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I. INTRODUCTION

1. An account of previous consideration by the Special Committee on the Situation
with regard to the Implementation of the Declaration on the Granting of Independence
to Colonial Countries and Peoples of the activities of foreign economic and other
interests in colonial Territories is contained in the reports of the Special
Committee to the General Assembly at its nineteenth to twenty-fifth sessions. ;J

2o On 14 Decemher 1970, following its consideration of the report of the Special
Committee, the General Assembly adopted resolution 2703 (XXV) entitled

"pctivities of foreign eccnomic and other interests which are impeding

the implementation of the Declaration on the Granting of Independence to Colonial
Countries and Peoples in Southern Rhodesia, Namibia and Territories under
Portuguese domination and in all other Territories under colonial domination and
efforts to eliminate colonialism, apartheid and racial discrimination in southern
Africa". Paragraphs 3 to 14 of the resolution read as follows:

"The General Assembly,

"3. Affirms that foreign economic, financial end other interests
operating in colonial Territories constitute a major obstacle to political
independence as well as to the enjoyment of the natural resources of those
Territories by the indigenous inhabitants;-

"4, Declares that any administering Power, by depriving the colonial
pe0p1es of the exercise of their rights or by subordinating them to foreign
€conomic and financial interests, violates the obligations it has assumed
under Chapters XI and XII of the Chirter of the United Nations

"5. Condemns the present activities, and operating methods of foregign
economic and other interests in the Terrltorles under colonial domination;

"6, Condemns in particular the construction of the Cabora Bassa project,
which is contrary to the vital interests of the people of Mozambique and
represents a plot designed to perpetuate the domination, exploitation and
oppression of the peoples of this part of Africa by the Government of Portugal
and the minority racist régimes of South Afriba and Southern Rhode31a, and
which would lead to international tensions

1/ Offici~l Records.of the General Assembly, Nineteenth Session, Annexes,
annex No. .15 (A/58L0); ibid., Twentieth Session., Amnexes, addendum to agenda
item 23, document A/6000/Rev.l; ibid., Twenty-first Sessicn, Annexes, addendum to
agenda item 23, document A/6300/Rev.1; ibid., Twenty-second Session, Annexes,
addendum to agenda item 24, document A/6868/Add.1; ibid., Twenty-third Session,
Annexes, agenda itemn 68, document A/7320 and Add.l; ibid., Twenty-fourth Session,
Supplement No. 23 A (A/7623/Rev.1/Add.1); ibid,, Twenty~fifth Session,
Supplement No. 23 A (A/8023/Rev.1/Add.1l).
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"T. Requests the colonial Powers and States concerned, whose companies
are participants in the construction of the Cabora Bassa project, to withdraw
their support from the scheme and put an end to the participation of their
companies in the project;

"8, Calls upon the administering Powers to abolish the discriminatory
and unjust system of wages applied to the inhabitants of the Territories under
their administration and in all other Territories under colonial and racist
régimes, notably in southern Africa, and to apply one system of wages to all
the inhabitants without sny discrimination;

"9, Reguests the colonial lowers and States concerned to take
legislative, administrative and other measures in respect of their nationals
who own and operate enterprises in colonial Territories, particularly in
Namibia, Southern Rhodesia and the Territories under Portuguese administration,
in order to put a stop to their activities which are detrimental to the
interests of the inhabitants of the Territories;

"10. Requests all States to take effective measures to stop the supply of
funds and other forms of assistance, including military equipment, to colonial
régimes that use such assistance to repress the national liberation movements;

"11. Requests the colonial Powers and States concerned, whose companies
and nationals are engaged in such activities, to comply fully with the
provisions of General Assembly resolutions 2288 (XXII) of T December 1967,
2425 (XXIII) of 18 December 1968 and 2554 (XXIV) of 12 December 1969, and also
to adopt effective measures to prevent new investments, particularly in
southern Africa, which run counter to the above-mentioned resolutions;

"12, Deplores the attitude of the colonial Powers and States concerned
which have not taken any action to implement the relevant provisions of the
resolutions of the General Assembly;

"13. Requests the Special Committee to continue to study this question and
to report thereon to the General Assembly at its twenty-sixth session;

"14, Reguests the Secretary-General to use all the facilities at his
disposal to render assistance to the Special Committee in the pursuit of this
study."”



II. CONSIDERATION BY THE SPECIAL COMMITTEE

3. At its 78hth mezting, on 25 March 1971, the Special Committee, by adopting the
fifty-eighth report of the Working Group (A/AC 109/L.687), decided to take up, as a
separate item, the item entitled "Activities of foreign economic and other interests
which are impeding the 1mp1ementatlon of the Declaration on the Granting of
Independence to Colonial Countries and Peoples in Southern Rhodesia, Namibia and
Territories under Portuguese domination and in all other Territories under colonial
domination and efforts to eliminate colonialism, apartheid and racial d1scr1m1nat10n
in southern Africa". The Committee also decided to refer the item to

Sub-Committec I for consideration and report.

4k, The Spzcial Committee considered the item at its 829th meeting, on 13 October.

5. In its consideration of the item, the Special Committee took into account the
relevant provisions of General Assembly resolutions 2621 (XXV) of 12 October 1970,
containing the programme of action for the full implementation of the Declaration
on the Granting of Independence to Colonial Countries and Peoples; 2708 (XXV) of
14 December 1970, concerning the question of the implementation of the Declaration
on the Granting of Indem=ndence to Colonial Countries and Peoples; and other
resolutions of the General Assembly, particularly resolution 2703 (XXV) of

14 December 1970 concerning the item. The Special Committee also took into account
the report of the Ad Hoc Group established by the Special Committee at its

789th meeting on T April 1971 (A/8423/Add.l, annex), as well as the reports of its
delegations of observers to the Assembly of the World Peace Council

(A/8423 (part I)) and to the special meeting of the Afro-Asian Peoples' Solidarity
Organization (aAPSO) (A/AC.109/PV.80T).

6. At i%s 829th meeting, on 15 October, the Rapporteur of Sub-Committee I, in a
statement to the Special Committee (A/AC.109/PV.829) introduced the report of the
Sub=-Committee on this item {see annex to the present chapter). The Sub-Committee's
report included five working papers prepared by the Secretariat at the request of
the Sub-Co.umittee, which contained information on economic conditions with
particular reference to foreign economic interests in a number of Territories.

T. At the same meeting, following statements by the representatives of the Union
of Soviet Socialist Republics, the Ivory Coast, Mali, Venezuela, Madagascar and
‘Sweden (A/AC.109/FV.829), the Special Committee adopted the report of
Sub-Committee I without objection, and endorsed the conclusions and recommendatlons
contained therein, it being understood that the reservations expressed by certain
members would be reflected in the record of the meeting. These conclusions and
recommendations are set out in paragrapk 8 below.



IIT. DECISIONS OF THE SPECIAL COMMITTEE

8. The text of the conclusions and recommendations adopted by the Special
Committee at its 829tk meeting, on 15 October, to which reference is made in
paragraph T above, is reproduced below:

(a) . Conclusions

(1) On the basis of its study of the activities of foreign economic and other
interests in Namibia, the Territories under Portuguese domination, Southern
Rhodesia and other colonial Territories during the year under review, the Special
Committerc on the Situation with regard to the Tmplementation of the Declaration on
the Granting of Independence to Colonial Countries and Peoples notes with grave
concern that colcnial Powers and States whose ccripanies and nationals are engaged
in such activities have failed to implement fully the relevant resolutions of the
General Assembly, in particular paragraph 4 of the programme of action for the full
implementation of the Declaration on the Granting of Independence to Colonial
Countries and Peoples embodied in resolution 2621 (XXV) of 12 October 1970, and
paragraphs T and 9 of resolution 2703 (XXV) of 1li December 1970. No legislative,
administrative or other measures have been taken to put an end to, or to restrain
the activities of, their nationals and companies in the Territories. Those
activities have continued to be detrimental to the interests of the indigenous
peoples.

(2) The Special Committee's study of the economic conditions prevailing in the
Territories shows that the common characteristics of activities of foreign economic
interests in these Territories have remained unchanged, particularly in the
Territories in southern Africa. The monopolies and other foreign concerns operating
in these Territories are guided solely by their own interests, and the support which
they give to the colonialist and minority racist régimes has actuaily increased.
Foreign monopolies continue to follow economic and financisl policies without regard
to the legitimate interests of the inhabitants of the Territories. They continue to
develop only those economic sectors which yield the highest profits and to
manipulate sgricultural preduction by putting emphasis on export crops, thus
reducing the Territories to the role of supplier of agricultural products and raw
materials to the metropolitan and other ccuntries. Their high profits are
attributable to the special privileges granted them by the colonial administrations
and to the gxistence of a policy of racial discrimination, particularly in the
Territories of southern Africa, The African labourers ccntinue to receive wages
several times lower than those of non-indigenous workers and have no social
security benefits, The monopolies, in collaboration with the colonial Powers,
have continued to stifle trade union cctivities and labour novenents. The high
profits earned by foreign nonopolies have continued to be expatriatced to the
metropolitan Powers or to remein in the hands of the exploitative ninority of
foreign settlers. No such profits are invested for the im.roverent of the economic
and social conditions of the indipenous:peoples. The momk “»lies supply the colonial
régimes with funds and other forms of assistance, includiug military aid, with the
aim of liquidating the national liberation movements,
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(3) The Special Committee's study proves that in the large African Territories
of Namibia, Angola, Mozambique and Scuthern Rhodesia the major feature in the
presen* process of expansion of foreign economic interests is the creation with the
assistance of big monopolies controlled from the United Kingdom, the United States,
France, the Federal Republic of Germany and Japan, of a new military and
pars~-military industrial complex under the aegis of South Africa which is
penetrating deeply into neighbouring Territories of southern Africa, The outward
economic thrust is taking pluce, inter alia, at the two main growth points - the
4,000 megawatt Cabora Bassa Dam already under construction on the Zambezi River and
Lhe 2,000 megawatt Cunene scheme on the Cunene River in southern Angola, in which
South African financial interests are playing a major role.

(4) In its previous report, the Special Committee noted further developments
connected with the Cabora Bassa project, in particular the awarding of a contract
for the construction of the project to the Zamco-Zambeze Conséreio Hidroeléetrico,

a consortium headed by Scuth African interests and comprising 17 companies, mostly
from the Federal Republic of Germany, France and South Africa. The information
provided by the Secretariat 1ndlcates that despite the condemnation by the General
Assembly of the construction of the Cabora Bassa project, work connected with it
during the year under review has been greatly expanded. The principal authority for
this project, the Cabinete do Plano do Zambezi, which has responsibility for
supervising the Cabora Bassa project, as well as studies in connexion with the
Zambezi Valley master plan, was created in 1970. Several new firms are involved
directly or indirectly, including interests from South Africa, the United Kingdom of
Great Britain and Northern Ireland and the United States of America, and some firms
already involved in the project have been awarded additional contracts in connexion
with the scheme. At the present time, five British concerns are participating in
the project, including Barclay's Bank D:C.0. and Imperial Chemical Industries’ (ICI),
which are closely connected with South African financial' interests. As a result of
the new development, South African firms are responsible for about two thirds, in
terms of value, of the contracts, connected with the seheme. The request addressed
by the General Assembly to the colonial Powers and States whose companies are
participants in the construction of the Cabora Bassa project to withdraw their
support from the scheme has been ignored., adn foreign interests from France, the
Federal Republic of Germany, South Africa, the United Kingdom, the United States
and Canada continue to support the construction of the dam.

(5) The Special Committee, having reviewed new developments in regard to the
Cabore Bassa project, reaffirms its previous conclusions concerning the project,
namely: (a) The aim of Portugal and the minority racist régimes in southern
Africa in undertaking the project with the help of some foreign monopolies is to
oppress even more the indigenous inhabitants and to bring to a halt the national
liberation struggle of the people, not only of Mozembique but also of Angola,
Zimbabwe and Namibiaj; (b) the project is designed to enable Portugal and the other
minority racist régimes in southern Africa to bring more than 1 million settlers o
the area who will contribute directly to the war apalnst the people 5f the
Terrltorles, (c) the project will strengthen the economic base f the minority

racist régines in southern Africa, as well as white supremacy iu that region;

(d) the project will have grave negative political implications not only for the
independent and colonial countries of southern Africa but for the continent as a
whole, and will lead to international tensions and discord; (e) the Special
Committee finds that any foreign participation in the scheme is tantamount to the
strengthening of the oppressive minority racist régimes in southern Africa.



(6) The Special Committee also draws attention to the fact that during the
past year, new developr=nts concerning the Cunene River Basin scheme in Angola,
which has the same purj.ose of consolidating and strengthening further control of
colonialist and racist minority régimes over the colonial Territories of southern
Africa, have taken place. Following the agreement with South Africa on the scheme,
which comprises a total of 28 projects including the building of dams and hydro-
electric stations, Portugal set up the Office of the Cunene River Development
Plan, to be responsible for the implementation of the obligations undertaken under
the agreement, and work is actually under way on some of the above-mentioned
projects. The electricity from this project is intended to feed mainly the mining
industrial complexes in Namibia owned by companies from the United States, the
Federal Republic of Germany, Canada and the United Kingdom. In addition to this,
the project involves bringing between 500,000 and 1 million European settlers
intc Namibia and Angola.

(7) The Special Committee notes with appreciation that the representatives of
the national liberation movements provided the Ad Hoc Group of the Special Committee
with valuable information concerning the operation of the huge economic and
financial interests from the United States, the United Kingdom, France, Canada,
the Federal Republic of Germany, South Africa and Japan in Angola, Mozambique,
Namibia and Southern Rhodesia. The representatives pointed out that in Namibia
foreign companies have been granted thousands of square miles of concession rights
to explore for oil and base minerals. In the Territories under Portuguese
domination, Portugal has continued to make it easy for powerful imperialist
economic interests to establish themselves in the Territories so that their fate
will be bound with that of Fortuguese colonialism. In Southern Rhodesia the
private sector of the economy is still almost wholly dominated by foreign economic
and other interests with the co-operation and support of the illegal régime.

Six of the ten major companies in the Territory are entirely South African-owned.
The total impact of certain setbacks in the economy caused by economic sanctions
has Been offset by the expansion of the mining industry by Japanese and South
African financial interests. The representatives of lileration movements have been
unanimous in the opinion that both the Cabora Bassa and Cunene River projects,

in which South Africa is taking a leading part, are military-economic projects
which form part of South Africa's aggressive policy against the liberation movement
in southern Africa and against neighbouring independent States. These projects
have been condemned as a further commitment and involvement of the imperialist
Powers in defence of the racist and colonialist régimes of southern Africa. Once
these schemes are completed, the colonialist hold over the region will be further
consolidated and strenghtened and military and political presence will be
established to protect them.

(8) The Special Committee notes with satisfaction that protest campaigns
against the involvement of foreign economic interests in the exploitation of the
colonial Territorier have taken place during the past year .all over the world.
Prominent among these groups have been the United Church of Christ, the
Prebyterian Church, the Southern Africa Committee and the American Committee on
Africa, which have protested against the involvement of the Gulf Oil Company in
t.e exploitation of Angolan oil. The Special Committee further notes with
satisfaction that during April 1971, several members of the United States Congress
announced their support for these protest campaigns. Several other campaigns
have been directed against the participation of the General Electric Company in
the Cabora Bassa project. During the same month, Barclay's Bank came under heavy
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attack from members of the Dambusters Mobilizing Committee for its involvement in
the project.’ Other protests have been registered in Canada against the
participation of two Canadian companies - the Aluminum Company of Canada and the
Reynolds Company - in the Cabora Bassa project.

(9)' Information on the situation in the Territories in the Caribbean and.
Pacific Czcan areas shows that big multinational corporations are depriving the
indigenous peoples of their rights to the wealth of their countries. In spite of
the appeal by the General Assembly, the administering Powers have failed to put
restrictions on the sale ‘of land to foreigners, and the loss of ownership of land
by the inhabitants of the Territories has continued to be the most obvious
consequence of this practice in the region.

(b) Recommendations

The Special Committee on the Situation with regard to the Implementation of
the Declaration on the Granting of Independéence to Colonial Countries and Peoples:

(1) Reaffirms once again that foreign economic, financial and other
interests, as they are continuing to operate in the colonial Territories,
constitute a major obstacle in the way of political independence as well as social
and economic Justice for the indigenous pe ple;

(2) Strongly condemns the present activities and operating methods of those
foreign economic and other interests in the Territories under colonialist
domination which are designed tca keep the colonial peoples subjugated and to
thwart their efforts and initiatives toward independence;

(3) Reaffirms the inalienable right of the indigenous population of the
Terrstories over their natural resources and their right to enjoy the benefits
thereof';

() condemns the colonialist Powers and States which give their active
support to foreign economic and other interests engaged in exploiting the natural
and human resources of the Territories without regard to the welfare of the
indigenous peoples, and depriving them of the means of stabilizing their economies
and achieveing independence;

(5) Strongly condemns the construciion of the Cabora Bassa project in
Mozambique and the Cunene River Basin project in Angola as being designed to
strengthen and perpetuate colonialist znd racist domination over the Territories
of southern Africa and fraught with serious implications for international peace
and security in Africa;

(6) Condemns the positions of the Governments of Portugal, South Africa,
the United Kingdom, the United States, the Federal Republic of Germany, France,
Canada and other States which have failed to prevent their nationals and companies
from participating in the Cabora Bassa and the Cunene River Basin projects, and
urges these Governments to withdraw their support from the projects and put an
end to participation by companies or individuals of their nationality ir those
projects;

(7) Reiterates its urgent request that the colonial Powers and States
concerned should take legislative, administrative and other measures in respect
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of their companies and nationals wiho own and operate enterprises in the colonial
Territories, particularly in Namibia, Southern Rhodesia and the Territories under
Portuguese domination, to put an end to their activities which are detrimental to
the interests of the inhabitants of the Territories;

(8) Requests the Secretary-General to give the widest publicity possible to
the information on the pernicious activities of foreign economic and other
‘interests in Southern Rhodesia, Namibia, the Territories under Portuguese
domination and all cother colonial Territories, and to the decisions of the General
Assembly taken in connexion with these attivities;

(9) Requests once again the colonial Powers and States concerned to comply
fully with the provisions of General Assembly resolutions 2621 (XXV) and
2703 (XXV) as well as those of previous relevant resolutions of the General
Assembly and also to adopt effective measures to prevent new investments,
particularly in southern Africa, which are contrary to the above-mentioned
resolutions.



ANNEX*
REPORT OF THE SUB~-COMMITTEE I

Rapporteur: Mr. E, Weidi N. NWASAKAFYUKA (United Republic of Tanzania)

A. Consideration by the Sub-Committee

3. The Sub-Committee considered an item entitled "Activities of foreign economic
and other interests which are impeding the implementation of the Declaration on the
Granting of Independence to Colonial Countries and Peoples in Southern Rhodesia,
Nemibiae and Territories under Portuguese domination and in all other Territories
under colonial domination and efforts to eliminate colonialism, apartheid and
racial discrimination in southern Africa" at its 98th-100th meetings, held between
17 August and 8 October 1971 (see A/AC.109/5C.2/SR.98-100).

L, The Sub-Committee had before it working papers prepared by theé Secretariat on
economic conditions with particular reference to foreign economic interests in the
following Territories: Namibia, Territories under Portuguese administration,
Southexrn Rhodesia, Bahamas, Bermuda, British Virgin Islands, Cayman Islands, Turks
and Cajcos Islands, and Papua and the Trust Territory of New Guinea (see .
appendices I-V tc this report). It also had relevant information contained in the
economic sections of the general working papers prepared by the Secretariat on
various Territories, as well as a petition submitted by Mr. Donald J. Wilson,
Secretary for Race Relations, the United Presbyterian Church in the United States
(A/AC.109/PET.1186). Additional information was contained in a statement by

Mr. Jack Seaton representing an organization called Project Mozambique, Canada,
heard by the Special Committee on 1 July 1971 (A/AC.109/PV.806).

5. In formulating its conclusions and recommendations on the item under
consideration, the Sub-Committee took into account additional information provided
by its members, as well as the information contained in the report of the Ad Hoc
Group established by the Special Committee a/ and in the reports of its delegation
of observers to the Assembly of the World Peace Council, held in Budapest, Hungary,
in May 1971 b/ and to the special meeting of the Afro-Asian Peoples' Solidarity
Organization (AAPSO) held in Damascus, Syria, in June 1971 (A/AC.109/PV.80T).

B. Adoption of the report

6. Having considered the item concerning the activities of foreign economic and
other interests in colonial Territories, and having studied the documents and other
information available to it, the Sub-Committee adopted conclusions and
recommendations ¢/ on the item at its 100th meeting, on 8 October 1971. The
Sub-Committee adopted the present report at the same meeting.

*  Previously issued under the symbol A/AC.109/L.Th9.
a/ A/8423/Add.1, ennex.
b/ A/8423 (Part I).

¢/ 'The conclusions and recommendations submitted by Sub~-Committee I for
consiE@catiog by the Special Committee were adopted by the latter body without
modificat®on. They are reproduced in the report of the Special Committee (see
. paragraph’ 8 above). -
Qe
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INTRODUCTION

1. The present working paper supplements previous studies on the economy of
Namibia which the Secretarist prepared for Sub-Committee I in 1964, 1967, 1968,
1969 and 1970 and which are reproduced in the reports of the Special Committee

to the General Assembly for the years mentioned. g/ The purpose of the present
paper is to update those earlier studies by furnishing new information on the main
sectors of the economy in which there is foreign investment.

2. As in past years, the task of the Secretariat in preparing this study was
complicated by a lack of official economic information on the Territory, particularly
information of a statistical nature. This lack is partly due to the attitude of

the South African authorities, who in 1969 prohibited the release of official
information concerning mining production and investment in Namibia. It is also

due to the progressive integration of Namibian services with those of South Africa.

3. Because of the difficulty in obtaining current official data concerning the
Namibian economy, this study is largely based on company reports and information
from unofficial sources, consisting mainly of newspaper reports. The information
reveals, among other things, that Namibia continues to attract large amounts of
investment capital from South Africa and other foreign sources. Most of this
investment is, however, being used for the development of extractive industries,
namely mining and fishing, and will therefore not result in any significant change-
in the basic structure of the economy as it has been previously described.

4. The Namibian economy as a whole remains in the hands of foreign-owned
enterprlses in all of its three pr1n01pal sectors: mining, fishing and stock
raising.

A. MINING

1. General
5. Mining remains the dominant and fastest growing sector of Namibia's economy.
It is estimated that diemonds still account for more than half the total value

of the Territory's exports.  However, the production of and search for other
minerals continues to expand and to attract large-scale capital investment from

a/ Jor the most recent, see Official Records of the General Assembly,
Twenty-fourth Session, Supplement Ho. 23 A (&/7623/Rev.1/Add.17, annend1i~1 and
ibid., Twenty-fifth Session, Supplement No. 23 A (A/8023/Rev.1/Add.l;, appendix I,

A
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South African and overseas sources. It is still not possible to provide a detailed
account of mining activities in Namibia, partly because of the prohibition on the
releasc of official information, and partly because separate statistics of
Namibia's foreign trade have not been published since 1966. In that year, the /
combined value of =sxports and local sales of minerals amounted to R127.1 million~ ,
equal to over 50 per cent of the Territory's gross domestic product. The value

of individual minerals was as follows: diamonds, R84.7 million, or over

66 per cent of the total; blister copper, R19.2 million, or 15 per cent of the
total; and refined lead, R12.3 million, or 10 per cent of the total. The remaining
8 per cent (R10.9 million) was made up of sal s of zinc, vanadium, tantalite,
caesium ore (pollucite) and lithium materials. At the end of that year, a

total of thirty companies and individuals were engaged in mining, the two most
important being the Consolidated Diamond Mines of South West Afiica, Ltd. and the
Tsumeb Corporation, Ltd. which together accounted for over 90 per cent of mineral
prodnetion end which are still the leading companies.

6. The annual report of the Association of Mining Companies, published in
March 1971, stated that current falling vrices for base minerals could affect
the developrient of new mines in the Territory and even lead, eventnalily, to the
closure of the lower-grade mines; that prospecting was already hindered by
anomalies in the Territory's "Mining Law'"; and that prescribed conditions

of mining in the "homelands" rendered the cost of exploration in those areas
almost prohibitive. The report also mentioned a serious shcrtage of vhite
labour in the Territory. This situation was described as "worsening".

7. It should be noted that, as a result of a policy of "job reservation" pursued
by both the South African and "South West African" Governments, Africans are

never employed as 'qualified" miners cven when, as in the case of the Klein Aub
and QOamites operations mentioned below, the mines are located within the so-called
"homelands".

2. Diamonds

Consolidated Diamond Mines of South West Africa, Ltd. (CDM)

8. Diamnond mining continues to be the most important wmining activity, accounting
for approximately 60 per cent of the total value of mineral production. The
industry is dominated by the Consolidated Diamond Mines of South West Africa, Ltd.
(cDM), a subsidiary of De Beers Consolidated Mines, Ltd. of South Africa, and

the largest producer of gem diamonds in the world. Through direct and indirect
ownership of large shareholdings, a major interest in De Beers Consolidated
Mines, Ltd. is owned by the Anglo-American Corporation of South Africa, in which
De Beers itself owns an important shareholding. The two companies have a coinmon
chairman and De Beers also possesses interests in a number of companies in the
Anglo-American group. c/

t/ One rand equele $US 1.40

¢/ For further details of ownership, see Official Records of the General
Assembly, Nineteenth Session, Annexes, annex io. 15 (A/5340).
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9. CDM produces over 95 per cent of the total diamonds mined in the Territory.
In 1970, the company's net profit after tax smounted to R33.8 million, a drop
of 31.7 per cent compared with 1969, when net taxed profit was R52.8 millior.
Net. profit in 1968 h2d amounted to R46.5 million. Production of dismonds from
the company's own concession aren, covering 10,259 square miles in the southern
part of the Territory, amountei to 1.7 million carats in 1969, the latest year
for which figures are available,

10. The foreshore of the concession erea leased hy CDM Ffrom 1967 until the end

of 1970 from its oaTsxd*ary, the Marine Diamond Corporation, yielded an

additional 125,000 carats in 1969, a decreasc of 25,000 carats fiom 1968, owing to
a fall in grade. No off-shore mining took place in the Marine Diamond arez

during 1970, it having been determined that the known uniersea reserves had been
50 depleted as to make further immediete mining unfeasible.

1). Dredging operations continued in the Hottentots Bay ares of the concession
held by Tidal Diamonds (SWA) (Pty.) Itd. in which CDM has a S per cent interest.
A total of 203,000 carats was recovered in 1969.

12. In March 1971, it was announced thet CDM would cease all off-shore operations
in Arril as well as discontinuing foresinore operations in the area leased from
the Merine Diamond Corporation.

1
13. In his annual statement for the year 1969, the Chairman of De Beers
Consolidated Mincs, Itd. stated that its subsidiary, CDM, had protested to the
South African Minicter of Finance over the fact that its mining taxes hed been
innreased by R2.T million wiiout nrior consultation and vas awaiting the
Minister's reply. The report staied:

"It has always been argued by the Consolidated Diamond Mincs on the
basis of an agreement made in 1913 between the German Imperial Colonial
Office and the Deutsche Koloniale Gesellschaft, to which the Consolidated
Diamond Mines' wholly-owned subsidiary The South West Finance Corporstion
ie successor in title, that the Administration is bound not to increase
diamond mining taxation in South West Africa without the company's
consent."

On this basis it was contended that, at the very least, a consultation was
calied for tefore anv change in taxation. The increase arose from the fact
that, for the first time, the South African loan levy of ! 1/2 per cent was

applied to CDii, thus raising the effective rate of mining tax Trom 45 to
49 1/2 per cent.

14, Prospecting for diamonds continued during the period under review. In
January 1970, CDM announced that promising newv deposits of conglomerate dilamonds
had been found within the concession area and that a full-scale prospecting
operation was uuder way to determine whether exploitation would be justified.

Strathmore Diamonds, Ltd.

Y

15. The only other major company carrying on diamond operatinns in the” Territory
is Strathmore Diamonds, Ltd., a subsidiary of the Strathmore Service and Finance
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a/

Corporation of wouth Africa. As previously reported,~ this company hed
anrouncad, at the end of 1969, its decision to erect a Rl millior. diamond
separation plant in its prospecting concession area, & three-mile strip of
coantline bordered by the Hoanid River in the north and the Unjab River in the
south. Tn Hay 1970, it was reported that prospecting for alluvial diamonds was
continuing, and that construction of the separation plant had commenced.

3. Metals

16. In cccent years, the greatest rrowth in the mining sector hes taken place
with regerd to base metals, primarily cepper. Although base metals still account
for only 40 per cent of the total value of mineral production, copper has
increased in value and output so thal it now occupies a position second only to
diamonds. The abandomment of prospecting oy the Anglovaal company early in 1971,
s described below, was consider-31 a serious sctback, hut it i3 nevertheless
believed that the Territory may yet come to occupy a place in the forefront of
world copper production. Frospecting by variocus comparies continues to reveal
further extensive deposits of minerals some of which, such as uranium, have

not previously been mined in the Territovy.

17. There is no current information as to the total value of mineral production

in the Territory, the reportz of the 'inistry of Mines being kept secret, as
mentioned above. Accordinc to the Insmector of Mines of "South West Africa",
however, mineral sales reached record levels in 1969. and were zttributable largely
to increased production of minerals other than dismonds. The available infermation
concerrning metal procducticn in the Territory during 1970, 2= well as thet
concerning the export of metals to a number of countrics is set out in the two
tables below: :

Metal production in Namibisn, 19702/

(metric tong)

Metal : January-liarch April-June July-Scyrtember
Cadmium - 51 L7 522/
Tin 180 180 -
January-~June July Aupgust
copper/ 11,200 1,300 2,200
Lead 37,000 i, 400 i ,600
Lead (refined) 32,800 5,300 4,400
Zine | 19,400 2,400 2,500
a/  From World Metal Statistics, December 1970.
v/ Estimates.

|

P —— ]

d/ See ibid., Twenty-fifth Session, Supplewent No. 23 (4/8023/Rev.l),
ecray. VI, annex, para. 101.

-16-



/3680°9
\mwm.dmﬁ

0L6T

09€°9T

¢peat

Ony‘g

CHI®T

60T°T

E€ES°TT

€LT®6

891° L

S99°T

GS0°ET

cs gnt

8961

*zaquaqdag-£renusp  /q

*0L6T I2quWa0oa] “SOT3SII83S TUI9W DIIOM wodd /&

T12‘0T C QL qT
GoQ° L 882
9L5¢€E -
6€ T98%S8
rALRY) | 962°¢
90K /T T2°ST
6E"ERT GQ°66 .
L96T 9961

(suo3 otajem)

/e

—eIqIue) WoxJ s3J0dX2 TeISH

WOPZUTY Pa3TUf
ugdep
usdep

Jdanoquaxn
pus umtITog

vedsp

uesdep

wop3uTly PajTun

wop3uTy Pa3TUf

TOTYIRUTLSS(

aJ0 duIy
210 axa3ddo)

Joddo)

810 proT]
PBaT 314

(uotTTInq pum
peutjed) pea]

UMTWDPED

TE190



BEstablished operations

(a) Tsumedb Corporation, Litd.

18. By far the greatest producer of base metals in the Territory is the

Tsumeb Corporation, Ltd. which operates the Tsumeb, Kombat and Matchless mines.
Principal shareholders of the corporation are American Metal Climex, Inc. and
the Newmont Mining Corporation, both of the United States of America, which
together own a mejority of the shares, and the O'okiep Copper Company, Ltd. of
South Africa. The Tsumeb Corporation is managed by the Newmont Mining
Corporation. e/

19. In the past, operations were conducted at the Tsumeb and Kombat mines, the
former being substantially larger and yielding zinc as well as lead and copper
which is obtained from both mines. In June 1970, at a cost of R3.7 million, the
company also brought into production the Matchless mine which, when operating

at full strength, is expected to produce T50 tons of céopper concentrate per
month, along with 2,500 tons of pyrite concentrates, which are necessary for
refining lead and copper.

20. The company reported the value of metal sold during the year ended

30 June 1970 as R53.6 million, compared with R41.8 million for the previous year.
Net profits for the -company's 1970 financial year amounted to R20.7 million
compared with R10.9 million for 1969. The Tsumeb Corporation paid a company tax of
R9.9 million in 1970, compared with R6.T7 million in 1969. '

21. Production of the various metals during 19€9 and 1970 was.as follows:

.. Short tons Pounds Ounces
Lead Copper Zinc Total Cadmium Silver

1969 66,634 30,450 4,205 101,289 509,933 1,273,429

1970 72,060 29,406 8,700 110,166 693,845 1,229,160
22. Capital expenditure during the company's 1970 financial year amounted to
R.3.5 million and was utilized for new construction, principally at the Matchless

mine.

23. As at 30 June 1970, the ore reserves at the three locsetions were estimated
to be as follows:

Tsumeb mine million short tons
Positive ore 7.1 (copper, lead and zinc)
Tentative ore 2.0 (copper, lead and zinc)

4

e/ For full details of ownership, see ibid., Nineteenth Session, Annexes,
annex Ho. 15 (A/5340), paras. 234-237.
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Kombat mine million short tons

Pozitive ore | 2.2 (copper and lead)
Probable ore o 1.5 (copper and lead)

Matchless mine

Probable ore 1.9 (copper and sulphur)

(b) Eouth West Africa Company, Ltd.

2. The South West Africa Company of the United Kingdom (SHACO) operates a
lead/vanadate/zine mine in the Territory at Bersg Aukes snd a tin/wolfram mine

at Prandberg West. Over 89 per cent of the issued share capital is held ty

four foreign companies: Vogelstruisbult Gold Minine Areas, Ltd. of Sputh Africa,
the Anglo American Corporation of South Africa, Charter Consolidated, Ltd. of
the United Kingdom and New Consocliiated Gold Tields, Ltd. of the United Kinsdom.
Charter Consolidated Ltd. and the Anglo American Corporaticn are linked by the
fact that each owns a holding in the other.

25. For the year 196Y, the company reported sales amounting to £1.6 million and
consolidated net profits of £270,000 after paying tarxes amounting to £99,000.

