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Outline

 What Is Industrial Policy?

 \WWhat are the reasons for the recent
Interest in “strategic materials™?

e Congress and the Department are very

concerned about strategic materials!

— Strategic Materials Protection Board
 Definitions for “strategic” and “critical” materials

— Strategic & Critical Materials Working Group
— Reconfiguration of the Defense National Stockpile
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¥y What is OD(IP)’s Role Within OSD?
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 OD(IP)’'s primary role is to advise the
USD(AT&L), the DEPSECDEF and
SECDEF on matters concerning defense
iIndustrial capabilities.

* |IP’'s mission iIs to make certain the
iIndustrial base on which the Department of
Defense depends is reliable, cost-
effective, and sufficient (i.e. efficient and
competitive).
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What are the reasons behind the
recent interest in strategic and
critical materials?



Metal Prices Recently Skyrocketed
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ast 5 years or so have been very interesting.
The next 10 — 15 should be even more exciting.




Some Materials Experienced
5 to 10 Fold Increases in Price

: : 2003 2008 Percent
Material Unit : :
Price Price Increase
Chromium mt $54.00 $325.00 501.85%
Cobalt Ib $10.65 $45.50 327.23%
Niobium kg $34.72 $54.01 55.56%
Germanium kg $380.00 $1,537.50 304.61%
Hafnium kg $220.25 $267.37 21.39%
Indium kg $170.00 $685.00 302.94%
Manganese mt $950.00 $4,250.00 347.37%
Molybdenum b $5.33 $33.25 {__ 523.85% )
Nickel mt $8,340.00 | $23,545.00 182.31%
Palladium troy oz. $184.00 $456.50 148.10%
Platinum troy oz. $671.00 $2,047.00 205.07%
Rhenium b $494.42 |  $4,650.00 (_ 840.49% )
Tantalum Ib $22.50 $43.50 93.33%
Titanium b $4.90 $15.00 {__ 206.12%)
Tungsten Ib tungsten content $3.44 $14.34 317.43%




Major Raw Material Supply Disruptions
Have Occurred in the Recent Past

1966 through 1971

Embargo of chromium imports from Rhodesia .ijn%
1969 [

Nickel workers strike in Canada ey

1978 |

Unrest in the Congo Is causing concern with respect to
some metal supplies, especially cobalt (“blood metals”)



China’'s Impact on Metals Growth

Copper

BRIC theses predict that China and India will become the world's dominant

suppliers of manufactured goods and services, respectively, while Brazil

and Russia will become similarly dominant as suppliers of raw materials.



Steel Production Capacity is Increasing
More Rapidly in Developing Countries

Capacity by Region
2007 vs 2010
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In the Past, US Import Reliance Was

