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Introduction

Concern for some aspect of their
strategic-mineral supply has been an in-
termittent worry of the industrialized
states for much of this century. The pur-
pose of this paper will be to assess the
likely implications for Canada of the
current wave of uneasiness regarding
strategic minerals, especially in respect
of the possibility that such worry might
get translated into policies on the part of
Canada’s trading partners that might
have an impact, positive or otherwise,
on Canadian mineral production. Al-
though Canada itself does have signifi-
cant import interests that are not
substantially different from those of
other developed countries, it is primari-
ly the export side of Canadian strategic-
mineral developments that will merit at-
tention in these pages. On the one hand,
it may be that Canadian mineral supply
might come to take on a “‘political value
added” dueto the perception of Canada
as a stable, reliable source of supply in
world marked by increased instability
and chaos.! On the other hand, it is
possible that in some instances Canada
might be adversely affected should ner-
vous consumers, above all the United
States, begin to adopt mineral-sourcing
strategies that, inadvertently, redound
to the detriment of Canadian export in-
terests: among the most widely discus-
sed possibilities in this context, of
course, has been the seabed-mining
question, but as we shall see, other
‘“vulnerability-reducing” options po-
tentially open to the US and fellow
OECD members could have a backlash
on Canada.

The contemporary meaning
and nature of vulnerability

Because of its relevance to any basic
understanding of strategic-minerals
questions, the concept of ‘“vulnerabili-
ty”” warrants a brief discussion here. It is
a staple of minerals analysis to regard
vulnerability as being qualitatively dif-
ferent from the far less serious condition

we call “dependence”. To treat the two
synonymously is not only fallacious; it
is counterproductive, if what one in-
tends to do is contribute to rational
policy debate. Few would quarrel with
the above conclusion. Indeed, Bruce
Russett has recently summed up the ma-
jor reasons for not letting a concern
about import-dependence boil over into
a conclusion that only forcible access
will provide guarantees for the con-
tinued provision of raw-material sup-
ply; and in his argument (to which I
shall presently return) he draws upon
the well-discussed distinction, devel-
oped by Robert Keohane and Joseph
Nye, between “sensitivity’’ and ‘“‘vulner-
ability” interdependence.> However
laudable, not to say vital, is Russett’s
declared objective of attaining rigor in
policy analysis, it is far from easy to
achieve conceptual clarity, even in
regard to such highly important terms as
dependence and vulnerability. Take for
example the Keohane/Nye distinction:
if the differentiation is to have any use
whatsoever, it is precisely because it per-
mits us to gauge the relative efficacy of
measures designed reduce the adverse
costs imposed from without that we as-
sociate with the negative aspects of in-
terdependence. As the authors phraseit,

“in terms of the costs of
dependence, sensivity means lia-
bility to costly effects imposed
from outside before policies are
altered to try to change the situa-
tion. Vulnerability can be defined
as an actor’s liability to suffer
costs imposed by external events
even after policies have been
altered?’?

The problem with the terminology
available to the mineral-analysis com-
munity is not, as is sometimes argued,
that interdependence cannot logical-
ly mean anything other than vulnera-
bility interdependence, although those
who make such claims (for instance
David Baldwin or Kenneth Waltz) are
not without support for their argu-
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ments. The problem is rather that
vulnerability has commonly come to be
used in a way that denudes it of the
static qualities that apparently give it
the meaning it is supposed to have, if, to
repeat, it is to be distinguished from
dependence. States, according to this
view, are truly only vulnerable if they
lack policy options that can mitigate the
costly effects of their dependence upon
other states; if they have such options,
they are at worst sensitive to the imposi-
tion of short-term costs generated be-
yond their borders, by forces over

- which, for the moment, they have little
control.

One logical implication, then, of a
strict interpretation of vulnerability
along the lines of, say, Keohane and
Nye, is that it becomes almost a con-
tradiction in terms to speak of strategies
for reducing or mitigating vulnerability;
for as we have seen, the truly vulnerable
are precisely those luckless states that
suffer what they must at the hands of
countries and forces more powerful
than they. It quickly becomes clear what
is wrong, for the purposes of minerals
analysis, with such a construe: in at-
tempting to render more flexible our
language, so as to answer the very com-
pelling need for concepts that will en-
able us, as Bruce Russett and others
argue, to make the kinds of distinctions
we need between one’s levels of imports
— in and of themselves suggestive of
nothing necessarily more noteworthy
than convenience — and one’s inability
to achieve any freedom of maneuver vis-
a-vis international minerals markets, we
run the risk of impoverishing our vo-
cabulary. Ironically, though we take
notice of those authors, such as Baldwin
or Waltz, who would have us discard the
notion that there could be something
labeled “sensitivity interdependence”,’
we might rather pay some heed to a call
for the abolition of the concept “vulner-
ability interdependence”, for insofar as
raw-material supply is concerned, the
reality is how little most industrialized
states really are at the mercy of minerals
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forces beyond their control. We are all, it
seems, able to avoid the pains of genuine
vulnerability, at least when it comes to
our mineral imports, though as we shall
see below, this is not a universally ac-
cepted contention.

Why, then, is such frequent resort
made to the notion of vulnerability in
attempting to describe and explain con-
temporary minerals postures and poli-
cies of so many Western consuming
countries? The short answer is that it
seems to be necessary, and nothing bet-
ter has suggested itself than this some-
what misleading term. And this is so
because such heavy use is made of that
other term, “dependence’”, when refer-
ring to the net import reliance of any
given country.” All this is more than a
little reminiscent of the famous Abbott
and Costello skit, “Who’s on First?”,
for what we have been engaged in is a
confusing series of conceptual displace-
ments, a linguistic Gresham’s law, with
perfectly good terminology being
bumped aside by newer, but imperfect,
usages. Consider the reasonably cogent
attempt made several years ago by
James Caporaso to draw a line between
dependence and dependency: while the
latter term was held to connote nothing
so much as the ‘“absence of actor
autonomy”’, the former was considered
to be subject to structural specification.
What Caporaso’s analysis showed him
was that import dependence involved a
combination of the following characte-
ristics: essentiality of the good in ques-
tion; concentration of its supply; and
the substitution, conservation, or diver-
sification options available to the con-
sumer of the good.®

Now compare this set of conditions
with that drawn up by two prominent
minerals economists, Hans Landsberg
and John Tilton, who take pains to
develop a sharp differentiation between
import dependence and vulnerability. It
may be, they argue, that the former is a
necessary condition of the latter; but it
isnot a sufficient one. Among other fac-
tors relevant to a determination of

vulnerability are: the identity of ex-
porters; the diversification prospects of
importers; domestic production possi-
bilities; opportunities for substitution
and conservation; the essentiality of the
imported commodity; and the presence
of stockpiles.” Though their index con-
tains a few more items than Caporaso’s,
it is apparent that what the two
economists mean when they employ the
term vulnerability is nothing other than
what the political scientist intends by
the world dependence.

As a political scientist who has a
tolerable respect for the sharp edge of
Ockham’s razor, it might seem odd that
I am advocating employing the econo-
mists’ category of vulnerability. I do so
as a concession to practice; for the reali-
ty is that, to the majority of minerals
analysts, vulnerability has become since
the mid 1970s a virtually irreplaceable
concept; while dependence has come to
take on the connotation formerly as-
sociated with levels of imports (or, net
import reliance). By now such copious
reference has been made to the hazards
of “import vulnerability”, and the need
for policies capable of reducing, miti-
gating, or even eliminating it, that it
would be senseless to insist upon the
synonymous usage of vulnerability and
dependence, at least for the purposes of
this essay on minerals. But to make the
distinction between dependence and
vulnerability is only to take the first step
along the path of exploration of poten-
tial risk to importing countries’ supply.
We must now move to an examination of
the contemporary nature of vulnera-
bility.

Those who analyze contemporary
questions of mineral vulnerability tend
to fall into one of two camps: one group
argues that to the extent industrialized
(and industrializing) states have cause
for concern about their future supplies
of industrial commodities, it is largely
due to economic considerations; the
other group holds that while economic
symptoms may indeed manifest
themselves in disturbed minerals
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markets, the underlying cause of supply
disruption in at least the short-term
future will be political in nature. I shall
address these two competing assess-
ments in turn.