The company aLlso received £215,000 as dividends from its holding of some

95,000 shares in the Tauaelh Corporation. The company prodused 5,730 short tons of
lead /vanadate, 20,3C0 short tons of zine/lead sulphide, 28,018 tons of zine
silicate and 624 short tons of tin/wolfram from its mines at Berg Aukas and
Brandberg Wes..

26. As at 30 June 197, ore reserves at Berg Aulas were 2.1 million tons
containing 0.7 per cent vanadium oxide. 5 per cent lead; and 24 per cent zinc.
t brandberg Vest, 2.5 million tons of ore were estimated to contain 0.18 per ceut

of combined metals - tins and wolfram oxide.

(¢) Kiln Products, ILtd.

27. During the year 1969, Kiln Products, Ltd., a company formed by a consortium

of South African comparnies includine Consolidated Guld Fields and the Anglo
American Corporation, f/ brought into operation on a site leased from the South
West Africa Company at Berg Aukas a Waelz kiln for the treatment of zine slima

to pive zine oxide. Kiln Products purchases dump residues and zinc silicate
concentrates from the South West ‘Africa Company's Berg Aukas mine. The zinc oxide
produced is sold exclusively to the Zinc Corporation of South Africa (ZINCOR) wvhich
has a contract to supply the entire zinc requirements of South Africa'’s government-
controlled Iron and Steel Corporation (ISCOR). It was also reported that ZINCOR,
in which both ISCOR and Vogelstruisbult Gold Mining Areas, Lid. of South Africa
have large interests, had indirectly financed the construction of the Waelz kiln.

e

£/ TFor details of ownership, see ibid., Twenty-fifth Session,
Supplement No. 23 A (A/8023/Rev.1/Add.1), annendix I, para. 28,
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(@) Xl.in Aub Coprer Comvauy

¢, The Klein i Conper Company, which has opfrated o copper mine since 1905
al. Xlofn Aub in the Rehoaboti Raster Geltiet, is owmed by tle Ceneral Mining and
Tinanae Corperaticn, Marine 1Fr"*duct“, Ltd. and Tederale Volkstelergings Ik, ,
11l of couth Afvica. Tho company is adairistered by the fencral “Mining ana
Finanac forroration, vidch is itsell, through direct and indirect ownershivp,

a suhsidizry of Pederaln Mynbou Bpik., glso of South ! fricsa.

29, T TQGQQ th latest rear for vtich figurern are available, the declared
eorninsg of the Klein Aubt Cowper Company vere RP.5 million, out of which taXes
aroanting Lo R130,000 were poid. .
A0, Togerv g of ore wers -~gbiratsd in 1907 to ne 1.7 »illion tona, with =n
averase coreer ecntont ~f .5 per cont. In the same year, ti exnected Life of
th~ mine was put at six yeoars. However, although ne fifFures are available, it
has r “e“*lv heen ravorted thnt the reseyrves are, in fact, For preater tlian these

(¢) Ctluer comvanies
31. Yo nevw infeauation is availabl - recseding the: Uds Min mine, leocated n the
Damars e omed aml operated hy ISCOR. Or= prodguction was

[

vorielund” uhdch
cutianted in ~9ﬁ7 to be T_qCuu tons p:o ponth, 211 of which was exwmorted to
Souty Africs

72, The ¥han Tpin~ “roupn of Soath Africn, a subsidiary of the Ohlthaver and List
nines Somuany, eonbinued to overate the Khon copper mine nenr Swaltspmund.

Gew oreralions
%3, Tie opening in June 1960 of th- Rosh Pinah mine, in the outn»v“gt corner of
the Tearpitore, at & east 3f RS million is considered to b mong the uvost
iwro*ﬁﬁnt minins Aeviloprints of recent years. The mine is owwned by ISCOR
tirourh i-n laoced subridiery, toe Tndustrial Minine Corporation (IMCOR) Dine,
srrich it nad formed oy thisz murnose, snd produces zine, withi lead and copper
~onroaducts.  Zince concentrates, prciauced at the rate of 200 tons a day,

'3‘

& T

zre sent zirveztly to Scuth Africa for nrocessing by ZINCOR and have already
razulted "in & dacvcase of zine imgorts hy Seuth Africa, from 38 million to

¥l million annually. This achievement was described by Mr. 35.L. Muller, Soath
African “iini

ister of *inzs as ‘a milestone in the rapid rrogress of our country's
2% industry and of ISCOR", and of stratemic importance Yecause
Ve knew ve can no longer trust in imports to satisfy our needs in all
i . The outnut of comper lead concertrates amounted to about
vy, mosh of which is revortedly evrorted to the Unit-d Kin~lom.

34, Turine 1902, the Navarrc Exrlorstion Company of the United States, whick

eyoivabes omine at que njs, near Oh“hanﬁjﬁ, enlaread its plant to acecormodate
mhout 200 tons of corper uw day. The 1life expectancy of the mine, howaver,

ir believed to be shorh.



Prospucting

(a) Copper

35. As noted above, prospecting for copper is the major focus of new activity in
the Torritory. Spurred by the discovery that the copper ore deposits at the

Kluin Aub covper mine in Rehoboth District far exceeded original estimates, and
wrohably extended in e north-easterly direction to beyond the Botswans border, the
senrch for copper has, in the past few vears, attracted a number of prominent
foreign ninine companies and has already resulted in the discovery of one rew
reef of copper and the opening of at least one major mine.

36. This mine, the Oamites, owned by Falconbridge of South West Africa, a
subsidiary of Falconbridge WNickel Mines, Ltd. of Canada, was scheduled to open

in July 1971 at a c st of RS million and is expected to produce 50,000 tons of
ore a month, yielding an estimated 1,300 tons of copper concentrates, as well as
a small amount of silver (13 parts per million). ILocated sixty-four miles due
south of Windhoek in the Rehoboth Gebiet, the mine is reported to have proven ore
reserves of U4 million tons with & copper content of 1.7 per cent, and is thought
to have a life expectancy of eight to thirty years. More exploration is still to
be carried out to determine the exact extent of the ore body. Negotiations to
~ake the government~controlled Industrial Development Corporstion a partner in the
mine were reportedly under way.

37. In December 1970, it was announced that Falconbridge had proved a copper

deposit at a location about twenty miles from the town of Kombat (where the

Tsumeb Corporation mines lead and copver) comprising ten farms on which Falconbridge
had taken an option. It was reported in December 1970 that a full-scale

exploration yprogramme had been launched to determine the full extent of the
reserves.

38. During 1970, the FEDSWA Consortium continued to prospect for copper in an
8,500-square mile concession block running from the Klein Aub copper mine to the
Botswana border. The Consortium consists of the companies which own the Klein
Aub Copper Company: Federale Mynbou Bpk./General Mining and Finance Corporation,
Marine Products, Ltd. and Federale Volksbeleggings Bpk., all of South Africa.

At the end of 1970, it was reported that the Consortium would take a decision
shortly on whether to go ahead with its proposed copper mining venture in the
Witvlei area.

39. Exploratory work continued throughout 1970 in the concession held by the
Africs Triengle Mining, Prospecting and Develoyment Company (Pty.), Ltd.,
commonly referred to as the Anglovaal concession, which comprises a total of
1,500 square miles in several separate areas in the vicinities of Rehoboth and
Gobabis. Shareholders in the Africa Triangle Company are the Anglo~Transvaal
Consclidated Investment Company, Ltd. (Anglovaal) of South Africa, the

Tsumeb Corporation, De Beers Consolidated Mines, Ltd. of South Africa, the

Anglo American Corporation of South Africa and the United States Steel
Corporation. During 1969, the group was reportedly taking ore samples at Witvlei
in an area some 10C miles east of Windhoek with a view to opening as many as three
mines there when the problems of water and power had been solved. However, in
Febrvary 1971 the group decided to cease operations in the Witvlei area and to
move out their laboratory and plant. A formal announcement to the effect that
prospecting operations in the Witvliei area were being "curtailed" was made by the
Anglo-Transvaal Company in April.

2l



40. The General Mining and Finance Corporation, which operates the Klein Aubd

mine is also engaged in exploration. In June 1970, the chairman of the corporation
announced that his company had found a promising copper body ncar Witvlei, adjacent
to the Anglovaal concession. Core drilling hed already proved three million tons
of copper ore, graded at 1.6 per cent, and further exploration would be conducted
over a 2-million hectare area. The decision to establish a mine, the chairman
said, would depend on the actual pinin~ costs, as well as water, power, labour
transport an? recovery costs.

41. The Manager of the Ohlthaver and List Mining Company arnounced in May 1970
that a small open-cast copper mine belonging to the Khan Mining Group, a wholly
owned subsidiary of Ohlthaver and List, would soon be brought into full production.
The mine is located on the Kopermyn farm in the Outjo district, ahbout 160
kilometres north-east of the Outjo-Kemanjab road, It was expected that the
estimated ore reserve of about 100,000 tons would be exhausted within four or five
years, with about 2,000 tons of ore being milled each month.

42. Some years ago the Tsumeb Corporation concluded a joint venture agreenment with
the South West Africa Company, Ltd. which granted certain exploration rights

to WUsumeb. It was reported in 1070 that this nertnership iad lac-ted

an ore body ~f 594,000 tens containing corver an? lzafl et ‘sis Ost ir

the Otavi V-lley. The ore wes raded at 1.32 per cont coprer ani 0.2 ver cent
lead. |

43. During 1969/70, st its Matchless West Extension {see paragraph 18 above) the
Tsumeb Corporation locater an ore bocw of s>z 10,750 tons averagine

2.27 ver cent copper and 12.78 per cent sulphur. This deposit is seperate from
the "probablz reserves" of ore listed in paragraph 23, above.

LWy, South Africs Venddme (Pty) Ltd. a subsidiary of the French Socciété Minidre
et Métallurgique de Peflarroya annouwiced in I'ovember tle discovery of a
copper deposit in the vicinity of Walvis Bay.

45. It was reported in September 1970 that the General Mining and Finance
Corporation, in consort with Johannesburg Consolidated Investments (JCI), in
which the Anglo American Corporation has a major interest, and Sarusas Development
Corporation of South West Africa, in wvhich the princiz.l shurcelellsrs sre “enbor,
Volisas, General Minin~ and the Incdustrisl TLevelopment Zornoration of “out™ ' Friecn
(see paragraph 77 below) had been awarded a concession of 30,000 square ! lometres
comprising the entire proposed Kaokoveld "homeland™ and part of "Damaraland", where
the search is mainly for copper, but also for iron ore and nickel. Under the terms
of the three-year concession, the consortium will pay RT70,000 annuzlly to the
govermment-controlled Bantu Mining Corporation for the right to prospect for all
minerals except diamonds. Mining lease terms will be decided if deposits are

found, at which time the royalty to be paid to the Africans concerned will also be
determined.

(v) Iron

L6. It is estimated that some 500 million tons of medium to high grade iron are
to be found in the Kaokoveld about ninety-five miles from Mowe Bay on the
Skeleton Coast. This deposit, which was originally discovered by the Bethlehen
Steel Corporation of the United States in 1952, is now held as a wineral claim by

-2



Desert Finds (Pty.) Ltd. which also holds cther mineral claims in the area. During
1070, there were optimistic reports that this iron field would be developed. These
reports were based on the plans being made by the Fisheries Development Corporation
0 develop a harbour and fish faftory at M8we Bay as well as an ancillary road and
air and rail links. The decision in February 1971l to postpone the whole project
indefinitely (see paragraph 77 below) will.undoubiedly have repercussions on the
development of the iron ore deposits.

(c) Tin

47. In May 1970, the formation by & consortium of South African business interests
of the SWA -Tin and Koper BpK. (SWATIN) to mine tin north of Swakopmund was
announced. The concession area of this new corpany stretches over 485 hectares and
is reported to contain some 4.5 million tons of tin ore. An open-cast mine will
mill en estimated 7,000 tons of orc per month, and is expected to produce an annual
net profit of R150,000. The company has also applied for four concessions in the
"homelands'',

(a) Zinc

48, 1In April 1970, it was announced that in the Toggenburg area, near Grootfontein,
the Canadian-owned Etosha Petroleum Company had discovered zinc-bearing ore, and
that further exploration was to be carried out to determine its extent (see also
paragraph 58 below).

(e) Uranium

49. It will Le recalled that, in ilay 1970, the Chairman of the Board of the
Rio Tinto Zinc Corporation of the United Kingdom made the following statement
regarding a recent find of uranium ore at Réssing in Namibia:

"The ROssing uranium deposits, though low grade, are very extensive,
and I very mucli hope it will not be long hefore we have been able to
conclude sufficient long~term contracts for the sale of uranium from this
area to justify a decision to bring a mine into prcduction around the
middle 1970s."

50. In November 1970, Rio Tinto South Africa (Pty.) Ltd. announced that it would
start exploiting uranium at its RSssing mine, near Swakopmund, in 1976. It was -
believed that the mine would prove to be one of the most importsnt in the world.

Ore was to be mined by a consortium in which tie Deutsche Uran~esellschaft, of
Frankfurt, Federal Republic of Cermany, was to participate. Work on a bulk sampling
plant, being built st a cost of R2 million as the final stage before large--scale
mining operations, was nearing completion. The announcement also stated that
concentrating operations were expected to begin within the next few months and that
work on a prospect sheft vas proceeding according to schedule.

51. Earlier in the year, the South West Africsn People's Organization (SWAPO)
had reportedly been conducting a world-wide campaign against the purchase by the-
United Kingdom of uranium from Nemibia. The first official indication that the
United Kipgdom was negotiating for the purchase of Namibia urapium was given

23—



"

on 13 July 1970 when, in reply tec a question in the United Kingdbm Parliament
by Mr. Evelyn King, the llinister of Technolozy, Mr. Rippon, stated in a written
reply:

"An agrcement between the United Kingdom Atomic Energy Autlority and a
subsidiarv of Rio Tinto Zinc was signed in March 1968, subject to conditions
recently fulfilled. Subsequent amendments to the agreement involve
additional deliveries of ore in certain years."

52. A spokesman for the Government of the Federal Republic of Germany stated

on 12 January 1971 that his Government had provided the Deutsche Uranresellschaft.
with financial aid totalling 6 million Deutschmarks g/ tor the exploration of
uranium deposits in Namibia, but added that no decision had yet been made on whether
to give the company any support for mining uranium there. On 12 Jaauary, a
spokesman for the Rio Tinto Zinc Corporation of the United Kingdom was reported

to have said that the company was still interested in developing the uranium
deposits at ROssing, despite reports that tle Deutsche Urangesellschaft mieh
withdraw from the Anglo-German mining project. It was then estimated that the

cost of this project would be from R150 million to R200 million.

53. According to the estimates of expenditure to be defrayed from the "South West
Africa Account" for the financial year ending 31 March 1971, a total of R100,000
vas to be spent on a state water scheme for the minin~ area srounl ™8ssine. This

~ scheme is expected to cost a total of Rl million. '

L, Petroleum

54. As previously noted, h/ during 1968 the "Territorial Administration” through
the agency of the Southern 0il Exploration Corporation (South West Africa) Pty.
(SWAKOR), a subsidiary of the government-controlied Southern 0il Explorstion
Corporation (SOEKOR), granted eight oil concession areas covering almost

90,000 square miles to the following international companies:

Shell and British Petroleum (one land and two off-shore blocks)

De Beers Consolidated Mines, Ltd. and Societé Nationale de Pétrole
d'Aquitezine (one land block)

Gulf 0il Company (two off-shore blocks)

Chevron 0il, a subsidiary of the Standard 0il Company of Californisa
(one off-shore block)

H.M. Mining and Exploration Company, Syracuse 0Oils and Woodford 0il and
Gas Company (one off-shore block).

g/  One mark equals 28.6 cents.

gj See Official Records of the General Assembly, Twenty-fifth Session,
Supplement Wo. 23 (A/8023/Rev.1l), chap. VI, annex, mara. 112.
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55. As an example of what is involved in a concession agreement, the BP
Development Compeny of South Afrlca, Itd., and Shell Exploration South West Africa
(Pty.), Ltd. were obliged by the terms of the agreement to spend at least

R500,000 per annum in each concession block for the first three years

5G. In March 1970, the Guif 0il Company announced that it had completed its survey
of a 5,000-square mile concession area stretching from the Cunene River to the
twentieth parallel and thet a decision on whether to bring in a drilling rig would
be taken within about six months, after the survey findings has been evaluated.

57. In May 1970, it was reported that the De Beers/Aquitaine group was exploring
cil in a concession area covering 30,000 square miles, between.Dagberos in the
north, the Karasberge in the south and Aus in the west. A full exploration
programme had been drawn up to gather data and the survey work on the

concession was expected to take three to four years to complete. The remaining
companies were reported to be carrying out preliminary seismic works only.

58. 1In December, the Etosha Petroleum Company (Pty.), Ltd. a wholly owned
subsidiary of Briliind Mines of Canada, whose oil prospecting coneession,

covering 117,000 square miles in the northeran part of the Territory, predates
those named above, anncunced that eleven potential oil structures had been found,
renging in area from 8C,000 to 125,000 acres each. It added that these
structures were the immediate drilling sites for the next phase of its planned
programme, and were in three different oil environments of the concession area,

59. In February 1971, a consortium formed by Standard 0il of California and
Texaco was reported to have received permission from the South African Department
of Mines to go ahead with off-shore prospecting in s concession area covering
4,000 square miles which had been granted before 1968 to the Marine Diamond
Corporation and (LM, hoth gubsidiaries of De Beers Consolidated Mines, Ltd., of
South Africsa. This area lies north of Oranjemind and extends to a depth of

600 feet in the Continental Shelf.

5. Other mining activities

60. In August 1970, it was announced that the Nord Mining Company of the United
States wae sinking a shaft to investigate a wolfram deposit near Omaruru., In
October 1970, the Bethlehem Steel Corporation, a shareholder of the Newmont
Mining Corporation, joined the Tsumeb Corporation in assessing a fluorspar
deposit in the Tsumeb District. In February 1971, it was reported that the
Johannesburg Consolidated Investment Company was planning to work gypsum
deposits near Swakopmund on a large scale.
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B. FISHING

l. Genersl

6l. Pisheries are one of the Territory's main economic assets. Pilchards, found
primarily along the shoresz near Walvis Bay and northwards, are by far the most
important product, accounting for some 90 per cent of the total annual carnings of
R4UO million of the fishing industry. WNext in importance are rock lobsters, followed
by white fish and seal oil and pelts.

'62. During 1970, the pilchard industry showed further effects of over-fishing as a
result of which the:South African Government took additional measures on several
occasions to limit the season for fishing and reduce the quotas for the land-besed
factories. Attempts were also made to limit the activities of the factory ships
operating off the Namibian coast. The rock lobster industry suffered similarly
during 1970.

2. Companies

63. The major companies concerned in the fishing industry include Ovenstone

South West Investments, Ltd. (OSWILS); South West Africa Fishing Industries, Ltd.
(SWAFIL); Marine Precducts, Ltd. (which owns one third of the shares of the Klein
Aub copper mine, see paragraph 28 above); Sea Products (swa), Ltd.; Suid Kunene
Visserye, Bpk.; Angra Pejuena Fishing Corporation, Ltd.; and Kaap Kunene Beleggings
Bpk (which cperates the largest livestock-farming enterprise in the Territory).

In addition, Kaap-Kunene and OSWILS jointly own the factory ship Suiderkruis. The
company knovm as Willem Rarendsz Ltd. owns a factory ship of the same neme.
Investnent in the industry was estimested at ™20.5 million in 19¢85, of which

R13 million was invested in land-based factories and P.T7.5 million in the fis'ine
fleets,

k. Available informetion concerning profits in recent ears is set out helow.

Profit after taxes
1970 1969 1968

Company )
| . (million rands)

Land~-based
Marine Products, Ltd. 3.9 3.9 3.5
South West Africa Fishing Industries, Ltd. (SWAFIL) e 1.8 2.1
Ovenstone Southwest Investments, ILitd. 0.9 1.0 1.2
Suid Kunene Visserye, Bpk 1.0 0.8 1.0
Angra Pequena Fishing Corporation, Ltd. 0.08 0.6 1.0
Factory ship
Willem Barendsz, Ltd. 0.8% 1.0 (1.0)

= A—— } A Wt Mot

a/ Profit before taxes.
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3. DPilchards

65. There are nine land-based pilchard processing factories, :5ch with a basic
auuual quota of 90,000 tons. During 1970, 567,000 tons of wvilchards were cau.tht,
compared with 1.33 millinn tons in the previous yezr. The sharp arop from the

1909 total was attributed to ovar-fishing, with operations of South African factory
ships and trawlers of foreiun nationality off the Jamibisn coast as_a contributic:
factor., The 1970 quota for the tiwo South African-~owned factory ships oneratin~ off
the coast, was fixed at 500,000 tons (305,700 tons to the Suiderkruis and

200,000 tons to the Willem DIrrendsz), However, tl.e Suiderkruis vas not active in
Yamibian traters in 1970. R

66. In a third interim report submitted to the South African House of Assc. bHiy in
September, the Commission of rnguiry into the fishirs industry of South AfTricu
(including the Territory of "Scuti West Africa’) made a number of reconmendauions
concerning the pilchard sector of the Territory's fishing irdustry. The Commiossion
vas sald to have no doubt whatever that the fishir:; resources of7F the Namibios

coast hed heeu overtaxed and that drastic measures would have to be tawren to build
this stock up eguin. 'The report aund recommendations did not have the unanimous
agreems ¢ of all seven mesbers of the Commission and a mirority report was submittel
by thraee members proposing even shironger conscrvation action.

67. On 10 November, after having considered the report of the Comuissicn of

Enquiry. Mr. €. L. Muller, South Africa'’s Minister of feonomic Affairs, suLotantislly
implenented its recommendations by announcing that: (a) the current quota of

40,000 tons for each of the Territory's Pactories would be maintained, but, in
future, 55,000 tons would consist of pilchards and the rvest anchovies:; (b) a factory
could not continue catching once its -uota of 45,000 tons of wilchards was filled,
even if the additional 45,000 tons < nchovies had not yzt been caught:; (c) as

from 1971, the catching and processing season would commeuce on 15 February and

‘end on 1% September; and (d) in future, -o factory would have more than twelve

boats catching fish. GSoon after the anun = .« ment, the entire fleet of the South
African Fisheries Research Department -ras <isigned to the Walvis Bay area in order
to investigate the Territory's fishing resources.

63, In & report published in December, Dr. Jan Lochner, 2 merber of the Commission
raforred to above and a fishery expert, stated thet hie own study of the Territoryv's
fishing industry, conducted in 1968, sliowed that the rate of catching was
imperiliing the pilcherd resource and that there was an urgent need for a dracstic
reduckbion of the quota of the pilchiard sector of the industry. He further stated
that, had his recommendations been implemented at the beginning of 1969, this
sector would have been able to land 1.2 million tons annvally from 1974 without any
danyer of the resource collapsing. He proposed that the total pilehard quots for
1071 shnould be limited to 200,000 tons and that a ceiling of 10 per cent sbove this
figure shoull be maintained on annual growth. He believed that, subject to the
adoption of neasures to give effect to these proposals, it could take twenty years
ol carefully centrolled conservatior to restore the resource. He also believad
thult 18 tue fishdng effort continued as planned at present by the South Afriecan
floverument, only about 365,000 tons of pilchards would be landed, and that. the
resource would not recover during the lifae-time of those now employed in the
segtor.,
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69, In January 1971, it was reported that a number of boat owners and shippers, who
considered that the pilchard sector of the fishing industry would not recover, had
left Valvis Bay.

T0. At the end of the month, delegates from the fishing industry had discussions
in Cape Town with representatives of the South African departments concerned, after
which they decided to ask the Minister of Fconomic Affairs to: (a) further modify
the existing annual quota; anl (b) shorten the 1971 fishing season by two weeks

(to meke it run from 15 February to 31 August) and the 1972 season by ancther two
weeks (so that it would last from 1 March to 31 August). Shortly after this, the
Soutii African Minister of Economic Affairs, implementing the industry's request,
cut the pilchard content of the 1971l quotas of the nine land-based factories to
30,000 tons, after which all fishing has to stop, regardless of whether the
remeining 00,000 tons of anchovies has been caught.

TL. On 5 February 1971, a spokesman for Willem Barendsz, Ltd. said in an iunterview
in Cape Town that the company would utilize the full 200,000-ton queta which had
been granted to it in 1968 and that its factory ship of the same name would soon
arrive in Namibian waters. ‘The Willem Barendsz licence prohibits it from taking
fish within twelve miles of the shore, but it does not coutain any restriction on
the pilchard content. However, according to a reporc by a financial analyst,
rublished at the end of May, it appeared probable that the Willem Barendsz lactory
ship would be able to catch only some 80,000 tons during the season. On 18 February,
after s Soutii Africar naval task force seized the Atlantic Endeavour (a catcher
worliing on contract for the company) off the Namibian coast, its entire crew were
brought to the Walvis Bay Magistrate’s Court to face charges of fishing in
territorial waters. They were found guilty and heavily fined.

k., Rock lobsters

72. During 1970, three rock lobster factories worked at Liideritz with tne apgregate
annual quota of 2(C,000 cartons (each weighing 9.1 kg.) or 5,205,200 pounds. Of
this gquota, only 104,000 cartons were produced, with the result that the annnal
revenue from rock lobsters attained only an estimated RL.4 'nillion compared with

R4 million in a normal year.

73. In an attempt to protect the fishing resources along the Namibian coast, the
South African Covernment, in early 1971, announced its decision to reduce the

annual quota for the three factories to 3,540,000 pounds and to shorten the catching
season to six months ending 1 July. The econcmy of the town of ILilideritz, which is
based on fich products, particularly rock lobsters, was expected to be adverscly
affected by this decision.

5, Allegations of corruption

T4, In January and Fzbruary, allesations were made that the previous conservation
policy had been abandoned "under pressure of greed backed by powerful political
influence" and that "there are political forces with executive power who wazt to
butter both sides of their bread."

" 75. In debates in the South African House of Assembly in Cape Town in February 1971,
Yr. J.W.G. Wiley, the member for Simonstown, and a2 member of the United Party
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chief opposition spokesman on questions relating to the fishing industry, stated
that nowhere in the past ten years had there been greater mismansgement and political
nevotism then in the fishing industry, and that the recent history of the industry
had been onz long series of deals with "political pals and business buddies”.

I, support of his accusetion that there had been "reckless mismanagement" of t

fish industry ne cited the following events: (a) The "South West Africa
Administration” had at first refused to grant a fishing licence to the owners of
the factory ship Wildiem Farendsz, but these objections had been disregarded and a
licence hnd been granted. A liceace was also granted to the uuiderkruis, which, at
the time, had not even been bought. (b) In "South West Africa", there had been
two large crayfishing companies operatin:g from Lideritz before 196j In that year,
tne Angra Peguena Company had been granted a licence to expert 25,000 cases. In
the following year, Wesbank Vissery had been granted a quota of 80,000 cases. An
interestingg st1pu1a+1on in their case was that the creyfish had to be caught only
on certain islands off the "South West Afrlcan coast, one of which was in a
sanctuary where even ''South West African” lic ence-ho]ders were not permitted to fish.
The "Scuth West Africa Administration” had not been consulted sbout the granting
of the licence and had sent a deputation to interview Dr. Verwoerd, then Prime
tinister, on the matter. As a result of the talks, Angra Pequena's quota had been
inereased to 94,000 cases and Wesbark's quota had been withdrawn. Whether this
rcmpromlse had achieved anything vas debatehle, however, as the boards of the twe
companies were very similar and the shareholders of Wesbank had been compensated
with speciszl privileges in a rights issue by Angra Pequena in the following year.
Some of the major shareholders -in these two coupanies were prominent members of the
National Party. (c) The reckless issuance of licences by the Government had led
to the near collapse of tlie pilchard industry.

T€. Replying in the Assembly, tihe Deputy Minister of Finance and Economic Affairs,
Mr. AH. ¢ Plussis, who is also the Nationalist member for a "South West Africa

constitueiney, while admitting that mistakes had been made, accused the United Party
of using the [ishing industry as vpart of their campaign of character assassination.

6. iHarbour development

T77. 1t will be recalled that the Sarusas Development Corporation had been granted

a pilchard quota of 90,000 tons in 1967 i/ in an attempt to develop the fishing
resources north of "lalvis Pay. An duterrol part of the scheme was the development
of a fishing harbour at MSwe Bay on the Skeleton Coast of the Kaokorrld and, for
this purpose, Sarusas was to pay certain of its profits from its pilchard gquota into
£ trust fund which was to be used to help develop the harbour. Pending the
construction of the harvour and fish factory at Mowe Bay, arrangements were made for
the Sarusas quota to be processed by factories at Walvis Bay. In February 1971,
howevsr, it was reported in the press that the Fisheries Development Corporation
had decided to postpone the Mdwe Bay project indefinitely. According to the report,
the reasons for this decision were connected with the dangers of over-exploitation
of fisheries resources and the insurmountable problems of developing a harbour on
the inhospitable Skeleton Coast.

1/ See ibid., Twenty-third Session, Annexes, agenda item 68, document
A/7320/Add.1, appendix II, paras. 49.52.




C. AGRICULTURE AND HUSBANDRY

1. General
78. Commercial farming, the Territory's third basic industry, consisis meinly of
cattle and sheep raising, both of which are primarily Furopean activities. Animal

husbandry has been seriously affected during the past year by one of the worst
droughts in the history of the Territory.

2. Beef

T9. Export of cattle to the South African markets forms the basis of the beef
industry in the Territory, because only a fraction of the beef output can be
absorbed locally. During 1970, out of Namibia's cattle population of 1 million,
an all-time record of about 315,000 head were exported to South Africa as a result
of the drought. This represented an increase of 15,000 head over the previous
vear. The income per animel, however, was less than in 1969, because of an
over-all drop in the g.ading.

80. Towards the end of the year, the condition ef cattle deteriorated to such an
extent that the Territory could no longer fill its monthly quota of between 25,000
and 30,000 head to be exported to South Africa. A meat processing factory at
Okahandja, owned by African Meat Canners, ceased to operate gfter having been
re-opened in May as part of the drought relief scheme. Another recently re-opened
factory at Otavi was also expected to be closed soon. Their closure coincided
with the appointment by the South African Minister of Agriculture of a committee to
investigate both the Windhoek municipal abbatoirs, which had an accrued loss of
R332,000, and a plan for exporting frozen beef rather than cattle on the hoof

to South Africa.

81. The South African Minister of Agriculture announced in November that the
Government had decided to provide financial aid to "South West Africa' farmers

in the form of a subsidy against interest payments on the first R100,000 and less
on mortgage bonds on farm property to a maximum of 1.5 per cent, but only to the
extent necessary to reduce the effective interest rate to 7.5 per cent.

82. 'In mid-July, the South African Department of Agricultural Technical Services
was reportedly preparing a 30,000~-hectare guarantine camp at Omatambo Maowe te
serve as a future base for the marketing of livestock, particularly cattle, from
the Kaokoveld and Ovamboland "homeland" areas. The camp was expected to be ready
in 1971. In the meantime, the quarantine camp in the Mangetti area was receiving
cattle from Kavangoland which, after being sent to a factory at Otavi for
processing, were marketed through the Bamtu Development Corporation.

3. Karakul fur

83. The karakul sector of the industry is the second largest agricultucal activity
in Namibia. During 1970, there were more than 3 million karakul sheep on farms in

-30-



the orid centre and scutli of the Territory. -Xerakul sheep are raised mainly for
their fur, known as "Persisn lumb', although some are sold for meat. In 1970,
about 248,000 were exported to Bouth Africa for meat.

6k, At an auction gale in London in September, 1,901,972 karskul pelts vere sold
at &n average price of $7.93, with prey furs obtaining a price about 10 per cent
higher. The uvotal volume of the sale was estimated at $USLE million. At further
auctions held in London in the early part of Februsry 1971, Boere~Saamwerk
Bpkx/Bastwood and Yolt, Ltd. sold 369,245 furs at an average price of $US9.7€ each,
African Karakul Auctions/Anning Chadwick and Kiver, Ltd. marketed 170,75k skins at
an average price of $US9.91 each; while the Farmers' Co-operative Wool and Produce
. Union, Ltd./Hudson's Bay Company disposed of 320,855 furs at an average price of
$U510.02. A total of 860,554 furs were sold, realizing the swn of

$Us8.5 million. Although press reports indieated that some of the skins may

have heen of South African origin, it is believed that the overwhelming majority
came from Namnibia.

85. It was reported that during the latter part of 1970, karakul sheep breeders
were applying in increasing numbers for assistance under the Livestock Reduction
Scheme, initiated in June with a vicw to restoring the carrying capacity of
drought~affected sheep farms, Under the scheme, a farmer would be entitled to
apply for a reduction of one third in his stock over a period of five years, during
which time the State would pay him R15 for each of the first 600 sheep that were
climinated and a lesser amount per head for the remsainder.

86, In January 1971, a state of near despair was reported to prevail in the
sout? -restern area of the Territory which was particularly badly stricken by the
dr .t

4. Dairying

87. Dairy production, the third sector of the agricultural industry, is very
susceptible to drought conditions. This sector is controlled by a statutory hoard
consisting of representatives of the territorial "Administration” and the producers,
especially the manufacturers of butter. According to the board, in December 1970,
the Territory imported 115,000 kilogrammes of butter, the principle dairy product,
to supplerient local production amounting to 13,000 kilograrmes. The output of

each of the Territory's four butter factories was absorbed in the perticular town
where each factory was situateid.

