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Notes on World Gold Production

Mary Maronsy

The world would eppear to have far less need of new gold
production in the post-war period than it had before the crisis of
the 1930's. Since 1929, central gold reserves have grown from 10
billion dollars to 35 billion, and these reserves are likely to be
supplementod soon by the 9 billion dollar resources of the Inter-
nesional Monctary Fund., Furthermoro, if the verious international
cconomie arrangements that are now being developcd have e large
mensure of success, internationcl trensactions should prove to be
bester belanced in the years chead than thoy were before theso
orgenizutions were in existonce. The need for gold to mect largoe
intornstionsl doficits will be less. In viow of this situation, it
soums probeblc that eny futurc pressurc from the gold interests to
raise the price of gold will rot mcot & sympethetic rueccption. In
fect, thero is 2 possibility thot ultimately intcrnational cetion to
curb tho steady flow of gold from the mincs into monctary usc mey be
tazon.

Nothing seems morc ceortain, howover, than that producors
are not currcmtly mcasuring the futurc of gold in such pessimistic
turms. Officially end unofficially, the minus «ro being given on-
coirggement to zot beck into production. On June 7, Cencda lifted
restrictions on shaft sinking and other development. On July 1, tho
Wer Production Boerd permittcd the rosumption of gold mining in the
Unitcd Statocs. On Junc 9, tho British Treasury announced &n inereasc
in its buying price for gold from the sterling ecrca as o consoquence
of lower shipping costs incurrcd by the Trcosury now thet the Buropean
war is over. Most oncourcging of «ll, perhaps, was the testimony of
the Undor Secretary of tho Trcesury, Dr. Harry Tthite, on the Bretton
Woods monctary proposcls before the House Benking end Currcncy Committec.
Mr. White laid great stress on the role of pgold in clleviating cny
possible dollar shortage which the Internationel Monotury Fund might
experioence &s the rosult of strong forcign demund for United Stotes
goods, He referrcd in this conncetion not only to proscnt foroign
gold roserves but also to now gold production to an ostimetcd amount
of 9 billion dollars in the noxt six years. Thus, it would appcar
thet the Troasury huas considercd the prospoet of annucl foreign gold
production somuwhet in excess of the 37 million fine ounces produced
in the record mining year of 1940.

The industry nceded no bolstering of its alroedy strong
confidonce in the opportunitics of the post-wer period. It appreiscd
Brotton Woods as an assurancc of the rocsteblishmont of tho gold
standard on a busis which would facilitate roturn to pro-wer pro-
duction end, even more importantly, would permit an cxtension of
output through new discovery end development. The prospoct of rising
costs, as roprcsented by present price and wuge lovels, has becn & eloud
or. the horizon, but some oporators huve not boen prepurod to rule out
tho possibility of offsctting windfulls in the form of incroescd sclling
priccs., For uxemplc, epropos the proposal mude in the United Stutes
scme months ago thet the price of gold be raised as on alteranctive to
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¢ rcduction in the reserve requiroments for Federel Resorve Benks,
tho following comment gpposrcd in & Johanncsburg market rcport:

"Mic deniel by Mr. Morgenthou thet tho United Stites is contemploting
an inerecsso in tho price of gold is mcoting with interest here and

it is remembered that similer doniels in tho pest have usuelly becn
followed by price incrocscs sooner or lator.”

The gold-mining industry is, of coursc, thoroughly specu-
lativo cnd thoroughly imbucd with optimism. However, it scoms rocson-
&blo to question whother its cbility to ignore the toechnicel foctors
in tho outlook mey not be due in somo mewsurc to the appearence of
confusion which govermment policy on & world scale hus presented during
ths wir years. In the initicl steges of the wer, the meintonence of a
large gold output throughout the British Empire secmed of pocremount
irportence «s @ means of obtaining tho necessary dollear cxchengo to
finence wrr imports. By the ond of 19,0, howcver, the exhcustion of
tho United Kingdom's rescrves and the increwsing magnitude of the war
supply program had demonstrotod the futility of continucd rcltanco on
treditionel methods of finance. Thercupon the industry coeascd to re-
ceive speoial encouragemont not only becsuse other finencing mothods
wore edopted but wlso beccuse the pressure on supplics and munpowor
warrontod their diversion to the production of goods of stratogic
inmportance. Although egrecment on positive restriction of gold out-
put was long doleyed, the ontrance of the United Statos into the wer
we.s o decisive influcnce; cquipment and suppliocs for gold-mining
ectivity boceme inercasingly scarce ond by 1942 production hnd begun
to docline genorelly. Tho stotisticwl record of production in rccont
years is given in Table I.