The economic dimension
of vulnerability

The economic interpretation of
minerals vulnerability can itself take
two forms. There had been, through
much of the last decade, uneasiness on
the part of some analysts who con-
vinced themselves that the limits to
growth were not only apparent, but pro-
ximate — and this because of shortages
of raw materials in an absolute, physical
sense. I have indicated elsewhere what I
believed to be erroneous about such a
perspective, and shall not repeat myself
here.!® However, there is a more plausi-
ble economic argument that does
deserve some attention: it takes expres-
sion in the fear that future supply of
minerals will be jeopardized by a current
lack of investment in the global mining
sector.

This fear had a fairly wide currency in
the OECD countries during the latter
part of the previous decade, but has
abated in the past few years, due to the
combination of recession early in the
1980s and the persistence of glut in most
minerals markets down to the present
time. The concern that lack of invest-
ment might at some future date imperil
the West’s mineral supply, though
founded in part on a bleak reading of
recent minerals market trends, also owes
its existence to the belief that the less-
developed countries (LDCs), in flexing
their commodity ‘“muscles” over the
past two decades, and above all in pro-
scribing the freedom of maneuver of in-
ternational mineral-extraction enter-
prises, have put themselves in the
unhappy position of being unable to
develop their own resources at levels suf-
ficiently high to sustain anticipated
future world demand, yet at the same
time are either unwilling or unable to at-
tract the foreign investment they need
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for resource development. According to
this perspective, the LDCs are living off
the legacy of past, and efficient, control
of their mining sector by the foreign
multinational corporations (MNCs).
But eventually they will have to conduct
their own exploration and development,
and the worry is that for a variety of
reasons the task will prove too much for
them." Thus, according to some
writers, the most likely future cause of
mineral-supply disruption will be the
presumed current lack of investment in
prospecting and exploration, something
that is aggravated though not caused by
the current unfavourable investment
climate for minerals in general."

There is reason to dispute the above
assumption concerning the ability of
LDCs to sustain output in minerals, at
least if the recent record of Latin
American countries is any indication. In
the past decade or so mining enterprises
in this part of the Third World — and
not, it bears noting, only in those coun-
tries disposed to private-sector efforts
— show little sign of being unable to
generate increased levels of production;
to the extent that Latin countries will be
able to pick up any slack occasioned by
shifts in productive capacity away from
Africa, then the region appears in a
position to reassume the significance to
minerals markets it possessed during the
1930s, when it was a substantial mineral
province.”® Anyone familiar with recent
analyses of the supply side of “struc-
tural change” in the world mineral in-
dustry will be only too aware that the
problem with Latin America is hardly
one of underproduction.

Caution should also be exercised in
concluding that a shift in investment
away from LDCs, assuming this still to
be an accurate claim, must translate into
aloss of investment in the world mining
sector. Therecent hard times aside, there
seems to be little basis to the worry that
huge net losses in mineral investment
were taking place in the 1970s. What
seems to have been occurring during the
last decade, at least, was a relative dis-

placement of mining investment from
the LDCs to such ‘“‘developed market
economies” (DMEs) as Canada, Aus-
tralia, the Republic of South Africa,
and even the United States. Between the
start of the 1960s and the middle of the
1970s, for example, the LDC portion of
overall mineral-exploration investment
experienced a substantial decline in
relative terms, falling from 35 per cent
of the total for 1961—65 to 14 per cent
for 1971—75." Since ore grades tend to
be lower in the DMESs than in the LDCs,
it is alleged that the shift in mining ac-
tivity necessarily implies higher-cost
production in the future. This assump-
tion can only be sustained if it can be
shown that ore grade must always have a
determinative bearing on extraction
costs, a proposition that some mineral
economists find unpersuasive.
Whatever the relationship between ore
grade and extraction costs, there is, as
Phillip Crowson observes, “certainly no
clear tendency for costs to be lower in

less developed countries”.'

Some analysts go so far as to suggest
that the world has had too much ex-
ploration activity in recent years, and
that there are now more ore bodies
awaiting development than ever before.
As the example of nickel demonstrates,
fear of future shortage can serve as a
powerful stimulus to new exploration
efforts, culminating in the expansion of
global productive capacity and,
ultimately, depressed prices.!” If the
argument that world resources cannot
sustain future mineral demand is itself
not sustainable, neither, apparently, is
the argument that insufficient invest-
ment today must redound to the detri-
ment of consuming countries, if for no
other reason than that it is not clear
there is insufficient investment.'® It may
well turn out that the current optimism
about long-term mineral supply will
seem as ill-considered a decade from
now as the regnant pessimism of the ear-
ly 1970s appears today.”* We cannot
know. What we can state, however, is
that those who ponder the OECD mem-
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bers’ vulnerability to mineral-supply
disruption resort much more to political
than to economic explanations.

The political dimension of
vulnerability

The starkest, and to some, most appeal-
ing aspect of political vulnerability in
world minerals markets takes the form
of the “resource-war” hypothesis — an
argument that achieved some populari-

ty at the start of the 1980s, but that has

been flagging of late. In its heyday, the
resource war was widely seen to consist
in a two-pronged, and dual-motive,
Soviet effort to interfere with the West’s
supply of essential minerals. Prong one
was the oil supply of the Persian Gulf;
prong two the hard-rock minerals of
southern Africa, a region it became
fashionable to regard as the “Persian
Gulf” of nonfuel minerals. The motives
were as clear as the methods. The first
was the crippling of Western military
potential, and thus military prowess, by
an interdiction of the supply of those
minerals most needed by OECD econo-
mies. This was argued to be a credible
avenue to world supremacy for the So-
viets, one that would avoid the perils of
a direct military confrontation with the
West (although why acts of blatant eco-
nomic warfare should have been held to
be relatively risk-free was never ade-
quately explained by the resource-war
theorists).

The second motive — and this was an
argument pursued by many who read
geopolitical significance into recent
short-term shifts in patterns of Soviet
mineral trade — was linked to an
assumption that raw-material depletion
stalked even the mightily endowed
Soviet Union, and that faced with scarce
supplies of industrial minerals and
equally scarce amounts of foreign ex-
change, the Soviets would simply have
to rely on military force to secure access
to resources.”’ Though most often in-
voked to account for Soviet policy in the
Persian Gulf, and secondarily in
southern Africa, the resource war could
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and did serve as a handy device for
plumbing the materialist depths of
other aspects of Soviet foreign policy,
such as the invasion of Afghanistan.?

Although scarcely credible today,
statements such as the following had a
surface plausibility at the start of this
decade:

“The United States and its Free
World allies are in an undeclared
and, so far, bloodless ’resource
war’ with the Soviet Union — and
are in grave danger of losing that
war’ 2

The situation being parlous, called for
quick action, and among the necessary
corrective measures were an arms build-
up (especially the expansion of the US
Navy, so vitally needed to guard far-
flung “sea lines of communications”, or
SLOCs as they came to be called); the
abandonment of détente, the sooner the
better; and the construction of a newer
and closer relationship with the
Republic of South Africa, heralded by
many resource warriors as constituting
nothing less than the bulwark of the
material base of Western civilization.

“If South Africa is lost to the
West”, warned one proponent of
the resource war, “the next step
aimed at achieving the Soviet goal
of global domination could be a
disruption of oil supplies to the
West, attempts at Marxist take-
overs in Chile, Peru, and Brazil,
and the promotion of labour un-
rest through Communist-domi-
nated labour unions in Aus-
tralia?’ 2
Seldom has the right assimilated more
throughly the teachings of left-wing
foreign-policy analysts than during the
height of the resource war. What Lenin
had instructed an earlier generation of
students of foreign-policy behaviour,
and what more recent “radical revi-
sionist” analysts such as Harry Mag-
doff and Michael Tanzer have reiterated
— namely that capitalist economies

were impelled toward imperialism and
globalism in some important measure
because of their need to secure access to
raw materials — was now being trum-
peted, mutatis mutandis, by conser-
vative exponents of the resource war.*
Lose access to vital industrial minerals,
they cautioned, and the West will lose
economic and ultimately military power
vis-a-vis the Soviet Union, just as cer-
tainly as if it had been bested in military
struggle.

Ordinarily, one would not be terribly
surprised to encounter diminishing au-
diences for economic determinism of
the sort displayed by the resource-war
theorists. After all, Marxian and other
radical revisionists have not had an easy
time gaining widespread acceptance in
US foreign-policy circles. But while the
policy relevance of radical revisionism
might today remain minimal, what is
surprising when one contemplates the
fate of the resource-war perspective is
that it foundered in seas decidely
calmer, from an ideological point of
view, than those in which radical
theoretical vessels have come to ruin.
How is one to account for this?

