoUs. Thr iow workforce at w Usall Cop~r Di•i•ion hu bnl'I 
trimlT>f'd to •,100 t'mployftS (from a pc.U: of 7,)00 ln J'11). 

Sl'lut dow11 blast furnans. Mine is rt'porlt'dly beil1£ aJlo•t'd to flood. AboJt 
12~ .. orJ.t'rs ha.t ~laid oU Iii.ct' OK' mine cJowd in luly JHD, and U~l' 

•Url\&inil1£ 1' arr capt"Ctf'd to k la.id oft. 

Afll'IOJftCrd wt c:-lrt procl~ion 0puation1 •ill be sllut down inddinltC'I)' il'I 
May with prodvction to k wht'd to~ Clairtoo, PA, plant; 
>OD •orlrC'U will be laid off. 

Amo..inC'l"d April J 11'1.ndo""n of plant foUo,,..in& a worker •Ott' against a 
$.).~r·l'I- an in •·agrs and bt'ndiu. Tht plant currt'ntly t'rnploys about 
32' workC'fl, with anol:ht'r .3'0 on l.rlouiti. 

S!'iut Clo .. ·n Pt'•mancntly. )OD workers"'"'" laid off. Hl:UC'y, a fabricator of 
co;>;>C't and brass for tM clC'Ctrici.tl, clrc1ronic:s. and .constrvctlon indus· 
trio, o;>e>r&1cd in the area for 126 years. Dcprcued conditions in~ co;>rl'r 
il'ld.:str y "'ere cited for the closure. 

Anl'>01oH''l<:tC: pla1'1s to cloiie H1dalro stn1:ht'r for 14 ... ~, bc[il'lnin' in June 
101 rtbu.tdrnl> of iu fluh furnaa. 

---

AUGUST/SEPTEMBER 1984 
S""'' do..., open pit minr Aul· I,, idlin' about 170 of 10 ... orl<C'•L ~ 
kacl'\•nr. facih11cs "'ill c:oritmuc to oe:>eratc. If tnr copper rnari.1:1 imp•o•cs 
br yu•rl'lr!, the rninr co...ld be rcactivatt'd in lanuary. 

"""'°""''~a tcmpo~uy clos!n1> o~ Ju 'll'hitc Pinc Copper Civhiol'I, citing 
d•P'"'~d copper prices, imporu, and labor probltrns. The 
p!ar.t l'ld f'Quiprncnt will be lccpt on a u.andoy basis during thr •"utdo•·n. 
"l'l'l•lf J>,~ ~d JU ,.Jaded crnploycu on ltJ active p.tyroll procen111; 
1erap 11 tt>t firm's,.,.,,.. tlC'ctrolytic refinery. Union C'mplor"s ha•t ~n 
on uriilt airicc Aui. 1, JHl. 

OCTOBER/NOVD1BER 1984 

~\isiJo~ '.tint. 
~h ... 1r1u. A'!. 

Alto"l, 11...: 

\..aid off no •orlicrs in Octo!:>t'r, prornpttd b)' the contin;ii!'ll> ''""'" ir. 
copper prices. About 716 l'lourly and 131 salaritd cm?IO)'t'C'l '",,...;,., 
•·ori..,nt at tl>t oprrtt;on. 

!ohut down IJO.tpd wconelar)' rlrctrolytic rdint't)'. Tl'lt> lo•·,,...,£;"' b~'"'"~'· 
s.erap and rdit>td co;>p-cr pricc1 was ci\Cd u tl'>t' reason Sort~ s~u1C:o1or .. 



1...losinp, ~) ol ls, cc. 

corpc.r;, Oece~be= 198~-Ja~~ary 1985 
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La id off I 00 v.·orkC'a on J;,nu:iry I); tot:il emplormcnt is ~o .... -,.. IC' t,:' '· 
from G,637 .. -orkcrs at the cnct of 19!1. The division \l.':IS o;ic-::it•:".f. :i: 
one-third cap:icily aher :i m:ijor l:\yoll in July 19£1

1. 

Shut do":n copper smelter indefinitely in l:ite December, citinr, thC' hi( 
of complyin& with Federal :ind St•tc iiir pollution si:ind.lrds, c'lcrire~~c- .. 
copper prices, and high opera ling expenses. Approxima1cly ll}C' wN;.c-· ~ 
were .r lec:ted; some were transferred to other comp<1ny oper.:i t 10!"1~, t- .. : 
most were laid ofl indefinitely. Closing of the "0,000 mtpy smelt<'' ". 
red~e the domestic operating ratt' to 1.l million metric: tons of CC';irr: . 

about n percent of total U.S. copper smelting capacity. 