of Little Concern

1982 U.S. NET IMPORT RELIANCE FOR SELECTED

NONFUEL MINERAL MATERIALS

1996 U.S. NET IMPORT RELIANCE FOR
SELECTED NONFUEL MINERAL MATERIALS

FIgURE -1— WEL NHPUIL MENDICE 12 a4 FEICENL UL LUNSUMpPLDH, 1902
Major forelgn sources, 137881
and percent supplied, 1382
Colmblum Brazl (73] Canada (¢} Thalland (£) Commodity Percant Major Sources (1992.95]
Induetrial dlamond etonse 5. Africa 1) Zalre (14) Bek-Lux (3) UK [€) ARSENIC 100 China, Chiie, Mexico
Natural graphite Maxlco [B0) Korea {12) Madagascar (5) China (5] BAUXITE and ALUMINA 100 Australa, Jamalea, Guinea, Brazl
Mica shest Nl (83} Brazil (1) Madsgascar [4) COLOMBILM {nloblumn) 100 Erazll Canada. Gemmany
ERAPHITE (natural) im Canasa Mexisa, Chira, Madagascar, Brazl
Strontium Mexlco (33) MANGAMNESE 100 South Africa, Gabaon, AUstrala, France
Mangansas E‘W Gg‘%msl?“)rs »‘\c%?ﬂr?“cé\i%‘tsl]ﬂu'ﬂ L‘WLBI'J!" 1% MICA, snest (natural) 100 Indi3, Geigium, Srazl, Ching, Argertna
Bauxits and alminum Jamaica (40) Gulnea 33 Surlname (13} STRONTIUM A Iiexco, Germany .
Alumina: Australls [ra Jamica (15; Suriname (8) THALLILM 01 Beigum, Canada, Mexco
Cobalt Zalre [35) Zambia (13) Bal-Lux (11) Finland (5) l['f;‘&léﬁ,\ﬁ '-$ | Eﬂlrﬁ'q e
f 5 nina, Jouth Africa, Mexico
Tantaium Z::Q:::;-'Ssnf:gig'd;?mr'af.'u?ﬁzn!ﬂ GEMSTONES o3 1] 1srael. Seigium, india, United Kingdom
Chromium FaCr: 8. Africa (1) Yugoaiavia |18il| mibewe | } Braz (7) '_?if"\-' 33 E[’:;”"E;‘ﬁ:‘“r;aa’:;:é“ E"_'I‘:"' e
Fluorspar T,
pa Maxlco (80) §. Africa (30 Haly [£) Spaln [3) Hlicare = Chins, Ruesis, Gemmany, Salhia, Unlied Kingdom
PGM 5. Africa (S8) USSR [18) UK [11) TANTALUM & Australa, Gemany, Thaland, Srazs
Mickal Canada (44) Morway (11) Botawsana [$) Australla (8) CHRCMIUM 7 South Africa, Turkey, RUssia. KaZakstan, Zimbabae
POTASH 8 Canaga, Seiarus, Russia. lsrasl, Gemany
Abaetos Ganada (37) 8. Africa (3) BARITE ] Cnina, India, Mexice, Morceco, Canads
Tin Malzysla (33) Thalland (21) Bollvia (17) Indonasia (7) STONE [gimension) B Italy, Span, Indla, Tanada
imanits Australla (53) Canada [34) 5. Africa (5) MNICKEL 63 Canada, Noraay, Auslralia, Russia
IODINE &2 Japan. Chliz
Potazh Canada [34) lsrasl (3) PEAT 58 Canada
Cadmium Canads [27) Australla (18) Maxico (11) Koras [3) DIAMCND (oust, g, angd powdsr) 40 IEI:EIEHE. CF"I:‘IIE. FUEElS S
SELENIUM ] 3naca, Frllppnes, Japan, Baiglum
Rutila _I Australla (77) 5. Africa (8) Slera Leons (T) CATMIUM i Canada Beigum, Mesico, Garmany
Gallium l Switzeriand (55) Canada (12) Germany {10) Ghina (7] 33 Canada, Mexico, Spain
Siiver | Canada (37) Maxico (24) Paru (23) UK (5) 2 France, China, India, Japan, United Kingdom
e | Ora & cors: Canada (53} Peru (17} Mexlco (8) Bl MWaraay, Bradll, Russla, Sanada
Metal: Canada (51) Spain (8) Mexico (6] Australla (7) 0 Canada =
Selarium 1 Canada (44) Japan (17} Sarmany (8} UK (8} ) gilr‘a«:lnc I.‘e;:oﬁ:pa ] " e
MAGNESIUM COMPOUNDS 30 Nina, Carada, AUSIE, Mexich, Greess
Tungstan Canaca {21) Bollvia (13) China (14) Thalland (7) PUMICE = Gresce. Ecuadsr, T
] Mstal: Bollvia [38) China (34) Mexlco ‘IOJBBI o Lux :‘“"“ o Canata, Fussla, y
Antimony I Cra & cora: Soilvla (35) Canada [19) Maxica (19) cmln ALUMINURE 2 Canada, g
Oxlde: 5. Africa (42) Ching [15) France [14) Bollvia {11) MITROGEM ifeed), AMMONIA 13 rinitiad and Tabage, Canada, Former Sovist Linkon
Mercury I Spain [34) Japan (21) Itary {12) &igaria (10} SALT 13 Canada, Mexico, Banamias, Chile
FRON and STEEL 17 Eunopean Urion, Canada, Japan, Brazi, Mexico
el | Canada (32) USSR (20] Swizarand (17) A0N ORE 17 Canana, Brazt, VENSzLeia, AUsirata. Waursaris
Irn ore I Canada (54) Venszusla (18] Brazll (5) Liberia (7) LEAD 17 Canada, Mexko, Peru, Australa
Iron and stasl Europs (37) Japan (34) Canada (14) CORPE 13 Canada, Chie. Maxico
Ccanaga (25) M 2 A 13 Canada, Mexon
Shleon naca (25) Norway (22) Brazll (14) 5. Afrlca (7) CEME 12 Canada, Spain, Mexies, Greece, Colombla
‘Yanadium 5. Africa (58) China(10) Canada (8) SILFUR 1 Canada l.-'eft-m Gemmiany, Japan
Titanium spongs Japan {81) Ching (10) USSR (8) UK {1} E‘é%tfgip and flake (nalural) 3 g?f;ﬂ: India, Finiand, Japan, Germany
r 8 =
Coppar Chila (32) Canada (2Z) Peru (14) Zambla (11) RON and STEEL SLAS i Canada, South Atica
Aluminum 'cansda 82} Ghana [11) Norway [4) Japan [4) LIME 1 Canada, Mexico
NOTES Ne— IMpomrlasi4is gured as percent of apoarent cocnsumehon, except for rutila, for m.gnrel import Mlarce B hgured a3 permant of repomed corsumplon !in descending ander of Importance