5. Other agricultural questions

38. It was anuounced in the press that, as from 2 January 1971, no agricultural
land in "3outh West Africa" or in the Republic could be subdivided without the
consent of the Minister of Agriculture. The report commented that, in “South West
Africa'", it had been the practice that land parcels larger than 25 hectares

could be subdivided without restriction and that subdivisions of land less than

25 hectares in area were subject to decisions by the board of the local township.
Although subdivision did not occur frequentily in "South West Africa” the

practice was slowly increasing with the growth of population and the disappearance
of virgin land. It was also reported that the South African Soil Conservation Act
was expected to be applied to the Territory as at 1 April 19T1.
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9. The "South West African” Karakul Breeders' Associstion and the South African
Karakul Rreeders' Association announced their sualgemation as the South African
Karaxul Rreeders' Society, an orgenization concerned with all breeding aspects of
the ka.akul species and recognized by the State as an autonomous body as from

4 January 1971.

20, On 27 Janvary 1871, the Couth African Department of Agricultural Economics
and Marheting was reported to have begun an investigation of the Territory!s
agricultural industry. The investigution, which centred around the awvailable
grazing land in the Territory and ways of veld recleamation and conservation, was
aime~ al preventing tiie near disaster which had faced the industry in the previous
few months.



D. EXTERNAL TRADE AND REVENUE COLLECTED BY FOREIGN GOVERNMENTS

91, Little information is now available on the exchange of commodities between
Namibia and other countries as, on the one hand, South Africa does not maintain
separate trade statistics for the Territory, while on the other hand, many of
the Territory's trading partrners merge their trade statistics for Namibia into
their figures for trade with South Africa.

92, The volume of Namibian exports can be gauged to some extent from the
production figures cited in sections A, B and C above. Practiczlly the whole
output of the mining and fishing sectors was exported, as was a major part of
agricultural production.

93. Dividends paid to shareholders of the foreign-owned enterprises in Yamibia
(all major enterprises in the Territory are controlled by foreigners) amounted to
substantial sums. Some of this revenue accrued to foreign Governments in the form
of taxes, although their incidence was limited by double~taxastion agreements.
Substantial sums were also collected by the Government of South Africa. Although
rrecise figures are not available, press reports state that during the financial
year ending in HMarch 1970, South Africa collected R104.2 million in revenue from
"South West Africa". The reports also indicate that, during the same period, the
South African Government spent R79.1 million through its vaiious departments in the
Territory. SCome of the major sources of revenue within the Territory were as
follows:

(million rands)

Diamond mines . o« « « o o o o o o o o o 15.6
Other mines . . . . e e e e e e e e 8.5
Companies in "South West Africa’. . . . 2Ok
Diamond export Uty « « o « o ¢ o o o & 6.2
Diamond profits ta8X « « « « ¢« « o o o 6.0

aw
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INTRODUCTINN

1. At the request of the Special Commitlee, the Secretariat, in 1965 and 1966,
prepaved a series of seven workina papers containing background information for the
stndy undertaken by Sub-Commithee I on the sctivities of foreign economic and

other iuterests which are impe ing the implenentatic.: of the Declaration on the
ranving of Tndependence to Colonial Countries and Peoples in the Territories under
Portuguese adwinis trati&n. These working papers contained information on mining
land concessicn, occupnation and settiement; agriculture and processing 1ndugtr1eM
foreign-owned railways in Angola and Mozambicue; and Mozambique's economice
relations with South Africa and Southern Rhodesia. a/

. Bince then, a study. has been pr@pared each year giving information on new
capital investments and other econowmic activities, with special reference to
oreipgn interests. b/

3. The present working paper supplements the previous studies in this series of
vhich it forms an integral part. BRackground intformaticn on the general economy of
the Territory is contained in the working papers repreoduced in the reports of the
Special Committee. ¢/

b, As reported previously, since September 1968 the Portuguese Government has
adopted a new policy of attracting foreisn investments in Portugal as well as in
the overseas Territorieg. Statements by Portuguess authorities in the economice and
financial fields indicate that there have been also some fundamental changes in
basic concepts, including the approach to investments. As regurds foreign
wnvaestients, these changes have bzen surmmed up as follows: recognition that
Portugal must participate in Buropean ecouomic integration; recognition of the

nead "Ior collabtoration of foreign capitel integrated in the political and -.conomic
aims of the couniry” (underlining added); and recognition of the need to encourage
export manufactures. In Portugal, this new orientation has bsen accompanied by a

. revision of the industrial changlng regulations to encoursge modernizatim and

the establishment of new industries and a reorganization of the finonecial and money

qsarkets.

a/ Official Records of the (eneral Assembly, Twentieth (ession, Annexes,
addendum to agenda item 23 (4/6000/Rev.l), chap. V., apnendix, annexes I and II;
ibid., Tweniy-first Sessicn, Annexes, addendum to agenda item 23 (A/6300/Rev. 13

char. V., annex, appendices I to V.

b/ For the rost recent sce ibil., Twenty-fourth Session, Supplement Yo. 23 A
(A/T7623/Tev.1/a37.1), annendix TI: ibid., Twenty-fifth Session, Sunnlbment “o. 23 A
(A/8022/Rev.1/Ad4.1), annex, annendix IIT. ‘

N s
gj For a summary description of the econoryy of the Torrltorzes, see 1blr.,
Twenty-scecnd Session, fnnexes, Addéndum to amenda iten 23 nart II (A/6700/Rev.1),
chap. V. Sece also ikid., Twentv~-fifth Session, Sunnlement To. 23 (A/8023/Rav.1) and
/f‘ho /23 h,




5. Under the Portuguese system, the Government may make contracts with foreign
companies or with companies whose capital stock istotally or largely foreign
owned, which are set up in Portugal or the overseas Territories, defining the
Government's participation and measures guaranteeing financial support, reductions
or exempcions from taxes and other facilities. In the case of the overseas
Territories, special provisions have often been made in the past in such contracts
to exempt companies from the usual foreign currency controls, as in the case of the
Cabinda Gulf Company (see parasgraph 32 below).

6. As reported elsewhere thore has been increased eriticism during the past year
in Angola and Mozambique of their econcmic relations wilh Portugal. In both
Territories, discussions in the Legislative Council have revealed dissatisfaction
with the status of some of the large compenies and it has been suggested that the
Government should review its contracts with these companies in order, in Angola,
to secure a larger contribution from them d/ and in Mozambique, to encourage
modernization in order to attract new investments. e/ Also, the Third Round Table
Conference on Industry, which met in Lourengo Marques in December 1970, again
called for an immediate revision of the legislation defining and establishing
economic integration bevween the Territories and Portugal. It may also be recalled,
on the other hand, that in October 1969, just before the elections to the National
Assembly, the economic associations of Angola addressed a petition to

Premier Marcello Caetano asking for reforms because '"the free enterprise system,
which had been the main factor in the economic development and occupation of
Angcla® was being stifled by the Government. f/

T. It is possible thet the changes contained in the constitutional amendments
proposed by the Government may go some way towards meeting the demands of the
economic interests. Under these proposals, each Territory would have the right to
wider autonomy in the economic sphere, including "the right to possess and dispose
of its patrimony and to execute acts and contracts concerning its own affairs"

and the right to have an economic régime conforming to the needs of its development
and the welfare of its people. g/ Since the Constitution provides that the
overseas Territories are "gusranteed the right to administrative decentralizstion
and financial autonomy in accordance with their state of developuent and
resources’, it is not clear how much the present system would be changed in the near
future. In any case, the mineral resources of the Territories belong to the public
domain of the Portuguese State and do not form part of the patrimony of the
individual Territories. h/

§. Nevertheless, there are some indications of a new approach to the economic
future of some of the Territories. In May 1970, for instance, the Secretary of
State for Industry, Mr. Rogério Martins, speaking before the National Defence

d/ See A/8423/Add.4, annex I.B, para. 22.
e/ See A/8423/2Ad.l, annex I.A, para. 66.

f/ See Official Records of t.:o General Assembly, Twenty-fifth Sessicn,
Supplement No. 23 (A/8023/Rev.l), chap. VII, annex I.B, para. 53.

g/ Sec A/8k23/Add.k, annex I.A, paras. 27 ff.

h/ See Official Records of the General Assembly, Twentieth Session, Annexes,
addendum to agenda item 23 (A/6000/Rev.l), chap. V, appendix, annex I,
paras. T and 8.
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Institute of Higher Studies, emphasized the need for a maximum "administrative
decentralization" of all matters that were of purely local concern. In particular,
he suggested that Portugal should face the challenge of developing Angola and
Mozambique into "model zones of prosperity" in keeping with their natural
geographic links and economic markets. As examples, he suggested the development
of metallo-mechanical industries and a steel industry in Angola to serve the whole
region of West Africa; the expansion of Mozambique's textile production to serve
the hinterland and other markets; the use of the phosphates in Cabinda to
establish a fertilizer plant to supply the South Atlantic States; and the
establishment of a steel mill in Moga@medes to process the Cassinga iron ore now
being exported.

9. In a speech before the Institute of Higher Military Studies in June 1970, he
took the position that the validity of the Portuguese system would be determined
by the number of black millionaires in the Territories and that the success of
Portuguese policy would be reflected in the ratio of blacks and others in executive
positions, which should in time correspond to the ratio of the different ethnic
groups in the total population.

10. TFor the time being, there are no signs of this type of far-reaching economic
planning for the two Territories. Instead, in Angola especially, new capital
investment is concentrating on accelerating mineral and industrial output for
eaport, primarily to ease the Territory's balance-of-payments difficulties,

11. These and other economic activities, including the activities of foreign
interests, are summarized below.



A. ANGOLA

12. Since 1969, various reports have emphasized the "complete change" in the
structure of the economy of Angola. In that year, for the first time, combined
mineral exports - diamonds, iron ore and crude petroleum - exceeded in value
exports of coffee, which during the previous decade had accounted for mgre than

50 per cent of the Territory's export earnings. Portuguese official statistics,
for instance, show that since 1962, in terms of value, exports of iron ore have
increased by 738 per cent, cruile petroleum by 758 per cent and diamonds by

232 per cent. Using 1962 as the base year, the total value of mineral exports,
including manganese, ilcreased by 359 per cent. In contrast, the value of coffee
exports rose by only T3.4k per cent in this period, owing partly to the limitations

imposed by the International Coffee Agreement and partly to the drop in coffee
prices.

13. As noted elsevhere, however, the increase in mineral exports has not brought
relief to the Territory's exchange problem. In fact, in 1969, Angola's balance-
of-payments deficit reached an all-time high of 1,487 million escudos. i/ This
was due mainly to a large adverse visible trade balance with Portugal (seec below)
and to the repatriation to Portugal of earnings from cepital investments amounting
to 482.7 million escudos, and private transfers of 38L.6 million escudos. As
shown in table 10 below, the Territory's balance-of-payments deficit would have
been even larger had it not been for the influx of private capital, amounting to
1,182 million escudos.

14. It will be recalled that under the 1962 legislation creating the escudo zonhe
common market, all trade restrictions and customs duties were to be abolished by
1972 for "national' goods. The successive moves towards free trade within the
escudo zone made it possible for Portugal to retain its position as the principal
supplier of the Territory, accounting for an saverage of 40 per cent of its imports
through the decade 1960-1969.

15. In November 1970, as a special measure to help ease the Territory's exchange
problem, the Government authorized new quantitative restrictions on imports from
Portugal for a period of five years. Textiles, for instance, will be reduced

by 12 per cent and wine by 20 per cent below the value of the 1969 imports.
Excluding wine, the restrictions are expected to reduce imports from Portugel by
300 million to 400 million escudos a year. However, there is considerable feeling
in Angola that the main problem lies in the economic controls exercised by Portugal
and that Portuguese businessmen are interested in Angola only as a market and are

not interested in buying from it, j/ so that the temporary restrictions will not
bring about any basic changes.

i/ Ouz escudo equals $US0.035.
J/ See A/8423/Add.4, annex I.A, para. 65.
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1. MINING

16. As previous reports have shown, mining constitutes the principal area of
foreign investment in Angola. In recent years there have been new foreign
investments as well as efforts by the Government aimed at accelerating exploitation
of mineral resources for export. It is reported that interest in mining is still
growing and that at least 2,000 million escudos in mining are to be invested iu the
mining industry in 1971. The petroleum companies alone are expected to spend

1,300 million escudos - of which 800 million will be from non-Portuguese sources -
in prospecting, extraction, equipping and expanding existing activities. 1In
addition, at least thirty-three applications for petroleum concessions vere pending
in 1970. .

17. In the period 1967-1969, iron ore production increased fivefold (see table 1
below), while in terms of value, exports rose from 163.3 million to 1,100.6 million
escudos. The value of crude petroleum exports, vhich had averaged less than

100 million escudos a year in the period 1962-1965, rose to 488 million escudos

in 1969. The major countries of destination of these exports are shown in the
annex.

Diamonds

(2) Angola Diamond Company (DIAMANG)

18. 1In May 1971, the fifty-year exclusive contract of the Angola Diamond Ccwpany
(DIAMANG), covering more than 1 nfllion square kilometres came to an end. 1In
accordance with the terms of its contract, DIAMAKG has been sllowed to retain a
total area of claims not exceeding 50,000 square kilometres, with no claim larger
than 2,500 square kilometres. The company also retains the right to continue to
vork all this area for an unlimited time, and it remains exempt from all taxes,
licences, fees, rents and other charges, property, industrial complementary and
consunption taxes in force or imposed in the future by centrs’ or local government
institutiouns.

19. It may be recalled that under the original contract of 18 l'zy 1921, the
Government of Angola obtained from DIAMANG a commitment to make available to it
each year a loan in foreign currency equal to half tt» Territory's share of the
profits in the previous year. k/ Since then, DIAMANG has been the Territory's
major source of foreign currency and loans. At the end of 1969, the company had
contributed to the Territory's budget 4,834.7 million escudos, including its
share in profits, dividends, bonuses and loans. Of this total, 2,565.2 million

k/ For details of the original contract,see Official Records of the General
Assembly, Twentieth Session, Annexes, addendum to agenda item 23 (A/6000/Rev.l),
‘chap. V, appendix, annex I, paras. 92-10L.
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escudos were paid in the period from 1963 onwards, on an average of more than
350 million escudos a year.

20. In 1969, the Angola Government received 349.02 million escudos from DIAMANG.
Of this, 316.02 million escudos represented the Government's 50 per cent share in
the profits and 33 million escudos consisted of dividends and bonuses on its shares
ir the company. The Government received the total amount in various currencies as
S 1lows: $US15.1 million, £400,000 and 261.6 million Portuguese escudos.

21. TFrom the beginning, the exclusive concession awarded to DIAMANG has been
criticized on the grounds that it gave the company too much authority and too many
privileges. DIAMANG was not only exampt from all taxes, etc., hut was not subject
to foreign exchange controls. The terms of the countracts set no minimum amounts

to be spent each year in prospecting, nor was there a minimum quota of mines to be
operated. Furthermore, although the Portuguese Govermment had an appointed
representative on the Board of Directors, he had little control over the company's
operations and accounts. One of the points at issue in recent years has been the
way in which the value of the diamonds was determined, and another has been the way
in which the profits were calculated, as not all sales were included.

22. The company's balance-sheets for the years 1963 onwards show an item entitled
"vendas de diamantes a ayurar' which in that year amounted to 173.7 million escudos.
This item wpparently represented diamond sales in which the final price of the
diamonds had not been fixed and therefore had not been included in the calculations
of the profits earned. By 1969, this item had risen to T793.5 million escudos and,
according to one report, it exceeded 1,000 million escudos in 1970. Since this

sum in fact represented undistributed profits, negotiations between the Portuguese
Government and the company finally resulted in half of the amount going to the
Angolan Government and the other half going to the company's capital account. The
contract embodying the terms of this settlement was signed in October 1970

(Decree Law 536/70, 29 October 1970).

23. Under the terms of this contract, the registered capital of the DIAMANG was
increased from 294.1 million to 865 million escudos by transferring 570.9 million
escudos from the undetermined diamond sales to the capital account. As a result,
the value of the 1,730,000 shares was increased from 170 escudos each *o 500 escudos
each. An equal amount of 570.9 million escudos was to be paid to the Government of
Angola in foreign currency. Of this amount, the Government would receive

460 million escudos in cash and 110.9 million escudos was to be applied towards
repayment of the 500 million escudos loan which DIAMANG had made to the Angolan
Government in 1967 at a U per cent rate of interest and which was to be repaid in
five yearly instalments starting in 1968 (Decree Law 47,904, 6 September 1967).

The new contract rescheduled the repayuent of that loan to five annual instalments
from 1971 to 1975. Including the 500 million escudos, at the end of 1969 the
Angolan Government's loan balance with DIAMANG amounted to 650.1 million escudos.

24, Ir June 1971, the Chairman of the Board of Directors of DIAMANG gave the annual
general meeting a detailed account of the company's 50 years of operations in the
Territory. According to his statement, which was published in full in one of the
Angola newspapers, at the end of 1970 the compeny's accumulated financiel resources
amounted to 20,230 million escudos. The.source of this income and the use to which
it was applied is shown in table 2 below.
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Table 2

Angola Diamond Company (DIAMANG): record of operations, 1921-1970

Million escudos Per cent
Income: 20,230.0 100.0
Paid-up capital 29L .1
Gross income from diamond sales . 18,619.7
Financial operations 1,317.2
Use of income:
Employment costs 10,008.9 49.5
Reserves 487.2 2.4
Share in the defence of the Territory
(frem 1961) 193.2 0.9
Public works for the local population
in Lunda L8.2 0.2
Cultural and scientific research 39.0 0.2
Welfare 110.1 0.5
Paid o the territorial Treasury:

Totel: 5,287.5 26.0
Share in profits 4,191.6 20.6
Dividends and bonuses 380.9 1.9
Purchase of bonds 125.0 0.6
Loans at end of 1970 481.6 2.4
Loans converted to grants 108.4 0.5

Reserves incorporated in capital 5T0.9 2.8
Distrivuted dividends excluding the

Government 3,k82.1 17.2
Other payment: to shareholders 58.9 0.3

Source: Report to the annual meeting, gﬁProvincia de Angola, 1 June 1971.




25, Discussing the controversial question of the company's exemption from foreign
currency controls, the Chairman recalled that much criticism had been directed
against his company on this question. According to the Chairman, the company

was not the only enterprise exempted from exchange controls. Nor was such
exemption a reflection of practices of long ago since currently some contracts made
provision for such exemption in cases where it would be advantageous to publi:
interests "within the limits of possibility".

26. The Chairman of DIAMANG also noted that during its 50 years of operations,
the company had delivered 6,640.1 million escudos in foreign currency to the
Territorial Exchange Fund. l/ This inciuded: imported capital, 26.8 per cent
(25 ner cent was required under the contract); profits and dividends paid to the
Territory, 16.8 per cent; balance of loans to the Territory at 31 Decewber 1970,
T.5 per cent; purchase of bonds issued by the Territory, 1.9 per cent, In
addition, foreign goods imported at no cost to the Territory's foreign exchange
smounted to 19.3 per cent, and operation costs incurred outside Angola amounted
to 11.6 per cent. Thus, 84 per cent of the company's foreign exchange edrnings
had been for the bensfit of the Territory whlch with 200,000 shares, was the
largest single shareholder. m/

27. In Octeber 1970, the territorial Government allocated 100.9 million escudos
of the funds received from DIAMANG for various government activities. These
allocations included 28 million escudos for the University of Luanda;

32.4 million escudos for the teaching staff of the Department of Education;

10 million escudos for the police; and 10 million escudos for the purchase of
transport vehicles for the public services. It may be recalled that, since 1969,
the territorial Government has been faced with the problem of reising enough
revenue to meet the demands for more schools, health facilities, road and water
supplies. n/

28. In 1971 DIAMANG is expected to spend 650 million escudos on prospecting,
demarcation of its concession and purchase of equipment.

(b) De Beers~-DIAMANG consortium

29, In May 1971, the Portupguese Government awarded the 975,700 square kilometre
diamond concession area freed by DIAMANG to a new consortium formed by DIAMANG and .
De Beers Consolidated Mines of South Africa, Ltd., knewn as Consdrcio Mineiro de
Diamantes (CONDIAMA) (Decree 198/71, 12 May 1-7L). The two companies aré& each

to subscribe 49 per cent of the registered initial capital and all future capital
increases. The remaining 2 per cent will be subscribed by unspecified sources.

The Angola Government is to receive 10 per cent of the shares free of charge.

1/ For a brief explanation of the Exchange Fund, see ihid. Twenty-second
Session, Arnexes, addendum to agenda item 23 (part II) (A/6700/Rev.1), chap. V,
paras. h6~53.

m/  The two next largest shareholders, with over 10G,000 shares each, were
non-Portuguese, as was one of the next three largest shareholders, with 50,C00 to
1.00,000 sheres.

Ef Official Records of the General Assembly., Twerty-fifth Session,
Supplement No. 23 (A/8023/Rev.l), chap. VII, annex I.B, paras. 143 and 1hkh.
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Neither De Zeers nor Di \WMALG may transfer thneir holdinps in the consortium witlout
the approval of the Portuguese Government. This is interpreted in the Portuguese
press as governmernt control over 98 per cent of the capital. The initial capital
nust te at least 24 million escudos. Once miaing operations begin, the Governuent
mey require the consortium to increase its canital by 15 per cent, which may be
acquired by the Government.

37, Unlike the original DIAMAICG contract, which granted the entire concession
area for a period of 50 vears, the COMDIAMA contract provides for successive
redactions of the srea held., CONDIAMA rust free half the concession area oy the
end of 1971 ard contimie the reduction each year thereafter until it hag Jdiminished
to 33,000 gquare kilowetres at the end of 1077. The consortium must spernd a
mintaum of °b0 nillion escudos on prospecting by the end of 1973 and., once it

Las “emarcated claims it will lose any areas which are not worked during three
consecutive yeurs or over o total period of five years. lMining rights are for

25 yecars ara may be extended for two further neriods, one of 15 and one of

10 years. The tern of the contract is for an initial neriod of 15 years wuad may

he extended therenfter for subsequent neriods of 10 venrs.

2i. COUDTAMA is required te pay. (=) a 12.5 per cent royalty on the vailue of the
amonds minzd, at a reduced rate ol 6.25 per cent during thoe first five years of
nin,. operations; (b) & surface rent, beciuning in 1974, of 110 escudos per

gviare kilorwetre, and rising to 500 escudos ner square kilometre in 1977, giving an
averasz of 20 millioa escudos a rrear »ver the four years: (c) 2,500 escudos ner
cquare kilometre of demarcated claim:, (4) an income tax of 50 per cent of the

net profits from the sale of «diamonds and other activities, th. value of th=
dismonds heinc calculated in accordance with the coatract provisions: (e) a tonus
of 5 mer cent of the pro*its when these attain respectively 200, 400, 800 and
1,600 million escudos; (Ff ) 2 million escudcs a year to the Overseas Mining
DcvelopMﬂnt Tand the first five yeors, and 0., per cent of the annual diamond sales
thereafter, and (g) a bonus of T millio. escudos on signing the contract. 1In
return, the consortium is exenpted from all other taxes (except stump and
statistical taxes) ond export duties, as well as import duties on necessary
e~uinment, including airplenes and uelicopters.

d

j2 f-h i_..ﬁ
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37, Timlike DTAMAKG, it is subject to the exchange contrels in foerce in the
Jeyritory ond must turn over its foreign axclhiange earnines to the Territory.
Acecerding to the loeal press, thiz auestion caused some difficulties in the
n2eotictions between the oonaortlum and the pOruuPHPQP Government since DTAMANG
itaelfl, a3 well zs the Cavinda Culf 012 Compony, is still exempt ifrom those
controls. Thre contract also estarlishes a cystem for identifying, recordins and
storina all diamonis produced. Once stored, the diamonds may be moved nnly fter
“ne territorial geolosical and mining services have been informed. All stones
must bt elassified andi aporaised in Angola or Portugel, and the Government may
supervise the arpraisal. The Government has the right to arpoirt a movrernment
rerrasentative and two members to the Yoard of Directors. In addition, the
Goviornor-feneril may appoint a special representative to supervise operations.

30, I Teers Jongolidcoted Mines of Scuth Africa, Ltd., was incornorated on

13 aroL lﬁgn i, the formar colony of the Cape of Good Home, South Africi. It is

the. verlu's largest diamerd rroducer. It has pfewemptive rights over all diamond

discoverias, in other parts of / frica, including ccncession areas of the Couth West
Africa CUo., Ltd., in Hemibia. It also controls tne Central Selling Orgauization,

il



which handles 85 per cent of the total world production of diamords. Through
subsidiaries, the company has substantial interests in the explosives and chemical
industries, and in gold., coal and copper mines. It also has synthetic industrial
diamond facpories at Shannon, Ireland, and Johannesburg, South Africa.

34, In 1969, De Beers' total sales amounted to $US692.1 million; its assets were

$US1,050.6 million, and its net income was $US157.2 million. The company ranks
ninety-seventh in "The Fortune Directory” for 1970. o/

(¢c) Other diamond concessions

35. In May 1971, it was reported that Companhia de Diamantes Oeste de Angola,
S.A.R.L. (OESTEDIAM) expected to spend 13 million escudos in prospecting. There

is no recent information on the other three new diamond concessions granted in 1969
to Diversa-Internacional de Exploragéc de Diamantes S.A.R.L.; the Companhia
Ultramarina de Diamantes, S.A.R.L. (DIAMUL); and the Companhia Nacional de
Diamantes, S.A.R.L. (DINACO). p/ '

36. In December 1970, the Companhia Mineira de Malembo applied for a diamond
concession in northern Angola, including the Cabinda enclave. The Companhia
Mineira do Malembo is partly owned by the Sousa Machado family, which is connected
with the Companhia Mineirs do Lobito.

Petroleum

(a) Production and exports

37. Crude petroleum production in Angola rose from Th9,51l4 tons in 1968 to
2,457,510 tons in 1969. Exports rose from 16,764 tons to 1,502,391 tons. Nearly
all the increase was from the concession of the Cabinda Gulf 0il Company. During
mest of 1970, exports of crude petroleum from Cabinda fluctuated around

400,000 tons a month, and total exports for the year exceeded 4.2 million tons,
valued at 1,389.2 million escudos. g/

38. In 1969, more than one third of the total quantity of crude petroleum exports
vent to the Netherlands. Quantities of crude petroleum were also exported as
follows: Denmark, 385,927 tons; Spain, 200,479 tons; United Kingdom of Great
Britain and Northern Ireland, 80,540 tons; United States of America, 57,368 tons;
Portugal, 55,478 tons; and Japan, 36,872 tons. Comparable figures are not yet
available for 1970 (see table 3 below). In 1971, it was reported that Spain had
agreed to purchase T00,000 tons of crude petroleum annually from the Cabinda Gulf
0il Compeny.

o/ "The Fortune Directory: The 200 Largest Industrials outside the United
States", Fortune, June 1970. B

p/ For a description of these concessions, see Official Records of the
General Assembly, Twenty-fifth Session, Supplement ¥o. 23 A (A/8023/Rev.1/Add.l),
annex, appendix III, paras. 21 ff. ‘

g/ In April 1971 a govermment spokesman said that with the producticn of
110,000 barrels a dey in Angola, Portugal ranked twenty-ninth among the weorld's’
petroleum~producing countries. :
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Table 3

Angola: crude petroleum and petroleum products:

destination of exports, 1968-1969

1968 1969

Country Tons Thousand escudos Tons Thougand escudos
Crude oil

Totsel exports 16,764 5,163 1,502,391 485,110

Netherlands - - 685,727 222,308

Denmark - - 385,927 124,085

Spain 0 200,479 &l ,569

United Kingdom 0 80,540 26,013

United States 62 T 57,368 19,266

Portugal 16,701 5,155 55,478 17,005

Japan - - 36,872 11,865
Fuel oil

Total exports 257,106 104,171 250,800 99,083

Shipping 209,007 88,360 148,780 68,115

Portugal 29,100 10,382 66,561 23,849

Greece - - 35,231 5,913
Petrol

Total exports 0 2 418 oTh

S#o Tomé and Principe - - 417 967

Shipping 0 2 1 T

Source: Bank of Angola. Annual Report, 1969.

39. As a result of the increased petroleum output, revenue from this source
(receitas resultsntes do regime tributdrio especial das indiistrias petroliferas)
has increased sharply since 1966 (sez table 4 below). In 1969, revenue from
petroleum production was expected to provide almost 10 per cent of the Territory's
ordinary revenue. In 1970, however, despite an all-time record output, the
estimated revenue from this source was revised downwards, presumably because of




overpayment the previous year when production fell below planned targets. g/ At
the end of 1970, following the Teheran agreement on petroleum, the Portuguese
Government introduced the use of posted prices as the basis for calculation of the
taxes and duties levied on petroleum and profits from cil operations. Accor”™ .ng
to the Portuguese press, the changes axe expected to increase the Territory-s
revenue "by millions of escudos'.

Table U

Angola: revenue from the petroleum industry, 1965-1970

(million escudos)

Estimated Actual
1965, ¢ v 4 v v . . k.2 4.2
19660 & ¢ 4 o 4 . . L.2 4.2
1967 v v v v v o & 87.5 39.1
1968. . . . . .. . 1.0 38.2
1969. « .+ . . . . 522.1 530.4
1970, « « « o v+« 218.5 a/ cee

Scurce: Bank of Angola. Annual Report.

a/ Decrease from 1969 because of an adjustment in the estimatsd receipts
from oil operations.

(b) Prospecting and mining

(i) Cabinda Gulf 0il Company

4L0. In October 1970, the Minister for Overseas Territories signed a new coﬁtract
with the Cabinda Gulf 0il Company changing some of the provisions of the
previous contract.

41. It will be recalled that, upder the terms of its contract of 19 December 1966,
the company was required to release 25 per cent of the area of its concession at
the end of 1968, another 25 per cent by 1 January 1970 and a further 25 per cent
by 1 July 1571. It was also required to spené a minimum of 75 million escudos a
year in prospecting and to pay the Government of Angola a bonus of 20 million

r/ See Official Records of the General Assembly, Twenty-fifth Session,
Supplement No. 23 A (A/8023/Rev.l/Add.l), annex, appendix III, para, hT,




escudos in United States dollars on each extension of the conecession contract. s/
According to an unofficial sourze, between December 1966 and December 1970 the
company spent more than 1,000 million escudos in prospecting. 'The company had
therefore more than fulfilled the minimum expenditure requirements,

L2, The new contract, the text of which is not yet available, will take into
account the newly introduced international prices.of petroleum products (posted
prices) as & means of determining the Government's share of the profits. At the
end of 1970, the company was reported to have begun a programme of investments
exceeding 1,500 million escudos. The company expects to inerease production to
7.5 million tons a year.

43. In September 1970, the company paid 62 million ¢scudos to the Government of
Angola in fulfilment of its contractual obligations for the first six months of
the year. According to a statement made by a representative of the Gulf 0il
Corporation in May 1971 to the Sub-Committee on Africa of the United States
Congress Committee on Foreign Affairs, at the end of 1970 the company had paid a
total of $US30 million in taxes, royalties and special payments to tne Government
of Angola. Most of this sum was paid in the form of advances against royalties
and taxes on anticipated future oil production.

(ii) ANGOL-PETRANGOL

44, As reported previously, ANGOL-FPETRANGOL now has several petroleum prospecting
activities: ANGOL alone; the PETRANGOL-ANGOL Association; the ANGOL-TOTAL
Association (ANGOL and the Compagnie Francaise des Pétroles); and the PETRANGOL-
ANGOL-TEXACO Association. t/ No details are available en ANGOL's prospecting
‘activities in its own conceszion, vhich includes the off-shore areas of Ambriz, the
Congo and the Cuanza river basins. According tc ANTQL's report for the year

ending 31 December 1970, it has made two furthe - -juests for petroleum
prospecting and mining rights, one in the Bengu - ilogdmedes  ea, and another to
extend its present off-shore concession beyond 200 metres in depth. A decisicn

on these requests was still pending at the end of May 197L.

k5, ANGOL-TOTAL carried out prospecting in the eastern part of the Cuanzy basin
with refraction seismic profiles and gravimetric surveys at a number of points.
It also made some test drills, which revealed the existence of gas and petroleunm.
In 1971, drilling will * ~gin off-shore from Ambriz.

L6. ANGOL-TEXACO carried out prospecting in the outer Congo River Basin region,
and PETRANGOL-ANGCL-TEYACO has made some test drills in the inner Congo River
Basin region and begun some drilling. It has also begun soundings in the maritime

s/ Ibid., Twenty-third Session, Annexes, agenda item 68, document
A/T7320/Add.1l, appendix III, para. 2h.

t/ TFor a description of the contracts snd the concessions, see ibid..
Twen@i}sec@nd Session, Annexes, §genda item 24, document A/6868/Add.1,
appendix III, paras. 37-46; ibid., Twenty-third Session, Annexes, agenda item 68,
document A/7320/Add.1l, appendix III, paras. 16-23; ibid., Twenty-fourth Session,
Supplement Wo. 23 A (A/7623/Rev.l/Add.1), éppendix III, paras. 27-34. ‘
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zone of ‘this region. PETRANGOL~ANGOL completed refraction seismic profiles over

e wide area in the western Cuanza region and a number of test drills, In

November 1970, the Economic and Social Council of Angola approved the award of six
petroleunm claims to PETRANGOL.

47, According to PETRANGOL's annual report for 1969, the productlon from its
concession amounted to 728,271 tons, compared with 558,979 tons in 1968. Of the
total 1969 output, 73,855 tons were from PETRANGOL's own deposits and 654,416 tons
from PETRANGOL's concession with ANGOL, of which PETRANGOL's share was 327,208 tons.

48, ANGOL reported that during 1970 two wells at Mulenvos and Quenguela North
produced 661,212 tons (734,680 cubic metres) of crude petroleum which was sufficient
to supply the Luanda refinery of PETRANGOL and to enable ANGOL to export from its
share of the output a small surplus of crude petroleum to Portugal, ANGCL's annual
report for 1970 stressed the company's importance as 'the first really national
enterprise" in petroleum prospecting and development and its contribution as a
motor force in mobilizing for the development of the conjunto portugués and the
conjuntura estrategica. '

49, The original 1965 contracts by which ANGOL first became associated with
PETRANGOL were for a period of five years and were to expire at the end of 1970. It
appears from the on-going prospectlng works scheduled for 1971 and beyond that those
contracts either have been or will be renewed, but no information was available at
the end of May 19T71. '

50. In 1970, ANGOL increased its registered capital from 120 million to 380 million
escudos. Of this amount, 100,000 escudos was to be raised by public subscription

in Angola. At the end of 1970 total investments by ANGOL and its associates
amounted to 2,260 million escudos, of which 868.7 million escudos was by ANGOL
alone, It will be recalled that, over a five-year period, ANGOL and PETRANGOL were
eacn required to spend an additional 300 million escudos in its own conceéssion. u/
The company s profits for the year amounted to 33 million escudos, compared with

19 million escudos in 1969, Total payments made by ANGOL to the Government

amounted to 9.5 million escudos, In addition, the company paid 1.2 million escudos
for "security expenditures".