Announced that its mines in the Ouc:l<town Duin will cene or>era11or.~ t-. 
end of 1'17 because they are no longer economical to operate. The 
ccmpl)ny ... m purchase sc:rap copper and sulfur to continue ch~miczil c;-~ 
tions. AbOtJt 900 employeH and 12,000 tpy cf copper production ca;i:H·.: 
will be affected by the closure. 

Annouriced a letter of intent leading to a joint opera tini; agreement lo' 
t"e I ad1acent properties. Under the proposed agreement, Kennecott 
... ·o..1ld receive 96 percent of the ore output from the joint venture. Its 
cintham Canyon open pit has been operating at about one third of it~ 
:zo:.oo:. tpy capacity since July. The Carr Forlc Mine has been clos!'C 
w'ce ?>;ovember 19!1. Conclusion of the agreement, which is subject ti;; 
ap;>roval b)' the U.S. Justice Department, reportedly could alter 
Kennecott's plans for a S400 million modernization program for the 
e:ni;ham ?it, allowing it to opt for a smaller but higher grade 
underground operation. 

Purch,ued the continuous-cut, copper-rod Hawthornt- mill from Amer i~ ;,· 
Telephont> and Telegraph Co. ihe ,0,000 tpy mill has been closed s111;r 
Ju:y but ... -ill be reopened in early 19!}. Magma is e•pected to furr"'" 
most of the co;:>per for the mill. The •cquisition moves Mai;ma clost>~ tv 
ma1or rod-consuming markeu, and wire and cable manufacturers, in tfit· 
M1d ... ·est and East. 
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Kennecott said that it had "no announcement'' regarding any production moves in the 
aftermath of the collapse of labor negotiation meetings. While a source confirmed 
that "we said the closure of Bingham Canyon was likely if talks were not "fruitful,11 

he added that the shutdown of Utah Copper Division is just "one of several 
alternatives." Utah is running at slightly under one-third of its 200,000-typ refine 
capacity. 

Phelps Dodge has announced a proposed equity sale of its Morenci, Arizona, 
operations to Sumitomo Corp, of Japan. 

Both partners is in the struggling Anamax Mining Co. continue to search for buyers 
for their shares in the copper and molybdenum mine more than five years after a 
consent order required one of the partners, Atlantic Richfield Co., to divest its .50 
percent ownership. 

Officials at both Arco and Amax Inc., the joint owners of Anamax, acknowledged 
they were continuing to look for buyers for the mine, but both admitted the search is 
unlikely to produce any prospective buyers in current market conditions. The mine. 
located at Twin Buttes. \~ontana. has been shut down since February 1983, although 
production of copper cathodes continues using existing stocks of copper oxide at the 
site. 

Echo Bay Mines (Canada) co!"lipleted its acquisition of Copper Range from Louisiana 
Land & Exploration on January 11, 1984. It is not known whc.t the new owner intends 
to do about the idled ·~'hite Pine, '-"ichigan, copper complex. A vice president of 
Echo Bay said. "We are going to look at the assets and talk to the employees. There 
might be a sale. we might lease out the refinery. However, anyone can read the 
hand·.writins on the wall -- at these prices we are not going to get the underground 
segment running again." · 

Standard Oil of Indiana announced that it plans to spin off the metals, industrial 
minerals. anc coal operations of its Amoco :~inerals subsidiary in a tax-free 
distribution of shares to Standard's stockholders. Cyprus Minerals, the new company. 
will be comprised of three divisions - metals, industrial minerals, and coal. Cyprus 
Bagda, Cyprus Pima, Cyprus Thompson Creek 1 and the Nothumberland gold mine in 
Nevada will fall under the new entity's metals divisions. Only the industrial minerals 
and coal sectors were profitable last year. Cyprus Bagdad increased output at its 
Bagdad, Arizona, mine to capacity -- 8.5,000 typ of contained copper -- at the end of 
1983. Cyprus Pima's copper mine at Pima, Arizona, halted mining on June 4, 1982, 
and milled the last of its stockpiled ore on October l of that year. It is expected to 
operate only as a swing mine. 

Pennzoil has announced that its Duval mining assets are for sale. 

Sources: Minerals and.Materials, U.S. Bureau of Mines 
{june/July 1983 - October/November 1984). 