oM = mpork SXFOMz = adusiments for govemment and Industy ock chan
«nmlr consumpticn = U 5 primary and sscondary producton - net mpors

SOUACE: U & Degerment of e Interior, Bueau of Mnes

from USGS Mineral Commodity Summaries



> Ve
y

!
P

iy

US Reliance on Imports i1s Expanding at
an Accelerated Rate

1997 U.S. NET IMPORT RELIANCE FOR
SELECTED NONFUEL MINERAL MATERIALS

Commodi Percent
ARSENIC

EALXITE and ALUMIPA
COLUMEILM {niabium)
FLUORSPAR

GRAFHITE iraturan
MANGANESE

MICA, sneet (nazwural)
STRONTIUN

THALLIUM

THORIM

FTTRILM

GEMSTONES

TiN

TUNGSTEN

PLATINUAM

TANTALUM

COSALT

FALLADIUM

CHROMIUM

FOTASH

BARITE

ZINC

IODINE

STONE (dimension)

EZAT

MICKEL

DIAMOND {dust, gnit, and povoer)
S

SILICON
CADMILN
MAC
GYPIUM
ALUMINUM
IRCH and STEEL
PUMICE

SILVER

RON ORE
CEMENT

M COMPOUNDS

LEAD
MITROGEMN (Txed), AMMONIA

ZALT

COPPER

RARE EARTHS

SODIUM SULFATE

FERLITE

SULFUR

MAGNE

UM
MICA, ser3p and fake {naturai)

IRON and STEEL SLAG

LIME

Major Sources (1993-96)
China, Japan, Heng Kong, Gemany
AusTala, Guinea, Jamaica, Brazl
EBrazil, Canaga, Gemary
China, South Africa, Mexico
Mexice, Thina, Canada, Madagascar, Bral
Suin AfMica, Gabon, AUslralla, France
Indla, Beigum, China, Brazil
Mexica, Garmany

Eziglum. Mexica, Canada
France

China, Japan

Israal, Beiglum, India

Evazl, Boivia, ingonesa, China

China, Russla. Germany, Boilvia

Souzh Arica, Russla, Unfed Kingdom, Germany
Auslirala, Thalland, Gesmary, Brazll

Meorway, Zambia, Flaland, Canada, Russla

Russla, Soutn Amca, Unlted Kingoom, Beiglum
Soum Amca, Turksy, Russia, Kazakstan, Imbatwe
Canans, Russa, Baians, is@sl