In some measure, the recent tribula-
tions of the resource-war theorists have
been related, curiously, to the above-
mentioned ideological congeniality.
One of the most important, if madden-
ing, questions confronted by those who
try to understand and explain foreign
policy is the relative power of ‘“ideolo-
gy” versus ‘“‘interests’” as motivating
forces in statecraft.” I will not attempt
to resolve the conundrum here, for it
strikes me as the sort of puzzle that will
generate confusion for some time to
come, but I do introduce it to make a
point: that the opponents of détente
seized upon the presumed (and presum-
ably justifiable) need to defend material
interests as a primary explanation for
and focus of their extreme disquiet with
détente. Although no doubt some true
believers among the resource-war school
probably did ground their opposition to
détente entirely or largely in terms of an
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this altered marketing context has not
provided fertile soil for the resource-war
advocacy.

Further contributing to the woes of
the resource warriors has been the rather
successful effort made on the part of
numerous Sovietologists to debunk
their alarmist scenario of a Soviet
economic offensive. Now, it may well be
that in the Alice-in-Wonderland domain
that is the precinct of Kremlinologists,
ordinary canons of empirical scholar-
ship should never be invoked; never-
theless, until it can be demonstrated per-
suasively why we should abandon a
critical insistence upon at least some
confirming evidence of theses, we are
perhaps well-advised to observe what
Robert Legvold told a US Congression-
al subcommittee five years ago:

“simply no evidence exists sug-
gesting that Soviet leaders think
in terms of strangling the West by
denying it strategic nonfuel
minerals in peacetime]’ %
Although not in itself proof of
anything, such a statement does reflect
the position of the academy, and seems
to be consistent with the mineral-policy
community in Western Europe, where
the resource war never was taken very
seriously — not even in NATO head-
quarters, where one might have ex-
pected at least a glimmer of interest in
such an hypothesis.*

But if it cannot be shown that the
Soviet Union is embarked upon a con-
scious effort to deny Western industrial
societies access to raw materials, it
should not be concluded that it has no
interest in world mineral markets. The
Soviet Union has been and remains a
leading mineral producer, one that
derives a substantial proportion of its
foreign exchange from mineral ex-
ports.”” Though one of the most self-
sufficient countries, it is also a signifi-
cant importer of certain minerals,
notably barite, bauxite and alumina,
bismuth, cobalt, fluorspar, tin, and
tungsten.® To some observers, the
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Soviets are entering a ‘“transitional
period”, in which they move from a
position of self-sufficiency to one of in-
creasing import dependence, with the
implication being that they will be pro-
viding stiffer competition to Western
countries for scarce raw materials. Not
surprisingly, this possibility has been
heralded as an imminent probability by
resource-war analysts, who hoped to
demonstrate that the Soviets would seek
abroad what they could no longer pro-
duce at home.* Those who prefer an
alternative explanation for recent surges
in Soviet imports argue that price dif-
ferentials and not depletion have been
responsible for Soviet purchases in
world markets, where commodities can
often be had for a price less expensive
than the cost of domestic production.
Whatever the reasoning behind
Soviet mineral-import policy, overall
Soviet mineral planning continues to
envision maximum feasible self-suffici-
ency, and the USSR remains one of the
few countries capable of having and
realizing such a policy objective. But
whether they will “need” foreign
minerals more in the future than they
have in the past, the Soviets can be ex-
pected to try to avail themselves of op-
portunities to further their economic
and political interests wherever possible,
including the sensitive southern African
region, the focus of so much minerals
anxiety since the late 1970s. It is con-
ceivable, maybe likely, that Soviet
foreign policy interests of a non-mineral
nature will have an impact on mineral
developments in southern Africa and
elsewhere, but this hardly constitutes a
basis for assuming that the USSR has
launched a resource war: to infer from
Soviet activity in Africa the existence of
a resource-denial strategy is to commit
the fallacy of mistaking correlation and
consequence for motivation and cause.
This brings me to the final point
worth making in connection with the
demise of the resource-war thesis, and
also leads into an assessment of the
most likely contemporary cause of sup-

ply disruption. I refer, of course, to the
current situation in South Africa. Out-
side of the Republic of South Africa
itself, the resource-war hypothesis in its
fullest bloom never got anywhere the
reception that it got in some circles in
the United States, where it was dissemi-
nated by important foreign-policy lob-
bies such as the Committee on the Pres-
ent Danger and other conservative
groups.”’ It was even a theme in the
1980 campaign speeches of presidential
candidate Ronald Reagan, as well as
others associated with the Republican
campaign. One such person was Alex-
ander Haig Jr, who dramatically an-
nounced to a House subcommittee in
September 1980 that “the era of the
’resource war’ has arrived?” ¥

During this earlier period, it was com-
mon for resource warriors to speak of
southern Africa as the problematical
region, one that in many ways was simi-
lar to the Persian Gulf, in the sense of
being both mineral-rich and politically
volatile; it was what geopoliticians
would refer to as a classic “‘gray area” in
international politics.* During the
cobalt scare of the late 1970s, it was
Zaire that occasioned the most discom-
fort among minerals analysts; but the
discomfort was mitigated somewhat,
for the resource warriors at least, by the
solace of knowing that the root “cause”
of the West’s cobalt difficulties was,
ultimately, the source of all that was
wrong with the world, namely the Soviet
Union (abetted by its Cuban ally). To-
day, in the case of South Africa, we lack
the certitude of having a nefarious and
clearly identifiable foe at hand, and this
has worked to the detriment of the
resource-war advocacy.

It has worked to its detriment precise-
ly because the moral dimension of the
current struggle to dismantle the apart-
heid regime must make any government
— including and especially those head-
ed by Ronald Reagan and Margaret
Thatcher — draw back from what, just
a few years ago, was a logical implica-
tion of the resource-war argument. A
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half-dozen or so years ago, it was not
uncommon to encounter pleas for the
preservation of the southern African
status quo that were predicated upon
frank considerations of material in-
terest: certainly there were many in the
Republic of South Africa who focused
upon the presumed need of the Western
countries for South African minerals as
sufficient reason to believe that the
West, loathe though it might apartheid,
would simply be incapable of doing
anything about it. Either support us and
our institutions, ran the familiar argu-
ment, or bear the material consequences
that would attend the destruction of
that system, of which you in the West,
whether you like it or not, have been the
principal beneficaries.®

The resource war has not been able to
withstand the change in its theatre of
operation, for what the shift from the
broader southern African context (with
its ominous spectres of Soviet/Cuban
imperialism) to the narrower South
African one has done has been to expose
the moral dilemma that confronts states
with an interest in protecting their
material interests. The odious nature of
the current South African regime
renders it simply impossible for even its
least-hostile Western critics to give so
much as the appearance of buttressing
the status quo for the sake of mere
material interests. Instead of finding its
mineral custormers rallying, however
grudgingly, behind it in its struggle for
survival, Pretoria witnesses its trading
partners — sometimes noisily, some-
times not — exploring alternative
sources of supply for those raw
materials whose production and re-
serves South Africa dominates. Thus,
when president P W Botha publicly re-
minds Western states how vitally de-
pendent they are, for example, on the
Republic’s chromite, the effect of that
intended. Rather than cow them, such
not-so-veiled threats to withhold supply
impel Botha’s Western critics to con-
tinue doing what the more astute among
them have in any event been undertak-
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ing for some years, namely attempting
to reduce their vulnerability to disrup-
tion in mineral supply coming from
South Africa.