(¢) Refining =and processing

(i) PETRANGOL refinery

51. Up to the end of 1970, the only refinery in the Territory was the PETRANGOL
plant in Luanda. During 1969 this refinery processed 665,000 tons of crude
petroleum. The output of refined petroleum products for 1968 and 1969 is shown in
table 5 below. Except for fuel oil, in 1969 all the refined products were
consumed in the Territory.

u/ Ibid., Twenty-second Session, Annexes, agenda item Eh document
A/6868/844.1, appendix III, para. L3,
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Table 5

Angole: output of refined petroleum products, 1968-1969

(tons)

Product 1968 1969
Butane gas 9,433 6,271
Petrol (gasoline) 65,882 61,696
Diesel oil 135,452 98,389
Kerosene 8,254 7,518
Jet fuel 46,860 46,857
Fuel, extra<heavy 41,565 24,012
Fuel 1500 177,848 276,247
Bunker C 135,025 87,006
Asphalt 11,286 10,685
Others - gl10

Total 631,614 621,591

Source: Banco de Angola. Annual Report and Economic and Financial Survey of
Angola, 1969,

52. The PETRANGOL annual report for 1969 pointed out that the Government of Angola
owned one third of the shares (300 million escudos out of 900 million escudos
capital) and was entitled to receive half of its profits. It was therefore in
everyone's interest to ensure that the company continue operations and that the
wells should not be exhausted. It was suggested in the report that the problem of
the Government's participation in the activities of the refinery - the only problem
not settled in the Protocol of 23 December 1968 v/ - should be settled by
arbitration. As PETRANGOL was originally granted exclusive rights to refine
petroleun, it has contested the Government's decision to authorize a second refinery
and has asked that this matter also be decided by the arbitration procedures laid
down in the roncession contract.

53, As to the refinery, PETKANGOL expects that the expansion of its capacity to
one million tons will take care of the Territory's "economic and military needs for
some years to come". w/ (The Territory's needs are estimated at 500,000 tons of

v/ Text not available,

v/ Since 1962, when jet fuel was produced for the first time, its output has
steadily increased, rising from 1,706 tons that year to 29,619 tons in 1964,
37,004 tons in 1965, 42,399 tons in 1967 and 44,857 tons in 1969,



petroleum products per annum.) When completed at the end of 1971, the Luanda
refinery will begin producinz 90 octane gasoline. The new capacity of the
refinery will be as shown belowr:

Product Tons
Diesel oil 265,000
Gasoline, 90 octane 100,000
Jet fuel 80,000
Butane gas 20,000
Kerosene 17.000
Fuel oil 43k, 000
Asphalt 25,000

PETRANGOL's annual remort therefore questioned the wisdom of the Government's
decinion to authorize ANGOL to build a new 650,00N-ton refinery, and expressed the
hope that the Government would introduce measures to nrotect the Luanda refinery.
The first pbase of the work in the exprnsion of the rofinery was completed in 1969
at a cost of 139 million escudos. Tn March 1971, it was rcported that a Portuguese
firm had been awarded a 250 million escudo contract for the second phese of the
expansion, which is due to be complcted at the erd of 1971.

54, PETRANGOL's net profits for 1969 amounted to 70.9 million escudos, and total
poyments to the Government amounted to 190.% million escudos. It employed 1,397
persons, including 27 foreigners.

(ii) ANGOL refinery

55. The refinery referred to above, which is to be built in the Lobito~Benauela
industrial district, will involve an investment of 475 million escudos and is
expected to be completed by March 1975. It will employ hSO{persons: 65 ‘technical
staff, 115 administrative personnel and 270 workers.

56. ANGOL is to organize a new company for the installation and operation of the
new refinery which is to have & registered capital of 150 million escudos. Any
investment from abroad has to be placed throunh the Exchange Fund., If ANGOL
decides to omnerate the refinery itself, it will have to increase its own registered
capital by a sum to be establislied by the Angola Govzrnment. In either case, the
Government will receive a proportion of the shares without charge. The company
has already paid the Government a security of 5 million escudos.

(d) Regquests for new concessions

5T. By May 1971, there were at least 33 application$S for vetroleum

“concessions pending a decision by the Portuguese Government. Interested companies
include ANGOL and Texaco, Inc., which are already operating in the Territory as
petroleum concessicnaires, and the following companies: (a) Companhia Mineira do
Lobito, S.A.R.L., concessionaire of the Cassinga mines in southern Angolm; (b)
Cempanhia dos Petrdleos de Portugal, S.A.R.L. (SACOR) and Sociedade Nacional de
Petrdleos, S.A.R.L. (SONAP), applying jointly for a single concession; {c) Sociedade
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Pertuguesa de Exploracao de Peuroleos- (d) Mr. Reinaldo Marques Redrosa; (e)

Mr. José& Pedro de (lampos Pereira; (f) Société Nationsle des Pétroles d'Acquitaine
of France; (g) Compagnie Africaine des Pétroles, which is a subsidiary of the
French group TOTAL; (h) Ratacpe Petroleunm Maatsehppij (B.P.) of the Netherlands;
(i) Roval Dutch Shell, (3) Teesh Belemggings (fdms) PpK; (k) Lux Petroleum Co, of
Switzerland; and (1) Occidental Petroleum Corporation of the United States. x/

Iron ore

(a) Companhia Mineira do Lobito: Cassinsa

58. As wmrevious reports have shown, both production and exports of iron ore have
increased in recent yeurs, According to the latest information avnilable,
procuction in 1969 amounted to 5,477,657 tons, valued at 1,085.4 million escuvdos
(revised figure). The 1970 exports amountedl to 6,334,000 tons, valued at

l,h22 5 wmillion egcudos. Accordine to one report, anproximately 2.5 million tons
wac to go to Japan, 1.5 million tons to the Federal Republic of ;erm&nv, 500,000
tons to France, hOO,POQ tons to Portugal, 150,000 tons each to Spain and the United
States and 550,000 tons to various otlier countries, The countries of destination
in 1968 and 1969 are shown iu the annex,

3. As far as is known the entire praduction in 18G9 snd 1970 was from the
Cassinga mines of the Cowpanhia Mineira do Lotitc. y/ The two main deposits
currently being mined are Cassinga Neorth, also knowvm as Jamba, and Cassinga South,
or Mehamutete, In addition to high-grade ore (content %2 to 64 per cent) the
company has resumed mining and export of medium-grade ore and itabarite. In

June 1971, the commany was reported to be seeking co~operation with an international
copsortium to develup the low-grade ores in the Territory and was planning the
formation of new enterprises to prospect and mine non-ferrous ores.

0. In a series entitled "Anpola, facts and figures" published in A Provincia de
Angrola, one article explained that the so-called Cagsinsa project was known not
only because of its large reserves an? substantial contribution towards easing the
Territory's balance of payments difficulties but also because of its contributicn
to the s=2ttlin; of the southern part of the Territory and to the stimulation of
agricultural, industrial and commercial enterprises. At the end of 1970, the
company was.reported to have slmost completely finished the installation and
equipment works for the project, including the necessary port, rail and
transportation facilities, It also expected to pay off all its financial
obiligations well in advance cf the ten-year pericd envisaged,

$1l. In a new development, the Companhia Mincira do Lobito was authorized in 1970 to
se’ up a shipping company known as Transmineira - Compenhia Nacional de Navios
Mineraleiro:.. Apart from the Companhia Mineirs do Lobivo, which has the largest

E/ See also Qfficial Records of the General Assembly, Twenty~fifth Session,
Suvplement %o. 23 i (A/8023/Rev.1/Add.1l), annex, appendix III, para. 54.

y/ For a description of the Cassinega project sce ibid., Twentieth Session,
Annexes, addendum to agerda iter 23 (2 /6000/Rev 1), chap. V, appendix, annex I,
paras. 207- 105 ibid., Twenty-fourth Session, Sunplement Wo. 23 A
(A/7623/Rev.1/Add.1), ampendix IL. paras. 37- 7T,
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number of shares, other shareholders include the Bank of Angola, with 2 per cent,
and the Companhia Nacional de Navegac&o, the Portuguese shipping monopoly.
Transmineira will take over the transportation of ores sold by the Companhia
Mineira do Lobito.

- 62. In 1970, there were 4,350 persons employed in connexion with the Cassinga
mines. Of these, 1,280 were specialized workers and 3,070 were non-specialized
workers, classified as "rural" workers under the Rural Labour Code of 1962. z/
Ircluding members of families, a total of 12,250 persons lived in the mining area.
Therc is no information on the salaries puid, but the company provided medical
facilities to the workers and their families and had fifteen teachers for the

50C children of primary school age.

(b) Companhia do Manganés de Angola: Cassalas project

63. It will be recalled that in 1968 the Companhia do Manganés de Angola was
reported to be studying the possibility of developing the iron deposits at

Cassalas, 28 kilometres from Salazar, in Cuanze-North District. The stu'y of the
economic utilization of the ore in the Cassalas Mountains was entrusted in 1965 to
tLe consulting firm of Iddckner Industrie, Federal Republic of Germany. Other
parcicipants in the study were Klockner-Humboldt-Deutsz, Federal Republic of Germany;
Head Wrightson Irou and Steel Works Engineering, United Kingdom; and
Studiengesellischaft fur Eisenerzaufbereitung, Federal Republic of Germany.

64, Two' deposits are involved, one at Cassalas, where assured exploitable high-
grade ore is estimated at 40 million tons, and one at Quitungo, where preliminary
prospecting led to a firm estimate of reserves of 25 million tons of ore., Since
then, the reserves have been estimated at 55 to 90 million tons. The plan for
exploitation env;sages the production of 1.8 million tons a year and pelletization
of the ore at the mine using electricity from the Cambembe dam, This project is
expected to cost 1,571.8 million escudos, with 50.1 million escudos for
pre~investment; 133.7 million escudos for mining equipment; 606 million escudos
for the processing plant; 580 million escudos for the pelletization plant; and
192 million escudos for other instsllations. The ore reserves are expected to
provide for at least twenty-two years of mining at the envisaged rate.

65. In 1969, the Companhia do Manganés de Angola went through a difficult year.
Because of conditions at the mine, the company could only produce ore with a

60 per cent content, of which part was accidentally contsminated by sulphur. Also,
because of the congestion at the port of Luanda, the company was unable to arrange
for regular delivery of ore to its customer in the Federal Republic of Germany,
represented by Rohstoffhandel. Since the terms of delivery were on a cnst and
freight basis, the increase of freight charges in August 1969 caused the company
to lose more than 5.3 million escudos in fulfilling its contract. Subsequently,
the Overseas Mining Development Fund granted the company a loan of 3 million
escudos on privileged conditions.

z/ See ibid,., Twenty-third Session, Annexes, addendum to agenda item 23
(A/7200/Rev.1), chap. VII, annex II, paras. 168-170.




Other miner=als

(a) Sulphur

66. In June 1970, the Portuguese Government awarded a contract to Johannesburg
Consolidated Investment Company, Itd. (Johnnies) of South Africa sa/ for the
developm§nt of sulphur deposits and other associsted minerals., (Decree 322/70,
17 June.

67. Under the terms of the contract, Johnnies is granted exclusive rights in two
areas to prospect for and mine sulphur, gypsum and related minerals, but not
radic-active minerals, petroleum, coal or diamonds. The' twp areas lie along the
coast south of Nove Redondo. Johnnies is required to get up a companv with a
minimum registered capital of 8.4 million escudos and having its headquarters in
Portuguese territory. The company will be required to carry out intensive
prospecting until it finds deposits of at least 160 million tons of gypsum, with an
adequate sulphur content for production, or, alternatively, deposits which will
produce 33 million tong & year. The company must spend at least 8.4 million
escudos on prospecting during, the first three years. Thereafter, prospecting
rights may be extended for another period of two years over 50 per cent of the
original concession. Mining rights are for 25 years from the date of demarcation
and may be extended® for another 20 years.

68, ©Sales contracts have to be approved by the Government, which may acquire

50 per cent of the output and may require the company to process all or part of its
output in the Territory. The company is subject to foreign exchange controls and
to an income tax of 50 per cent from its nel profits, calculated in accordance with
the provisions of the contract. bb/ After the fifth year, the company will be
required to pay a fixed mining tax and a royalty of T per cent of the sales,
instead of the vroportional mining tax. This royalty will be payazble at 5 per cent
after the company starts processing in the Territcry. The company will also be
required to pay 600,000 escudos a year to the Overseas Mining Development Fund and
will be exempted from all other taxes except the statistical tax and the stamp tax.

69. In May 1971, Tenneco-Angola, Inc., was reported to have ceded its sulphur
concession to a South Africsn group. ce/

(b) FPhosphates

T0. In September 1970, the Portuguese Government granted the Companhia dos
Fosfatos de Angola a new contract extending the period of its exclusive rights to
prospect for and mine phosphates in Csbinda District. dd/ According to a report,

ATV ) Bara-tN—————

aa/ Tor information on the company. gge ibid., Twenty-fifth
Session, Supplement No. 23 A (A/8023/Rev.1/Add.1l), annex, appendix IIT,
para. 37.

bb/ In contrast to the conditions obtained by some other companies, Johnnies
may not deduct the royalty payments from its gross profits in determining its net
income.,

ce/ For & description of the original Tenneco-Angola concessidon, see Official
Records of the General Assembly, Twenty-fourth Session, Suppleme..t No. 23 A
(A/7623/Rev.1/Add.1l), appendix II, paras. 42-46,

ad/ Ibid., paras. 47-51.
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the compeny is required to have an initial capital of 3 million escudcs, whieh

may be raised to 30 million escudos, Subject to certain conditions, the company
may freely export its mineral output.” The Government retains the right to
determine the sale price of the company's output and to warticipste in fixing
procedures and conditions which affect the calculation o' its share in the prefita,

(¢) Radio-active minerals

Tl. In December 1970, it was veported that experts from the Portuguese Nuclear
Energy Poard were to begia prospecting for uranium in Puambo District. A number of
deposits have been discovered since 1951, but there arc no details as to their

size and quality.

(d); Gold and other minerals

T2, It was reported in 1970 that the Couypanhia Mineira do Lohito was taking steps
to develop some of the other mineral deposits known to exist in its concegsion
area. The coupany hag entered into a contract with the Société Francaise d'Ttudes
Miniéres (Sofremines) wiereby the latter will evaluate some of the known
occurrences, especialliy the gold deposits at M'Popo and Chipindo in Huila District,
and Gove in Huambo District. Also to be evaluated arc the copper deposits at
Calumbumbolo and Cuchi in Cuando Cubango District, wolfram and molybdemuwn in the
Bailundo area in Huambo District.

T3. Sofremines is reported to he c¢losely linked to the Rureau de Recherches
Géoloriques et Miniéres, which is under contract for a mineral survey in
Mozambique. ee/

Finsnciael ard other implications

Th, Detailed information on the Territory's eccounts for 1970 is not yet
available, so that the Govermment's income from mining can only be estimated., As
shown in %able 6 below, the available duta suggest that mining activities prohably
contributed more than 1,800 million escudos, or more than one third of the
ordinary revenue of 6,335 million escudos. This represents an incresse of

80 per cent over the revenue generated by the mining industry in 1969. If/

ee/ See ibid., Twenty-fifth Session, Supplement Wo. 23 (A/8023/Rev.1),
chap. VII, annex, appendix III. paras. 110-116.

£f/ Sec ihid., Supplement No. 23 A (A/8023/Rev.1/Add.l), annéx, appendix III,
para. 83.




Table 6

-~ P

Angola: Estimeted territorial income from mining, 1970

(nillion escudos)

Dividends and profits from DIAMANG 3&9.03/
Svecial payment froin DIANMANG 57T0.9

Tncome from Angola Pelroleum Company /

(PETRALCOL) 190, 7%

Cabinda Gulf 0il Company BSS.OP/

ANGOL 9.59/
1,975,.1

P s ]

a/ Rate paid by the company in 1069 (PRTRANGOL report for 1969).

b/ Gulf statement to United States Congress, Sub-Committee on Africa,
May 1971.

75. It is ¢ifficult to determine in what way the mining revenue has helped to
roice the standards of the mejority of Africans in the Territory arart Trom those
directly weaplcyed. The following tahle shows the evolution of =& number of selected
items of government expenditur: during the period when revenue from mining has
sharply incr=ased,

Table T

N et

a/

Angola: nmvolution of soverument expenditure, 1968-1971—

(;nillion escudos)

Expenditure 1966 1969 1970 1971 1971 over 1968
wational security, }
including secret police 33.3 +3.2 50.6 T2.6 118.0
Pu?ii;\Securlty Police 0511 305,14 363.5 463.5 109.3
0PV 14.0 Ne.o Ll .0 ho .} 252.9
268.7 394.8 hs3,1 585.5 117.9
Fducational services 334.9 401.7 hs7.4 611.8 82.7
University of Luanda L9.5 Q7.2 1kh5.5 235.5 375.7T
Public health 257.8 323.2 351.7 431.4 67.3
Eho.2 822.1, o54.6 1,278.7 99.1

m——

Source: Boletim Oficial de Angola, Series I, 2i January 1968, 7 February 1969,
6 Zcbruary 1970 and 5 February 19YT1.

a/ Data from budget estimates, summary table of chapter IV, Adminietraclo
Geral e Fiscalizaqfo.
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76. As previous reports have shown, up to 1968 mining provided employment for
fewer than 35,000 pérsons., Official statistics for 1969 and 19TC are not yet
aveilable but it appears from the reports of the mining companies that there has
been little chianve in the number of persons employed. In 1969, DIAMANG employed
over 28,000, the Cassinga mines 3,350 and PETRANGOL 1,397. According to a
statement hy an official of the company, at the peak period the Cebinda Gulf 0il
Company and its contractors employed some 2,000 persons, but in 1970 they employed
some "700 native Angolans” and of the "175 nationals" working for the company,

hirty-eight already held supervisory positions. gg/ There is no recent
inTormation on wage rates.

77T« It has been claimed by, or on behalf of, the mining companies that their
activities generate income, introduce new skills and training, and stimulate
economic development. An officer of the Cabinda Gulf 0il Company, for instance,
reported that in 1970 it spent $US20 million for goods and services and that much
of this was pumped directly into the local economy. So far, however, except for
the expansion of ports, roads and rail fa6111t19¢, there is little information on
the growth of economic activities in the mining areas which would survive once the
mines were depleted,

_g/ It will be wecalled that under the terms of its contract, Cabinda Gulf
is specifically required to give preference to Portuguese nationals and to train
them to replace imported staff, ‘

—



2. TRANSFORMING INDUSTRIES

T8. A number of Portuguese sources have reported the spectacular expaension of
industrial production in recent years as a cign of the Territory's promising
dynamism. One report, for instance, pointed out that production of the industrial
sector in 1969 was 93 per cent higher than in 1966 and 3! per cent hirher than

in 1968. These sources concede, however, that most of the growth was in the
extractive industries, as already described in the foregoing section.

79. Available information shows that altbough the value of the output of the
trensforming industries more than doubled between 1967 and 1970, authorized new
capital dropped from 642.1 million escudos in 1967 to 331.0 million escudos in
1969 and in 1970, at 471.6 million escudos, was below the rate of investment

in 1968. The information in table 8 below also shows that in 1968 the average .
amount of new cepital authorized per industry was 1.9 million escudoz. For each
1.9 million escudos invested, 24 jobs were created. In 1970, however,

the average investment per industry had dropped to 1.6 million escudos,
corresponding to eighteen jobs. In fact, as a rule, a few large industriss
generally account for the major proportion of the new capital, so that the
average capital per industry was probably considerably lower.

New industries authorized or established in 1970

80. The new industries authorized in 1970 covered a wide range of activities as
seen in table 9 below. It may be noted that, as in the past, industries producing
food-stuffs account for over 40 per cent of the new establishments authorized

and one third of the new capital. New industries established in 1970 included
several large units which do not secem to be reflected in the statistics of the
authorized industries. This is possibly because there is often a considerable
time-lag between their suthorization and their coming into operation.

(a) Car assembly end steel metal works

81. Among the largest new industries established were a car assembly plant and
a galvanized steel sheet plant, both at Viana, a sstellite town of Luanda. The
car assembly plant, which was opened in October 1970, is expected to involve a
total investment of about 50 million escudos. It will have an annual capacity

of assembling 2,000 to 3,000 cars and building 200 car bodies. The company

is the Sociedade Angolana de Construgao e Montagem de Automéveis, S.A.R.L.
(SACMA), which is an association of importers of cars in Angola. ' Partners in
SACMA include Alfredo F. Matos, Lda., Arnigola Camercial e Técnica, Auto Avenida,
Casa Americana Comercial, Empresa de Automdveis, Lda., Robert Hudson and Sons
(Pty), Ltd., and Universal de Acessdérios, Lda.

82. Plans for another assembly plant with an annual capacity of 5,000 cars are
being studied. These plans are reported to have been prepared by the Datsun
Motor Company, Ltd. (NISSAN) of Japan with SOCAR Industrial. Total capital

" investment is expected to be around 90 million escudos.
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63. About 25 million escudos has been invested in the galvanized steel sheet
plant, Metallrgica de Angola, S.A.R.L., (METARG), which will have 2 capacity of
«0,000 tons a year working three chifts. Currently, Angola's consumption is
around 4,000 to 5,000 tons a year so that the plant has heen built with the
exvectation of developing an export market. In 1969, the Territory's imports
of galvanized shests and pleates, most of which were from Japan, amounted to
over 42 million escudos.

(b) Paper and paper pulp

84. The paper pulp and paper product industry has grown rapidly in recent years.
Production, which was valued at 36 million escudos in 1962, doubled in 1963

and more than redoubled in 1967. In 1669, rroduction of this sector was valued
at 30.4 million escudes. The largest and most important unit is the

Conpanhia de Celulose do Ultramar Portugu@s at Catumbela, which has a plantation
of 35,000 million trees and a production capacity of 150 tons per day. The
company has a registered capital of 250 million escudos.

85. 1In 1970 a Portuzuese concern, the SOCEL group of Setubal, was reported to
have acquired 170,000 hectares of land on which it plans to grow eucalyptus

for cellulose. ‘

86. Api de Angola, S.A.R.L., which was established in 1966, inaugurated a new wnit
in 1971 for the manufacture of corrugated cardboard. Investment in this unit

was approximately 18.5 million escudos. Api de Angela is essociated with ihe
Amclgemated Packaging Industries of South Africs, the Unido Comercial de

Automdéveis and the Comranhia Unido de Cervejas de Angola (CUCA).

(¢) Shipbuildine

87. The shipbuilding industry in Angola is beinp expanded since the lifting

of the restrictions on the size of the boats that may be built locally. bh/

The Angola subsidiary of the Sociedades Reunidas de Fabricagdes Metalicas, S.A.R.L.
(SOREFAME) of Portugal has the shipbuilding rights. In 1970, SOREFAME bhad

the following vessels under construction at its shipyards in Angola: one

120-ton and another 200-ton vessel for net casting; two 7O0-ton trawlers:; and

two LO-ton trawler freighters. The company also had orders for eight more

80-ton vessels for net fishing.

88. SOREFAME, which was established in 19%3 in Portugal, is a subsidiary of
Neyrpic of France. It is a specialist in the manufacture of hydraulic equipment
and has other diversiried activities, including the manufacture of petrochemical
equipment and railway carriages. In 1971, the company was reported to be
associated with Broderick Engineering of South Africa in bidding for a
60-million escudo contract to supply equirment for the P.M.K. de Roux dam in
South Africa.

hh/ ‘At one time the Portuguese Government had intended to restrict the
right of Angola to build fishing vessels exceeding 50 tons (see Official Records
of the General Assembly, Twenty-~fourth Session, Supplement No. 23 (A/7623/Rev.l),
chap. VIII, annex I, vara. T3.




(d) Hlectric battory factory

€9. 1In 1970 a new electric battery factory, the Sociedade Angolana de
dcumuladores Tudor, S.A.R.L. (SADAT) was established in Luenda. The company, in
which some 30 million escudos has been invested, has a registered capital of

9.5 million escudos. It was expected to produce 0,000 batteries in the first
year of operutions. At a later stage its capacity was to be increased to

40,000 units a year. SADAT employs 42 workers.

(e) Other developments

9C. Unipesca of Angola has signed a contract with a South African company for
the financing of a fish-canning factory. The contract, which is for 19.k million
escudos, was reported to be the secoud largest South African investment in
Angola.

9. In 1970, the Sociecdade Industrial de Tabacos de Angola (SITAL) added a new
cirarette factory, reported to be one of the largest in "Portuguese Territory".
This factory, in which more than 40 million escudos has been invested, is
expacted to produce 100 million cigarettes & month. It employs some 250 persons.

Table §

Angola: Transforming industries - output, new investments
and new jobs, 1966-1970

New industries

Value of output Number Investment New jobs
(million escudos) (million escudos)
1966 - - 225.0 -
1967 4,063.0 335 - 642.1 8,098
1968 4,918.0% 3185/ ko1 .22/ 6,877
1965 6,425,0% 2928/ 331.0%/ 6,698
1970 8,439.0 29C hT11.6 54275

Sources: 1967-1969: Banco de Angola. Annual Report and Economic and
Financial Qurvev of Ango’a for respective years. 19T70: Press
Reports. R

a/ Revised figures, Accordlng 10 a newspaper report, the value of
output was 7,402.4 million escudos in 1969.
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Table 9

Angola: New industries by sector of aétivity
authorized in 1970

Activity . Number Capital New jobs
| (million escudos)

Food-stuffs . 128 162.9 | 2,196
Transport materials 36 51.3 853
Base metal 1 40.0 - 80
Metal products 1k 39.5 357
Shoes, clothing 25 cee 192
Beverages 3 20.5 ' 60
Wood and cork 17 20.0 331
Furniture 15 24,2 317
Paper and other 6 32.7 1Tk
Non-metallic 16 17.0 295
Other 29 63.5 420.
Total 290 471.6 5,275

Source: Revistz Semanal de Informagdes Econdmicas e Financeiras,
Lisbon, 14 April 1971.

Measures to encourage industrial development

92. Pending a complete review of the existing provisions establishing the
framework for the economic 1ntegratlon of the overseas Territories with Portugal,
various measures were approved in the past year by the Government in Lisbon to
encourage industrial development in both Angola and Mozambique. In this connexion,
government spokesmen have attached great importsnce to the legislation restricting
e wide range of Portuguese imports into Angola and Mozambique (see below) as one
which will help to protect local industries from competition from goods from
Portugal and to encourage the development of industries to replace imports.

93. Heretofore, industrial expan31on in Angola has been hempered by the licensing
system, which tended to prevent ‘the establishment of local industries that

might compete with those in Portugal. BEven when.establ? ‘hed. local industries
often failed because of the small domestic market and higher costs of production.
One article in the local press has peinted out, for instance, that in 1969 only
1.3 miilion escudos was invested in the manufacture of clothing and shoes, while
imports, mainly from Portugal, included: 84.7 million escudos worth of shoes ;
141.1 million escudos worth of clothing and accessories; 75.2 million escudos
worth -of blankets: and 54.7T million escudos worth of socks, stockings and knitted
goods. Another example cited by Dr. Walters Marques, the Provincial Secretary
of the Econmmy, was the closing of the IFA match factory owing to lack of
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protection from ccmpetition, Officiel trade statistics show that in 1969 Angola's
mubeh iwports were valued at 12.3 million escudos, mainly from Portugal. The
1970 legislation authorizing restrictions of imports from Portugal included
matches.

94, 1In response Lo local complaints and the Territory's steadily deteriorating
balance-of-payments deficit, the Portuguese Government introduced "anti dumping"
regulations in the overseas Territories (Decree 578/70, 24 November 1970).
Restrictions on the manufacture and sale of alcoholic beverages were also essed
in 1670. As a further measure, in May 1971, new regulations were introduced
granting industries in the overseas Territeries exemptions on import and other
duties in a scheduled list of imported raw materials and equipment

(Decree 177/1971).

95. Other measures which the Government bas been preparing include the
establishment of an Export Development Fund, the extension to the overseas
Territories of the activities of such bodies as the Institute of Industrial
Research, the Manpower Development Fund and study centres to promcte investments.

96. To guide Territory's future industrial development the Government of Angola
requested a special working group to prevere a study, which resulted in seven
reports on the subject. The summary report, which was discussed at the Third
Round Table Conference on Industry in Lourengo Marques, stressed the fundamental
importance of industrial development to the economic prograss of the

Territory and the social and economic well-being of the peoples. It recomnended
that the Government should: (a) give priority for the regional distribution

of industries (especially to correct the present concentration of industries

in and around Luanda); (b) give private cnterprises the main responsibility for
industrial developmenty (¢) stimulate and cncourage industrial development by
fiscal measures and tax exemptions, with a scale of incentives that would take
into account both national and territorial interests and “he need for regional
development; (d) establish sectors of priority with a view to improving
distribution of income and expanding the domestic market; and (e) give special
priority to lasbour intensive industries which develop the Territory's natural
resources, without prejudice to cspital intensive technologically advanced
industries. The report also recommended that efforts should be made to ensure
that interest in the development of the '"national space" should not limit the
industrial growth of the Territory and should take into account the wide
differences in the stage of evolution of the different parts of the nation.

97. According to a recent article, considerable new capital investment is planned
in transforming industries in 1971, as part of the Third Nationel Development

Plan 1968-1973. ii/ Total investment hy the transforming industries themselves
over the six-year per od has been set at 2,142.5 million escudos, or an dverage

of sbout 357 million escudos a year., New investments envisaged for 1971

exceed 900 million escudos, as follows: food-stuff industries, 265.6 millicn
escudos, including the establishment of a new 150 million escudo soluble ¢offee
plunt and a 50 million escudo expansion of an existing one; beverage industries,

ii/ See ibid., Twenty-third Session, Annexes, agenda item 68, document
A/7320/Add.1, appendix III, paras. 1.09-11h.
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156.T7 million escudos, including a 50 million escudo expansion of an existing
plant and the establishment of an 80 million escudo wine bottling plant;

‘textiles and synthetics, 5.2 million escudos; machinery and tools, 21.5 million
escudos; electrical industries, 44,1 million escudos; transport, 1ll.4 million
escudos; shoes aad clothing, 14.25 million escudos; wood and furniture,

30.5 million escudos: chemicals, T1.8 million escudos; fish meal and fish oil,
114,0 million escudos; non-metallic industries, 140.5 million escudos, including
e 130 million escudo expansion by the Cecil Cement plant; and metallic industries,
43.5 nillion escudos. .
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2. TRADE AMD BALANCE OF PAYMENTS

98. Traditionally, Angola has always had a balance of trade surplus. In 1967
and 1968, excentionally, the Territory suffered large trade deficits, mainly due
to the ilmport of capital goods, with vehicles, locomotives and iron asnd steel
articles, for instance, accounting for over 25 per cent of the total imports by
value. Sinecc 1989, the Territory has rezained its balance of trade surplus,
mainly through a considerable increese in wineral exportc; but, as reported
above, because of the Territory's special relaticus with DPortugal, its balance
of payments provles persists (see table 10 below).

99. In 15069, the Territory's total visible expcrts amounted to 9,390.4 million
escudos, compared with T7,787.9 million escudos in 1968. Imports were §,261.2
million escudos, compared with 8,709.9 million escudos. According to provisional
figures for 1970, exports rose to 12,158 rillion escudos and imports to

- 10,594.6 million escudos, leaving a trade surplus of 563.4 million escudos.

100. In 1969, four main categories of goods (by statistical classification)
accounted for over 53 per cent of the imports. These were textiles and textile
products, base metals and their products, machinery and appliances, including
electrizal material, and transportation goods. Coffee, diamonds and iron ore,
togethor amounting to 6,176.3 million escudos, accounted for almost tvo thirds of
the visible exports in 1969. Crude petroleum, fish meal and raw cotton accounted
for another 12 per cent, so that six products mede up some 60 per cent of the
Territory's exports. Of these six, except fo: some coffee and cotton produced
for tlieir own accouat, Africans have no share in the production or the profits.

101. It may be noted that under the industrial regulaticns of 1965 (Decree

Law 46,666, 24 November), the Territory may not freely esteblish industries

for the manufacture of a number of the goods it trsditionally buys from Portugel;
also, industries processing certain raw materials are subject to controls.

The first category includes chemical fertilizers, antibiotics, laminated iron
and steel plates, iron and steel tubing, construction of geunerators, transformers
and rectificrs, fluorescent and mercury vapocur lamps, lipght electrical apparatus
and electronic equipment. The second category includes sugar refineries and

gem cutting and polishing. In recent years, industries in some of the zbove
categories have been authorized and established in Angcla.

102. As far as is known, the Territories have never been allowed to manufacture
grape wine. For instance, in 1967, an order from the Government in Lisbon

{25 September 1967) made it mandatory that in the overseas Territories vinegars
and certain liquors had to be made from vwines imported from Portugal. The new
legislation of 29 April 1970, which liberalized conditions for the manufacture
and sale of alcoholic drinks in the oversecis Territories, made no reference to
wines znd specifically prohibited the use of the word wine Ffor any of the
manufactured products. It may be assumed from this that the manufacture of
wine in the Territories is also restricted.
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103. In an average year, Angola and Mozambique together take from Portugal

130 million litres of wine, or 12 per cent of the total normal production. (In
1969, Angola took 86,6 million litres and Mozambique 37 million litres.) 1In
contrast, Portugal's wine exports to foreign countries amounted to only T0

to 75 million litres a year.

104, The Territory's principal trade partners are Portugal, the United States,
the Federal Republic of Germany, the Netherlands and the United Kingdom.
Selected trade statistics on the principsl exports and main countries of
destination and on main categories of goods traded with the principal partners
appear in the annex to the present appendix. ‘

Portugal

105. Portugal, which has always been the Territory's most important trade
partner, supplied 37 per cent by value of the Territory's imports in 1969 and
took 37.3 per cent of its exports.