China, Inda, Mexico, Morooos

Canada, Mexico, Sparn, Peru

Japan, Cnlie, Canada

FFaly, India, Brazll, Canaza

Carasa

Canada, Norway, Russia, Australa

Ireland, China, Germany

Canada, hlippines. Beigum. Japan. Unlied Kingdom
Canaga

Merway, Russia, Brazil, Canada

Canaga, Mexico, Belglum, Germany

China, Canaoa, Austria, Gresce

Canada, Mexco, Spain

Canara, Russla, Venszueta, Mexioo

Eurapean Linian, Canada, Japan, Brazll, Mexisa
Greace, Turesy, Ecuadar

Canada, Mexico, Gemany, Fen, Chil

Canada, Brazll, Venezuela, Austaila

Canaga, Spaln, Wenezuela, Mexco

Canada, Mexico, Pery, Austalia

Trnidad and Tobago, Canaga, Mexico

Canada, Mexico, Chile. The Sahamas

Canaga, Chik, Mexko

Auslralla, France

Canada, Mexlco, Japan, Germany

Greacs

Canaga, Mexkco, Gemany

Canada, Russia, China, Maxicn, Ukraing
Canada, ndla, Firang, Japan

Canada, Soulh Africa

Canaga, Mexico

Ur gescercing order of impartance

Additional commodities for which thers s some Import dependency buf cata ars wihheld or are msufficlent fo determine imperi-reflance levels:

Arbmony China, beexice, Boluia, Soush Africa Mereury Suzza, Canags, Span, Kyrgyzstan

Sismutn Merio r=, China, Unkied Kingdom, Canads Snenum Crile, Garmany, Netherarcs, United ¥ingdom, Russia
Fatiur France, Ruses, Canads, Garmany, Hungary Sutle Australls. Jouth Afica, SleTs Lacre

Germankem  Fussia, Unhied Kingdom, Chiva, Seiglum, Wsraine Taarium (spange] Russia, Japan, China, Kazskstan

imente South Aica, Austaila, Canada ‘vanadiem (femoanadium)  Suzsia, Canada, Ssighim, Ausine

ingium Canada, Russis, Frarce, Ray, China Wenmicuibe Zouth Africs, Crina

Kyante South Afica Zirconum

Ausiralia, Jouth Africa

from USGS Mineral Commodity Summaries

2007 U.S. NET IMPORT RELIANCE FOR
SELECTED NONFUEL MINERAL MATERIALS

ARSENIC (trioxide)
ASBESTOS

BAUKITE and ALLUMINA
CESIUM

FLUCRSPAR
GRAPHITE (natural)
INDIUIM

MANGANESE

MICA, sheet {natural)
NIZBIUM (columbium)
QUARTZ CRYSTAL (industrial)
RARE EARTHS
RUBIDIUM
STRONTIUM
TAMTALLM

THALLIUM

THORIUM

WANADIUM

YTTRIUM

GALLIUM

GEMSTONES
BISMUTH

PLATINUM

STONE {dimensicn)
DIAMOND {nstural industrial stone)
ANTIMONY

RHEMIUM

BARITE

TITANIUM MINERAL CONCENTRATES

FOTASH

TN

COBALT

FALLADIUM

TUNGSTEN

TITANIUM (sponge)
CHROMIUM

PEAT

ZINC

MAGNESIUM COMPOUNDS
BARNET (ndustrial)
SILICON {ferrosilicon)
EILVER

MAGNESIUM METAL
DIAMOND (dust, grit and powder)
MITROGEN (fixed), AMMONIA
WVERMICULITE