To return to a distinction introduced
at the start of this paper, it seems that
those resource warriors who imagined
that the West must be led into backing
South Africa on the basis of mineral
considerations committed the analytic-
al error of confusing dependence —
even near-total dependence — with
vulnerability. There is no reason to
dispute the obvious fact that, today,
South Africa accounts for an impressive
share of world production of certain
vital industrial minerals; furthermore, it
similarly possesses a significant propor-
tion of global reserves of these same
commodities. Taking just the most
“problematical” of the strategic non-
fuel minerals, it can be seen that South
Africa in 1984 produced roughly the
following percentage shares of world
output of: chromite, 32; manganese, 13;
platinum group metals (PGM), 41; and
vanadium, 40. Not only is South Africa
a leading producer of each of these
minerals, it also has the following
percentage share of world reserves of:
chromite, 84; manganese, 71; PGM, 81;
and vanadium, 47.%

Where the resource-war advocacy
made its most serious mistake was in
substituting an impassioned call for
securing access, with all that such a
dramatic policy might entail, for a more
sober contemplation of the means
available to Western states to reduce
their  collective and  individual
vulnerability. I shall presently review
some of these means, with a special em-
phasis on their potential implications
for Canadian export interests; but
before ending this section on the con-
temporary aspect of vulnerability, I
wish to emphasize that Western states
do have a legitimate worry about supply
disruption in at least a limited range of
strategic minerals, economic arguments
based on postulations of glut to the con-
trary notwithstanding. It is not given to

any of us to say what the future holds for
South Africa. Nevertheless, one can ad-
vance some reasoned speculation on the
likely causes of mineral-supply disrup-
tion associated with the current political
turmoil there. In dismissing the re-
source-war thesis as a credible explana-
tion, I do not wish to imply that there is
no potential supply problem that might,
with proper policy measures, be re-
medied, if only in part. To the contrary,
it strikes me that a prudent calculation
of supply-disruption prospects would
rate as eminently possible, if not im-
minently probable, any of a number of
scenarios. Some, for example, concen-
trate on the effect that sanctions (or
counter-sanctions), if rigorously ap-
plied, might have on mineral supply.*
Others, however, foresee disruptions oc-
curring not as a result of such deliberate
policy choices as sanctions, but rather as
an unintended consequence of height-
ened socio-politico chaos — chaos that
would have the same effect on South
African nonfuel-mineral production as
turbulence in Iran had on that country’s
oil production and exports several years
ago.

Political risk assessors, in their more
candid moments, will confess that theirs
is an exceedingly aleatory business. It is
true, as one text explains, that ‘“com-
parison of policies’ economic benefits
and costs is a critical element in policy-
making”. However, this same book goes
on to note that invariably, “measure-
ment of these costs rests heavily on a
subjective appraisal of risk and on
judgments as to how heavily should
weigh possible effects?” “ Henrik Ibsen
expressed part of the risk assessor’s
dilemma when in Hedda Gabler he had
one of his characters. Tesman, observe
“we know nothing of the future”. To this
another character, Lovborg, replied:
“No, but there is a thing or two to be
said about it all the same”.

The “science” of political risk assess-
ment, it is commonly conceded, has
limited predictive power. One cannot
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reasonably demand or realistically ex-
pect precise statements about the
unknowable — namely, the prospects
for future interruptions in the supply of
strategic minerals currently being pro-
duced in South Africa. This does not
amount to an abandonment of any and
all attempts to forecast probable
developments affecting international
minerals markets; it is simply to
acknowledge the reality that all such at-
tempts run the risk of verging upon
“vulgar” empiricism. Econometric
forecasting, which can give the super-
ficial appearance of predictive prowess,
can say nothing at all about the econom-
ic consequences of difficult-to-foresee
political factors. The most that one can
expect from political forecasting is that
it proceed on the basis of reasoned, or
reasonable, conjecture.

In the matter of the resource war, I
argued that the conjecture was neither
reasoned very well nor very reasonable.
The same charge should not be levelled
against assessments of risks associated
with the current unrest in South Africa,
and for that matter, other parts of the
southern African region. There is, in
both the Republic and the region,
enough evidence of recent political
turmoil to presage further instability. If
South Africa possessed few or no mine-
rals, then the raw-material implications
of its political upheaval would be nuga-
tory. But South Africa is not Northern
Ireland or Lebanon, and until the West
is able to mitigate its vulnerability to
supply disruptions associated with
South Africa, then it will come as a sur-
prise to no one that, for the last part of
the 1980s and perhaps into the next
decade, analysis of contemporary issues
in strategic minerals will largely take the
form of thinking about tha future of
South Africa.

South Africa represents far from the
first episode of politically induced
strategic-mineral concern in the West; it
is unlikely to be the last. In the
geopolitics of minerals, the only thing
that seems constant is the axiom, “Gray
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areas come, and gray areas go”. But
South Africa does constitute the
“crisis” of the moment. Let us, then, ex-
amine the potential implications for
Canadian export interests in nonfuel
minerals, in the increasingly likely event
that Western consuming states continue
their attempt to reduce their vulnerabili-
ty in respect of South African minerals.

The reduction of vulnerability
and its implications for Canadian
export interests

There are several options open to con-
suming countries seeking to mitigate
their vulnerability to disruptions in the
supply of their imported strategic
minerals. Five categories might be cited
as encapsulating the range of options
available to importers in the contem-
porary period of concern over minerals

sourced from South or southern Africa:

e stockpiling;

e import diversification;

e increased domestic production;
e substitution; and

® conservation.

In the pages below, I probe the degree to
which this range of choice could present
both challenges and opportunities to
Canadian mineral production and
exports.

As a major mineral exporter — and
the world’s leading exporter of nonfuel
minerals — Canada stands to be affect-
ed by vulnerability-reducing strategies
adopted by Western consuming states.
More than 10 per cent of the Canadian
GNP is accounted for by mineral pro-
duction (including fuels), which in 1985
totalled 45 G CAD. Of this amount,
some two-thirds was sold abroad, reflec-
ting the country’s high propensity to ex-
port. In 1985, more than 25 per cent of
Canadian merchandise-trade exports
consisted of crude and fabricated non-
fuel minerals. The United States takes
the lion’s share of Canada’s mineral ex-
ports, and was the market for 73 per cent
in 1985. That same year, Japan absorb-
ed 8 per cent, the EEC (excluding Bri-

tain) S per cent, and Britain 3 per cent of
Canadian mineral exports.*

In a world where politically induced
disruption worries seem to be on the in-
crease, Canada would appear to rank as
a most reliable source of supply. The
problems associated with mineral
development in much of the world seem
to be pleasantly absent from Canada: in
particular, there is no impending politi-
cal upheaval to curtail mineral produc-
tion and exportation, and foreign in-
vestors, despite some infrequent grumb-
ling, really are offered as hospitable an
environment in which to carry on devel-
opment as they are likely to find any-
where else. Nor is the changed political
climate merely a function of the
priorities of the Progressive Conser-
vative government that came to power
in September 1984; Canadian mineral
policy has undergone a minor revolu-
tion in the past decade, in recognition —
albeit somewhat belated recognition —
of shifting international realities in the
domain of minerals.

But old memories have a way of
lingering; and what is striking is that,
though the assumption of Canadian
reliability as a source of supply contains
much more truth than myth, there re-
mains a group of minerals analysts who
are somewhat dubious of the wisdom of
becoming more dependent upon Cana-
dian mineral supply. This has been par-
ticularly so in the case of uranium.*
But other instances of Canadian “unre-
liability” continue to surface from time
to time, with the effect of casting some
doubt upon presumptions that Cana-
dian-sourced minerals must, by dint of
their country of origin, have the kind of
“political value added” referred to
earlier in this paper.

For example, some British commo-
dities experts have expressed skepticism
about Canadian dependability, either
because of perceived labour militancy
or because they retain an outdated belief
that Canadian governments — at both
the provincial and federal levels — con-
tinue to regard the mining industry as a

23



natural adversary.”® One such expert
reminded me that the only genuine
minerals “crisis” Britain has experienc-
ed in the entire post-World War II years
occurred in 1969: the disruption of
Canadian nickel exports resulting from
a lengthy strike.”! Similar reference is
made in a recent widely publicized US
Congressional report on vulnerability,
where the claim is made that

“of the few significant interrup-
tions in US materials supply in the
past 30 — odd years. . . , the most
disruptive was probably the loss
of nickel from Canada during the
4-month nickel strike in 1969’ 52

Nor was nickel the sole commodity to be
identified in this context. Japan sought
and achieved a greater diversification of
its molybdenum supply as a result of
labour unrest at Canadian molybden-
um mines in 1979, which retarded pro-
duction.’® Sometimes it has been Cana-
dian foreign-policy aims, and not
labour militancy, that have stimulated
anxiety on the part of Canada’s custom-
ers; and in this context one thinks of the
effect that uranium-export policies had
on several European states and Japan
during the late 1970s.>* In some extreme
instances, there were even those (ex-
pecially in the United States) who came
by the end of the 1970s to look upon
Canada as an ideologically suspect
country, with all that this could entail
for those states dependent upon Cana-
dian mineral supply. According to this
narrowly held perspective,

“the developing minerals and
energy situation in Canadais such
that the reliability of traditionally
friendly Canada as a long-term
source of strategic minerals for
America must be questioned?’ %

To those who adopted this view, Cana-
dian participation in the uranium cartel,
and a mooted (by none other than
Prime Minister Trudeau himself) for-
mation of a nickel cartel in 1977, provid-
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ed disturbing evidence of an ominous
trend.*

Despite the undeniable evidence that
not all would or do regard Canada as a
quintessentially reliable source of sup-
ply, it remains the fact that most
minerals analysts do consider Canadian
supply to be, if not perfect, nearly as
“safe” as domestic supply, which itself
can be and often is subject to labour-
related disruptions. In respect of the
geopolitics of minerals, Canada re-
mains what it has been for some de-
cades: a valued producer and supplier of
a range of nonfuel minerals. Thus, to
determine whether Canadian export in-
terests can expect to derive benefit from
the contemporary vogue of uneasiness
over minerals availability requires us to
ask whether Canada can realistically be
able to step up its output of those
minerals whose supply is held to be in-
creasingly problematic. As we have seen,
it is primarily those minerals whose pro-
ductive capacity and reserves are con-
centrated in South (and, to a lesser
degree, southern) Africa that have lately
been occasioning the most concern in
nonfuel minerals markets. These may or
may not be the most “strategic”’
minerals, but they do tend to elicit the
most attention from import-dependent
states: chromium, manganese, the
platinum group metals (PGM),
vanadium, and — though this is less and
less a source of consternation — cobalt.