Although productisn declined in «ll tho principal producing
countries, the charascter cnd oxtont of curteilment vuricd among them.
Tho scvercst restriction was imposcd by the United States in the Ver
Production Order L-208 of October 8, 1942, which orderod the closing
of ¢11 "non-essenticl™ mincs, i.c., gold mincs, which wurc not primarily
bese metal producars, exceptions being mede only for very small lode
erd placer proportics. No new ore could be broken out and orc obove
ground could be worked only for a period of six months (provided, morc-
over, thuet tho oporction did not consume substentinl smounts of critical
netoricls end would cmploy only men who were incligible for military
service snd not nceoded in strategic mining operations elsovhere). The
dotzils of 1943 wnd 194l production show thut with the exception of
Utch, in which State 92 por cont of the production in 1943 was & by-
product from basc metel mines, all producing districts registered merkcd
repcreussions (Teble II). Tho gain to the United Stutes wer offort
soems to have consisted chicfly in the seving of supplies. The 1942
Repert of the United Stotes Burocou of Minus stated that "if the order
(1-208) hud come in 1941 over 250 lode mines &nd possibiy 700 placer
mincs in the United States and Aleske, opereations cemploying over 20,000
mon, would heve boon affectods By October 1942, however, so meny of
theso mon hed joined the crmod forees or had gone Into the mumerous
wer industrics that the number cmployed wes very groatly rcduced; of
those rumaining many for verious roasons wore unsuited to be transforred
to other mining comps or wore nceded to maintain equipment or propeortics
during the closing period.”
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The 1ifting of the ban on gold mining announced by the War
Production Board for July 1 is not expected to result in en immediate
increase in domestic output. Operators point out that "essential"
mining still has priority as regards menpower end mechinery. They
indicate, however, that in spite of these hendicaps the revocation of
the order gives them en opportunity to prepare the mines und thus to
speed resumption of full scale operations when young miners rcturn
from military service and older minors arc relcesed from their wertime
jobse

In Cenada, which is normelly a larger producor than tho United
Stetes, the curteailment since 1941 hus been ebout L5 per cent in pro-
duction ond about 50 per cent in omploymont. This is not by cny means
the equivalent of tho United Statos curtailment but it is large con-
sidering the importance of the mincs to the Northorn Ontario districts
whore thoy wre lrost the sole wetivity. As is natursl in ¢ community
whi.ch has long considered gold mining as o mejor producing cnd invest-
ment intcrcst, Cencda ovidencod considerwble roluctuncce to embark on
o restrictive policy. The intogration of United Stetes and Canedien
wosr controls throughout the whole field of production, however, mede
o roduction on both supply and lebor cccounts inevitable. The minos
were cssigned low prioritios in manpower end meteriels. In cddition,
thoy lost o considorable forco to the military scrvices. Evidonce of
ths severity of the labor shortege is to be found not only in the de-
clining gold rocovery from the quartz mincs but also in thet from the
beso metal mines, wnich heve boen unable to meintain thelr eerly wor-
time poeks of production, notwithstanding increasing demand for their
product. (Teblo III)