COPPER

MICA, scrap and flake (natural)
PERLITE

ALUMINUM

GYPSUM

SULFUR

PUMICE

SALT

CEMENT

MICKEL

PHOSPHATE ROCK
BROMINE

IROMN and STEEL

IRON and STEEL SLAG
LIME

Barcent

100
100
100
100
100
100
100
100
100
100
100
100

SERBEERYEEBEHSBURBARS

e

T3

Major Import Sources [200:3-06)"
China, Morocco, Hong Hong, Chis
Canada

Guinea, Jamaica, Ausifralia. Brazil
Canada

China, Mexico. South Africa, Mangolia
China, Mexico, Canada. Brazil

China, Japan. Canada. Beigum
South Africa, Gabon, Australia, China
Indiz, Belgium. China, Brazil

Brazil, Canada. Estonia, Germany
Brazil, Germany, Madagascar, Canada
Chinz, France, Japan, Rusziz

Auztralia, Brazil, China, Gemany

Russia, Netherlands, Beigium

United Kngdom, France

Czech Republic, Swaziand, Canada, Ausira
Chinz, Japan, Francs, Austria

China, Ukrane, Japan, Hungary

Israel, India, Belgium, South Afrca

Belgiurm, Mexice, China, United Kingdom
South &frica, United Kingdom, Germany, Canada
Italy. Turkey, China, Maxico

Botswana, Ireland, Namibia, South Africa
China, Mexico. Belgum

Chils, Geomany

Chinz, India

South Africa. Austrakia, Canada, Ukraine
Canada, Belarus, Russia. Germany

Peru, Belivia, China, Indonesia

Nonway, Russia. Finland, China

Russiz, South Africa, United Kingdom, Merway
China, Canada, Gemany, Portugal
Kazakhstan, Japan. Russia, Ukraine

South Africa. Kazakhstan, Russia, Zimbabwe
Canads

Canadsa, Peru, Mexico, Australia

Chinz, Canada. Austria, Australia

Australia, India, China, Canada

China, Venezus'a, Russia, Morwsy

Mexico, Canada, Pery, Chile

Canads, Russia, lsrael, China

China, Ireland. Russia, Ukraine

Trinidad and Tobago, Canads, Russia, Ukrans
South Africa, China

Chilz, Canada. Peru, Mexico

Canada, China, India, Finland

Greecs

Canada, Russia, Brazil. Venezuela

Canada, Mexico, Spain, Dominican Republic
Canada, Mexico, Venezuela

Greecs, ltaly, Turkey

Canada, Chile, The Bahamas, Mexico
Canada, China. Thailand. Republic of Korsa
Cansda, Russia. Norway, Australia

Morocco

|srael, United Kingdom

Canada, European Unicn, Mexico, Brazil
Canzds, laly, Francs, Japan

Canada, Mexico

tin descendlng order of IMport shane



Does DoD Buy Magnets for “Smart
Bombs” From China?

In April 2008, Senator Hillary Clinton made the following statements
concerning the closing of Indiana-based Magnequench:

“Right here, over 200 Hoosiers built parts that guided our military's smart bombs to
their targets,” the New York senator says.

“They were good jobs, but now they're gone to China. And now America's defense
relies on Chinese spare parts.

“A Chinese company bought the company, called Magnequench, and they wanted to
move the jobs to China.

“The jobs went to China, but so did the technology. And now the United States military
has to buy the magnets we need for the smart bombs we invented from China.”

GBU-32 JDAM
Joint Direct Attack Munition




Definitions for “Strategic” and “Critical
as Applied to Materials Are Varied

* In 1919 the Assistant Secretary of War prepared a list of
strategic materials, the “raw materials essential to the
prosecution of war, which cannot be procured In
sufficient quantities from domestic sources and for
which no domestic substitution has been found.”

* In the Strategic and Critical Materials Stockpiling Act,
(50 U.S.C § 187 98h-3) entitled, “Definitions”:

(1) The term “strategic and critical materials” means that

(A) would be needed to supply the military, industrial,
and essential civilian needs of the United States
during a national emergency, and

(B) are not found or produced in the United States In
sufficient quantities to meet such need.