Not all consuming countries have
identical lists of minerals they worry
about. The United States, for example,
regards vanadium as a strategic mineral,
but has had no great concern about it,
since the country has until the recent
woes of both the US steel and uranium-
mining sectors, been nearly two-thirds
self-sufficient.”’ In addition to those
found in the ‘“core group” of prob-
lematic commodities, some other mine-
rals are variously cited by consuming
countries as being worthy of attention.
The Economic Directorate of NATO
has isolated the core group as well as the
following, in its research on the collec-

tive vulnerability of the Alliance: blue
asbestos, titanium, columbium/niobi-
um, tantalum, tin, tungsten, and an-
timony.® In its own study of group
vulnerability, the European Communi-
ty has listed the above (minus asbestos,
tin, and tungsten) but added phosphate
rock, molybdenum, and nickel.*® At the
start of the 1980s France considered
itself to have either a “very great” or
‘“great” vulnerability in respect of silver,
PGM, industrial diamonds, phosphate,
zirconium, titanium, cobalt, vanadium,
antimony, copper, manganese, molybd-
enum, and tungsten.%

Britain remains what it has been for
some time, import-dependent on a
broad range of minerals, but has
curiously not been as nervous about its
near-total reliance in some minerals
upon South Africa as some think it
should be, though it did undertake a
modest stockpiling effort a few years
ago in cobalt, chromium, manganese,
and vanadium.® On the other hand,
part of the Thatcher government’s re-
sistance to the imposition of economic
sanctions is probably related to the
country’s substantial dependence upon
South African chromium, PGM, and
manganese; for although it only con-
ducts 1.2 per cent of its total foreign
trade with South Africa, Britain does
get nearly 90 per cent of its chromium,
60 per cent of its PGM, and 55 per cent
of its manganese from the Republic.%

For its part, West Germany had con-
templated stockpiling in the wake of the
nonfuel-minerals scare of the late 1970s,
but abandoned this effort in November
1980. The German stockpile was intend-
ed to contain chromium, manganese,
cobalt, vanadium, and blue asbestos
(crocidilite) — although in the case of
the last commodity, it was more than a
little curious that blue asbestos was be-
ing targetted, in one part of the FRG
bureaucracy, for banning (on health
grounds) at the very same time that
another branch of the government was
considering stockpiling it.** Germany,
like Britain, has a fairly high degree of
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dependence upon South Africa in some
of the problematic minerals. Its
dependence in manganese is about 70
per cent, and in chromium nearly 50 per
cent; but in PGM German dependence
on South Africa appears to be much
lower than is the case for Britain,
although one is ill-advised to generalize
too much from import statistics, for
while Germany does purchase substan-
tial amounts of PGM from the Soviet
Union, it also gets a good deal of
platinum and palladium meta/ from
countries such as Britain and
Switzerland, which themselves are large
importers of South African PGM.*

Japan began to stockpile minerals in
the 1970s, more for the purposes of
stabilizing commodity prices than
because of security-of-supply con-
siderations.® But in April 1983 a com-
plicated stockpiling plan was approved
by the Japanese government, designed
to provide a short-term (60-day) supply
buffer for several minerals needed by
Japanese industry. The plan calls for the
creation of three stockpiles, one
operated by the government, one by the
private sector, and the third jointly
operated by government and business —
all of which would be under the general
supervision of the Ministry of Interna-
tional Trade and Industry (MITI).
Among the minerals stockpiled are
cobalt, chromium, manganese, molyb-
denum, nickel, tungsten, and vana-
dium.*

As the above partial survey of proble-
matic minerals reveals, once one departs
from the “core group” of strategic
minerals, there is a lack of consensus on
the importance of the remaining mine-
rals. This lack of consensus might be
considered one of the best arguments
for a broad construction of the term
“strategic minerals”. Canada, by virtue
of its being the world’s largest exporter
of nonfuel minerals, becomes according
to a broad interpretation the world’s
pre-eminent supplier of strategic
minerals. But how helpful is such a
designation in practice, given the cur-
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rent uneasiness about mineral supply
engendered by events in South Africa? It
would seem not to be very helpful, for
the good reason that Canada does not
particularly stand out as a supplier of
the “core group” of minerals. Indeed,
Canada is 100-per cent dependent upon
imports for three of the five core-group
minerals (manganese, vanadium, and
chromium).” Indeed, the country’s
dependent position has led some
analysts to suggest that Ottawa might be
advised to create a strategic stockpile of
its own, an idea that to date has not met
with much enthusiasm in either govern-
ment or industry.%

Canada is, however, a non-negligible
producer of two of the five minerals in
the core group: cobalt and PGM. It is
one of the half-dozen largest cobalt pro-
ducers in the world, and though not in
the same category as Zaire, which ac-
counts for more than half of global pro-
duction, it still furnishes around 6 per
cent of world supply.®* Canada ranks
third in world production of PGM, and
is responsible for some 6 per cent of
world mine output in this group.” But
both cobalt and PGM are by-products
of copper and nickel production in
Canada, as indeed they are in the USSR
and many other producing countries —
though there has been a recent surge of
exploration activity in Canada intended
to identify deposits that could be work-
ed for their platinum content alone.”
Barring any major discoveries, it seems
unlikely that Canada could dramatical-
ly increase its production of either PGM
or cobalt in response to supply disrup-
tions in southern Africa, unless of
course the marketing prospects for nick-
el and copper (especially the former)
were such as to permit economic expan-
sion of output. And this does not ap-
pear probable, given the sluggish
markets for each of these commodities.

In theory, it could be argued that a
total cut-off of southern African PGM
and cobalt supply might cause such
dramatic price spikes in either mineral
as to make their production profitable

as primary products in their own right,
with nickel and copper becoming co-
products. But if such price spikes were
to occur, there would no doubt be both
a severe contraction in consumption
and an increase in production from
other countries’ currently marginal or
subeconomic deposits. The result would
then be either a global production share
for Canada that is not appreciably dif-
ferent from the present share, or a larger
relative share for Canada of a declining
global output. In either event, it is dif-
ficult to see how Canada could expand
greatly its production of PGM or cobalt
unless nickel and copper were to serve as
the engines of such expansion.

Interestingly, there is probably some
potential for Canada to enter produc-
tion of two of the other core-group
minerals: chromium and manganese.
Currently mining neither chromium nor
manganese (though it did exploit some
domestic chromium deposits in the
Eastern Townships of Quebec as recent-
ly as 1949), Canada has both chromium
and manganese deposits — resources
that, according to some, might sustain
economic production if prices were to
rise “significantly”.” Production pro-
spects are probably greater for chromite
than for manganese, and one of the
more interesting recent developments
with respect to strategic minerals in
Canada has been the studies done to
determine whether the Bird River Sill, in
Manitoba, might be capable of sustain-
ing production. The Manitoba deposits,
located in the Bird River and Euclid
Lake areas, are the property of Dynamic
Mining Exploration Ltd which is not ex-
pected to make a decision on whether to
go into production for some time to
come.” Canada’s potentially ex-
ploitable chromite deposits are not
limited to Manitoba; other provinces
that have deposits are Quebec, New-
foundland, and Ontario.”