The rclexetion announcod by the Ottewa govermment on Juno 7
is thet of an order of Junc 1942 which forbade tho opening of new mincs
and 1limitcd monthly tonnege of mincs thon open to the avorage milled in
tho first four months of 1941. Thc rovocation of the ordor weos ac-
companied by a werning that ™mino lcbor is still subjeet to strict
coatrol by the National Selcctive Service and it may be many months
before mechinery becomes availeble.”" It is felt in some quartcers that
new propertics will be the spouerhouds of the renewed activity. The
sewrch for stratogic minerals during the wer ycars uncovercd some im-
portant gold strikes which heve provided a foundiation for a booming
markot in gold shares in recent yewrs. The established mines, on the
otacr hand, sro secn &s likely to hold back on the rosumption of
wectivity in ontieipation of more fevoreble tex rates which will help
to balince out highor operating costs. The industry hes yot to regein
its fwvored preo-war position in Dominion texation but huas some reason
to oxpoct o tex rovision es soon &s the govermment cen seoo its wey cloer,
Tho much rumored rcturn of the Canedien dollar to purity os yet seoms to
have made no impression on the investment interest in gold mines. Such
.. shenge in the exchunge rote would reduce the velue of gold in Canadian
funds from tho currcnt ratc of 38.50 to 35 dollers an ounce.
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Concerning Russion production, nothing has boen avtileble
for meny yocors oxcept estimatcs of output mado by individucls and
institutions who have tried to follow the confused roeports which have
asppecred in the Russian pross. The estimutes shown in Teblo I assume
that the withdrewal of menpowor und the lack of supplics during the
wesr hes baen serious.

The occupction of the Philippines hes tekon something over
& million ounces annuelly out of totsl world gold production since 1941 ;
prospects are that the Commonwoelth may place incrceascd emphasis on gold
production in the post-war period. A rccent report from the Philippines
is to the effoct thut leeders of the Government would like to sce the
oconomy chenged so thet more rice could be grown for domestic consumption
znd the simultuncous decline in suger cxports compensated for by en in-
crsase in gold exports. Sinco the cquipment of ths gold mincs was
dostroyed by the Jepanese, gold production will probably not be resumcd
imnedietoly. '

The South Africen industry, the world's largost gold produccr,
rcported 194y production ot 12.3 million ouncus. This is 1.7 per cent
below 1941 production, the lergest in the nution's history. It is
intcresting to note that the minos did not oscepe the general labor
shortege even though they use natives ordinarily recruited into the
mining compounds practieclly froesh from tho krawls. Large numbers of
theso joincd the Armed Forces as cuxilierics &nd others wont into the
wer industries of thc country. As a result, tho Witwatcrsrend native
lebor complement ot the ond of 194k wes about 2l; por cent, roughly
90,000 men, less then the psek figure of 367,000 reached in 192,
Shortage of supplies was also & great handiccp. Notwithstonding on
ettempt to produce goods locclly, the scurcity of imports haos beon
keenly fclt and according to one roport "the shortcge of stcol hus
boconie s chronic s tho shortage of menpower."” HMining mcthods have
hed to be rovised and advance development work shclved with the result
thet visible orc roserves in working mines have shown @ considereblo
doeline. In vicw of the difficulties feccd, the production record
tostifies to the officiency of operetions.

Becuusce the industry bulks so lcorge in South African nationel
life, end is such an important invostment ficld, morc deteil is availeble
on it then is aveileble for the gold mining industry elsewhere. (Teblc IV)
Theso data show thut working costs to the end of 194y or a per ounce
besis heve increesed just about os much ws the advence in the price of
gold due to sterling depreciotion. With wertime taxation very much
highor, profits romairing for dividonds have declincd substantielly from
the pre-war level., Some low=greods mines in fact considercd closing down.
To continue them in opergtion, the Govermment rebated te thom from tho
"gold realizetion fund"l/c sum sufficiont to meet the cost of o wege
irereese given netive lcobor in 1¢h);.  The rebeting arrangement onded

I/ Al though the Benk of England prys tho London price for gold de-

T 1livercd in Durban or Capetown, the Union Govermment retains "reeli-
zetion charges™, roughly the equivelont of insurcnce and shipping
cherges to London in normel timos.
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with the British Troasury's recent announcement that it will incrcase
the price paid for gold from the sterling arca by ly shillings 3 pence
to 172 shillings 3 pence (%33.9h to $3L.79) in rocognition of lower
shipping and insurcnce rates following tho end of the Europoan wer.
This will meen ¢ new high price for the Union's output end the gonerel
position of the industry should consequently improve. The low-grado
mincs, however, cleim that they will still not breek even., The in-
dustry wants from the Union Govermment o rovision of texction which
now takes cbout 70 per cont of working profits.