Definitions Are Dependent Upon
the User and/or Application

* The President in a 1994 executive order defined
strategic materials as those that are:

— “(1) needed to supply the military, industrial, and
essential civilian needs of the United States during
national security emergency, and

— (2) are not found or produced in the United States
In sufficient quantities to meet such need and are
vulnerable to the termination or reduction of
availability.”

« The Department of Defense’s definition
describes strategic materials as those:

— “required for essential uses in a war emergency, the
procurement of which in adequate quantity, quality,
or time is sufficiently uncertain, for any reason, to
require prior provision of the supply thereof.”
(Dictionary of Military and Associated Terms, US
Department of Defense 2005)




Differentiation Between Strategic Materials and
Specialty Metals Can Be Challenging

 In 1941, the Berry Act (10 U.S.C §2533a) was established
requiring US Government to buy certain products from domestic
sources.

 In 1973, certain metals were given “special consideration”;
titanium and various steel and other metal alloys used by
defense contractors must be U.S.-made.

 InFY 2007 Congress moved the Specialty Metals out of the
Berry Amendment.

e Section 842 of P.L. 109-364, which enacted 10 U.S.C §2533b,
The Specialty Metals Amendment, lists the following metals as
“strategic materials critical to national security”:

— Specialty Steel (primarily Stainless Steel)

— Co- and Ni-based Super Alloys (and some magnets)
— Titanium and titanium alloys.

— Zirconium and zirconium base alloys



A DoD Strategic Materials Protection
Board Was Established

Public Law 109-364

John Warner National Defense Authorization Act for Fiscal Year 2007

SEC. 843. STRATEGIC MATERIALS PROTECTION BOARD.

(a) IN GENERAL.—Chapter 7 of Title 10, United States Code,
IS amended by adding at the end the following new section:

§ 187. Strategic Materials Protection Board
(a) ESTABLISHMENT.—(1) The Secretary of Defense shall
establish a Strategic Materials Protection Board.

Purpose of the Board:

The SMPB is to determine the need to provide a
long-term domestic supply of strategic materials
designated as critical to national security, and analyze the
risk associated with each material and the effect on
national defense that non-availability from a domestic
source would have.



Strategic Materials Protection Board
Responsibility Was Delegated to IP

Congress requires SECDEF to establish a
Strategic Materials Protection Board.

By memorandum dated May 4, 2007, SECDEF
delegated responsibility to the USD(AT&L) to
chair the Board.

On May 22, 2007, the USD(AT&L)
delegated to the DUSD(IP)
responsibility to act as the Board’s
Executive Secretary.

DUSD(IP) delegates responsibility
to SME’s in his Office.



The SMPB Developed Definitions
for Strategic and Critical Materials

Strategic Material is a material -
1) which is essential for important defense systems, and
technical” { 2) which is unique in the function it performs, and
3) for which there are no viable alternatives.

Material Critical to National Security (“Critical Material”)
IS a strategic material for which -

1) the Department of Defense dominates the market for the
material, and

businesst = 2) the Department’s full and active involvement and support are
necessary to sustain and shape the strategic direction of the

_  market, and
‘security _| 3) there is significant and unacceptable risk of supply disruption,
of supply” due to vulnerable U.S. or qualified non-U.S. suppliers.

—

Critical materials require a reliable domestic source.



“Standard” Materials Can Be
Strategic Materials

Definitions for strategic and critical materials have changed over time.

The concepts share two common elements: criticality of application
(uniqueness/lack of viable substitutes) and vulnerability of supply
(domestic sufficiency).

These factors do not always mesh well with other criteria, e.g. the terms
"rare" or "precious”.

Not all strategic materials are rare or precious, and not all precious or
rare materials are strategic. In fact, a strategic material may be relatively
commonplace in absolute terms.

For example: Steel armor
plate is a “strategic material”
because; it is essential, unique
In function, and due to cost
and other factors, there are no
viable alternatives.