Imports from Portugal, 1969 Exports to Portugal, 1969
(million escudos)
Wine 456.3 Diamonds 1,843.2
Cotton textiles 301.6 Cotton 329.8
Clothing and accessories, ' Coffee 255.9
including hosiery and Maize 24939
knitwear 118. Lumber (round and sawed) 16k4.6
Medicines and antibiotics 110.5 Sisal 92.5
Iron and steel plates Fish meal 79.3
and cast iron and Bananas 73.0
steel tubing 122.1 Palm oil 47.6
Olive oil 103.0 Iron ore 33.6
Milk, cheese and Crude petroleum and fuel oil 46.6
margarine 100.9 Beans 23.8

United States

106. In 1969, the United States supplied 10.5 per cent of the Territory's imports
and took 15.7 per cent of its exports. The principal imports from the United.
States were (in million escudos): machinery and mechanical appliances, 181.2;
tractors, motor vehicles and parts, 152.3; cast iron and steel plates and

tubes, 139.5; locomotives, 39.9; and bocks, ete., 26.2. The United States has
provided loans for the purchase of locomotives. Qﬂj

J1/ According to the Report of the British National Export Council/
Southern Africa Mission to Angola, in 1969, the Territory had 30 G.E. Diesel
electric locomotives. It also had 6 G.M. Diesel electric locomotives and
20 Krupp Diesel hydraulic locomotives.
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107. The most important commodity exported to the United States is coffee, which
in 1969 amounted to 3,234.4 tons, valued at 1,400.8 million escudos, compared
with 3,530.4 tons, valued at 1,806.9 million escudos, in 1968.

-~

ngeral Republic of Germany

108. Since 1965, Angola's trade with the Fedcral Republic of Germany has more
than doubled, with the value of imports rising from 459.1 million escudos to
965.3 mllllon escudos in 1969, and exports from 312.2 million escudos to 753.8
million escudos in the same period. In 1967, the Territory amported over 230
million escudos worth of locomotives and waggons for the Cassinga mine project.

109. The territory's main imports from the Federal Republic ere tractors, motors
and machinery, iron and steel plates and tubes, medicines and tools, The main
export is iron ore, which amounted to over 1 million tons, valued at 470 million
escudos, in 1969.

Netherlands

.11.0. Although the Netherlands ranks fourth among the Territory's trade partners,
its position is mainly due to the fact that it is the Territory's second most
important customer for coffee. 1In 1969, the Netherlands took almost 40,000 tons
of coffee, valued at (79 2 million escudos. Since 1969, it has also become a
customer for crude petroleum from Cablnda, of which it was the largest importer
that year, accounting for 686,000 tons., valued at rore than 222 million escudos.
As a supplier, the Netherlands ranked ninth in 1969 and accounted for only

129 million escudos, or 1.39 per cent of the Territory's imports. The most
important items were lubricating oil (18.1 million escudos) and iron and steel
tubing (10.1 million escudos).

United Kingdom

111. The United Kingdom's position as a leading trade partner is derived fromn
its importance as a supplier. In 1969, it supplied 9 per cent of the Territory's
imports, valued at 837.1 million escudos, and took only 1.8 per cent af its
exports, valued at 171.4 million escudos. The most importent goods. supplied are
tractors and motor vehicles, electrical and other machinery, iron and steel
goods, medicines and pharmaéeutlcals. The Territory's exports to the United
Kingdcm have more then doubled since 1965. The most important exports are

iron ore, coffee, crude petroleum, paper paste and tobacco. The exports of

both crude petroleun and iron ore to the United Kingdom were expected to increase
with expanded production in the Territory.
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Table 10 (continued)

Balance ol payments with Portugal and other

overseas Terr1tox¢e;, 1949

Lal investments

Total

tal investiuents

Toral

Debit
3,999.6
06,7
337.0
4.6
499.5
56.8
887.2
390.2

RS

(redit

Credit

u,L60.0
22.h
k37.8
h.1

6.0

22 .8

i

145.8

2.8

1,415 0

an

s S . wrrpep—

t,527.0

Balance
- 1,832.6
- 399.9
- 235.6
- 23.6
- L8a.7
+  407.3
- i2h4.9
-~ 38k.6
+ 16.4

- 3,000.2
Balance

+ 169,74
- 37.9
+  Lo7.9
- 2.3
- 117.1
20.9

52.3

5.6

2.1

+ 1,513.4

Bouwvce:  Troua tle he latorlo das Contas dea Geréncia e Etnrc1c1o de 196,,

R S e .

as 1#;ro&uced in Actualidadie LcoaomLca, Luﬂnda 17 oepterber 1970.
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L. CUNENE RIVER BASIN SCHEME

Agreement between Portugal and South Africa

112. The original agreement between Portugal and South Africa on the joint use

of the Cunene River dates back to 1926. On the basis of that agreement, new
negotiations were begun in 1962 which led to arn esgreement signed on 13 October 1964
on the construction of a dam and a generating station et Matala in Angola. In

May 1967, a further agreement was concluded btetween the two countries, providing
for the establishment of a South African pumping station and hydro-electric
generating station at Ruacand on the border with Namibia. kk/

113. The latest agreement, signed on 21 January 1969 but only published in the
Portuguese Government Gazette in October 1970, concerns what is called "The First
Phase Development of Vater Resources of the Cunene River Basin". 11/ The stated
aims of the agreement are: (a) regulation of the flow of the Cunene River;

(b) improvement of the generation of hydro-electric power at Matala; (c) initial
irrigation and supply of water for humen and animal requirements in the Middle
Cunene; (d) supply of water for human and animal requirements in "South West Africa"
and for the initial irrigation in Ovamboland; and (e) generation of hydro-electric
power at Ruacanid in Angola.

114, The first phase of work comprises: (a) a dam at Gove located about 100
kilometres from the city of Nova Lisboa in Angola, with a full supply level of
1,590 metres above mean sea level, for the purpose of regulating the Cunene River;
(v) a dam at Calueque with a full supply level of 1,098 metres above mean sea
level, for the purpose of the further regulation of the flow of the Cunene River in
accordance with the requirements of the power station to be built at Ruacani;

(c) a dam and pumping scheme at Calueque in Angola for supplying water from the
Cunene River for use in Namibia; and (d) a hydro-electric power station at Ruacani
and associated diversion works for the supply of power, mainly to Namibia.

115. Under the agreement, Portugal has complete responsibility for the construction
of the Gove Dam, which is urgently needed to. increase the water pressure for power
production at Matala and for irrigation and water supply along the Middle Cunene.
The Republic of ‘South Africa has responsibility for the other three projects and
will help in the financing of the Gove Dam up to a maximum of 8,125,000 rands mm/
by providing one half of the amount as a direct. non-reimbursable grant and one
half as a 20-year loan at 5 per cent interest per annum. The repayment of the

loan is to be made in 20 annuzl instalwents, beginning the first year after

the delivery of the dam to the Portuguese authorities. In return for the South

kk/ See 0fficial Records of the General Assembly, Twentieth Session. Annexes,
addendum to agenda item 23 (A/6000/Rev.l),chap. V, paras. 66-6T; ibid.,

appendix, annex IT, paras. 134 to 135; ibid., Twenty-third Session, Amnnexes,
addendum to agenda item 23 (A/T200/Rev.1), chap. VIII, para. 62.

11/ A preliminary report on this agreement appears in ibid.,; Twenty-fourth
Session, Supplement No. 23 A (A/T623/Rev.1/Add.1).

mm/ One rand equals $US1.kO.
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African financial contribution towards the Gove Dam, Portugal agrees not to
- ebstract more than 50 per cent of the resulting regulated flow of the river, taken
as 80 cubic metres per second at Ruacani.

116. Following the signing of the contract for the construction of the Calueque
dam, South Africa will be required to pay the Government of Portugal 220,000 rands
as compensation for the ground occupied by the works and for the flooding of
approximately 18 »000 hectares.

117. The Ruacané power station and diversion works will be undertaken and financed
entirely by South Africa. South Africa will have their exclusive use in perpetuity,
for the production of power from the flow of the river, regulated by the dams of
the first phase of the Cunene scheme from the upstream limit of the Ruacana
diversion weir basin to below the Ruacand power fall. South Africa will pay a
royalty to Portugal for the power generated at Ruacand. For a period of 20

years, the royelty rate is expected to provide a total income equal tc the sum of
the twenty annual loan repayments to be made by Portugal for the Gove dum. The
royalty rate will be revised at intervals of five years., TFor the first five

years after the start of commercial operstion of the Ruacand rpower station, the
royalty rate will be 0.11 cents of a rand per kilowatt-hour generated. After the
redemption of the loan for the Gove dam, the royalty rate will be reduced to 0.05
cents of a rand per kilowatt-hour generated at Ruacana.

Development and settlement of the Cunene River Basin

118. Following the agreement with South Africa, Portugal set up the Gabinete do
Plano de Desenvolvimento da Regifio do Cunene (Office of the Cunene River
Development Plzn) under the Overseas Ministry (Decree Law 49,203, 25 August 1969).
The Gabinete do Plano is responsible for the implementation of the obligations
undertaken under the agreement with South Africa and for the execution of other
projects to develop the Cunene and Cuvelai river basins.

119. The Cunene scheme comprises a total of 28 projects, includins the building of
dams and hydro-~electric stations and irrigation for agriculture and ranching
activities. The Gove dam, which has priority, was started in 1969 and is sxpected
to be completed in 1972. Work is also under way on the Calueque pumping station

and the Ruacani power station. It is expected that, by the end of 1971, a water
supply to Namibia will be in operation. There is no iaformation on the names of the
companies which were awarded the contract for construction of the Gove dam by the
Portuguese Government. At Calueque, the Concor Construction (Pty) Limited of

South Africa is building the canal to divert water to Namibia.

120. The Cunene scheme, which is estimated to cost 17,500 million escudos, is
expected to add an extra 2,000 million escudos to the gross naticnal product of
Angola. The output of electric power will be increased by epproximately 1,000
million kilowatts, and over 300 kilometres of the Cunene River will become
navigable. The water made available will bring into use 3,500 square kilometres
for cattle raising and the irrigation of some 500,000 hectares of arid land. nn/

nn/, Off101al Records of the Genersl Asgembly, Twenty-fourth Session,
Supplément No. 23 A (A/(623/Rev.1/Add.1), annex, appendix II, nara. T5.
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121. Essentially, the region to be developed is the plateau between the Cuvelal
and the Cunene rivers, involving an area of some 127,250 square lilometres.
Although this region contains most of the cattle in Angola, it is spersely populated
by African nomadic herdsmen living in a subsistence economy. The main centres of
development are lMatala, which grew from the hydro-electric station, the lLuropean
settlement at Capelongo and the facilities of the Companhia Mineira do Lobito at
Jamba. In April 1971, the Government authorized s TO-million ercudo loan from the
National Development Bank to the Provinecial Electricity Board for the installation
of a high voltage supply line between Matala, Gamba and Tchamutete, which will
supply electric power to Casginga.

122. The economic development of this region is to be based on improved ranching
activities. With the provision of water from the Cunere DRiver it will no longer

be necessary for cattle to move from one area to another at different tines of the
year, and it will therefore be necessary to change the nomadic habits of the
Africens. Reoideuamento projects have been started in this region both tc relocate
the Africans who were in areas to be flooded and to free land for new concessions
in the Colonato de Capelongo area. The Gabinete do Plano has announced plans to
expand the Colonato de Capelongo and to irrisate the Guiteve-Rogadas aren for
agriculture and ranching development.

123. The first phase of the plan to expand the Colenato de Canelongo includes the
estatlishment of 33 ranches ranging from 400 to 1,200 hectares in area. All the
plots will be located along the Cunene River with water facilities for cattle and
agricultural sctivities. The concessionaires will he required to supply milk on
a priority basis tc a new dairy plant installed at Vila Folgares in January 1971
(Lacticinios do Cunene, Ida.) which has an initial processing capacity of 10,800
litres a day. The plots will be granted on a orovisional basis for a three-year
period, after which the concessicnaires may apply for permanent concession
(aforamento) provided they have fulfilled minimum requirements in respect of use
of the land. ggj In Januery 1971, applications were being 2ccepted for the granting
of these concessions, preference being given to those who presented the best
‘exploitation plans ond proved their financisl capacity to implement them.
Everything being equal, those who already resided in tle region were to be given
preference. :

12L. In June 1971, it was.reported that the Govermment .planned to grant new farm
concassions~of 50 a2nd 180 hectares in ares in the Quiteve-Rocadas area. A survey
of the African population was being made with a view to their relccation. In an
experimental centre near Rogadas, the Gabinete do Planc wa: studying crops to be
cultivated in tie irrigated areas. Good results have been obtained with sugar cane,
cotton, alfalfa and wheat.

125. In June 1971, following the visit of an Italian mission to the Territory,
arrangements were being made to settle some Italian families {rom Somnlia in Angola
to grow bananas. Mr. Agostinho Weto,.the presid@nt of the Movimento Popular de
Livertagfio de Angola- (MPLA), asserted that Italian immigrants were being settled in
the Cunene region. -

oo/ For e description of the land coucession legislation, see ibid.,

Twentieth Session. Annexes, addendum to egenda item 23 (A/6000/Rev.1),
chan, V, annendix, 2nnex II, paras. 1-5T.
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Products

Total

Wines

Cotton fabrics
Pharmaceuticals
Iron or steel pipes

Edible vegetable oils

Total
Diamonds
Cotton
Coffee
Maize

Timber, undressed
anl sawn

Total

Motors., machines, etc.
Trectors, vehicles, ete.
Iren or steel pipes
Locomotives

Books - pamphlets

Table 1 lcontinued)

C. Trade with Portugal

(million escudos)

1965

2,661.
358.
328.

k5.
8L,
68.

wvi = Q o QO

o)

2,022.8
90k4.3
83.4
179.3
168.1

2.4

(a) Imports
1966 1967

29h9607 ?27807 06
399, b L12.4

216.1 252.7
50.5 $5.0
86.1 112.3
79.4 85.9

(b) Exports
2,215.6 2,289.5
1,122.2 1,204.4

105.8 102.5

200.3 208.1
8h4,2 16k.3
85.4 92.5

1968

3,175.1
456.7
283.4

87.5
11G6.5
93.3

2,677.2

'1,361.8

191.4
220.8
227.6

149.7

D. Trade with the United States

1965

4h1.1
70.8
117.9
8.0

0.2

(million escudos) .

(a) Imports

1966 1967
501.5 1,040.1
88.8 206.9
112.8 136.3
16.4 120.5
- 63.0
0.2 0.5

1068

1,040.5
161.8
173.3

T6.4
78.9
0.7

1969

3,k21.7
456.3
301.6
110.6
107.6
103.0

3,k97.0
1,843.2
329.8
255.9
2hkg.9

16L.6



D.

Products

Total
Coffee

Crude petroleﬁm or
shale oils

Tinned fish
Beeswax

Iron ores

Table 1 (continued)

Trade with the United States (continued)

1965

1,324.L
1,288.2

-

6.0
10.5

(nillion escudos)

(b) Exports
11966 1967 1968
1,541.6 1,857.0 1,858.6
1,489 .14 1,792.1 1,806.9
8.0 6.6 17.4
15.0 25.3 11,6

E. Trade with the Federal Republic of Germany

Products

Total

Tractors, vehicles, etc.
Motors, machines, ete.
Pharmaceuticals

Iron or steel bars,
sections or pipes

Instruments, tools

Total
Iron ores
Fish meal
Coffee

Timber, undressed
and sawn

Manioc roots

1965

459.1
101.7
 30.0

27.3

47.0
11.8

312.2
110.3

35.2
86.9

2.6

22.0

(million escudos)

(a) Imports

1966 1967 1968
680.0 1,309.1 979.1

110.3 206.0 208.3
27.3 k2.9 67.6
27.6 37.3 41.8
48.1 72.8 75.6
13.5 23.0 15.7

(v) Exports

339.1 22 .3 4122,0
63.9 38.8 230.4
54,0 18.1 2k, 2

139.1 60.0 48.0
10.1 1.1 21.1
13.7 35.1 41.8

«T6~

1969

1,475.7
1,400.1

15.3
1k.3
12.8
12.5

1969

965.3
279.7
70.2
50.5

67.3
23.703

753.8
470.1
161.7

33.9

2L.5
11l.3



Products

Total

Tractors, vehicles, etc.
Motors, machines, etc.
Iron or steel pipes
Pharmaceuticals

Motors and electrical
appliances

Total
Iron ores
Paper pulp

Crude petroleum or
shale oils

Cofiee

Raw tobacco

Products

Total

Tractors, vehicles, etc.
Iron or steel sheets
Cotton fabrics

Motors snd electrical
appliances

Railway cars

F.

Table 1 (continued)

Trade with the United Kingdom
(million escudos)
(a) Imports
1965 1966 1967
627.2 672.6. 661.5
258.5 2h2.5 253.2
17.5 58.6 52.6
17.9 20.6 26.3
13.0 15.2 20.1
10.4 8.0 ' 13.1
(v) “Exports
76.6 50.4 35.9
- - 2.5
15.9 26.8 27.0
8.9 19.4 1.5
- - 8
G. Trade with Japan
(million escudos)
(a) Imports
1965 1966 1967
80.4 126.6 183.1
u3.7 65.6 64.6
6.1 16.7 30.7
3.6 3.6 3.1
+ 2.8 3.0 .o
- - 26.8

1968

786.7
321.4
6l Y
18.7
10.1

k.7

118.6
15.7
Lo,k

37.9
kb

1968
201.8

"111.5

36.3
7.0

9.5
48.3

1969

837,1
3184
5.7
55.2
22.9

16.1

171.h4

87.7
30.4

25.
17.

Wi W o

423.9
1k9.2
L8. L
15.3

1306



Products

Total
Iron ores

Crude petroleum or
shele oils

Coffee
Fish meal

Products

Total
Tractors, vehicles, etc.
Wneat

Iron or steel bars,
sections or pipes

Locomotives

Iron or steel pipes

Total
Iron ores
Coffee
,Fish meal

G.

Table 1 (continued)

Trade with Japen (continued)

1965,

43.7
29.7

1.3
5.3

H.

1965

226@3
83.0
25.4

210h

9.1

2h7.1

227.1
0.3

(million escudos)
(v) Exports
1966

€8.5
58.9

-

1.2
I,3

1967

210.1
iz22.0

72.3
0.8

Trade with France

(million escudos)

(a) Imports
1966

192.5
L3.6

27-0

18.5

(b) Exports

Lh.1
21.2
:.L-:T '

23.9

6909

39.5

1968

k57.5
52-5
92.3

30.9

25.4

37.5
9.7
2.8
0.5

1969

-438.0

399.6

12.2
12.0
8.2

1969

L56.1
102.9
35.3

28,0
25.7
21.k

136.9
71.9
16.0
14.2



Table 1 (continued)

I. Trade with Belgium and Luxembourg

(million escudos)

(a) Imports
Products 1965 1966 1967 1968 1969
Total 161.5 183.6 228.3 249.8 313.3
Railway cars - - 11.4 - 80.3
Iron or steel bars or )
sections and pipes T2.4 | 60.5 63.4 . 62.8 61.1
Iron or steel pipes 14.3 16.0 29.7 22.7 28.4
Malt 1k4.9 21.6 26.2 25.4 2k.0
Lubricating oils 5.7 5.3 11.1 17.8 16.8
(v) Exports
Total 133.8 89.1 58.1 99.7 76.1
Coffee 113.8 65.1 40.5 L6.8 h3. L
Iron ore - 3.5 - 18.6 - 20.1

'J. Trade with South Africa

(million escudos)

(a) Imports

Products 1965 1966 1967 1968 - 1969,
" Total 99,7 98.8 119.2 220.0 29h,1
Fruits 7.8 12.2 22.4 29.2 30.2
Motors, machines 6.9 3.6 9.1 17.6 28.0
Pharmaceuticals T.5 6.4 9.1 ©12.5 19.0
Iron or steel pipes 4.9 T 5.6 17.0 16.8
Tractors, vehicles 0.2 1.2 2.6 5.1 1k.5



Table 1 (continued) .

J. Trade with South Africa (continued)

(million escudos)

(b) Exports

Products 1965 1966 1967 1968 1969
Total 549 122.3 89.4 136.1 1k1.3
Coffee 11.5 78.2 72.1 1103 98.6
Timber, undressed and

sawn : 13.1 15.5 8.2 7.3 11.9
Cements 10.9 17.6 ~- - b7

Sources: 1965-1968: Angola, Coméreio Externo, volume I for respective years.
1969: Angola, Boletin Mensal de Estatistica, December 1969.

80w
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Table 2 (continued)

Angola: Principal exports and main destinations, 1965-1969 (continued)

B. Coffee in beans

(thousand tons and million escudos)

Exports Mein destinations (value)
United S Souti
Year Volume Value Portugal States Netherlands  Spain Africa
1965 159.2 2,687.1 179.3 1,288.2 607.2 18.9 11.5
1966 156.%  3,058.L 200.3 1,489.4 724.6 58.4 78.2
1967 196.5  3,5L6.7 208.1 1,792.1 600.6 58.8 T2.1
1968 188.6  3.530.L 220.8 1,806.9 T06.5 120.7 110.3

C. Diamcnds

1065  1,157.b 90L.3 904.3
1966  1,264.0 1,122.2 . 1,122.2.
1967  1,315.9 1,204k 1,20L.14
1968  1,530.% - 1,361.8 1,361.8

1969  1,980.4  1,843.2 1,843.2

D. Iron ore

(thousand tons and million escudos)

Exports Main destinstions {(value)
Federal |
— Republie of United " Belgium-~
Year Volune Value Gernany - Japan Kingdom  France Luxembour
1965 693.4 146.9 110.3 . 29.7 - s -
1966 626.8 132.9 63.9 58.9 - - 3.5
1967 780.6 163.3 38.8 122.0 2.5 . - -
1968 2,893.6 645 ) 230.h 366.4 15.7 9.7 18.6
1969  5,102.2 1,098.7 470.1 399.6  87.7T 71.9 20,1
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Table 2 (continued)

-83-

Anpola: Principal exports and main destinations, 1965-1969 (continued)
E. Tish meal
(thousand tons and million escudos)
Exports Main destinations (value)
Federal
Republic of
Year Volume Value Portugal Germany France Mozambique Netherland:s
1965  48.0  1Th.6  23.5 35.2 0.3 2.7 3.5
1965 54 .2 220.3 36.9 5k.0 1.7 4.6 3.4
1967 36.8 128.8 L6.9 18.1 - 5.7 -
1968 k.0 134.6 h9.k4 2.2 0.9 8.7 1.5
1969 92.4 347.2 79.3 161.7 iL.2 9.2 4.6
. Bulk cotton
1665 4.8 83.k 83.4
1966 6.1 105.8 105.8
1967 5.9 102.5 102.5
‘1968 10.9 191.4 191.L4
1969 18.8 326.8 329.8
G. Maize
Séo Tomé .
and . United
Portugal Cape Verde Principe Zaire _ Kingdom
1965 168.2 282.9 168.1 15.6 15.2 34.8 46.3
1966 64.7T 115.7 84.2 6.9 3.3 21.k -
1967 100.8 17h.2 164.3 7.0 2.9 - -
1965 153.3 245.2 227.6 15.1 2.6 -, w
1969  177.4 305.1 249.9 51.9 3.3 - -



Table 2 (continued)

Angoia:  Prinecipal exports end moin destinations, 1965-1969 (continued)

H. Undressed timber

(thousand tons and million escudos)

Exports ” Main destinations (value)
Federal
Republic of South : United

Yecar Velute  Value Portugal Germany Africa Netherlands KXingdom
1965 87.0  99.0  T2.k 2.6 13.1 1.2 2.6
1966  102.0  122.0 85.h 10.1 15.5 1.k 0.8
1967 93.8  120.7 92,5 .0 8.2 1.3 0.9
1968 135.7  189.8  1k49.7 21.1 7.3 2.1 0.4
1969 52,1 224,31  164.6 2k, 5 11.9 4,0 0.4

I. Sisal

Federal
Republic of Belgium-
Portugal Spain Netherlands  Germany Luxembourg

1965 50.3 .275.0  166.h 30.4 33.9 . 2.7 3.0
1966 61.0  301.0  185.k 53.8 21.h 1.7 2.7
1967 47.1  194.0  107.6 35.0 12.8 1.0 2.9
196€ 52.4  201.5  107.0 39.4 . 18.4 0.6 -
1969 50.0 196.8 92.5 ho.T 15.1 L.6 0.5
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Year

1965
1966
1967
1968
1969

1965
1966
1967
1968
1969

1965
1966
1967
1968
1969

Table 2 (continued)

«85a

Angola: Principal exports and main destinations, 1965-1969 (continued)
J. Dry fish (unspecified)
(thousand tons and million escudos)
Exports Mein destinations (value)
o Ve . Sao Tomé South
volume Value  Mozambique and Principe Zaire Africa
13.3 84.8 27.6 3.3 48.0 -~
13.6 96.3 3k.0 1.9 59.k -
16,1 118.9 36.9 0.7 78.7 l.1
12.1 84.T7 b1.1 1.0 hi.k 1.0
K. Manioc'roots
Federal .
Belgium-
Portugal Spain Reg:?i:g of HNetierlands Luxembourg
Y n
3T«5 63.8 17.7 16,3 22,0 2.2 2.7
L1.4 T2,0 1k,0 31.2 13.7 2.h 5.3
49.8 5.4 10.8 5.5 35.1 5.1 7.2
67.4 - 99.7 21.2 3.3 41.8 k.2 20.2
35.9 58.L 5.4  18.8 11.3 .2 1.2
L. Sugar
Guinea callcd .
Portugsal Cape Verde Portuguese 2&; ?omg
Guines and Prinecipe
33.5 . 113.3 92.6 12.3 h,h 3.6
2T.h 89.7 6L.h 14.6 5.5 3.9
26.3 87.5 58.6 18.6 6.0 3.8
13.7 48,7 20.1 15.7 8.1 h,2
1L,k 51.1 21.5 20.5 5.8 3.1
Sources: 1965-1948: ' Angola, Comerclo Externo, volume II for respective years.
1969: Angola, Bolietim Mensal de Estatistlca December 1969.
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B. MOZAMBIQUE

INTRODUCTION

1. According to a report prepared by the Standard Bank Investment Corporation,
Ltd., one of the principal factors that has hindered more rapid development in the
past in Mozambique has been the lack of capital. With the construction of the
Cabora Bassa dam, new foreign capitsal is.being attracted, as well as immigrants.

2. As the following information shows, the countries which are the Territory's
leading trade partners, Portugal, South Africa and the United States, are also
among its mejor sources of foreign investment. Other countries that have committed
investments or- are planning investments or new trade arrangements with Mozambique
include France, the Federal Republic of Germany and Japan. Moreover, both
Portuguese and foreign sources expect the Cabora Bassa project to further stimulate
"economic development'.

3. In 1971, the 1iinimum wage rates in Mozambique were revised. In agriculture,
forestry and livestock activities the minimum deily wage rate in rural areas has
been set at 15 escudos a/ a day in Zambézia, Tete, Mogambique, Niassa and

Cabo Delgado; 19 escudos a day in the districts of Beira and Vila Pery; and

22 escudos a day in Lourengo Marques, Gaza and Inhambane.

k. In industry, business and services, minimum wage rates range from,lB to 25
escudos a day and in other activities from 22 to 30 escudos a day. Whereas,

under the previous regulations, employers were allowed toc deduct up to 68 per cent
of the actual wages for food, clothing and lodging, the new regulations limit

such deductions to not more than half of the minimum wage rate. This means that
a rural worker is guaranteed a cash wage of 7.5 escudos a day, or sbout $USO0.25,

5. A report in one of the Mozambique newspapers noted that the new wage rates
represented an improvement of 31.6, 28.6 and 30.9 per cent respectively for workers
in the northern, central and southern regions of the Territory. A recent report
estimated, however, that of the 7,750,000 Africans in Mozambique, all but some
450,000 lived within the subsistence sector, producing food crops for their own
use with some cash crops. The improved wage rates would therefore have no impact
on the great majority of the population. Moreover, despite the growing influx

of new investments, there has been little growth in the number of wage earners.

6. Between 1959 and 1967, the number of workers in the extractive industries
dropped from 8,139 to 6,929, while those employed in transforming industries
increased by less than 1,000 persons a year, from 62,427 to 68,653.

T. Recent information on new developments involving foreign economic and other
interests is summarized below.

a/ One escudo equals $US0.035.
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1. IIINING

General

3. The intensified search for minerals in vozambique continued in 1570, and a
number of new discoveries were reported. However, some of the recently announced
discoveries seel to be at or near locations wherc deposits have been known to exist
but which had not been surveyed and assessed, or which had previously becn
considered unecornomical owirng to the lack of power and difficulties of transport.
As surveys are still continuing, it is difficult to give an accurate description of
the mineral potential of the Territory at the present time. The gesological mapping
and mineral survey by the Bureau de Recherche Gé€ologique et Miniere of Zambézia,
Mogambique, Miassa and Cebo Delgado districts, for instance, will not be completed
before 1973. In Tete, a mineral resources map is being prepared by the Misslo de
Fomento e Povoamento do Zambeze and the Department of Geology and Mines is
continuing with an inventory of the mineral resources.

9. So far, petroleum prospecting has been disappointing and plans for mining on a
lorge scale are limited to iron and coal of which several sizable deposits have
been ascertaincd. Some new deposits of copper and fiuorites were also reported
during the year. The requests for new exclusive ccncessions in 1670 are shown in
table 1 below. Other developments are descrived in the parzgraphs which follow.

Production and expori

1C. In 1969, except for coal, only small amounts of a few other minerals were
produced. The totel value of minerals exported amounted to 33.6 million escudos
vhich was about 0.7 per cent of the total value of the Territory's exports. The
drop from 6%.1 millior escudos in 1968 was due to a substantial decrease in exports
of colombo tantalite and microlite (see ‘table 2 below). :

Petroleum prospecting

11. As far ss is known, no decisions have been made on the pending request for a
concession by Imperial 0il and Gas, Ltd. b/ and no new concessions were granted
duri: g 1970. In August 1970, the Tenneco Mozambique 0il Company was yeported to
have requested an exclusive concession for petroleum prospecting. Previovsly, in
1963, Tenneco-Angola had also requested an exclusive corcession to prospect for all
minerals, except diamonds and hydrocarbons. ¢/ ‘There is no further information yet
on either request. According to the territorial hudget estimates, revenue from the
petroleum concessions in the form of direito de concessfio alone is expected to

b/ See Official Records of the General Assembly, Twenty-fifth Session,
Suppleuent No. 23A (A/8023/Rev.l/Add.l), annex, appondix III, para. 124.

c/ For informatioq oin Tenneco, Inc., see ibid., Twenty~four£h Session,
Suppicuent No. 23A (A/7623/Rev.1/Add.1), appendix II, peras. 45-46. It is
assumed that Tenncco-Mozambhique and Tenneco-Angole are both subsidiaries of Tenneco,
Inc. |
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amount to 10 million escudes in 1971, compared with 30 million escudos in the
previous year.

12. During 1970, the five international groups which have held exclusive
concessions sihce 1968 continued prospecting for petroleum, tut no oil has yet been
found. These five groups are: (a) Sunray, Skelly and Clark:; (b) lozambique Gulf
Nil and Mczambigue Pan American Oil: (¢) Anglo-Amzrican Corporation, Sociité
ilationale des Pétroles d'Aquitaine, Entreprise de Recherches et d'Activités
Pétrolidres (ESAP) and Gelsenkircliner Bergwerks Aktiengesellschaft; (d) Int
International Oil Company; and (e) Texaco, Inc. 4/ There is no recent informaticn
on the activities of the Sunray, Skelly and Clark group or of Texacoj; the other
three companies continued drilling in various areas.

13. Since the end of 1970, there have been reports in the press that tihe
Mozambique Gulf 0il Company has decided to suspend operations which have hesn
running at a cost of 200,000 to 500,000 escudos a day. (Under its contract the
company is required to spend at least 76 million escudos e year in prospecting.)
The Mozambique Pan Americzn 0Oil Company, its\associate, was reported to be
negotiating to take over the whole concession contract. There are also reports
that the natural gas deposit which the Mozambique Gulf 0il Company found &t Pande,
Inhambane, in 1965 is to be commercialized for exvort. The gas will reportedly be
liquefied and the entire output exported through a pipeline linking Pande to the
Rand region in Scuth Africa.

Iron ore

(2) Prospeectinzg and nining

14. Several new deposits of iron ore were discovered in 1970, As far as can be
ascertained, there appear to be three major areas of iron deposits ia Mozambique:
(z.) the northern part of Mogembique District, stretching in an arc from Namapa in
the north to Nacala in the south and westwards through irrote; (b) Tete District,
along the upper Zambezi valley, between HMoatize and Zumbo on the border with
Zembiaj; (¢) the northern part of the ldistricts of Vila Pery and Beira, former
district of Manica e Sofala, in the Barué circunscriciio, with a major deposit at
Honde, which lies about 150 kilcmetres north of the town of Vila Pery. In
addicvion, other deposits have been mentioned at Cuti, Chaca, the exact locations of
which have not been identified, and at Namaacha in Lourengo .farques Distriet on the
Lorder with Swaziland.

(1) HMogambigue District: Mirrote-Namapa

.

15. 1In September 1970, an official from ‘the Diructorate~General of Mines of the
Ministry of Overseas Territories told the press that s Japanese coasortium was
studying the economic possibilities of mining the iron ore deposits at lamapa,
norvh of Nampula. Thiz was the first indication of renewed Japanese interest in

e b e a

d/ For a deseription of the concessions and the eleven companies involved,
see ibid., Twenty-third Session, Annexes, agenda item 68, document A/7320/84d.1,
appendix III. For a map of the concessions, see ibid., Twenty-fourth Session,
Supplenent No. 23A (A/T7623/Rev.1/Add.l), appendix IT.
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the Mozambique iron deposits since Sumitomo withdrew in 1968 from an nrdertaking
to exploit the Mirrote deposits. e/

16. According to recent press repsrts, the Compaanhia do Urinio de uogavb:qug which
has been carrying out survey work has discovered deposits of iron cre having a
nroved amount of some 200 millicn tons witi 2 25 per cent content of titaneferrous
mepnetites. These deposits range over a wide arc in northern Mozambigue. Both

Namapa and rirrote Lave been mentioned in some reports, althoush the exact area is
unknown. According to o spokesnan for the Japanese Sumitomo group, cXtuﬂSlV@
survays have proved thé presence of 100 million tons of high-grade ore. A ‘joint
project with the Portugusse Government i3 being considered by both parties. This
would require the Tﬂrtuguese Covernment to finance and tuild a speeial new,

ore~-loauing port at Nacalw, which 1s to undergo a 250 million escudo expansion,
~and s railway link from Nacala to the ore site, with the Japanese group financing
the mipning operations.