Canada has never produced
manganese, but it does have some
potentially expoitable deposits in New-
foundland, Nova Scotia, New Bruns-
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wick, British Columbia, and Quebec.
The problem with Canadian manganese
is exemplified by Quebec’s deposits;
these are so far below the minimum
cutoff point for economic production
that it is unlikely they will be developed
in the near future. For example, though
the province has deposits grading from
12 to 20 per cent manganese, ore grades

currently being exploited by major .

world producers are in the 38 to 55 per
cent range.” While it is technically
feasible to upgrade the ores in the 12 to
20 per cent range to 30 or 35 per cent
manganese content, it is costly.

This last comment serves to indicate
that any future Canadian production of
either chromite or manganese depends
on either technological (or price)
developments that will render economic
those deposits that are currently
subeconomic, or some form of govern-
ment subsidization. It it this last con-
sideration in particular that is worth
pondering, given the current mood of
uneasiness being expressed about the
continued reliability of southern
African supply. Can Canada derive any
benefit from the current malaise of
import-dependent Western states? In
particular, given its outsize share of
Canadian mineral exports, coupled with
its historic attentiveness to the security
implications of mineral dependence, is
there any reason to suppose that the
United States might do as it has done in
the past, namely subsidize the develop-
ment of productive capacity in Cana-
da?’®

To the extent the United States has
had a coherent strategic-mineral policy
at all (a point some will debate), it has
consisted in maximum reliance upon
the principle of least-cost acquisition,
preferably from friendly stable coun-
tries if the least-cost producers are not
domestic, plus reliance upon the
strategic stockpile and such other
government initiatives as the Defense
Production Act of 1950 (DPA). It can be
said that, in the past, each of these com-
ponents of policy have had implications
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for Canadian mineral-production
levels, and that these implications have
been usually (though not always)
positive, in the sense that they have
created jobs, generated tax revenues,
and earned foreign exchange. In a
broader strategic sense, these policies
have been instrumental in the develop-
ment of a “defence industrial base” in
minerals that has contributed to the
economic and military strength of the
NATO alliance.

The high volume of mineral trade be-
tween Canada and the United States is
well known, and need not require any
further elaboration here, although one
can overstate the degree of US mineral
dependence upon Canada.” Less well
known are the two policy initiatives that
have been developed to try to assure
what the workings of interdependence
might not be capable of guaranteeing:
continued supply of minerals during
periods of national emergency or war.
The Korean War served as the
precipitating factor for both, although
stockpiling legislation was on the
American books for a few years prior to
that war. The DPA was employed by
Washington to stimulate, through a
variety of mechanisms, both domestic
and foreign productive capacity of cer-
tain strategic minerals, among the most
important of which was nickel. Hund-
reds of millions of dollars in US govern-
ment subsidies went in the 1950s to
assist Canadian nickel companies —
primarily Falconbridge and Sherritt
Gordon — in developing capacity.”

The Stockpiling Act of 1946 required,
as did so much of post-War US security
initiatives in other areas, the shock of
the Korean War to enter into fairly ac-
tive use as a policy measure designed to
cope with minerals vulnerability. Presi-
dent Eisenhower was particularly con-
cerned that raw-material constraints
might seriously hamper American mo-
bilization efforts, and he was never
loath to express these concerns in
public. As one historian has noted,

“Press conference questions on
the point regularly elicited
presidential lectures on the
critical importance of foreign
manganese, cobalt, tin, and
tungsten, in terms both worthy of
and gratifying to future New Left

critics of American capitalism?’ 7

As was the case with the DPA, so it was
that with the US stockpiling effort came
opportunities for both the expansion of
Canadian productive capacity and
Canadian exports in minerals; for not-
withstanding the existence of the Buy
American Act, strategic-stockpiling
purchases during the 1950s were largely
of foreign (often Canadian) materials.
For example, only four of the 64
stockpiled materials came entirely from
domestic US sources, and only an addi-
tional six had domestic content ex-
ceeding 50 per cent.® Moreover, for the
entire period from the early 1950s to the
early 1970s, after which time US non-
fuel mineral stockpiling declined
dramatically from its peak level of ac-
tivity, Canada remained one of the rela-
tively few (a dozen or so) leading sources
of foreign material destined for the
government holdings.®

How likely will it be that either, or
both, of these US policy levers might
again be employed in such a manner as
to generate increased sales for Canadian
mineral producers? Judging from recent
and current trends, not very likely at all,
and this for a few reasons. To begin with,
there is much uncertainty over whether,
in the current mood of fiscal restraint in
Washington, the vaunted National
Defense Stockpileitself may continue to
exist as anything other than a shadow of
its current self. A battle is now going on
between the administration and some
important members of Congress on the
future shape of the stockpile: the ad-
ministration would like to scale the
holdings down from the 1986 inventory
of 10.1 billion dollars (G USD) (against
a declared goal of 16.1 G USD, to less
than 700 M USD, and bases its case for

Raw Materials Report Vol 5 No 3



constriction on a study undertaken by
the National Security Council between
late 1983 and mid 1985.% It is impossi-
ble to determine which side will emerge
from the battle victorious, although it
would be unwise to underestimate the
ability of Congress to stymie the ad-
ministration’s “modernization’ efforts
— efforts that appear, to some on
Capitol Hill, as attempts to raid the
stockpile, and mortgage national
security, for the purposes of deficit
reduction.®® One veteran stockpile wat-
cher explained to me,

“although there is a lot of talk
about streamlining the stockpile,
you must remember that thereis a
big difference between planning
and reality. Congress is reality’’ *

One thing seems clear, amid all the
uncertainty surrounding the stockpile:
Canada stands to be affected negatively
should the “modernization” take place,
while should the status quo continue,
there may be at best only occasional,
relatively minor, purchases of Canadian
minerals for the stockpile in coming
years. Unlike the earlier years of
stockpiling, since the 1980s there have
not been many purchases of Canadian
minerals by the US government — in
fact, only fairly small amounts of
nickel, cobalt, and tantalum have been
sourced from Canada.® But should the
president’s proposal ever be enacted,
significant quantities of minerals that
Canada happens to produce could end
up being placed on the market, a pro-
spect that cannot inspire much rejoicing
at Inco, Falconbridge, Cominco, and
other Canadian companies. Not all of
the redundant materials would be
dumped on the market at once, but for
the Fiscal Year 1987, it might be in-
teresting to note that the administration
has proposed to dispose of some 250 M
USD worth of materials, among which
are the following minerals of signifi-
cance to Canada: lead (5.2 M USD),
nickel (16 M USD), cobalt (9.6 M USD),
PGM (20.8 M USD), silver (43.6 M
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USD), tungsten (6.3 M USD), and zinc
(31.8 M USD). Over the next five years,
the president proposes to sell off 2.5 G
USD in “surplus” materials from the
stockpile.® ‘

One encounters, from time to time,
arguments that Western countries
should, individually or collectively, in-
volve themselves much more intensively
in stockpiling, to the extent of creating
what have been termed “economic’” or
“interruption” stockpiles, at least in a
limited range of the most problematical
minerals.’” But as we have seen in our
earlier discussion of stockpiling, this
option has nowhere been pursued as
energetically as in the United States, and
lately it appears that even the grand
master of stockpiling is losing its ap-
petite for the practice. Although it can
be and is persuasively argued that the
best time to stockpile is precisely when
markets are flat and prices are low, the
fiscal reality facing most industrialized
countries makes it extremely difficult to
justify expensive stock building at a
time when stocks seem scarcely needed
— let alone justifiable.

Are there other policy options that
might achieve for dependent consuming
countries some measure of vulnerability
reduction? As I indicated at the outset
of this concluding section, several non-
stockpile options exist, among the most
important of which is import diver-
sification. Given the previous discus-
sion of the imputed “political value
added” often held to be associated with
mineral exports from reasonably safe
sources of supply, one would think that
Canada has a natural advantage waiting
to be exploited. The reality, however, is
different, in large measure for reasons
already given and relating to Canada’s
relatively slight prospects for expanding
productive capacity in the set of
minerals implicated in contemporary
discussions of wvulnerability. Still,
somewhat the same kind of argument
could have been made during the
Korean War, and of course we have seen
that with American subsidization prog-

rams, productive capacity was enorm-
ously expanded, not only for Canadian
(and Cuban) nickel, but also for US
tungsten deposits.®® Given that Canada
does have deposits of manganese and
chromium, to say nothing of its existing
reserves of cobalt and PGM, is there any
reason to assume that the US would
once again employ the DPA to expand
Canadian productive capacity — or
create some where none now exists? It
does not appear that the DPA will figure
in any short-term minerals planning in
the United States, except perhaps on a
trivial scale. Though the Act itself con-
tinues to exist and get extended every
few years, it has been fairly dormant for
nearly two decades. Once again, the
problem is in some measure a financial
one. One senior official with the Bureau
of Mines explained to me that although
the United States would “love” to see
chromium being produced in Canada
and in the United States itself, its love
does not translate into the extension of
subsidies the way it did in an earlier era.
This official illustrated his argument:

“In the Korean War, I had my
hands on 8 G USD in contract
money; today the Department of
Defense has 10 M USD (i ein DPA

funding), the stockpile gets
another 185 M USD (from the
special National Defense

Stockpile Transaction Fund). In
1949 I arranged 1.3 GUSD for the
stockpile” ¥

The love affair, he concluded wistfully,
would remain on a platonic level.