What is your mental picture of
the Defense National Stockpile?
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The Stockpile Has Always Been a Top
Priority Within the US Government

OFFICIAL USE ONLY

in any event, no later thaa March 19.

Even in the midst of global crisis, strategic materials
remained on the President’s list of important issues.



Congress Recognized the “Value”
of the National Defense Stockplile

In FY1994, Congress authorized the sale of excess materials from the
Stockpile, the proceeds from which could be used for purposes other
than Stockpile business. Accumulated sales to date exceed $5.5 bhillion.

In the years between 1994 and 2005, many Congressionally-mandated
studies of the NDS were conducted. Most determined Stockpile needed
to be changed.

In FY 2006 Congress directed DoD to “determine whether the National
Defense Stockpile should be reconfigured to adapt to current world
market conditions to ensure future availability of material required for
defense needs.” (House Report 109-89)

Interim report submitted to Congress in August 2006 recommended a
detailed independent study, Congressional tasking not completed.

National Materials Advisory Board (National Academy of Sciences)
completed a review of the stockpile in October 2007 and recommended
the NDS should be reconfigured.

In 2008 NDAA, Congress again tasked DoD to examine NDS (Page 189
of Senate Report 110-155).


Presenter
Presentation Notes
In 1993 after the end of the Cold War, a change in philosophy shifted the  focus from storing material for future government  needs, to a commercial mind-set to sell off the Stockpile inventory –”just in time inventory”. 

Change in focus has implications on

Defense,  industrial, civilian applications

From FY93 to FY05 approximately $3.7 billion paid into Congressional Mandated accounts from revenues generated by Stockpile sales 




SMPB Was Asked to Complete
Certain Congressional Taskings

o Title XXXIIl of House Report 109-89

(National Defense Stockpile)

— areview of the current policy to dispose of material in the
National Defense Stockpile (NDS) and

— recommendations regarding reconfiguration of the NDS to
adapt to current world market conditions to ensure future
availability of materials required for defense needs.

 Page 189 of Senate Report 110-155

(Strategic and Critical Materials)

— “the materials critical to the strategic defense interests of
the United States, the domestic suppliers of those materials
and their reliance on foreign sources of production, efforts by
foreign countries to stockpile critical materials, and the steps that
are being taken to ensure that strategic and critical materials
not produced domestically will be available to support the
defense needs of the United States during a protracted conflict.”



Strategic & Critical Materials Working
Group Was Established in 2008

To ensure consistency for the various Department
activities and reporting requirements related to strategic
materials, the SMPB Executive Secretary formed the
Strategic and Critical Materials Working Group.

« Established/Chaired by OD(IP)

o Administrator of the Defense National
Stockpile Center is Executive Secretary

« Members from:
« OD(IP)
« DLA/DNSC
 Army, Navy, Air Force, Marine Corps, J-8
 USGS, DOC-ITA



= The Working Group Helped Assemble a
y “DoD List of Strategic Materials”

The Working Group developed a repeatable process for
compiling the Department’s list of strategic materials.

Weapons systems were “deconstructed” down to basic
materials.

Input was gathered from a variety of sources; the
Services, DLA, DCMA, IDA, USGS, DOC, etc.

Institute for Defense Analysis developed a set of “filters”
to determine “vulnerabilities”.

The results of “filtering” are to
be used to examine the risks
associated with materials and
guide application of mitigation
strategies to ensure availability
of required materials.

o R I
[ = o




A Variety of Criteria Were Explored to
Create a List of Strategic Materials

T“%PA;O -Esl)VFI)LlLO TOP10 | piskiest |  PSD1 Specialty DNSC
MATERIAL “DOD MCR Metals Suspended
CAUSED CAUSE DEMAND” 6 Shortages Studies Sales
DELAYS” DELAYS”

Steel:

° ° ° ° ° ) )
Manganese
Aluminum ) ) ) )
Titanium ) ) ) ) ° )
Nickel ) ) ) ) ° )
Copper ° ° ° °
Super Alloys: o ° o o ° °
Nickel & Cobalt
Zinc ° ° ° °
Germanium ° ° ° °
Tin ° ) ° °
Chromium ° ) ° ° ) ° °
Vanadium )
Molybdenum ° ° °
Tungsten ° [ ) )
Niobium ° °

137 39? 1287?