17. As reported previously, large deposits of magnetite are known to exist at
iiuendre in Tete Ristrict nesr the Moatize ecal mins whore the Companhia do —
Urd@nio de Mogambique has held exclusive rights to prospect for iron ore in an area
of fifty-five square kilomotres. This concession, which was last renevwed in
February 1969 (Fortaria 23,912, 12 February) was due to expire at the end of 1970.
In 1969, the company was rranted another concession in Tete to prospect for iron
ore for an initial period of two years.

18. The 1970 edition of Who Owns Whom lists the Companhia do Urénio de iliogambique
as a subsidiary of the Companhie de logambique. £/ In May 1971, a Portuguese
source reported that the Companhia do Urdnio was a subsidiary of Grupo Entreposto,
a Giversified enterprise operating in Portugal and Mozambique, in four major
sectors: commercial, industrial, investments. and mixed. The group's investments
exceed 2.5 million contos. @/ The Companhis u. Urdnio is part of the mixed secter,
which alco includes the Companhia de ConstrugoBs 4= logambigue, S.A.R.L.; the
Companhia do Pipeline Mogawbique - Rhodesia, 3.A.R.L., and liocanbique Florestal,
S.4.R.L.

(iii) Vila Pery and Beira

12. The Fuclear Energy Eoard of Portugal, which has been prospecting for
radioactlve minerals in Mozamblque reported a find in early 1971 of important

iron deposits in the region of lionde which is about 100 kilometres north of vlla
Pery and close to the border witsa Southern Rhodesia.

20. Prospecting work in this region is reported to have been undertaken since
1968 to determine the size and quality of the deposits. So far, it is estimated
that there are at least 100 million tons of high-grade ore with & 47.L to 63.3
per cent iron content. ‘The ore is reported to contain very little sulphur and

e/ Gee ibid., para. 109.

f/ For a description of this company, see ibid., Twentieth Bession, Annexes,
cddenaur to amenda item 23 {A/6000/Rev.l), chap. V, appendix, annex II,
paras. 214-220.

g/ One contos equals 1,000 escudos.




phosphorous and practically no titenium. A new company kxnown as Hondeminas-
Sociedade Mineira was established in 1970 to prospect for iron ore in that area.
Portuguese newspaper reports have compared the deposits at Honde with thosc at
Cassmngd in Angola, where proved reserves anmount to some 140 million tons with
62 to 64 per cent irou content and over 300 million tons with a 42 to 45 per cent
iron content.

(b) Processing

21. 'There appear to be two plans for processing the iron deposits, one for a pip
iron foundry and one for a steel plant.

22. The Zambezi Development Mission has drawn up plans for the economic
development of the Zambezi valley witl. a pig iron foundry as the motor industry,
using the titanium magnetites which are krnown to exist in the region. The plan
envisages the extraction of % million tons of ore a ycar cnd the production of
()

2 million tons of pig iron. This schewne also entails the use of coal from Montize
and other deposits, as well as the electricity I»om the Cabora Bassa projeet.

23. As reported previously, h/ the establishment of a steel plunt in Mozambique
has been under consideration for some time., With the prospects of abundant cheap
enexrgy from the Cabora Passa project, plans for & steel plant have been given a
nev impetus. The Companhia do Urinio de lfogambigue has already been granied a
licence to establish a steel plant with an initial capacity of 250,000 tons-a year.
The exsct location of the plant has not yet Leen decided. The couwpany has been
ashked by the Ministry of the Economy and.the Ministry of Overseas Territories to
base its plans for a steel plant on Mozambigue cecal and iron resources. The
company has also Deen asked to submit detailed studies of the proved reserves, the
available markets and the economic viability of the project, taking into uccount
transport facilities and energy supplies. A suggestion for establishing a steel
plant in Lourengo Marques, using iron ore from the Cassinga mines in Angols and
imported coke, has been officially opposed on the pgrounds that this would create

even further over~concentration of industries in the extreme southern portion of
the Territory.

2h. One feasibility study hes already been made by the General Mining and Finance
Corporation cf South Africa on behalf of the Companhia do Urénio de Mogambique.

This study envizaged the use of the iron dep031ts near Vila Pery and the
establishment of a steel mill either in the mining arca or at Beira. t may be
recalled that the Grupo Entreposto, of which Companhia do Ur@nio de Mozawhioue is a
subsidiary (see paragraph 18 sbove), was authorized to build a steel mill in Tete.

Coal

25. As is well known, deposits of coal exist in several locations in the districts
of Tete, Niassa, Vila Pery and Beira. Up to the present time, however, the only,
active_mining is undertaken by the Ccmpanhie Carbonifera de Mogambigue at Moatize.
Although it was reperted in 1970 that the company had received a new concession for
coal mining in Tete, there has been no officizl confirmation so far.

W/ See Official Records of the General Assembly, Twenty-fifth Session,
Supplement Nc. 23A (A/8023/Rev.l/Add.l), annex, appendix III, pera. 150,

»
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26. The company is now reported to have begun a programme to expand production
and to export coal to Japan. ., In 1969, coal exports to Japan amounted to some
31,000 tons, valued at 7.7 million escudos. In one report it was stated that the
company planned to increase its production to 100,000 tons a month, but there was
no reference to the share intended for Japan. The production target represents a
significant increase above the average of some 280,000 to 320,000 tons per .annum in
recent years. Japan is reported to be prepared to take two million tons a year

of coking coal for the next 20 years. In May 13Tl, a Japanese economic mission
visited Lourengo Marques to discuss the question of coal exports with the railway
authorities of the Territory.

Copper

27. Since 1965, Edmundian Investments (Pty.), Ltd., of South Africa has held the
only copper mining concession in Mozambique. The reports of the Geological and
Mines Services indicate that no copper was produced in 1968 and 1969. In 1970,
the company was reported to be handling 120 tons of ore per day and producing

4 tons per day of reduced copper which was exported to Japan.

28. According to press reports, a new deposit of copper was found in 1970 near
Mdnica in Vila Pery District. Although limited in quantity, the copper ore is said
to be of high quality and in sufficient quantity to enable mining operations to
~ast 10 years. In September 1970, the Southern Rhodesian branch of Lonhro

(United Kingdom) was said to be interested in exploiting the deposits.,

29. In Januery 1971, it was reported that Edmundian Investments had also found
copper near Menica and planned to request rights to exploit the new deposits and
invest 55 million escudos in the venture. Exports of copper ore are expecied to
earn 27 million escudos a year, which will be substantially increased 1f the
copper is purified electrolytically before export.

Fluorite g

30. Production of fluorite in Mozambique is limited at present to the Canxixe
mines located in the trisngle Mutarara~Chemba-Guro in Vila Pery District, which
are exploited by Iaterminas-Fluorites de Mogambique, S.A.R.L. Other deposits are
known to exist at Maringué, Chioco, Djanguire, Cangainhama and Txerra in Tete, and
in the basin area of the Zambezi River. Mining rights have not yet been granted
for exploration of those deposits, although the Anglo American Corporation was
reported to have requested fluorite mining rights at Maringué and Krupp of Essen
was said to have made a similar réquest for rights at Chioco. i/

31. By mid-1970, the output of fluorite by the Canxixe mines had reached 1,000
tons every two months, and it was then expected to increase output to 3,000 tons
per month. All the production has been destined for export, mainly to the Federal
Republic of Germany. No details are available, however. The value of’ fluorite ia
the international market is about $US50 per ton. Interminas is reported to be
interested in the industrialization of fliuorite to obtain fluoric acid, which is
important to the pharmaceutical and glass industries, and of criolite, which is
used in the treatment of bauxite in aluminium production.

i/ Irid., para. 43.



32. Little information is available on the composition and capital of Interminas-
Flucrites de Mogawbiaub, which is associated with the Continental Ore Corporation
and Société ds iinéraux of Luxewbourg. j/ Accordlng to a newspaper report, the
major sharcholder is Sociedade Alrodoeira do Fomento Lolonlal (SAFC) k/ but part of
the investment is said to be foreign capitzl, to guarantee "perticipation in the
international market". According to a Portuguese source, the Companhia ilineira do
Lobito is inverestud in participating in the exploitation of flourite in
liczanmoique.

Nickel

\

33. A well-known South African mining company is reportcd to be investing
250 to 400 million escudos to develop nickel deposits in the ilangola mountains,
about eight %ilometres from the tocwn of Manica.

ticrolite, perlite. montmorilonite and diatomite

34, 4s shown in table 3 below, a number of mining concessions have been granted
since 1947 for microlite, perlite and montmorilonite (bentonite). By 1969 however,
only very small amounts of microlite and montmorilonite had been exported. There
is no information on perlite output.

Other developments

() The HMessina (Trinsvaal) Develovment Co., Ltd.

35. As previously reported, 1/ the Southern Rhodesian concern, the Messina
(Transvaal) Development Co., Ltd., was granted an exclusive two-year concession in
1¢58 to vrospect for all minerals except dizmonds, petroleum, coal, solid fuels and
radioactive waterials in the former sanica e Sofala District, now known as Vila
Pery. In April 1970, it wzs reported in a beozambique newspaper that the company,
whicli had teen 1ncorporamed as lMessina liineira de Mogamblque, had stopped
prospecting and that its technicians had returned to Southern Rhodesia.

(p) Companhiia Mocambicana de Minas, S.A,R.L. (COMOCHMIN)

36. As previously reported, in Decrmber 1969, the Johannesburg Consolidated
Investment Company, ILtd.., known as "Johnnies”, and Mr. Lionel Gomes dos Santos,

g/ 1Ivid., Twenty-third Session, Annexes, agenda item 68, document
A/T320/A04.1, #ppendix III, para. 163.

L/ For a description of this compeny, the largest cotton textile producer in
‘both hnrol and Mozambique, se= ibid., Twenty-first Session, Annexes, addendum to
agenda itenm 23 (8/6300/Rev.1), chap. V, annex, appendix TIT, paras. 34-37.

1/ be= ibid., Twenty-fourth Sess iony Annexes, Supploment Mo, 23A
(n/7623/Rev.1/A4d.1), appenlix II, paras. 110 and 111.
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of Mozambique, were granted an exclusive concession in Tete District to prospect
for all minerals except petroleum, natural gas and its by-products, diamonds and
iron ore. The final contract, which was signed on 29 October 1970, followed the
terms of the concession laid down in Decree 49,433 of 19 December 1969, m/
According to press reports, Johnnies holds 60 per cent of the initial shares in
COMOCMIN and the Anglo-American Corporation of South Africa holds 40 per cent.
Mr. Gomes dos Santos has the option to acquire a minority holding.

37. At the signing of the contract, Johnnies was represented by

Mr. Percy Ronald Wilton, who became the director of the new company, and

Mr. Gongalo Mesquitela, who is currently.the representative of Mozambique in the
Overseas Council. In February 1971, & spokesman for the company said that
prospecting in the area of the concession had revealed the existence of important
deposits of coal and iron ore, as well as asbestos, graphite, copper, nickel, tin
and chrome. The first report of the Board of Directors of COMOCMIN for the period
23 July to 31 December 1970, noted that the company's activities, have been aimed
at defining the lesser possibilities of prospecting in the areas covered by its
concession. Prospecting for copper, nickel and cobalt were carried out in an area
of 12,104 square kilometres; and for zine, tin and tungsten in areas covering
respectively 6,254 and 560 square kilometres. The total area so far prospected
covers 43,686 square kilometres. The report noted that valuable assistance had

been given by the district government authorities and by the military officers in
Moatize.

m/ - See ibid,, Twenty-fifth Session, Supplement No. 23 A (4/8023/Rev.1l/4dd.1),
annex, appendix III, paras. 131-138.
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Mozembique:

requests for new mining conces

sions, 1970

Name of company

Ball and Collins®’

(0il and Gas) Limited

¥, George Clark

Complexo Mineiro do
Norte (COMINOR)

Kingsa Mineral
Resources, S.A. (Pty)
Limited

Companhia Mineira do
Lobito, S.A.R.L.

Sociedade Mineira €
Metallirgica Pen8rroya
Portuguesa, Ida

Aires Correia de
Souza Neves

a/ This company has an exelusive concessi

Location

One area along Zambezi River from

Tete to below Chinde; anoth:r
from Chinde along the ccast to
the Rovuma River

Tete Digtrict: bétween Zumbo
and Magoé along both banks of
the Zambezi River

Two small overlapping areas oul
the coast and on the border
between the two districts of
Mocambique and Cabo Delgado

Zambézia, Mocambique and Cato
Delgado: an area 10 kilometres
wide alon i, the coast of the
tliree districts

Tete District: +{two areas, one
in Djianguire (Chiocco), and one
in Domba (Changara)

et

Tete District: area north of
of Zuttbo

Tete District: area in the
Mazoi River and frontier
with Southern Rhodesia

Minerals

All minerals, except
hydrocarbons—

All minerals, exccut
hydrocrrbons and
diamonds

All minerals, excent
hydrocarbons, diamonds
and radioactive
materials

All minerals, except
hydrocarbons and
diamonds

All minerals,
including fluorite,
excent diamonds,
petroleum and any
mineral oils

All minerals, except
hydrocarbons,
diamonds and
radicactive minerals

All minerals, except
hydrocarbons
(petroleun, ete.)
and diamonds

on in 88c Tomé and Principe for

prospecting, development and production of petrolcum and related substances.
See Official Records of the General Assembly, Twenty-fifth session,

Supplement No. 23 (A/8023/Rev.l), chap. VII, annex I.F, paras. 23-27.
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Table 3

Mozambique: mnines and mining concessions

A. Exclusive concessions, 31 December 1969

~ Area
(square kilometres)

1966 1969

1. Exclusive concessions for prospecting
and exploitation

Coal
Companhia Carbonifera de Mogambique L20 a/

b/

Hydrocarbons—

Aquiteine Mogambigue-Companhia de Petrdleos,
S.A.R.L, Anmercosa-Companhia de Petrdleos
de Mogambique, S.A.R.L., and Gelseunkirchener
Bergwerks Aktieng-sellschaft- 60,898

Hunt International Petroleurm Company cos

Mozambique Gulf 0il Company and
Pan American 0il Company 116,750 47,718

Sunray Mozambique 0il Company

Clark Mozambique Oil Company and '
Skelly lozambique 0il Company 5T ,200

2. TIxclusive concessions for prospecting ferrous metals
iron ore

Companhia do Urdnio de Mogambique
(Two concessions) 55 60.5

Diamonds

Diamoc-Companhia dos Diamantes de Mocambique 32,900 -

Sour e: Mozambique, Boletim Oficial, Series III, No. 70, Supplement
2 Sept@ﬁbnf 1970.

a/ ‘The previously held exclusive concession appears to have been discontinued.
The company is listed as actlvely mining ar area of 3,076 hectares over which
it has had concession rights since 1957.

b/ In January 1968 Texaco, Inc. was granted a ccacession to prospect for
hydrocarbons for three years but there is no reference to this concession in t»-
report from which this information is taken.
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Tzble 3 (continued)

Area,
(square kilometres)

Radioactive minerals

~ Companhia do Urdrio de Mogambique 2,260

3. Exclusive concession for prospecting and
exploiting all minerals, except diamonds,
hydrocarbons, ccal, and radioactive minerals

Raul de Faria Gongalves 5,950

The Messina (Transvaal) Development Co., Ltd. 5,121

B. Mining concessions for exploitation granted in 1967, 1968 and 1969

Area
(hectares)
Beryl, colunbo-tantalite, bismutite,
columbite and mica
Antdnio Marques 22
Adrigio de Faria Gongalves (heirs) ol
Minas de Mocuba Lda. 387
Minerais Preciosos, Lda. 179
Sociedade Mineira de rarr0p1no Lda. : “93
Sociedade Mineira de Mucubela, Ida. L85
Mario de Quental.Cabral 68
Gold
Wélter Walker Johnson . | 12
Radicactive minerals
Vincente Ribeiro e Castro (heirs) = 1,200

Source: Mozambique, Boletim Oficial, Seriecs III, ? Septewber 1970.




Table 3

Pedreiras do Goba, Lda,
Joaquim Jadime Moinhos
Socieaqade Particuler de Pesquisas de

siontmorilcenite, cristohalite and perlite

Tuzinada Umbe izl Mane, ILda.
jalio Gomes Ferreira
Ashestos
tiinas fBerais de Mogambique, Lda.

Sociedade Mineire dc Mutnla, Lda.

cuartzose zande, non-ferrous

Companbins Vidreira de ilfonumbique

(continuead)

Minér

columbium, twabslus , rare carthis ard teriws

2Adrific de Faria doncalves (hair

’JJ

Ilwenite, rutile and ziveconium

Geotécnica e lfinas, lda.

Tantalitz, ificrolite and lithium

-

ccicuade Mineira de Marropino, Lde.

in

Iron--ore

st ittt - cmnases it
e

Maria Vitdriz Silveira

Garnoet

O e

i‘x

Empresa !iineira do Niassa, Lda.

Antdnio .lor:no (aetano
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2., OTHER INDUSTRIES

38. Between 1903 and 1968, the aggregate capital iunvested in transforming
industries rose by an average of 360 million escudcs @ year, from 5,552 million
to 8,450 million escudos, while annual industrial output rose from ,,600 million
to 6,300 million escudos. Investment in new industries in 1969 was only

324.8 million escudos, or about 10 per cent below the average for the preceding
five-year period.

39. Of thi» 515 new iundustries licensed in 1969, only 223 were officially listed

as transforming industries. The remainder included 45 banks, 5% transport and
storage facilities, and 190 service industries. Only 50 per cent of the total
capital was invested in menufacturing industries, 31 per cent in service industries
and 16.T7 per cent in transport and storage facilities. More than 90 per cent of
the new industries estsblished in 1949 were small, with a capital investment of
less than 1 million escudos; fewer then ten had e registered capital of over

5 million escudos and only five industries had a registered capital exceeding

10 millicn escudos. Among the five industries with the largest registered capital,
two were manutacturers of mechinery, one was a film factory, one was a warshouse
and one wes described as "service facilities to business".

Lo. _ Complete dota are not yet availsble for 1970. In July 1970, a study by the
Industrial Association of Mozambique e¢stimated that by the end of the year
ageregate investment in industries would reach 10,000 million escudos with a gross
output value of 8,000 millicn éscudos. No statistics are yet available to confirm
this estimate., The statistics for the first three months suggest, nowever, that
the growth rate had begun an upwerd trend; investments during tlils period had
already reached 345 million escudos. Consideration is also being given to the
establishment of a second petroleum refinery, even though petroleum has not yet
been. found in the Territory.

41. In the two rears since 1969, most of the large new investments reported in

the industrial sector in Mozawbique have been of foreign origin. The largest of
these involved tue purchase of a group of local metallurgical plants by the
nternstional Standard Flectric Corporation. The second largest was the commitment
by : French company to build a new textile plant. These and other new investments
exceeding 1 million escudos are shown by nationality in table 4 below and are
described briefly in the following pe' agraphs.

(a) France

Compagnie générale d'entreprises électrigues (CGEE)

42, In December 1970, the Compagnic géndrale d'entreprises &lectriques (CGEE) of
France signed a contract with the Portugucse Government for the construetion of a
cotion textile factory ot Matola, Lourengo Marques District, at an estimated cost
of 290 million escudos. The factory, which is to be completed by 1973, will have
an annual production capacity of 16.5 million metres of cotton textiles, at a

~99~



value of about 200 million escudos. The factory will. form part of the Texcom
textile complex, and is expected to consume about 20 to 25 per cent of the
Territory's cotton lint production. With this new plant, Mozambique will be able
to meet its textile needs and have a surplus for export.

43. CGEE is also a partner in the ZAMCO consortium which was awarded the contract
to build the first phase of the Cabora Bassa project. 1n/ Texcom, which nas a

~ registered capital of 80 million escudos, is jointly financed by French and
Portuguese capital. The Sociedade Financeira Portuguesa and the Instituto de

~ Crédito de Mogambique have each invested 10 million escudos in Texcom. Schoeffer
~ Engineering, which provides the techrnical advice, is reported to have a small
share in the company also. French sources which have helped to finance Texcom
include the Banque Frangaise du commerce extérieur, and the Banque de Suez et de
1'Union des Mines.

(b) South Africa

[

(i) Indlstriss de Caju Antenes, S.4.R.L.

L4, This company was established in 1970 by the Indéstria de Caju Mocitas and
several other partners. The capital of 10 million escudos is divided into
10,000 shares of 1,000 escudos each. The company's activities include all phases
of the cashew business, including purchasing, processing and marketing of cashew
and its by-products. No information is available or the other partners involved.

(ii) TIndfistrias de Caju locitas

45. In 1970, this company, which is jointly financed by Italian end South African
interests, increased its registered capital from 20 million to 42 milliorn escudos.
The additional new capital, amcounting to 22 million escudos, is to be financed

as follows: Anglo American Corporation of South Africa, which has a controlling
interest, 24.5 million escudos; Tiger Oats National Milling To., Ltd. of

South Africa, 11.9 million escudos; the Cltremere-Industria Prodotti Alimenturi e
Derivati SPA, 4 million escudos; and Cashew Investment, of which the nationality
is unknown, 2 million escudos.

(iii) Rennies' Consolidated (L.M.), Ltda.

L6. This company, formerly known as Rennies' Consolidated (L.M.) (Proprietary;,

Ltd., transferred its headquarters from Johannesburg, South Africa, to

Lourengo Marques, where it has been incorporated. Rennies' is involved in

transport, traffic, insurance and storage of goods in transit. Its registered
capital, of 21,255,000 escudos is owned in five equal shares by each of the

' following concerns: R.C.H. Projects (Pty), Ltd.; R.C.H. Maragement Services

(Pty), Ltd.; Rennies' Consolidated Holdings, Ltd.; Emen Mining Company (Pty), Ltd.

and Rio Rita Concessions (Pty), ILtd.

n/ Ibid., paras. 163 and 16h.
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(¢) United Kingdom

Bebcoek and Wilcox Mogambicana, S.A.R.L.

47, This company was e¢stablished in Mozambique in 1970. Its field of schtivities
will be the construction, assembly, import and export of metal tubing, and the
metallic construction and installation of steam boilers and accessories.

48. The compeny has an initial registered capital of 12 million escudos divided
into 12,000 shares of 1,000 escudos eacn. The registered capital may be increased
to 50 million escudos. The principal shareholdsrs are Babeock and Wilcox
Portuguesa, S.A.R.L., Babcock and Wilcox of South Africa, and Babeock and Wilcox
of Spain (Sociedades Espafiolas de Construcciones Babcock and Wilcox, S.A.), with
respectively 1,250, 1,200 and 700 shares each; Messrs. Harold Merle Carlin and
Desmond Paul Maré, both South African nationals, with 1,200 shares each; and

Mr. Derek Vincent Ralphs, also a South African national, with 1,080 shares. The
remaining 5,420 shares are divided among thirteen other partners holding shares
varying from 20 to 600 in nurber.

49, According to the United Kingdom edition of Who Owns Whom, Bsbcock and Wilcox
of South Africa, and Babcock and Wilccx of Spain are subsidiacries of

Babcock =and Wilcox of London. A United Kingdom source reported in 1970 that the
company had estzblished a ifozambique subsidiary with a view to participating in
sowe of the subcontracts in connexion with the Cabora Bassa project. DBabcock and
Wilcox of Spain has a contract in Cape Verde for the construction of a
desalination plant. 2/

50. There is also o Babcock and Wilcox Company of the United States, with
subsidiaries in France, Italy, Sweden and the Federal Republic of Ge*many. This
company ruanks 159th among the 500 largest United States industrial corporations. p/
Jane's IMajor Companies of Europe, 1970, d=scribes this company as well as o
Babcock and Wilcox Portuguesa, S.A.R.L., of Lisbon, as allied companies of

Babecock and Wilcox, Ltd., of London, England.

(d) United States of America

(i) TFortis Elevadores, S.A.R.L.

5. This elevator company, which has a registered capital of 2 rdillion escudos,
was acquired by the Otis Elevator Company of the United States at a price of

17 million escudos. Otis has subsiaiaries in Western Europe and Lebanon. In
1969, its total sales amounted to $US56L.6 million, its assets were $uslk3k million
and its net income $US23 million. The company ranks 192nd among the 500 largest
United States industrial corporations.

o

o/ See ibid., Twenty-fourth Sess1on, Supplsment No. 23 (A/T623,Rev.l)
char .III, annex, para. 38.

P/  "Me Fortune Directory: The 500 Targest United States Industrial
Corporations", Fortune, May 1971.
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(ii) Internationsl Standard Electric Corporation

52. In 1970, the International Standard Electric Corporation of the United States
acquired complete control of the Grupo Oliva which had a registered cnpital of
110.7 million escudos. The Grupo Oliva comprises four metallurgical and metal
mecheanical compaiies and was acquired at a price of 397.9 million escudos. This
complex was among the seven Portuguese-owned industries in Mozambique which were
taken over by foreign internsts.

\

53. The International Standard Electric Corporation is controlled by the Internalional
Tele~raph and Televhone Corporaticn of the United States. In 1969, its net sales

totalle? BUS1 ,607.9 millicn and its net current assets were $US35L, 2 million.

(iii) Mobil 0il Coxporation

54. Mobil 0il Corporation is reported to be plenning to build a new refinery at
Nacala in Mozambique. According to a Portuguese source, the company has already
submitted its final studies to the Portuguese Government for approval. The
refinery is expecbed to cost ebout 1,000 million escudos.

55. The company, together with domestic and foreign affiliates, operates in all

main branches of the petroleum industry. It produces oil’in seventeen countries,

has refineries in twenty-three countries and chemical affiliates in twelve

countries. In 1967, it had a registered capital of $Ug1,125,C°0 in 150,000 shares

of $UST.50 each. In 1969, its total sales amounted to $”86 621.4 million: its assets
were $UST,163 million snd its net income $USL3%.5 million, The company ranks seventh
ercng the 500 largest United States industrial corporations. Its subsidiaries include
Mobil 0il of Southern Africa (Pty), which is involved in marketinz in South and
southern Africa -nd "Portuguese Zast Africa".

56. At present, the So:iedade Nacional de Refinagfo de Petrdleos (SONAREP)
operates the only refinery in Mozambique, located at Matola, Lourengo Marques.

t uses imported crude oil and has « capacity of 800,000 tons a year. SONAREP's
production consists of fuel oils, 40 per cent; D1esnl oil, 35 per cent; and
gasoline, 25 per cent. There is also a 50, OGO—ton bltumen plent. In 1969 the
SONAREP refinery produced over 750,000 tons of refined petroleum, of which
L6T,000 tons were exported. Exports include 128,800 tons of fuel oil to Portugal
and 54,500 tons of gas 0il and 84,000 tons of gasoline to South Africa.

(e) Portugal and others

57. A number of companies registered in Mozambique but whose ownership is unknown
increased their registered c¢apital in 1970. The most importent of these was the
Agucarelra de Mocarmbique. This company, which is Portuguese-owned, was ectablished
in 1964 with a registered capital of 65 million escudos which could be increased
to 100 million escudos. In 1968, the company was further authorized to incrcase
its registered capital from 100 million escudos to 130 million escudos. At that
time it wus repecrted to have received loans or advances totalling 55.25 million
escudos from three French firms: Compagnie pour 1l'Etude et le Développement des
Echanges Commerciauxz (COMPADEC), Present-Roullier aund Centre d'é&tudes, recherches
et informations sucriéres (CERIS). However, according to recent informetion, the
contract with CERIS for its services was never implemented.
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58. The company's total investment in the sugar industry was estimated at

650 million escudos at the end of 1970. The company has two sugar mills, one at
Dondo near Beira, built in 1967, and one near Tourengo Marques. Both mills were
built by a South African firm and credit financed by the South African Industrial
Development Corporation with the guarantee of the Banco Nacional Ultramarino. In
March 1971, Agucareira de Mogambique was reported to be negotiating a loan of

210 million escudos from the Banco Nacional Ultramarino.

59. The company produced 42,000 vons of sugar last year. It plans to expand its
currant sugar fields from 6,000 to 7,500 hectares with a view to achieving a
production target of 90,000 to 100,000 tons during the 19T1/72 season.

60. Other companies which increased their registered capital included the
Compenhia do Bfzi, S.A.R.L., one of the largest agro-~industrial organizations in
Mozambique, g/ which _increased its.capital from 110 million escudos to

165 million escudos Krueger (MogaMb;que) Lda., which has a contract in connexion
with the Cabora Bassa Project, r/ increased its capital from 10 million escudos

to 16.3 million escudos. =~ '

61. New industries established in 1970 included a new cas .ew shelling factory at
Vila Monapn built by the Companhia do Caju do Monapo, S.A '.L. This company,
which has a registered capital of 25 million escudos, is & subhsidi. vy of

Crupo Entrevosto (see para. 18 above). Among the other industries established
were a 60-m11110n escudo grain mill with an annual capacity of 21,000 tons., built
by the Fébrica de Moagem de Beira (MOBEIRA), and two gas plants eotab11shed by
the Sociedade Mogambicane de Gases Comprimidos (MOGAS). One of the plants will be
a carbonic gas plant at Nacala to be built at a cost of 7.5 million escudos, and.
the other will be an oxygen and acetyvlene plaut at Songo, to suoply the Cabora
Bassa works. It is expected to cost 5.5 million escudcs.

(f) Recent developments

2.  Apart from the limited size and scope of the new industries, one of the major
vroblems has heen the difficulty of attractlng industries to underdeveloped aress.
In 1969, for instance, 213, or more than 60 per cent, of the new industries were
licensed to be established in Lourengo Marques and l]8 in Manica e Sofala. Only

ten new industries were established in Cabo Delpado and only nine in Niassa
District.

63. In December 1970 (Diploma Legislativo 3054, 5 December), the territorial
Government enected new legislation to encourage industrial development. Under
these provisions, the llcensihg procedures have been simplified and new industries
may be exempted from all state and local taxes on land and buildings, as well as
the usual income, developmer.t and supplementary taxes. For ths purpose of this
legislation, new industries are dcfined as those producing goods -not yet

‘ a/ Official Records of the Genersal Assembly, Twenty-first Session, addendum
to agenda item 23 (A/6300/Rev.l), chap. V, annex, appendix III, para. 66.

r/ Ibid,, Twenty-fifth Session, Supplement MNo. 238 {4/8023/Rev.1/Add.1),
append:x III, annex I.
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menufactured in the Tarritories or not yet of an adaguate standard or in sufficient
quantity. As a general rule, only industries with a fixed capital investrent of
over 5 million escudos will be entitled to the tax exemptions, although the
Governor-General may make axceptions. The neriod of exemption is to be determined
by zones as follows: {a) witain 50 kilometres of the city of Lourengo Marques,
two years; (b) within 20 kilometres of Nampula, Nacala, Quelimane or

Vila Pery, four years; (¢) within 20 kilometres of any other district

capital, five years: and (d) any other region, six ycars. In the case of
industries with a priority, tie scheduled pericd of tax excmption mey be increased
by two years. Industrics with investments exceéding 5 nillion escudos are
entitled to an extra rear of fax exrmption for each additional 10 million esculdos
invested. Industries tlst export more than 50 per cent of their production will
he eutitled to an addiitional period of exemptions up to four years.

4
<
oy

3

2

6Lk, According tn information from Mozambigue new investments of about
10,000 million escudos ere envisaged during 1971 and 1972. Most of the new
capital is expscied to be invested in food products, beverages, tobacco and
textiles, although there will be also some diversification.

"65. Since the besinning of 1971, a nurber of new ventures have been reported.
These include & consortium cormprising Canadian and Jaranese interests which is
planning to invest over 300 riilion escudos in plent to manufacture cellulose
from eucaliyptus true€s; tie establishment by the Companhia Unidio Fabry: (CUF) of
& new vegetable oil plant with a capacity of 15,000 tons a y=ar; and the
investment of 100 million escudos by the Fabrica de Cervejas Reunidas in connexion
with ev plants at Lourengo Merques and Nampula. In addition, Tndistria
ilogambicana de Tubos plans to build a metal tubing factory at Machava near
Lourengo tlarques. The new plant will have an annual capacity of 15,000 tons,
which will cover the Territory's needs (5,000 tons) and provide s substantial
surplus for export to South sfrica. This is one 7 ihe new industries which may
be expected to earn foreigm exchanee to help tr ~rritory's telance-of-payments
situation.
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Table L4

Mozambique: Reported new capital in transforming industries
since 1969 a/ |

(million escudos)

Investment
Nationality and New Increase
name of company - capital in capitel Remarks

(a) France

Compagnie générale
d'entreprises _ :
électriques 290#% Cotton textile complex.
Contract signed December 1970.

(b) South Africa

Indistrias de Caju Mocitas 22 Cashew processing. Joint South
Africen and Italian concern. °
Registered capital increased
from 20 to 42 million escudos.

Indistrias de Caju
Antenes, S.A.R.L. 10 Cashew processing. Partly
owned by Caju Mocitas.

Rennies' Consolidated

(L.M.), Lda. 21.3 Navigation. Originally South
African but transferred to
Mozambique.

(c) United Kingdom

Babcock and Wilcox
Mogambicana, S.A.R.L. 12 Metal works, principally
| tubing. Also Portuguese and °
Spanish capital.