Two recont developments affccting tho lifo of the minos mey
bo montioned. Onc is tho study of ultre~deep mining--some of the large
ninos are now down past 8,000 feet and mining &t 10,000 or more fect
is being studied. This is a perticulurly intoresting possibility bo-
ceuse of the discovery of very promising orc indicutions at thesec leovels
on the West Rand. A commission appointcd to study the problom hes
rocontly made whet is considorcd & mildly encouraging report, rccom-
monding thut the subject be pursued further with tho ostablishment of
o rosearch institutec for practical oxperimontel work with new mining
mothods wnd suggesting also thut the cxpense be churged off to opeoreting
costs (hence csceping texation). Another development intimutely con-
neeted with the first is the discovery of evidonce of tho extension of
soms of the Witwetcrsrand gold bouring rocfs into tho Oraonge Free State.
This provinco has not previously been & gold producer but close drilling
hes now esteblishod tho existonce et variuble levels of some of the Rand
recefs.  No difficulty hi.s beoen cxperienced in attrecting investmont
interest in the new ficld end as soon s thoe ond of the wur rcleasses
cquipment, it is oxpuctcd to boe given o more thorough triul. Tho West
Rend ficld hus also beoon the subject of rcnowed intercst since the dis-
covery of ecxcoedingly rich orc it the Blyvooruitzicht property which
hos beon charwcterized by the loccl mining pross as "onc of the most
remarkuble mines over discoveroed." :



TABLE I.

WORLD GOLD PRODUCTION
(In millions of ounces)

CONFIDENTIM

o
o

1940 19la 192 1943 19LL

Sterling Aroa 19.2 19.3 18.1 16.0 15.0
Unisn of South Africa ih.0o 1L 1ha 12.8 12.3
Wostern Austrelia 1.2 1.1 .8 .5 .5
Southorn Rhodosia .8 .8 .8 .7 b
Gold Coast .9 .9 .8 .6 .5
British Indie 3 .3 .3 .3 .2
Othor (estimato)l/ 2.0 1.8 1.3 1.1 .9
Conade 5.3 5.3 L.8 3.7 2.9
Unitod States L.9 I 2.6 1.l 1.0
Letin America 3.0 2.9 2.7 2.y _ELE
Mexico .9 .8 .8 .6 T
Colombia 6 .7 ) 6 b
Chile L 3 .2 o2 .2
Nicerogue .2 .2 .2 2 2
Other (estimate) .9 .9 .9 .8 .7
Burore, oxcluding U.S.S.R. {cstimete) 6 .5 .5 .5 .5
Asie (excluding British India) 3.6 3.9 2.3 .8 NS
Philippinc Islands 1.1 1.1 .2 - -
Otter (estimate) 2.5 2.8 2.1 .8 b
211 cther .5 .3 .3 .2 -
Totel 37.1  37.0 32.3% 25.2 e2.ly
U.S.S.R. (cstimate) L.8  L.3 7.8 2.3 2.8
Grend Total .9 Li1.3 36.1 28.3% 25.2

p/ Preliminery.

1/ Includes Belgian Congo,which until October 194k wos o member of the

storling aresa.
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TABLE II.

UNITED STATES GOLD PRODUCTION
(Thousends of ounces) '

State or Territory 1941 1942 19432 194y
California 1,432 89l 149 115
Alaske 696 503 110 51
South Dokote 612 525 11l 11
Colorada 388 290 149 111
Neveda 378 300 111 116
Utah 373 391 382 z5L
Arizona 217 255 17k 128
Montana 253 157 61 L9
Idaho 151 99 20 22
Oregon 26 51 2 1
Weshington 8% 7L €9 50
Othor 53 3l 13 1l

Total 1,832 787 1,395 1,022

TABLE IIT.

CANADILN GOLD PRODUC TION

1940 1941 1942 19113 g,

/mount produced (thousands
of ounces)

From suriferous quartz
end placer deposits L,50h L,522  L,02% 3,082 2,436

From base metel minos 563 572 595}
: 569 LL9

“rom other 2l 251 223%
Totel 5,511 5,245 L840 3,651 2,885
Averego employment 32,245 33,2,8 26,501 l/lB,Bh} 16,738

p/ Preliminery.
1/ Firms omploying 1% or morc porsons.
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