It should not be thought, however,
that the United States government has
no international programs underway
that, at least in part, are motivated by a
desire to render American mineral sup-
ply less uncertain. There is one initiative
that likely will bode no immediate (or
even longer term) good for Canadian ex-
port interests, because it holds forth the
possibility that the United States might
become even less of a customer for Ca-
nadian minerals than it now is. I refer to
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the Trade and Development Program
(TDP), operated by the US Interna-
tional Development Cooperation Agen-
cy. The program has three interrelated
goals: the promotion of American pro-
sperity, through the medium of assisting
US companies willing to invest in LDC
mineral projects; the promotion of
American security, by reducing US
vulnerability to supply disruption in
chromium, cobalt, manganese, and
PGM,; and the promotion of develop-
ment in certain Third World countries.

The TDP has been involved in pro-
moting mining ventures in certain Latin
American countries, including Brazil.
In many ways, Brazil stands to gain from
the supply worries of the 1980s in the
same sense that Canada did in the 1950s.
This is especially the case with
manganese, in which Brazil now ranks
third among world producers, trailing
only the Soviet Union and South
Africa.”® The TDP admittedly has had
little to do with the development of
Brazil’s manganese industry; but it has
been involved recently in sponsoring
meetings in Washington that bring
Brazilian mineral interests together with
potential American investors. Nearly all
who have studied Brazilian mineral pro-
spects seem to be impressed with the
potential of the country to develop into
a major actor in international markets,
and not just for the raw materials but
also for the more processed stages of
fabrication, such as ferro-alloys, in
which Brazil is now thought to rank
third in world production, behind South
Africa and Norway. It is expected that
Brazil should benefit from further at-
tempts of consuming countries to diver-
sify away from reliance upon South
African supply in ores and ferro-alloys:
already, the Swedish steelmaker, SSAB,
has announced that political considera-
tions have impelled it to cease purchas-
ing South African manganese ore,
which is to be replaced by ore from
Brazil.”!

There are a couple of implications for
Canada in Brazilian mineral develop-

28

ments. First, and perhaps most obvious,
is the dampening effect that the avail-
ability of Brazil as an alternative source
of supply to South Africa must have on
the likelihood of subeconomic Cana-
dian manganese deposits ever being
brought into production. But a less ob-
vious implication is that Brazil produces
some minerals in which it is a direct
competitor with current Canadian pro-
duction: iron ore, niobium (colum-
bium), titanium, and zinc stand out in
this regard.”” There is the possibility
that Brazil and other LDC producers,
with the benefit of TDP intermediation,
might displace some Canadian mineral
exports in the US market, even if such
intermediation is intended for purposes
completely divorced from this. For ex-
ample, the TDP has been involved in a
project that is designed to stimulate
cobalt production in Peru, from the tail-
ings of a magnetite mine operated by
Hierro-Peru, the state-owned iron-
mining operation. A TDP study done in
1982 proposed that the cobalt from this
source — which could amount to some
15 to 20 per cent of US yearly consump-
tion — be shipped to refineries in the
United States, with the stipulation that
in the event of a national emergency,
Washington would have first claim on
it.”> Noted one recent US governmental
study: “This cobalt source might pro-
vide one of the quickest new supplies,
given any disruption in the normal
market, because the (Peruvian) iron
mining operation and most of the in-
frastructure required are already in
place. Deepwater port loading facilities
are available nearby?” **

It may turn out that any diversifica-
tion of US supply to such new sources
could redound to the detriment of
Canada, and not only in cobalt. There
certainly exists a similar possibility in
the case of niobium (columbium in the
US). Currently, one Quebec operation,
Niobec, supplies about 15 per cent of
global output.” But Brazil is showing
itself to be a greater and greater force in
production of this commodity, which is

used in steelmaking and in the produc-
tion of superalloys for the aerospace in-
dustry, and in 1985 it accounted for
some 83 per cent of world production of
this mineral.”® As one official with the
TDP observed, noting that Canada is
the only other significant producer of
niobium,

“they can easily throttle whatever
you have in Canada anytime they
want . . They could totally
obliterate anyone. Their Araxa
columbium mine is probably the
best mine I have ever seen?””’
The point of the above discussion is not
to raise the menace of Latin mineral
“warfare’”’; it is merely to indicate that
the United States, in somewhat the same
fashion as the European Community,
has developed policies and programs
that are directed in part toward mineral
producers in the developing countries,
and that involve some form of bilateral
or multilateral assistance that is ob-
viously denied Canadian mineral pro-
ducers. Asis well known the EC has had
for some time a set of measures in place,
usually in the context of the Lomé con-
ventions, that are intended to assist
Third World mineral producers and at
the same time partly redress, through
diversification, the vulnerability dilem-
mas of various European countries.”®
It is apparent that many countries
have taken the position that import
diversification is a worthy foreign-
policy aim, but as the above discussion
serves to illustrate, none have developed
policies that are specifically aimed at in-
creasing purchases of Canadian mine-
rals. Are there any other vulnerability-
reducing options that might have an im-
pact upon Canadian export interests?
The domestic-production avenue is not
one along which many import-depend-
ent countries can travel, for the good
reason that mineral production tends to
correlate quite highly with geographical
expanse, thus limiting the autarkic solu-
tion to all but the largest countries. Still,
the domestic-production option merits
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some consideration, given the size of the
United States, as well as its importance
to Canadian mineral exporters. It is evi-
dent that American deposits of a variety
of minerals could be brought into pro-
duction, and that the United States
could reduce its import dependence, if
subsidies were more freely available to
stimulate such production (as they were
in the 1950s), or if price rises were to
elevate some US deposits from the
subeconomic into the economic
category.

As noted above, the United States
does have, in the DPA, the legislative
means to funnel subsidies of various
kinds to American producers; more-
over, American producers and their
Congressional supporters have availed
themselves of national-security argu-
mentation to press their demands for
protection against lower-cost foreign
sources of uranium, and other com-
modities. Both cobalt and chromium
were produced in recent decades in the
United States, with DPA subsidization
assisting in the process; indeed, as
recently as 1958 the United States was
close to being self-sufficient in cobalt.”
There are deposits of chromite in several
states, and it seems well within the realm
of possibility, should Washington deem
it worth the effort and expense, that the
United States could reduce significantly
its current near-total dependence in
chromium, and eliminate altogether its
dependence in cobalt.'®

In manganese US possibilities for
sustaining significant production are
much smaller; and barring the advent of
what once filled the Canadian mineral
producers with some dread, namely
deep-seabed mining, it is most unlikely
that the United States could ever go very
far in the direction of self-sufficiency in
this commodity.’” Of more immediate
potential relevance to Canadian export
interests is the recent announcement of
the Chevron Corporation, along with
the Manville Corporation and LAC
Minerals Ltd, to move to the second
phase of the Stillwater, Montana, PGM
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project — which is described as the “on-
ly potential primary source of platinum
and palladium outside of the Soviet
Union and South Africa?” Scheduled to
begin production in mid 1987, the mine
is projected to reach a maximum annual
production level by the early 1990s of
some 50 000 oz of platinum and 150 000
oz of palladium, amounts that con-
stitute 5 and 12 per cent, respectively, of
current US demand for the two met-
als. '

Assuming US consumption of PGM
remains at or near the current level, it
seems that the Stillwater complex will
yield only slight remedy to the problem
of American vulnerability in these
metals. But there remain two more
vulnerability-reducing choices to dis-
cuss, substitution and conservation, be-
fore one can reach any conclusions.
Each option poses potential challenges
to Canadian export interests. Perhaps
the most profound potential threat to
Canadian interests inheres in the
possibility that substitution technolo-
gies will ultimately — abetted by con-
temporary security concerns — displace
a share of the current demand for some
of Canada’s minerals. Copper is often
cited in this regard, and with much
reason; for this metal has had a fairly
long history of being substituted for, in
many instances by aluminum, and more
recently by fibre optics.'®