(d) United States of America

Fortis Elevadores, 2 Purchased by Otis Elevators
S.A.R.L. ' ‘ .
Grupo Oliva . 397.9 Metallurgy. Purchased by
Standard Electric.
Mobil 0il Corporation  1,000% 0il refinery to be established
at Nacala. Authorization
pending.

a/ Limited to new capital investments of ‘over 10 million escudos reported
in 1969 and 1970. It may be noted that there is often a time lag between the
reported planned investment (indicated by an asterisk®) and the actual commitment.

~105-~ o



Table 4 (continued)

] Investment
. Nationality and New Increase
name of company capital in capital Remarks
(e) Portugal and others
Agucareira de Mogambique 30 Sugar. Registered capital
increased from 100 to 130
million escudos.
Companhia do Biizi, S.A. 55 Agro~industry. Registered
capital increased from 110
to 165 million escudos.
Companhia do Caju do
Fcunapo,.S.AR.L, 250 Cashew processing.
TFébrica de Cervejas
Reunidas 100% Beer and soft drinks.

Fabrica de Moagenm
de Beira (MOBEIRA) 60 Grain mill to process rice.
Opened in Beira.

Inddstria Mogambicana
de Tubos Lo# Metal tubing.

()

Krueger (szambique), Lda. 6.

Sociedade Mogambicana

de Gases Comprimidos,

(MOCAS) 13 Carbonic gas plant to be
installed at Nacalaj
acetylene gas plant at
songo.

~106-



3. TRADE AND ﬁALANCE OF PAYMENTS

GGeneral

66. The Third National Development Plan for 1968-1973, published in 1968, noted
that the economy of Mozambique was heavily dependent on the external market.
Data for the period 1961-1965 showed that six principal crops, namely cashew
(unshelled awc Xxernels), cotton, sugar, sisal, tea and copra - and three
countries -~ Portugal, India and South Africa accounted for 63 per cent of the
Territory's exports. Furthermore, five categories of imports - cotton textiles,
vine, crude petrcleum, iron and metal manufactures - made up 25 per cent of the
total value of visible imports with Portugal, South Africa and the United
Kingdom the principal suppllers. In short, the Development Plan showed that the
econiomy of Mozambique was closely dependent on Portugal aend South Africa. S/

67. Official statistics for the period since 1965 show that there has been no
basic change in this dependent relationship. In 1969, the latest year for which
trade statistics are available, cashew, cotton, sugar, tea, sisal and copra still
accounted for almost 65 per cent of the total value of visible exports. 1In

terms of the Territory's total trade, the United States replaced the United
Kingdom as the third most important trading partner (8.25 per cent) after Portugal
(36 per cent) and South Africa (12.3 per cent).

68. 1In the decade 1960-1969, Mozambique experienced a steady deteriorstion in

its balance of foreign trade: the deficit rose from 1,172 million escudos in 1961
to 3,410 million escudos in 1968. Official statisties for 1970 are not yet
availeble, but it is reported that the trade deficit rose to an all time high

of 4,000 million escudos. As a result, the Territory's balance-of-payments
deficit rose to 1,570 million escudos which was 333.3 million escudos higher

than in 1969. t/ Mozambique's balance of payments for 1969 is shown in
table 5 below.

69. In 1969, total visible exports amounted to 4,081 million escudos, compared
with 4,420 million escudos in 1968. Imports, on the other hand, amounted to

7,491 million escudos, a 15 per cent increase over the previous year.  The
relatively poor performance of the export sector in 1969 was partly due to adverse
clirate conditions. The rise in imports was due mainly to an increase in, four main
categories of goods: - machinery, base metal products, transport equipment and
chemicals, which together accounted for 617.5 million escudos out of the total
increase of 770 million escudos over 1968. The tables contained in the annex to the
present appendix show that the principal suppliers of these goods were

France, the Federal Republic of Germany, Japan, the United Kingdom and the

United States. For instance, the Mozambique railways has ten steam locomotives

reep——

s/ Portupal. Presidéncia .do Conselho, TII Plano de Fomento para 1968-1973,
vol. IV, Lisbon, 1968, p. 15.

t/ See also A/B423/Add.Y4, annex I.A, paras. 132 ff.
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from the United Sﬁates, ten from the Federal Republic of Germany (six from
Henschel and four from Krupp) and eight from France. Its Diesel locomotives are
from Japan.

T70. The principal categories of trade of the main trading partners are
described briefly below. Selected trade statistics on the principal exports and
main countries of destination and on main categories of goods traded with the
principal partners appear in the annex.

- Portugal

Tl. Portugal, which has always been the Territory's most important trade
partner, in 1969 supplied 31 per cent of Mozambique's visible imports by value
and took 41 per cent of its exports. The principal imports from Portugal in
1969 were {in million escudos): cotton textiles, 306.1; wine 264.k4; articles
of apparel and clothing accessories, 159.8; mechanical appliances, electrical
appliences and parts’, 115.9; electrical machinery and equipment and parts
thereof, 105.5.

72. The Territory's principal exports to Portugal were (in million escudos):

cotton, 790.1; sugar, 542.1; vegetable oils, 73.5; copra, 47.5 and petroleum
35.1.

South Africa

3. In 1969, South Africa supplied 15.1 per cent of the Territory's imports
and took 10.4 per cent of its exports. Between 1968 and 1969, the Territory's
imports from South Africa rose by more than 40 per cent, from 793.3 million

to 1,127.2 million escudos. The Territory's principal imports from South Africa
comprised machinery, vehicles, tractors, iron and steel articles, cereals,
fruits and vegetables. Principal exports included petroleum products, wood in
rough and railway sleepers, bananas and cashew kernels.

Th. The transit trade, which is an important part of the Territory's trade
relations with South Africa, has been described previously. u/

United Kingdom

75. In 1969, the United Kingdom supplied 8.2 per cent of the Territory's imports
and took 4.8 per cent of its exports. The principal goods supplied by the

United Kingdom comprised mainly machinery and mechanical appliances, electrical
equipment {including boilers, pumps, etec.); electrical machinery (including
lighting and telephone apparatus); tractors, trucks and automobiles. Tea was

the Territory's main export to the United Kingdom, accounting for 166.2 million
escudos out of a total of 196.7 million escudos.

u/ Official Records of thé?General Assenmbly, Twenty-first Session,
Annexés, addendum to sgenda item 23 (A/6300/Rev.l), chap. V, annex, appendix V,
paras. 23 ff. A
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T6. TIn 1970, the British National Export Council of Southern Africa sent a mission
to Mozambique to survey the opportunities for increasing British exports to

the Territory, to report on trade prospects, its local manufacturing industries,
agriculture and fisheries, mineral development, capital projects and the
Territory's infrastructure. In its report The Mozambique Market, the mission
recommended, among other things, that British interests should become associated
with the potential in the mining industry for investment, technical knowledge,
equipment and plant supply. It also recommended that British interests take
advantage of the immed” . export opportunity in the agricultural field for
pedigree livestock and agricultural equipment and to supply health equipment. The
mission also suggested that close attention should be given to the entire
industrial sector "both regarding product penetration and the total market
development, especially in the fields of electric power, telecommunications,
railway developments, fishing, boat building and refrigeration and parts.”

TT. In February 1971, a group of British banks, represented by N.M. Rothschild
and Sons, granted the Sociedade Financeira Portuguesa a credit line of £5 million
to .be used for imports of goods and services from the United Kingdom. This credit
will enable Mozambique and other Teriitories under Portuguese adminis ,ration to
import such items as locomotives, equipment for telecommunications, heavy
mechanical and metallurgicel industries, petroleum industry and for earth-moving
and refineries, textile and printing machinery, engraving machines and freighters.
The American Telephone and Telegraph Compsny subsidiary in the United Klngdom has
alreadv supplied some equipment for the telephone system and further expsasion

1s expected in the near future.

United States

78. In 1969, the United States took 9.9 per cent of the Territory'u exports,
valued at 400 million escudos, and supplied 6.5 per cent of its imports, valued
at 489 million escudos. The principal items supplied by the United States were
boilers, machinery and mechanical appliances, 136.6 million escudos; railway
locomotives and rolling stock, 93.9 million escudos; tractors and motor vehicles,
TL4L.8 million escudcis. v/ Cashew kernels made up three quarters of the value of
the Territory's exports to the United States. The next most important items were
crustacea, tes and tantalum (see mining exports), sisal rope and cashew shell oil.

79. 1In October 1970, it was reported that the United States Department of
Cormrerce had barred a Portuguese firm in Mozambique from handling any further
exports from the United States. The Portuguesé firm, Armazéns de Produtos
Quimicos, purchased 20,000 tons of fertilizer rrom the United States in 1969

v/ A bulletin on Mozambique (No. ET 70-39), prepared by the’ Unlted States
Department of Commerce, lists the following main imports from the United States
-during Jeanuary/May 1969 Locomotives, $USL1.87 million; tractors, $USL.03 million;
machinery and equlpment, including agricultural and electrical $US1.32 million;
air conditioners 'and- refrigerators $USO.2k million; sutomotive equipment and

roller bearings, $US0.12 million; pumps, generators, internal .combustion engines
. and parts, $US0.33 million.
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which it has refused to account for. The firm is suspected of having re-exported
the fertilizer to Southern Rhodesis in vioclation of the sanciions.

necent developments

80. As a further messure to hel: local industries and to improve the Territory's
balance~of<payment deficit in 19TL, new regulations were introduced under whickh
imports of certain coods from foreign countries during this year will be limited
to T5 per cent of the 1970 amounts. In additidnm\since December 197¢, the
Mozambique Government has increased the consumption tax on a wide range of
imported goods, including wine and textiles, and on certain local rroducts such as
beer and cigarettes. In addition to-.restricting importe the new tax is expected
to add substantially to the Territory's revenue. S

Table 5

liozambique: Balance of pavments at 31 December 1969

(million escudos)

Debit Credit, Balance

Current transactions 8,722.8 7,612.4 ~1,110.4

Merchandise 7,018.1 . 3,930.1 -3,088.0

Current invisibles 1,704.7 3,682.3 +1,977.6

Tourism 30%.3 403.1 +  98.8

Transport 123.6 2,030.4 +1,905.5

Barnings from capital

investments 315.k 3.1 - 312.2

FPrivate transiers 4140.8 433.9 - 6.9

Other services and payments 520.4 8i1.8 + 291.4

Canital movemenis 719.0 550.5 - 168.5
Short term 8.8 51.54 + lbo.7

Loag tern 710.2 499.0 -~ 211.2

Total 9,4:1.8 8,162.0 -1,278.9

Source: Wozanmbique, Boletim Mensal de Bstatistica (Wo. 12), December 1969.
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L, CABORA BASSA PROJECT

81. Details on the Cabora Bassa project appear in the report prepared for
Sub-Committee I in 1970, W/ Information on new developments is summarized below.

Financing

82. In a statement to the press on 23 July 1970, the Portuguese Minister for
Foreign Affairs, Mr. Rui Patricio, complained that anti-Portuguese propagands had
begun to concentrate on "the pacific plan to build a dam and the meritorious
programme for the economic and social development of a vast region of Africa, the
projeet for the Cabora Bassa dam and the plan for the development of the Zambezi
Valley". In addition to his explanation of the intention and purpose of the

dam, x/ Mr. Patricio said that the construction aud exploitation of the dam were
"the entire responsibility of the Portuguese State, and the intervention of foreign
companies is carried out on the commercial plane in the position of contractors

and suppliers of equipment paid for in instalments".

'83. Although there is no official information available on the financial
arraugemnents councerning the dam, a recent article gave a summery of the conditions

which the Portuguese Government laid down in connexion with the bidding for the
construction contract,

8. These were: (a) that a single consortium should undertake the project and
essume responsibility for delivering the project to the Portuguese Government;

(b) that repayment slLould be made over a period of twenty years (1976-1595),
beginning the year after completion of the project, in 1975; (c) that the
financing should in no way aflfect the budgets of Pcrtugal or the Territory, nor
entail the use of external capital markets avaiiable for financing the extraordinary
expenditures, especially for the implementation of the Development Plans; y/

(d) that the total cost of the project was to be established in escudos, in spite
of the fact that foreign services and materials would be invelved and there would

w/ Official Records of the General Assembly, Twenty-fifth Session,
Supplement No. 23A (A/8023/Rev.)./Add.l), annex, appendix III, paras. 154=191.,

x/ See A/8L23/Add.lL, annex I.A, para. 105.

y/ The Portuguese budget is divided into two parts, ordinary and
extraordirary. Extraordinary expenditures include overseas military expenditures

as well as expenditures for development. See A/8423/Add.L, annex I.A, table 1. Tn
the past, the extraordinary budget has been financed partly by external loans.

However, such information has not been avoilable since 1970.
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‘be fluctuations in exchange rates and devaluation in some of the foreign currencies:
(e) that the consortium would advance 500 million escudos to the territorial
Government to help it in carrying out the complementary works involved; and

(f) that the receipts from the energy cenerated should from the beginninm be
adequate to cover the annual charges as well as payment of the entire project.
According to the article, these conditions proved groundless the charges that the
project was controlled by foreign interests, as the consortium would only earn
normal profits on the goods and services furnished.

85. ™he article also reported that each consortium tidding for the contract had
been required to have the technical and financisl bvacking of a bank or a group of
banks which would provide the necessary know-howr on such questions as financing,
interest rates, exchange problems, insurance, etc. z/ To date, no information is
available on the exact financial backing of the South African led %Zamco-Zambeze
Consdreio Hidroeléctrico Lda. aa/ According to one report, half of the

financing will be through export credits and the remainder from Barclays Bank of
the United Kingdom, the Banque de Paris et des Pays-Bas, the Kreditanstalt fiir
Wiederaufbau of the Federal Republic of Germany and the Bank of America of the
United States. The Lanque de Paris et des Pays-Bas is reported to have granted a
lvan of £31 million on the counstruction of the dam.

86. Among the Portuguese banks, the Banco Nacional Ultramarino is reported to have
granted a loan of 500 million escudos to 'the Zamco consortium; its total loans in
ceonnexion with the Cabora Bassa project reportedly amounted to 1,000 million
escudos at the end of Saptember 1970..

Participation in the Cabora Bassa project

{a) Portuzal and France

&7. Several new firms have been awarded contracts in connexion with the Cabora-
Bassa project and some firms already involved have been awarded additional
contracts. These include the Sociedades Reunidas de Febricacles Metélicas S.A.R.L.
(SOREFAME) , Profabril and Hidrotécnica Portuguesa, Lda.

88. SOREFAME, which is primarily engeged in ship building in Portugel and Angola,
has been awarded a contract to:supply flood gates and the copperdams. The amount
~of the contract is unknown. Although cunsidered to be a Portuguese company,
through Neyrpic Portuguesa, S.A., SOREZFAME is, ir fact, a subsidiary of

Neyrpic, S.A. of France.

89. Profabril and Hidrotécnica Portuguesa, Lda. were jointly awsrded a TO-million
escudo contract in 1970 for the supervision of the Cabora Bassa project. Their new
contract is deseribed in paragraph 115 below. Profazbril (Centro de Projectos
Industriais) is reported to be a subsidiary of the Companhia Unifio Fabril (CUF).
There is no information on Hidrotécnica Portuguesa.

z/ For a list of the consortiums which submitted bids see Official Records
of the General Assembly Twenty-fourth Session, Supplement No. 23A
(8/7623/Rev.1/A34.1), annex, appendix I1I, para. 166.

ag/ For a list of member companies in Zamco, see ibid., Twenty-fif% h Session,
uupplement Mo, 23A (A/8023/Rev.1/Add.1), annex, appendix III, para. 16k,
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(b) South Africa

90, It will be recalled that, in 1970, Italy had announced that it would withdraw
its participation in the Cabora Bassa project, Portuguese spokesmen nevertheless
maintained that the Societ4 Anonima Elettrificazione, S.p.A. (SAE) of Milan had not
withdravn. Later, even after the Italian Government had decided to withdraw export
credit facilities from the SAE, there were reports that the company might still
partlclpate if it could obtain financial backing. In December 1970, a spokesman
for the SAE said that the comvany had withdrawn completely and that there was no
truth in reports to the effect that it had been seeking financial backing elsewhere.
Soon after this announcement, a French source reported that SAE hed withdrawn
because the Banque de Paris et des Pays-Bas had refused a loan to Portugal for SAE,
At the end of December, Transmission Lines Construction (TLC) of South Africa was
reported to have replaced SAE in the Zamco consortium,

91, There is no information on the identity of TLC. In January 1971, the
Portuguese news agency in Mozambique again denied that SAE had withdrawn and said
that the Italian firm had, in fact, alreadvy begun work on the power line which
would transmit power from Cabora Bassa to South Africa. Aceording to this source,
the South African firm mentioned was merely a subcontractor to SAE.

92, The Rand Daily Mail reported that the SAE contract had been taken over by
TLC together with the Power Lines Company, both of South Africa., According to
this source, TLC will be responsible for the high tension lines carrying power
from the dam to the frontier and the Power Lines Company will be responsible for
the lines inside South Africa..

93. - Commenting on the South African assumption of the SAE contract by the
companies, a Johannesburg radio broadcast editorial said that, as a result of the
new development, South African firms were responsible for about two-thirds in
terms of value of the contracts involved in the scheme ($US2,000 million out of a
total of $US2,900 million), including the provision of 1,800 kilometres of power
lines from the dam to the Apollo station near Pretoria where the power would be
fed into the national grid. In due course, Lourengo Marques would be drawing its
electricity from the South African grid. The same source reported that the South
African Electricity Commission envisaged "an international electricitv supply
network stretching from Mozambique in the north to Cape Town in the sovth and
including Lesotho and Swaziland", The Standard Bank of South Africa is reported
to envisage the inclusion of Angola and Southern Rhodesia in the network within
the next twenty years.

(¢} United Xingdom

94k, To date, five British concerns have been reported’as involved in the Cabora
Bassa project. Apart from Barclays Bank D.C,0., which has been mentioned since
1970, the four additional concerns referred to are Babcock and Wilcox, Guest Keen
and Nettlefold (GKN), Imperial Chemical Industries (ICI) and United Transport
Overseas.,

(i) Babcock and Wilcox

95. This firm has recently established a sub51d1ary in Mozambique
(see paragraphs 47-50 above) reportedly with a view to participating in the Cabora,

Bassa project.
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{(ii) Barclays Bank D.C.O.

96. In January 1971, speaking at the annual meeting, Sir Frederic Seebolm,

Chaivmen of the bank, said that the bank had been taken as s synmbol for attack
because of its presence in southern Africa and "its so-called support for the Cabora
Eassa Dam in Mozambique". He said that Barclays was not involved in "the consortium
of continental banks" providing some of the long-term finance for the project. The
only connexion the bank had traced was that "one of its subcontractors for part of
the early work" had been helped with extra finance by one of the bank's South
African branches.

97. An advertisement of the bank, publicshed in a recent issue of the

Jornal Porturuds de Economia e Financas read: "Barclays Rank, DCO,

54 Lombard Street, Londres. Presenca mantida em Cabora Bassa" (Presence at Cabora
RBassa continued).

(iii) Guest, Keen and Nettlefold (GKN)

98, This British engineering firm is reported to have set up a subsidiary in

Mozambique in 1970, with the expectation of participating in the Cabora Bassa
projecta

99. GEKN is involved in automotive, building and industrial equipment. Its total
sales in 1969 amounted to $US1,228.1 million; its assets were $US1,022,7 million;
and its net income was $USL2.6 million. The company ranks forty~third in-

among the 200 largest industrials outside the United.States. tb/

(iv) Tmperial Chemical Industries (ICI)

100. This British company has a 42 per cent interest in African Fxplosives and
Chemical Industries cf South Africa, which is one of the two main supnliers of
explosives for the dam. ICT is principally engared in the producticn of acids,
alkalies, coated fabrics, drugs, dyestuffs, explosives, fertilizers, synthetic
fibres, paints, pesticides, petroleum chemicals and plastics, It has subsidiaries
arid affiliates in various countries, including the Federal Republic of Germany,
Belgium, the Netherlands, South Africa and the United States. In 1969, its total
sales amounted to $US3,252.3 million; its assets were SUSH,676.2 million; and its
net profit was $US231.4 million. The company ranks sixth among the 200 largest
industrials outside the United States. cc/

(v) United Transport Overseas

101. This cbmpany is reported to have a £600,000 contract for the transport of
225,000 tons of cement from Beira to the dam site and for the transport of
electrical and mechanical equipment from South Africa, as well as supplies for the

bb/ "The Fortune Directory: The 200 Largest Industrials Outside the
United States", Fortune, June 1970,

ce/ Ibid.
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town of Songo (see below). United Transport Overseas is a wholly owned subsidiary
of United Trensport, Ltd. of the United Kingdom. Subsidiaries of

United Transport, Ltd, in Africa include thirty-four in South Africa and fourteen
in Southern Rhodesia, One of these subsidisries is United Transport Holdings of
South Africa (UTH), in which United Transport Overseas has & 60 per cent interest;
this subsidiary has also been cited as the holder of a contract in connexion with
Cabora Bassa, involving an outlay of £390,000 (3 per cent of the £130 million
scheme as a whole), for transport entirely within Mozembique.

(d) United ‘States

102. In January 1971, five helicopters built by Bell Helicopter of Fort Worth,
United States, were delivered to the Zambezi Development Office (also referred to
in the press as the Zambesi Valley Authority). The five helicopters, which cost
$US616,400, are to be used for logistic support of the work of the Zambezi
Developnment Office. The helicopters were assembled in Beirs by Portuguese
technicians, Further deliveries were expected soon,

103. Bell Helizopter is involved in the construttion of military and commercial
helicopters and verticel 1lift aircraft, systems integration (target detection,
weapons, navigation,.agricultural and other commercial), aeronautical and
electronic research, The company is a subsidiary of Textron Inc. (Delaware), a
diversified manufacturing enterprise with operations in four basic product groups:
aerospace products, consumer products, industrial products and metal products.
Bell Helicopter is part of Textron's aercspace products group.

Construction of the dam

104, According to an article published in the Mozambique press in November 1970,

the schedule of work in the Cabora Bassa project is as follows: completion of the
two provisional diversion tunnels by November 1971; excavation of the dam foundation
to begin on 1 April 1972; concrete work on the dam to begin on 1 July 1972;
completion of the dem and flocding of the dam to begin 15 July 197k.

105. The work on the right bank diversion tunnel was expected to be completed in
February 1971 and the left bank tunnel, which had not yet been started in January
that year, was not expected to be completed until October 1971. The right bank
tuvnnel will later be used to feed the turbines of the underground power plant.
Work on the two copperdams is to be started as soon &s the diversion tunnels are
completed. These provisional dams will make the river flow towards the diversion
tunnels so that the part of the river bed to be used for the dam itself can bhe
dried out. Ancillary works related to the dam construction, including the road
from Moatize to Cabora Bassa, ar2 reported to be progressing satisfactorily.

Songo township and Cabora Bassa

106. As reported previously, dd/ & new township is being established on, the Songo
plateau. In October 1970, rows of prefabricated houses were being-installed.v

dd/ Official Records of the General Assembly, Twenty-fifth Session,
Supplement No. 23A (A/8023/Rev.l/Add.l), appendix, annex II, para. T9.
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Twe thousand Africans and 1,300 Europeans will live in Songo. In September 1970,
a branch of the Bsnco Nacional Ultramerino was established at Songo and in October
there were already several schools operating for Portuguese, South African,

French and German personnel working on the dam., The Government has authorized
the establishlment of a new primary school at Cabora Bassa.

107. As a result of the new activities in the Cabora Dassa region, the
Covernor-General approved an increase of twenty-gix persons in the administrative
staff in the circunceoriclio., ee/ Six of the posts have been transferred from the
adjacent Magoé circunscric#io and twenty posts sre new. A civil registry office has
been established at Cabiora Bassa for the whole administrative arca and ‘a hew post
and telegraph office has been opened. In addition, the Songo airfield is being
gxtended at a cost of 14 million escudos. Bids for thiz work were tendered in
Qctober 1970 hy four Portuguese firms: T&ecnica de Construclc Lda,, Companhia de
Destroncas e Alupguer de Maquinas (pODAM), Manuel da Silva Oliveira and Construtora
Ta&mega. Except for ifanuel da Silva Oliveira, the other three firms already have
contracts for work connected with the Cabora Passa. ff/

Resettlement of the'African pornulation

109, A total of some 24,000 Africans living along the north and south banks of the
Zamtezi River in the region of the dam site are to be resettled. ggz/ Some thirty
areas have been selected for this purpose by the Zambezi Settlement Bureau which

is in charge of the moving, According to the plans some 8,000 persons are to be
moved each yesr. By December 1970, 156 hectares of land had been cleared and
sraded in the Chipera region where 165 families (735 persons) to whom land had been
distributed had begun preparation for planting, Both itinerant and fixed medical
assistance had been organized for these families.

109, In Fcbruary 1971, with the start of the new agricultural year, the government
began a campaign to acquaint the population at Mucangadezi with new techniques
through experimental stations for the distribution of seeds. The Africans in this
area are among those who will have to be moved, possibly to an area where
different crops will be more suitable.

Transport and communications

110, Transport jproblems are reported to have developed in connexion with the Cabors
Rassa project. Although there are through railroad facilities from Beira through
Vila do Dondc tc Doria Ana and from there along the Tete line to boatize, the huge
quantity of goods involved has created delays with a congesticn accumulating at
Moatize, beyond which only light trucks can be used to cross the Zambezi until

the new bridge is built. In scme cases, it has reportedly taken 60 days to move
goods from Beira to Cabora Bassa. A number of new trucking concerns have been
rganized and are reported to be atle to make the distance in only seven days.

ee/ This is an administrative division. TFor a descripticn see ibid.,
Supplement Ho. 23 (A/8023/Rev.l), chaep. VII, annex I.C, paras. 17 and 18.

£/ Ibid., Supplement No, 23A (A/8023/Rev,1/Add.1), appr 'uix, annex III.
gp/ A/8423/Add.k, annex I.C, para. Tl.
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111l. The telecommunications of Songo and Czbora Bassa are being improved. In
August 1970, a 20-million escudo contract was awarded for the third stage in the
completlon of the telecommunications at Songo which will service Cabora Bassa.

T.. addition, the telephone network linking the town of Tete and Cabora Bassa with
the rest of the Territory is teing improved at a cost of some 80 million escudos.

Development of the Zambezi Valley and related research

112, A network of government bodies are involved in the development of the Zambezi
Valley. The principal authority is the.Gabinete do Plano do Zambezi, the Zambezi
Development Office, which was created in 1970 and which has responsibility for
supervising the Cabora Bassa project, as well as studies in connexion with the
Zambezi Valley master plan., In addition, there is a Territorial Co-brdinating
Commission of the Zambezi Development Office through which the territorial
Government is linked with the Cabora. Bassa project. The Governor-General pre51des
over this Commission. A third body is the Commiss@o Orientadora da Investigagéc
Cientifica pares Cabora Bassa. The Zambezi Development Office, the Un1versztv of
Lourengo Marques and the territorial Government are represented on the Scientific
Commission which is presided over by the president of the Junta da Investigacgies
do Ultramar. Also involved is the Instituto de Investigacfic Cientifica de
Moﬂamblqae (Mozamblque Scientific Research Institute).

(a) “ambezi Development Cffice

113. The Zambezi Development Office is composed of a Director Council, a Technical
Council, an Administrative Committee and co-ordinating committees. The Office
which is intended to provide both central and regional services, has a certral ,
Co-ordinating Committee to ensure the support and co-~operation of government bodies
in Portugal in connexion with the economic and social development of the Zambezi

region, There is also a Co-ordinating Committee at the terrltorlal level and
others at the district level,

114, In July 1970, the Government approved a 271l-million escudo budget for the year
for Zambezi Development Office, Of this sum, 20 million escudos was to be from

the Territory's budgetary surplus and 250 million escudos was to be financed from
the 500 million escudos Zamco was required to place at the disposal of the
Portuguese Government under the terms of the contract (see paragraph 86 atove).
About one third of +the budget was envisaged for the purchase of materials for
buildings, roads, bridges and other structures; some 47 million escudos for
salaeries; and another 47 million escudos for technlcal services, including

20.6 million escudos for "external collaboration' in connexion with the supervision
of the Cabore Bassa project.

115. In September 1970, the Office was authorized to contract the services of
Hidrot&cnica Portuguesa, Lda. and Profabril to control the quality of the work and
materials furnished for the dam, The amount of the contrac* was not to exceed

T0 million escudos. The two concerns are to be associated . . this task. Their
responsibility will include not only the dam constiuction and the ancillary works
but also the access roads, the infrastructure, the high tension lines and other
installations. The contract is expected to 1nvolve five years of work and several
dozens of engineers and technical personnel.



{b) Territorial Co-ordinating Commission

¢

116. At its second plenary session in October 1970, the Co-ordinating Commission
discussed the need for scientific research in the area that will be inundated by
the Cabora Bassa dam and the problems arising from the effects of the ecological
changes which might have repercussions all the way to the mouta of the Zambezi
River. It reviewed data on verious areas identified as forming part of the

Zembesi River basin with a view to determining priorities for future activities.

It also discussed the Territory's need of electrical energy for the dam and probleums
of transportation and land concession in the areas reserved for the project.

(¢) .Scientific problems

117. The Scientific Commission has been most concerned-with the prospects of the
ecological changes arising from the inundation of large areas of land by the new
dam which will affect plant and animal life and the bpilharziases snail. The
Commission is concerned with both the positive and negative aspects and hopes to
be able to minimize or neutralize some of the adverse ¢ffects.

118. The Secientilie Research Institute has beun entrusted with the hydro-biologicsal
studies connected with the dam. Special fiunds are reported to have been allocated
for the necessary research work. '

Defence of Cabora Bassa

119. In the past year, Cabora Bassa has become, 23 one article said "more than a
dam". To the Governor-Genzral, to speak of Mozambhique is to speak of Cabora Bassa.
To both those for and against the dam, its significance lies beyond the physicel
effects. The Cabora Bassa has in fact become a symbol of the black/white problem
in southern Africa: its success would be interpreted by Portugal as a vindication
of its multiracial policy but as a triuwupk of white supremecy by the liberation
movements and many of the African Gtates.

(a) Information campaign

120. As reported elsewhere, since mid-1970, Portugal has mounted a new information
campaign concerniag its overseas Territories and the Cabora Bassa in particular. hh/
Si~ce most of the eleciric power will be sold to South Africa, Portuguese sources
have made & point of emphasizing that thr dam is only part of tle over-all

Zambesi Valley Development Plan. According to the Portuguese Minister for Foreign
Affairs, this plan involves the "utilization of resources and economic and social
development that will benefit an extensive area of the Proviuice of Mozambique and
will determine the economic and social promotion and improved living standards for
many thousands of Africans”. )

121. To ptovide more in’ srmation on this long-term goal, in 1970 the Portuguese
Government distributed English, French and German copies cf a pamphlet entitled

hh/ See ibid., annex I.A., paras. 100 ff.
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“ifne Development Plan of the Zambezi Valley', subtitled ‘Cabora Bassa”. The
npening sentence reads: “The Cabora Ezssa undertaking should not he viewed in
isolalion as = mere system of mroduction and transportation of electric power:

it siwould be considered as a basic infractructure of a2 vaster and more ambitious
vlan, the General Plan for the Developnent of the Zambezi Valley." The text of
the pampilet was reproduced in some linglish language publications, including
Southers Africa. 4 Portuguese version of the Development Plan of the Zambezi
Varley wae rublisoed in the Didrio, Lourengo Marques, in June 1970. The following
surmary is from the Portuguese text.

122. 53 deseribed in the Development Plan, the part of the Zambezi River Valley
in Mozamhigque includes some 220,000 sqguare kilometres, .or about one quarter of the
toual arec of Mczambique. This area, wnich is two and a half times the size of
Portugal has one and a half million inhabitants. A preliminary resources study
covering an area of 5.5 million hnectares showed thacv 2.5 million hectares could
be deve?opuﬂ for agriculture, inciuding 1.5 million hectares for "intensive
settlenient", and 300,000 hectares that coulu be irrigated. There were 200,000
hectarcb of valuable forest which could be further developed, and another

200,000 hectarecs avallsble foir new forests of exotic woods. The ar-ea surveyed
conta1ued over 200,000 head of livestock which indicated potential for future
expansion of livestocl farming for meat and dairy producus.

1&3. Tae Yl=n envignges the ollowx»g lines of development: : {a) development of
Yhe African communities with a wiew to their ecounomic and socisl progress;

(b) guided ocearvation of new arnas of land for agricultural productisn and the
uistribution of farms of & suitable size to Immigrants as well as local inhabitants,
in order to crente stavle and nrogressive population nucleiy (c) extension of the
Jorzst areas and development of livestock, tal 1ng into account the existing
traditionol agricultural and livestock activities; (d) intensive exploitation of

the minersal resources which should be processed loca;lj whenever possible;

(¢) creution of the nacessary infrastructure, including sources of energy, means of
trunsport and commercisl centres, and (f) creation of a network of health, education
and otuer social services in the development zones. To implement the Plan it was
envisaged that Tnth government anc the yrivate sector would have to be involved.
Miving and transforming industries especiclily would have to depend on the prlvane
sector

124, As reqoards the immediate effects of the Csbora RBassa proj€0u the Portugucse
Uinister for oreign Affairs said in 1970 that those with "a beneficent influence’”
inciuded: (a) a very marked reduction in the intensity and frequency of the
vloods thatv at presert hamper local agriculture; (b) the possibility of river
sthinping, (ec) thc aVuLLabllluJ of* water to irrigate extensive areas. It may be
noted in this cornexion that, heretofore, very few Africaus have been included in
are.s developed for 1rr1gatad farming. gi/ The tnglish version of the pamphlet
did not mention irrigeation but included as benefits from the dam river shipping
on the &sm and over a distence of 300 kilometres as far &s the frontier with
adjacent countries, allowing easier outflow of products from the hinterland, and
fishirng in the dam zoue. ,

—— o

ji/ For a yersral review of the settlenent schemes prior to 1965, see
Official Weccrds of the General Assembly, Twentieth Session, Annexes, addendum
to apenda item 23 (&/60( O/ ¢v.l} chap. V, appendix, annex II, paras. 255 ff.