American Metal Market 
(various issues Jan-Feb. 1984) 

Metal ~·eek 
(various issues Jan. 1984)) 



Position ~eaardinc Production ~estraint on Copper 

The Govern~ent o! Chile opposes restraints on the 
production of copper. We believe copper prices eseeed 
production costs, that is, production reJD&ins profit.able. 

The Governaent of Chile rejects in principle attempts to 
exercise aonopoly power to manipulate world supplies and 
prices of basic co=nodities. It is not in Chile's long 
terwi interest to en9a9e in such practices. 

Moreover, in reality, Chile would not benefit from attempt 
to manipulate world copper supply and prices throu9h 
production restraints it has been objectively demonstrated• 
that production cutbacks ever. by four major copper 
producers -Chile, Peru, Zambia and Zaire- would not benefit 
the~. Nor would such cutbacks by these countries 
~aterially benefits copper miners in the United States. 
World supply and de~and for copper is relatively elastic. 
In these circwnstances, the i~pact of production cutbacks 
on copper prices would be too small to compensate copper 
producers for the loss of revenue fro~ lower production. 

Thus for reasons of aound qoverronent policies and because 
c! tte realities o! the market, Chile maintains its fir~ 
opposition to restrictions or. copper production. 

•see •would CIPEC Nations benefit from production 
cutbacks?• paper by Robert s. Pindyck (Professor of Applied 
Zcono~ics, Massachusetts Institute of Technoloqy), Auqust 
7, 1984, for the D.S. Government Intera9ency Task Poree on 
Copper. Pindyek demonstrates a 15 percent production 
cutback by Chile, Peru, Zambia and Zaire would raise world 
copper prices only.three percent but cause a 13 percent 
drop in their gross revenue6. 



CIPEC 

llr. D. Ph:iZ'Lips 
lJ.S.T.R. 
600. 17th Street 1e·.•·. 
M:zshinatcm DC 2050(' 
l/.S.J. •• 

De.ar H:r. PhiZlips. 

Paris. 11th Janua:r~ 195t 

1 a.-. Z..Titir.? ae a cor.se:;-... er.::.: c.'" !JOUr te'i.ephcme cor.versatior. LJith '":" coZ'i.eap: • .­
Feter Parkir.sor. or. JE:;: Z,ecel";°:x~· ae-., z.ir.er. yo~ aiscitssed tr.£ renez.>e.i ac:i;.<:.:. 
or th{ Ir.terooer.c;; 1aE ;: For::; c..-: copper PT'Ofl'IPtei bu sectior. 247 o.r the 'JJ>C:i.­
a°r.C. 'Iarif'f Ac: p:sse.:: c:- Cor.Fr~ss i~· October. 198~. w That ur9ed th"'e Preside~:: 
to negotiate volur.:ar~ res:n:ir.: aFreemer.ts z..~th the major coppe1'-ezpor:ir.;. 
cour.:riee. ; und.ernar.:i tr..::: !'O:.tr 1asY. Force is carrying out a mo.J'or re vie:.· 
o.'" tr.i' i.;.s. copper iridus:r:- tc er.::tZE you to decide whether or not to recommc1::3 
si.ccr. c vo'i.u":t~:-:- cp;r:;:::·;., c··.: tr.:: !'C:..r wr:.: is expected to be completed r:· 
th£ er.i o; Jar.~r:- JBtt. 

Frcr-. c. CI?E: pc~"=: c . .r vie:.." e~:-:. YlEF~tia:ior:s, z.>hich could be p:zrticuZarZ: .. 
directed agair.e: fo;.r:" c.r o:..:"' l"le~berr- - Chi le, Fe1"14, Zaire and Zambic - cir r.c 
appe:::r to be ar. appropr-:.CH rer-:E.i:- for the difficultieE of tne U.S. aomeE:ic 
cop;-cr ir.dketr:-. i.'e r.cv.c sc: o;..: o"'r .reasor.e 11 supported. ir. per.en:Z t:- p .. :.:isi . .:..:· 
stc:tietice 11 ir. the a:ta::'r.e:i coc;"r:e•::. J hope th=t 110;.. ar..d 11our crour- i......:zz 
fir.:5. it useful. 1."' ye:.. r.ee.i ar.!- further ezpfor..atic7;.. 11 pleas; contact. eitr.n· 
m:.Jse~1 or ~r. Parkir.sor.. 

1 aucceeded Edie.rd.a Llosa, &JhO"': you met i.n Washinfl'tcm i.n. Apr-;z. 198~ 11 as 
Secretary-Gene ro l of CIPEC at the begi.mzing of 198f;. 

!ours sincerely. 

Enc:. 