But copper, though it does have its
“strategic” applications, is hardly
among the problematical minerals of
the dav;'® and much more worrisome
from the Canadian perspective is the
possibility that advanced materials such
as ceramics might eventually replace
metals, particularly nickel, in many ap-
plications.'” To be sure, it is not the

availability of nickel that worries con-
sumers; the supply of this metal is
nothing if not diverse, with 44 producers
spread out over 26 countries. But there is
a sense in which nickel might get caught
up in consumers’ efforts to reduce
vulnerability in some of the more pro-
blematical minerals. For instance, high-
nickel alloys contain cobalt and chro-
mium. What will happen to nickel mar-
kets should substitution technologies
succeed in developing alternatives for
these alloys? One Canadian nickel ex-
pert, reflecting on this, stated:

“Ceramics is the material I fear.
There will be a battle of technolo-
gies in the next ten years, between

metals and non-metals?’ '

Finally, conservation (including recy-
cling) can serve as a buffer against sup-
ply disruption. Probably the most im-
pressive conservation gains can be
reaped in PGM recovery, in the event
from the numerous automobile scrap-
yards that are to be found in many in-
dustrialized states. For more than a
decade, the catalytic converter has been
the single largest user of PGM in coun-
tries such as the United States, where it
accounts for more than 30 per cent of all
platinum, palladium, and rhodium con-
sumption. A recent US study has aptly
referred to the country’s automotive
fleet as a large “above-the-ground
mine” of PGM.'” Another potential
frontier for conservation efforts can be
located in the superalloy industry, the
largest single user of cobalt. Ever since
the great cobalt scare of the late 1970s,
industry has been attempting to incor-
porate techniques that will allow it to
minimize wastage. In 1980, for instance,
nearly 55 per cent of primary-metal con-
sumption was lost through downgrad-
ing or waste in the production of
superalloy parts. With the further
development of conserving techniques,
it is expected that this sector’s appetite
for cobalt and such other strategic
metals as chromium, nickel, and tan-
talum can be dampened.'®
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Conclusion

It has been argued that, based on a
reading of recent and current trends,
Canadian export interests can expect to
extract few tangible benefits from the
current vogue of uneasiness being ex-
perienced by Western import-depend-
ent countries. At least this appears to be
the proper conclusion, if one focusses
on those minerals that are today held to
be most problematical. However, al-
though Canada’s ability to capitalize on
Western vulnerability concerns might
appear to be limited at present, one
should not conclude that actual supply
disruptions of southern or South
African minerals would only affect
those few commodities that have been
the focus of attention in the past few
months. In the case of South Africa, it is
not unreasonable to suggest that what-
ever might disrupt the production and/
or export of chromium, manganese, va-
nadium, and PGM would also likely
disrupt the production and/or export of
titanium, iron ore, nickel, copper, lead
and zinc, silver, tin, thermal coal, and
uranium.

Canada is a major producer of all of
these minerals, with the exception of tin.
Thus it would be difficult to imagine
how Canada’s production and export of
nonfuel minerals outside the core group
of strategic minerals would not be af-
fected by massive internal upheaval in
South Africa or, indeed, by any sharp
departure from current production and
export patterns on the part of a future
South African government, whether or
not that government was an outcome of
massive internal upheaval. Although it
is still too early to tell whether Western
sanctions against South Africa will pro-
ceed very far, there is already some
reason to argue that an American ban
on uranium imports from the Republic
might lead to an easing of the protec-
tionist pressure on Canadian uranium in
the US market. Indeed, one New Mexico
legislator, Congressman Bill Richard-
son, had been conspicuous in trying to
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marry two of his major concerns: sup-
port for sanctions and support for the
state’s hard-pressed uranium producers.
Given that South Africa provided some
28 per cent of US uranium imports at
the end of 1985, it is conceivable (but
probably not likely) that the “import-
relief” accorded by the US sanctions
program might contribute to a diminu-
tion in protectionist agitation against
Canadian uranium.'®

Finally, there is at least some reason
to ponder whether the “geopolitics” of
minerals might yet have the stimulative
effect on Canadian production levels
that was present in an earlier era, not-
withstanding the thrust of most of this
paper, which has been directed at show-
ing why Canada likely cannot derive
much material benefit from the current
turmoil in South Africa. Indeed, simply
to put the matter in such a way might
seem distasteful, and suggestive of nota
little Schadenfreude. Deriving gain
from others’ losses takes on negative,
sometimes sinister, connotations in the
cold light of specificity; but bathed in
the fuzzier tones of abstraction, it is a
prospect that can inspire some hope
among those who produce and market
minerals in this country. The simple
reality is that Canadian mineral produc-
tion Aas in the past been stimulated as a
result of hardship, upheaval, even war
— unfortunate occurrences that have
blighted international politics with
regularity in this century. Thus it is
worth noting that, of late, some atten-
tion has been given by policy makers
and policy analysts alike, to the
possibility of Canadian producers,of
minerals and other industrial items,
becoming beneficiaries of a growing at-
tentiveness in the United States to the
concept of the “defence industrial
base”. It would require another paper
devoted just to this concept to do justice
to the argument, but in brief it can be
stated that there has been an increase in
concern, over the past half-dozen years,
with the possibility that the erosion of

America’s industrial base might
ultimately impose severe constraints
from the standpoint of security, both
upon the United States and its allies.

Partly, this concern has been a func-
tion of the ongoing reassessment in the
strategic-studies community of the
possibility of non-nuclear global con-
flict involving the superpowers and their
allies; in effect, of a Third World War
not being so different from its two
predecessors after all. Developments in
weapons technologies, coupled with the
possibility that meaningful nuclear-
disarmament agreements can be con-
cluded, have led some analysts to
ponder what, just a decade ago, would
have seemed the height of ludicrous-
ness. Observes one such analyst, “it is
important to recognize that strategic
non-nuclear war is again a proper sub-
ject for debate after some thirty years of
inattention?”"® An obvious implication
of such a debate is that the material
basis of state power — what in an earlier
age was called “war potential” and later
“military potential” — now becomes an
item of importance to those either plan-
ning to fight a war or planning to defer
one.

But there is another, perhaps more
valid source of disquiet over the defence
industrial base — a disquiet born not
out of a reassessment of strategic
assumptions, but rather one occasioned
by a genuine perplexity over the degree
to which a country (in the event, the US)
¢an continue to shed productive capaci-
ty in a variety of industrial sectors and
still remain militarily strong and politi-
cally influental."! What has become
apparent in the domain of minerals over
the past decade and a half, namely that
interdependence can and often does
have troublesome security implications,
is now beginning to make itself visible in
other sectors of the US economy. In-
deed, it is the shedding of productive
capacity in some of the “downstream”
activities (e g metal manufacturing and
fabricating, as opposed to extraction)
that is leading to a reconsideration of
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the merits of relying on least-cost
sources of supply for minerals. For
some time, the sorry state of the
American ferroalloys sectors has occa-
sioned worry among the US security
community; after all, it was argued, how
can one reduce vulnerability to mineral-
supply disruption through deversifica-
tion of sources of raw material if one no
longer had any “downstream” capabili-
ty? Recently another sector, the Ameri-
can machine-tools industry has been
given protection under a seldom-used
national-security trade measure: sec 232
of the Trade Expansion Act of 1962."2
It is not possible to predict whether this
" will be a harbinger for other embattled
industries in the United States, but one
would be rash to discount the possibili-
ty, particularly in light of the US Con-
gressional elections of 1986, which have
been seen as a setback for the free-trade
advocacy in the United States.

There is, then, the possibility that
security considerations will figure more
explicitly in future American trade
policy; and it is this prospect that some
Canadian minerals analysts — and a
few policy makers — have argued might
yet bode well for Canadian export in-
terests, should some way be found of
convincing Americans to pay more at-
tention to the North American (i e in-
cluding Canadian) defence industrial
base, and purchase far fewer minerals
from distant, and presumably Iless
reliable, sources."® But stressing the
security argument can have its perils, as
may be seen with the case of uranium.
One cannot do other than speculate on
the efficacy of Canada’s using security
arguments to enhance or ensure access
to the American market for minerals
and other products, whether in the
absence of a bilateral free-trade ar-
rangement or in the eventuality one gets
concluded. What can be fairly safely
concluded, however, is that there will
continue to be a substantial geopolitical
content to any discussion of Canadian
resource trade with the United States,
and other countries.
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