A Simplified Repeatable Process for Ensuring the
Supply of Strategic Materials Was Developed

Services ldentify Vulnerable
Platforms/Weapons

\ 4

A List of Strategic Materials
is Developed

\ 4

List of Materials is “Filtered”
for Supply Chain Risks

\ 4

Mitigation Strategies are
Selected and Applied

\ 4 \ 4 \ 4 \4

Stockpile Virtual Strategic Buffer Increase
Inventory Stockpile Sourcing Stock Capacity




=2 The Process is the Basis for a Strategic
Materials Risk Management Program

Risk Management Generally Includes Four
Fundamental Principles:

IDENTIFY
STUDY
WATCH
ACT



Z% % Reconfiguration of the Stockplile Is
N4 Being Pursued

) o, 7
Stargs of b8

* |nitiatives being considered are:

— Reconfigure the NDS into the Strategic
Materials Security Program

— Grant the SMSP broad programmatic
flexibility

— Modify the current policy to dispose of
materials in the NDS

— Enhance the acquisition authority to employ
risk mitigation strategies

— Consider the need to augment the Transaction
Fund with an annual appropriation

A legislative package is being drafted.



What is the Vision for the
New Stockpile?




Summary

. OD (IP) is the keeper/watcher of the Defense industrial
base.

« The SMPB and Working Group were established to
address DoD’s strategic and critical materials issues.

o Definitions rule! The pen is mightier than the sword!
(ask me later about acquisition regulations)

 The Department is interested in managing risks with
respect to the supply of essential materials.

« A transformed Stockpile could take advantage of many
new materials management approaches and thus better
ensure the availability of required materials.

« Risk mitigation with respect to strategic materials must
be considered at ALL stages of product development!



	Slide Number 1
	Outline
	OD (IP) is Part of OUSD(AT&L)
	What is OD(IP)’s Role Within OSD?
	Slide Number 5
	What are the reasons behind the recent interest in strategic and critical materials?
	Metal Prices Recently Skyrocketed
	Some Materials Experienced         5 to 10 Fold Increases in Price
	Major Raw Material Supply Disruptions Have Occurred in the Recent Past
	The Global Materials Landscape is Changing
	Steel Production Capacity is Increasing More Rapidly in Developing Countries 
	In the Past, US Import Reliance Was of Little Concern
	US Reliance on Imports is Expanding at an Accelerated Rate
	Does DoD Buy Magnets for “Smart Bombs” From China?
	Definitions for “Strategic” and “Critical” as Applied to Materials Are Varied
	Definitions Are Dependent Upon the User and/or Application
	Differentiation Between Strategic Materials and Specialty Metals Can Be Challenging
	Public Law 109–364 �John Warner National Defense Authorization Act for Fiscal Year 2007
	Strategic Materials Protection Board Responsibility Was Delegated to IP
	The SMPB Developed Definitions for Strategic and Critical Materials
	“Standard” Materials Can Be Strategic Materials
	What is your mental picture of the Defense National Stockpile?
	Slide Number 23
	Slide Number 24
	Obsolete Materials?
	The Stockpile Has Always Been a Top Priority Within the US Government  
	Slide Number 27
	SMPB Was Asked to Complete Certain Congressional Taskings
	Strategic & Critical Materials Working Group Was Established in 2008
	The Working Group Helped Assemble a “DoD List of Strategic Materials”
	A Variety of Criteria Were Explored to Create a List of Strategic Materials
	A Simplified Repeatable Process for Ensuring the Supply of Strategic Materials Was Developed
	The Process is the Basis for a Strategic Materials Risk Management Program
	Reconfiguration of the Stockpile is Being Pursued
	What is the Vision for the �New Stockpile?
	Summary