’
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125. The Portuguese Government sources have been particularly emphatic in
denying that the plan for the development of the Zambezi Valley includes the

settlement of "one million white settlers.” At his press conference in June 1970,
the Portuguese Minister for Foreign Affairs referred to this as a "malicious
rumour circulating as part of the campaign against Cabora Bassa'. He said "It

'is incredible that such & rumour sihiould gain credence in certain circles. In the
first place, the number itself is absurd. It would be gquite outside the immediate
physical resources oif air or sea transpo*bation not to mention the economic,
social and financial asvects involved." Yet, only two weeks before this press
conference, General Vensncio Deslandes, Chlef of Staff of the Portuguese Armed
Forces, had declsred in Mozambique, in an 1nterv1bw publlshed in Noticias,
Lourengo Marques, thut it was already several years since he Lad written in a
report that the overseas Territories needed 1 million Europeans in the near

future to ensure their complete security and rapid progress.

126. In an interview published in Estado de S. Paulo, the Portuguese Prime

Minister, Mr. Marcello Caetazno, pointed out.that Portugal, with a population of

9 million inhabitants, could not possibly send 1 million settlers to the Zambezi
Valley. He said that the "faatasy must have resulted from some technical study
which asserted that once the region was developed, it would be possible to establish
there 1 million developed farmers and workers in complementary industries.” He

said that, whatever the crigin, it had never been Portugal's policy to expel the
native inhabitants from tne region, ner did Portugal have millions of settlers

of whom a million could be settled in a single river valley.

‘
Lo
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(b) Financial and commercial support

127. Although the Italian and Swedish firms in the Zamco consortium have withdrawn,
foreign interests from France, the Federal Republic of Germany, South Africa, the
United Kingdom and the United States continue to sunport the construction of the
dam. Explaining his Govermment's position, M. Maurice Schumann, the Minister for
Foreign Affairs, said, in an interview published in Jeune Afrique in January 1971,
that “French participation” consisted of a number of French private companies in
the international consortivm to which the bid was awarded. All the companies
involvad had obtained an export credit guarantee. This guarantee was purely
economic and was not the subject of a general agreecment between the French and
Portuguese Governments. K. said it was not possible for the French Government to
withdraw from its guarantee. Moreover, it did not seem to him to be Justifiable
because "the construction of the Cabora Bassa, a purely economic undertaking,

would contribute very effectively to raising the standard of living in the

region. The first to benefit from it would be the Africans living there."
Although it had heen said that the Cabora Bassa would block Mozambique's internal
evolution, in Mr. Schumann's opinion, economic development never hindered political
evolution,

123, The Government of the Federal Republic of Germany has also decided not to
withdraw its credit suarantees to the German firms involved in the Cabora Bassa
project. An official spokesman said last year that the Government had decided in
1967 that the projeet 'was in the interests of German industry, as well as being
likely to benefit the African people of the area." There had been no African
protests at the time and the Government had concluded that there was not sufficient
reason to change its attitude. The Government is reported to have made the
guarantees through the Hermes Insurance Company.

[
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129. The Swiss Government's position regarding Cabora ‘Bassa was made known last
year in reply to a question raised by one of the Swiss deputies. The Goveranment
said that it would consider in the usual manner requests for axport credit
guaranteeS\presented by the Swiss firms col‘aboraxlng in the construction of the
dam in Mozamuique. There were, however, no Swiss regulations wblch would permit
“he Government to prevent any national firm from participating in ‘any public works
in foreign countries. The only Swiss Tirm known to be connected with the

Cabora Bassa project is Brown Boveri and Cie., whose subsidiary in the Federal
Republic of Germany is a member of the Zamco Consortium.

130. The extent to which the illegal régime in Southern Rhodesia or private
firms in that country are participating in the Cabora Bassa piroject is unknown.
Mr. Ian Smith is. reported to share the view that the Cabora Bassa project will
bring great benefits, not only to Mozamhique but also to everyone in southern
Africa, and to Southern Rhodesia.

131. There has been no change in the position of the United Kingdom Government

as explained by the Minister of State for Foreign and Commcnwea th Relations on

15 December 1969. J1/ In December 1970, the Chancellor of the Exchequer. replied
in the negative to the gquestion as to whether he would take Yall measures at his
disposal" to prevent financial participation in the South African Zamco consortium
for the construction of the Cabora Bassa dam. ’

132. As reported above, United Transport Company and Imperial Chemical

Industries (ICI) btoth accepted contracts in connexion with the dam construction.

In May 1971, the Chairman of the Board (ICI) said at the annual meeting that his
company did not support any particular political régime in the countries where it
had activities. The company's objective was to conduct business wherever possible.

133. As far as is known there is no direct participation by companies of the
United States in the construction of the dam. The exact role, if any, of the
Bank of America in providing financial backing for Zamco is unknown. In March 1971,
there was a press report that the General Electric Company was pressing the .
Export- Import Bank to provide $US55 million in financing for a transformer system
to be supplied for the Cabora Bassa dam. Since then General Electric is reported
to have withdrawn its request for the loan. However, the General Electric
Company is reported to own shares in the Allgemeine ZElektricitats Gesellschaft
AEG-Telefunken of the Federal Republic of Germany, which is one of the partners
of the Zamco Consortium.

134. In April 1971, the Portuguese Government awarded a contract of 320 million
escudos to Companhia Industrial de Cordoarias Texteis e Metdlicas Quintas

‘e Quintas, S.A.R.L. for the supply of electrical conductors and aluminium and

steel cables for the Csbora Bassa project. In turn, OQuintas e Quintas is reported
to have awarded a contract to two Canadian companies, Alcan Aluminium Litd., and

the Reynolds Aluminium Co. of Canada, to furnish the aluminium supplies. Alcan

has subsidiaries and affiliates in Latin America, Europe, Asia, Africa and the
South Pacitic. The Reynolds Aluminium Co. of Canade Ltd., is indirecﬁly controlled
by the Reynolds Metal Co. of “he United States which owns 64 per cent of its stock.

Ji/ Ibid., Twenty-fifth Session, Supplement No. 23A (A/8023/Rev.1/4dd.1),
annex, eppendix II, para. 185.
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(c) Military and security measures

135. As a rescul of athacks by the forces of the Frente de Libertagéo de
Mogambique (FRELIMO), during 1970, Portuguese forces defeading the dam were
increased, a new defence plan was worked out and some new strategic hamlets
(aldeamentos) were created. kk/ At Songo an African militia has been created with
responsibility fcr the area. The number of Public Security Police for the region
has also been increased and new police posts have been zstablished. In spite of
official derials, ilhere have been = number off roports that South African troops,
are statiocned in the area to help defend the dam. In iy 1971, the Tete Distriet
was designated a special area under direct military administration in sccordance
with Decvee Law 182/70 of 20 April 1%70. This makes the milibtary authority
responsible for the civil administration.

kk/ e A/8L23/Add.4, annex I.C, peras. 49 and TO-TS.
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Table 6

Mozarbique: Companies awarded contracts or subcontracts in
1970 and 1971 for work related to Cabora Bassa project

Nationality and name of company Value and/or description of contract
France
Sociedades Reunidas de Fabricagdes “Supply of floodgates and copperdams

Met&licas (SOREFAME) a/

Portugal
Centro de Projetos Industriais Joint contract to supervise quality
( PROFABRIL) of work mnd materials furnished in
connexion with dam construction,
Hidrotécnica Portuguesa - access roads, the infrastructure,

high tension lines and other
installations, TO million escudos

South Africa

Power Lines Company (PLC) Construction of higl tension lines
inside South Africa

Trensmission Lines Company {(LTC Construction of high tension lines
carrying power from the dam to the
Trontier.
Joint contract, $US340 million

United Kingdom

Imperiai Chemical Iadustries (ICI) Supply of.éxplosives to the dam
United Trensport Overseas Transport of cement, clectrical and

mechanical equipment to Cabora Bassa
end supplies to Scngo township.
£600,000 capital outlay

United States of America

Bell Helicopter (Fort Worth, Texas) Supply of helicopters to Zambezi

Development Office.
$US616,400.

a/ Although registered as a Portuguese ccmpany, SOREFAME is a subsidinsry

of Neyrpic, S.A. of France through Neyrpic Portuguesa, S.A, .
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Table 1 (continued)

C. Trades with Portugal

(million escudos)

~127-

Imports
Product 1065 1966 1967 1968 1969
Total 1 T20.2 1 8ko.9 1 809.9 2 223.5 337.5
Cotton fabrics - - 281.1 300.1 313.2
Wine 2kG.1 274 .8 233.1 269.5 26l L
Cotton wgaring apparel
and wearing apparel
accessories - - ~ - 159.8
Motors, machinery,
etc. - - - 92.3 115.¢
Generators, etc. 0.2 2.0 12.9 93.9 105.5
(b) Exports
Total 1151.1 1 232.0 1 328.6 1 595.9 679-}
Cotton 553.7 491.9 638.5 635.6 791
Sugar 289.4 463.8 319.8 399.8 5h2,;
Vegetable oils 82.2 72.1, 95.8 116.2 73.5
Copra. 43h.7 42,8 39.2 80.1 47.5
Petroleum products 37.9 k2.9 47.0 55.2 35.1



D.

Table 1 (continued)

Trade with South Africa

(million escudos)

(a) TImports
Product 1965 1966 1967 1968 1969
Total ceh.2 627.1 645.0 793.3 1-127.2
Moctors, machinery, etc. - - - 117.3 193.3
Cast iron, iron and )
steel 16.9 2k.9 16.1 53.0 88.1
Sheet metal (iron and
steel) - - 29.7 21.2 61.5
Peanuts - - - - s5h.6
Tractors, motor
vehicles, etc. 15.k 16.8 20.2 16.7 Ly, 2
(b) Exports
Total 359.6 359.5 472.9 456.5 k15,6
Petroleum products 139.6 160.0 205.2 195.0 152.1
Wood 121.1 107.0 96.0 111.3 140.3
Fresh bananas 11.0 6.7 8.1 6.2 26.6
Petroleum asphalt and
coke - - - - 17.9
Shelled cashew nuts 10.4 9.5’ 10.9 15.2 13.0
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Table 1 (continued)

E. Trade with the United Xingdom

(million escudos’)

(a) Imports

. -129-

Product 1965 1966 1967 1968 1969

Total 52k, 7 652.6 549.3 651.1 608.0
Tractors and vehicles 186.8 189.1 176.9 211.5 267.3
Motors, machinery, etc. - - - 128.3 107.2
Generators 3.5 17.8 6.4 39.7 37.T,
Pharmaceuticals - - 15.% 12.1 13.5

Spirits - - 12.0 15.5 11.0

- (b)  Exports

Total 141.6 183.7 238.5 268.5 196.7
Tea 119.8 161.8 193.9 215.3 166.2
Cotton waste 2.1 | 2.7 T 5.7 5.2 6.3
0il seeds 2.1 ' 2.7 5.7 6.2 6.3
Metal ores 3.5 7.8 22.1 25.0 5.4
Vegetable oils - - - - W7



F.

Table 1 (continued)

Trade with the Federal Republic of Germany

(million escudos)

(2) Imports

~130-

Product 1965 1966 1967 1968 1969
Total 385.1 336.¢C Lha b 510.5 638.8
Tractors, vehicles, etc. 91.7 111.2 101.9 123.4 182.6
tlotors, machinerv, etc. - - - 126.6 103.1
Whest - - - ~ ‘5"-0
Generators, ctec. 3.7 12.3 7.0 37.0 43.0
Fertilizers - - ~ - 15.5
(b) Exports
Total 110.8 T2.1 82.9 55.1 128.0
Vegetable oils 32.1 12.1 26.5 29.6 Lg.,9
. Sizal 28.8 1h.1 11.0 11.6 14.8
Wood for flooring 13.2 6.3 5.2 11.9 12.1
0il seeds 8.5 8.2 0.8 0.6 12.1
Tea .7 &.0 l.C 1.9 9.3



G.

Table 1 {continued)

Trade with the United States

(million escudos)

(2) Importis

Product 1965 1966 1967 1968 1969
Total 206.5 LLli.9 2h9.2 337.5 488.9
Motors, machinery, etc. - - - 103.6 137.6
Loccmotives, etc. - - - 93.9
Tractors, vehieles, ete. h2.7 37.¢ 28.8 30.5 4.8
Generators, cbtc. 0.7 2.0 1.8 34.3 20.§
Gils obtained from tﬁe

distillation of

retruleun 7.8 8.2 6.9 7.5 14.6

(b) Exports

Total 1b7. b 206.2 264 .8 Le1.7 400.9
Shelled cashew nuts 79.1 128.9 180.3 276.0 298,7
Cisal cord:gze - - - - 28.6
Crustoceans, molluscs

and c¢hellfish . - - - 8.4
Tea 18.3 2h.0 18.0 23.h 17.1
Metal ores 18.5 17.0 25. 24 .0 16.0
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Tdblq_l»(continued)

H. Trade with Japan

(nillion escudos)

(a) Imports

Product 1965 1966 1967 1968 169

Total 187.3 205.k 240.6 35L.0 396.3
Tractors, vehicles, etc. 41.6 4.8 52.9 76.3 133.8
Textiles 16.7 5.2 35.4 61.5 38.3
Generstors 0.1 0.2 6.1 28.7 30.7
Iron or siteel pipes - - S . 15.4 29.0
Motors, machinery etec. 2.6 h.3 3.b 10.9 17.7

3
(b) Exports

Total 12.0 7.3 15.7 9.5 34,2
Coal - ~ - - 8.3
Shelled cashzv nuts - 0.2 1.6 1.6 8.0
Undressed tirber - -~ - - 3.4
Vegetable oils - - - - 2.6
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Table 1 (continued)

I. Trade with Irag

(million escudos)

Product 1965 1966 1967 1968 1969
Ionports
Total 243, 7 321.3 302.5 376.6 378.0
Crude oil from

petroleum or 'shale 2h3.6 321.1 302.3 376 -0 377.8
Ixports - 1.5 - - -



]
-

-Table 1 (continued)

J. Trade with France

(million escudos)

() Imports

Product 1955 1966 1967 1968 1969
Total 133.2 148.4 196.2 22,3 259.8
Tractors, vehicles, etc. 4.1 43,7 47.3 62.5 95.h4
Motors, machinery, ete. 3.4 3.7 2.7 22.0 48.1
Vheat - - - 6k ,0 L3.8
Pharmaceuticals - - k.9 9.7 8.8
Pneumantic tyres and

inner tubes L.5 5.2 2.7 2.2 3.0

(b) orts

Total L3.8 3R.9 L3.5 69.6 79.6
Tobacco - - 7.6 bk 22.9
Copra 17.5 6.4 16.8 32.4 20.8
sisal 18.1 20.9 9.3 10.3 17.7
Shelled cashev nuts 1.k 1.8 1.6 3.1 8.6
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Table 1 (continued)

K. Trade with Southern Rhodesia

(million escudos)

Product 1965 1964 - 1967 1968 1969
Imorts '- - 168.6 128.,2 - -
Ixports

Total - 77.6 100.8 - -
Fresh bananas 5.5 3.6 L.k - -
Vood for flooring 3.9 n.2 3.1 - ‘ -

Source: Portugel. Anuéric Estatistico, Volume II, 1965-1967;
Mozambique: Poletim Msnsal de statistica, April 1969 and March 1970.

-135-



L2z

1°68 716 T°6e  2°00T 2'€e  6°gel  L'92  6°MLT q°Tf TesIs
9°62T  9°€T  T'63T  6°9T  2°LST  £°9T  {°60T  T-OT  §°TST 676t S{TO 3Tqe3959,)
T°g6T  T°Tqy  T°Lle  g'9f  {'I6T  6°ey 9°89T 6°EE 0°g9T  9°ge Bxdop
0°#ES  9°ST  g's6e  I°HT  x°682  °xT  0°'fse  0°€T  §°¢02  1'0OT B3,
9°¢gz  €°loy L*6€Te  €°98S N'Q9E  2'els €°Llle  Lltoly L'ewe  6°2ly sjonpoad WS10133G
7°03€  @'2T  L'62€ '€l  greze  1'g T°T9T L°S L0TT  0'% SIU N9YSEO PSTTAUS
9°66€ 689  %°L69  6°ET  9°g0E 296 §°9en  e'LL  L°g6 q°g6h  SINU ASYSED pITTSUSUn
Lo Llys T°0LT E€°T14 g°TET T 62t 6°60T T°99% T°L4T  8°T62 6116 Iedng
G*q6L  LLy  9°¢€9  6°gE  S°gEY  2'gE  L'T6q  e2'ge  L°E€ss  2tTIE JIng UT U0330)
0°TQO'H 0°g69°T 2°Cen’y L-QTIQ°T S TOS°E 9°682°T €°9Te°E H°0€e‘T T°LOTE 6°TST'T s3aodxs 1830,
EESTIN SUNTOA antep aumTop anTej, aumTop  SnTBp uMTO) N8, 2 eWNTOA

6961 8961 L96T ] 996T T GO6T Jonpoag

(sopnose UOTTTIW PUB SUOL PUBSNOY])

SqJ10dX9 TBATOUTI{ °V

696T~GC96T " SUOT4EUTISOP UTBL PUB SJJI0AXd TBATOUTI :SNOTqUBZOM

2 oTqed

-136~



Table 2 (continued)»

B. Cotton in bulk

(thousand tons and million escudos)

Exports Mein destinations (value)
Belgiun and

Year Volume Value Portunal LuXxerhcurg Italy
1965 31.3 553.7 553.7 - -
1966  28.2 491.9 491.9 - ‘ -
1967 38.2 638.5 638.5 - -
1968  38.9 635.6 635.6 S - -
1969  bT.7 T9L.5 790.1 3.5 0.9

C. Sugar

Portugal Angola Timor Zambia
1955  9L.9 291.8 289.4 - 1.8 -
1966  1L47.1 466.1 . 463.8 - 2.1 -
1967 109.5 329.1 319.8 - 2.2 6.9
1968 1321.8 h11.3 399.8 8.6 2.6 -
1969 170.1 5477 5k2.1 - 5.b -
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1965
1966
1967
1968

1969

Volume

492.4
7.2
56.2

132.9
68,5

L.0
2.1
8.1
13.L

12.8

Table 2 (continued)

AR R Ssasahi S

D. Unshelled cashew nuis

(thousand tons and million escudos )

Txoorts . Wain destinations (value)
Value Portugal India Italy Other
08.7 40.9 %50.7 0.8 -
436.5 - 435.9 0.5
308.6 1.0 307.5
€07.b ' 0.5 694 .6
399.6 309.L

. Shelled cashew nuts

United South Federsl Republic

States Africa of Germany Australia Jetherlands
110.7 T9.1 10.4 8.6 6.3 0.1l
161.1  128.9 9.5 4.5 7.4 3.0
222.8 = 180.3 10.9 2.0 h.7 6.3
329.7 276.0 15.2 11.1 6.8 6.8

380.% 298.7 13.0 8.5 1.7 - 6.h
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Iﬁhls_z.(continued)
F. Coprs

(thousand tons and nillion escudos)

Txports Main destinetions (value)
Year Volume Velue Tortugal Spain' Denmark Fraﬁce Yorway Isrsel -Italy
1965  28.6 168.0 3.7 k3.2 5.3  17.5 23.7 - -
1966 33.9 158.6 ‘h2.8 L3.7 2.3 6.4 21.9 - -
1967 k2.9 1914 39.2 55.4  12.7 16.8  21.5 - -
1068 46.8 277.1  80.1  59.9 38.7 324 30.9 - -
1962 41.1 198.1 L7.4 62.3 0.9 20;8 1.k 22.7 39.0
G. Vegetable o0ils
Federal Republie¢  South
Povrtumal of Germany Africa Zambia Metherlands

1965  15.5 151.5 62.2 32.1 14.0 0.5 -
i966 10.1 105.k T2.1 12.1 12,4 1.7 -
1967  16.3 157.2 96.8 26.5 - 17.2 3.5 b7
1968 16.9 190.1  116.2 29.6 30.5 5.h 5.5
1969 13.6 125.6 T1.5 ho.7 2.6 - -
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Teble 2 (continued)

H. Petroleum products

(thousand tons ard million escudos)

sxports Main destinations (value)
Year Volume Value  Portugel South Africae Southern Rhodesia Swaziland
1965 412.9  243.7 37.9 139.6 kb -
1966 LT6.7 277.3 ”h2.9 160.0 7.5 -
1967 572.2 368.L 47.0 205.2 31.9 -
1968 556.3 212.1 55.2 195.0 | -
1969 L467.3 285.6 35.1 152.1 - 8.9
I. Tea
Un;‘bed United

Portugal Kingdom lNetherlands States Canada
1965 10.1 205.5 k.1 119.8 12.5 18.3 “T.l
1966 13.0 254.0 k.3 161.8 11.8 2h.0 10.3
1967 4.k ¢39.‘4 5.2 193.9 18.6 18.0 6.8
1968  1k.1 295.8 4.5 215.3 27.8 23.h 9.3
1969 15.6 23Lk.0 5.9 166.2 8.1 17.1 T.7

140~



Table 2 (continued)

J. Sisal
Exports Federal Republic South
Yenr Volume Value Portugal Iletherlands 6f Cermany France Africa
1965 31.4 17k.9 32.7 32.8 28.8 18.1 13.1
1966 26.7 128.9 1k.1 38.4 ik 20.9 3.9
1967 23.2 100.0 26.8 16.7 11.0 9.3 20.9
1968 25.1 o1.k 3.3 17.8 11.6 10.3 9.6
1969 22.7 89.1 15.9 16.3 14.8 17.7 2.5

Source: Portugal. Anudrio Estatistico, Volume ITI, 1965-1967;
Mozambique: Boletim Mensal de I'statistica, April 1969 end Yarch 1970.

~1h1-



APPENDIX IIX

SOUTHERN RHODESIA

CONTENTS
Paragrevhs
INTRODUCTION l-2
1. OUTLINE OF RECENT ECONOMIC DEVELOPMENTS 3-4
2. TFOREIGN TRADE 5 - T
3. AGRICULTURE 8 - 12
4., WMANUFACTURING AND RELATED ENTERPRISES 13 - 16
MINERALS 17 - 2k
| 6. POPULATION, EMPLOYMENT AND EARNINGS 25 - 28

-Lhe-



INTRODUCTION

1. Information on the economy of the Territc.y is outlined in previous working
papers end five special studies prepared by the Secretariat for Sub-Committee I. a/
Further information concerning the extensive mandatory economic and financial
sanctions imposed on Southern Rhodesia by the Security Council is contained in the
reports of the Security Council Committee established in pursuance of its
resolution 253 (1968) of 29 May 1968. b/ Additional information on recent
developments in the Territory is contained in the latest secretariat working paper
on Southern Rhodesia ¢/ for the current session of the Special Committee.

2. Since the illegal declaration of independence, most of the pertinent
information on the state of the economy and the activities of foreign economic
interests have been clasgified as "economic secrets' to protect the Territory
against the impact of international sanctions. Consequently, the activities of
foreign economic interests operating in the Territory are, to a large extent,
protected against public scrutiny. However, information of & general nature
provided by both the illegal régime and business leaders does not indicate any basic
change in the structure and role of foreign economic and other interests in the
Territory. The private sector of the economy is still almost wholly dominated by
foreign economic and other interests with the co-operation and support of the
illegal régime in Southern Rhodesisa.

1. OUTLINE GF RECENT ECONOMIC DEVELOPMENTS

3. In April 1971, the illegal régime published an Economic Survey of Rhodesia for
1970 in whickh it provided selected statistics cn the state of the national economy.
According to the economic survey, the gross domestic product of Southern Rhodesia
increased from $RB99.4 million to $R9TO0.T million, achieving a rate of growth of

8 per cent. In real terms, after adjusting for price increases, the growth rate
was about 4.5 per cent, compared with 9.8 per cent in 1969. The decrease in the
rate of growth was attributed to the ‘effects of adverse weather conditions on
agriculture's contribution which, however, was only marginally less than in 1969.
The contribution of all other sectors increased and their combined growth rate was
10 per cent. Capital formation in 1969 was $R154 million and rough estimates point
to a level of about $R175 million in 1970, or some 17 per cent of the gross domestic
product. Drtails of the industrisl-origin of the gross domestic product in 1970
with comparastive figures from 1965 to 1969 are given in the following table.

8/ For the most recent, see Official Records of the General Assembl s
Iwenty-fourth Session, Supplement No. 23 A iA773237Rev.lZAdd.l§, annex,
‘appendix III; ibid., Twenty-fifth Session, Supplement No., 23 A
(/8023 /Rev.1/Add.1), annex, appendix II.

b/  5/8954; /9252 and Add.1, S/984k and Add.1-3; S/97LB; $/9951 and S/10229.
¢/ A/8423/Add.2, annex I.
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2. FOREIGN TRADE

5. The value of domestic exports in 1970 increased by 16 per cent, to

$R256.3 million, but gold sales declined by $R1.2 million and re-exports by a
further $RT00,000. Total export earnings (inecluding gold sales and re-exports)
amounted to $R2T4.0 million in 1970, compared with $R240O million in 1969. Total
imports.increased from $R199.4 million to $R234.9 million in 1970. The visible
trade balance for 1970 showed a surplus of $R32.7 million, compared with a surplus
of $R25.7 million in 1969. The net deficit for invisible transactions increased
from $R30 million in 1969 to $RLO million in 1970, creating a current account
deficit of $R7.7 million, compared with a surplus of $R5.7 million in 1969.
Preliminary recordings of capital account transactions showed a net inflow of
$R8.5 million in 1970, compared with $R15 million in 1969. The combined surplus on
current and capital account was $R0O.8 million, compared with $R20.7 million in

1969.

6. ' The Economic Survey of Rhodesia for 1970 stated that the terms of trade
moved slightly against Southern Rhodesia in 1970 and that the balance of
payments.-would remain under considergble strain to meet substantial demands
for infrastructural developments and for essential imports for industry

T. A summary of the baslance of payments covering.the last three vegars is given in
table 3 below.

f

Table 3

Scuthern Rhodesia: Summary of balance of payments
(million Rhodesian dollars)

1968 1569 1970

Visible trade:

Domestic eXports « v v ¢« « v ¢ o o o . 17h. T 220.1 256.3

Re"exports . B L3 . - . ) . . . [3 . e » 8-5 6.8 6ol

Gold [ ] [ ] L] [ ] . L ] L] L] L] * L ] o * . L L ] L ] 1109 1209 1107

ImpOr't}S . . . [ . . . 9 L) . ) . . . L] -207 . O -199 . ,‘” "'23)4 . 9

Ad,j }IS'tmentS e . . e e . e ¢ . . ® "'6 o 8 _h - 7 -6." 5
ViSible tr&de balance . L] . L] » . . . .’ _18-7 35 !7 3207
InViSibleS ° net . . . . N . Y . . . . . -30 2 “'30 . O -,40 . h .
Current account balance . . « « o o o —y8.9 5.7 =T.7T
Capital transactions . . .« . . . . . . 43.6 15.0 8.5
Total transactions . . » . . . - . [ . . ""5 . 3 20 - 7 __)O_-_B_
Compensatory finance:

Short-term creditors/debtors . . . . . 2.6 5.6)

Cash balances L] L] L] - L] L ] L ] L] L] [ ] L] [ 4 8 L] 3 2 * 6)

- . 0.8

Banking reserves, errors and )

omissions .« v . v e e 6 0 o 4w . -16.2 12.5)

Total compensating finance . . . . . . . =5.3 20.7 0.8

Source: Southern Rhodesia: Economic Survey.of Rhodesia, 1971.
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3. AGRICULTURE

8. A detailed and descriptive account of the land and agriculture of Southexn
Rhodesia is contained in previous studies prepared by the Secretariat for
Sub-Committee I (see foot-note (a) above). Additional information relevant to the
work of Sub-Committee I is given below.

9. As outlined in previous studies by the Secretariast, agriculture in Southern
Rhodesia is dominated by white settler. interests which account for two thirds of
the present total output. In 1970, Europeean agriculture accounted for crops and
livestock valued at $R162.9 million, of which $R138.5 million represented gross
sales, while African agriculture produced crops and livestock with an estimated
gross value of $R66.8 million, of which $R53.6 million was for home consumption and
$R13.2 million represented gross sales. Table U4 below shows the output of European
and African agriculture from 1965 to ,1970.

Table 4

Southern Rhodesia: Agricultural output

(million Rhodesian dollars)

European agriculture African agriculture
Farm Total Home Total
Gross repen— Pro- Gross consump- pro-
Year sales tions duction sales tion duction
1965 124.3 16.3 1%0.6 c.0 35.0 ih,0
1966 125.8 16.8 142.6 10.2 39.6 49.8
1967 126.8 17.8 1kk.6 10.8 48.0 58.8
1968 109.9 2k.0 133.9 T.7 46.9 54.6
1969 . 140.9 26.8 167.7 13.0%/ 50.6 63.62/
1970 . 138.5 2k k 162.9 13.2% | s53.62 | 66.8Y
Source: Southern Rhodesia; Monthly Digest of Statistics, Central Statistical

Office (April i971), Salisbury, table 18.
Amended.

Provisional.

10.

Favourable rainfall conditions in 1969 caused the value of agricultural

production to rise sharply to $R237 million, nearly $R40O million higher than the

previous record level achieved in 1967.
affected agricultural production.

In 1970, adverse weather conditions
The crops affected by the adverse weather would

normally account for approximately U5 per cent of total agricultural output.
However, through diversification and irrigation and with a significant expansion in
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the output of animal products, the total value of agricultural output in 1970
declined by only l.h per cent, to $R234 million. Virginia flue-cured tobacco
production fell by 8 per cent, and both maize and cotton deliveries to the marketing
boards were 36 per cent less than in 1969. Production of irrigated crops increased,
particularly in the case of wheat, which is now at a .level sufficient to satisfy
more than 50 per cent of Southern Rhodesia's requirements. The value of beef

slaughterings continued to rise and was 20 per cent above the 1969 level. Dairy
produce increased by 12 per cent.

11. Tobacco productlon declined to 132 million pounds .u 1969/70, from almost
300 million pounds in 1965. The crop target for 19T70/T1 was originally reduced to
100 million pounds, but was later restored to 132 million pounds. The support
price paid by the illegal ré&gime to producers decreased to 25 pence per pound for
the 1969/T0 tobacco crop, from an average price of 33 pence per pound in 1965.

12. To support agricultural production as a whole, which the régime admits has been
adversely affected by sanctions as well as by the drought, the régime set aside
$R16 million in the budget for 1970/71 to meet the trading losses of the tobacco
industry, bringing total budgetary spending on tobacco losses in the past three
years to $R49 million. In addition to the $R16 million provided to cover the losses
of the“tobacco industry, the budget for 19T0/T1 provided an additional $R12 million
for the payment of subsidies, bonuses, indemnifications for losses and other
assistance to agriculture. These payments were designed principally to help in the
diversification-of agriculture, in particular to promote the development of crops
other than tobacco. In addition to tobacco, the illegal régime has also been
subsidizing the price of beef cattle and agricultural products, such as cotton,
maize, winter wheat, sorghum, ground-nuts and soya beans.

4. MANUFACTURING AND RELATED ENTERPRISES

13. The manufacturing activities of Southern Rhodesia are concentrated in the
production of cheaper varieties of consumer goods, such as clothing, textiles,
footwear and the processing of food products, as well as heavier industries, such as
the metal, iron and steel industries, which are also controlled by foreign economic
and white settler interests. d/ The manufacturing sector has grown vigorcusly since
1966 2nd there was a further expansion of 14 per cent in 1970, bringing the total
value of output to more than $R580 million.

14, With the exception of transport equipment, textiles and clothing, all sectors
of manufacturing industry recorded higher percentage growthrates in 1970 than in
1969. Rates of growth in volume in excess of 20 per cent 'were recorded by
chemical, rubber and petroleum products, non-metallic mineral products and paper
and printing. Food-stuffs, metals and metal products, beverages and tobacco and
wood and furniture all registered increases of more than 10 per cent. The output
of the textile industry declined ™ 6 per cent, owing mainly to the smaller cotton
crop which reduced ginning output. There was also a slackening of demand for
 piece goods in the local market.

d/ £ricial Records of the General Assembly, Twenty-fifth Se551on,
Supplement No. 23 A (A/8025/Rev.1/Add 1), annex, appendix II, para. 16.
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15. The value of building output 1ncreased by 23 per cent and that of civil
engineering output by 4 per cent, giving a combined increase of 12 per cent for the
construction sector as a whole., The demand for building, as reflected 1n building
plans approved, continued at a high level, increasing by 40 per cent to’

$R74 million, The largest demdnd is for residential acdommodation and plans
approved for this purpose rose by 40 per cent to $R43 million. Industrial building
plans increased by 73 per cent to $R11, million and commercial and other building
plans accounted for $R20 million.

16, According to the Economic Survey of Rhodesia, the gross operating profits of
companies, which are all virtually controlled by white settlers and foreign economiec
interests, emounted to $R172.3 million, compared with $R152.4 million in 1969;
additionally, gross income from unincorporated enterprises, controlled almost wholly
by the same interests, amounted to $R72.5 million in 1970, compared with

$RT1.2 million in 1969.

5. MINERALS

17. The total value of mineral production increased from $R88 million in 1969 to
$R99 million in 1970, with ‘the volume of production increasing by. nearly

10 per cent. The upsurge in production, vhich attained a new record level in 1970,
has been attributed to substantial ‘investment. in the industry since 1965, e/ which
led in particular to the exploitation of new nickel and copper mines. Table 5 below
‘shows the comparative mineral output for the period 1965 to 1970.

Table 5

Southern Rhodesia: Mineral output

(million Rhodesian dollars)

1965 6L4.0
1966 65.2
1967 66.8
1968 67.4
1969 87.7
1970 98.7

Source: BSouthern Rhodesia. "Mont Digest. of dtatisties, Central
Statistical Office (April 1971),. Salisbury, table 18.

18. A detajiled end descriptive account of tne role of forelgn economic interests in
the mining sector of the economy is contained-in five previous studies prepared by
the "Secretariat for Sub-Committee I (see foot-note (a) sbove). Additional
information relevant to the work of Sub-Committee I is given below.

19. According to statements issued by the "Ministry of Mines" in 1970,
69 exclusive prospecting orders were granted in ]5)69, covering an srea of.

e/ Ibid., Twenty-fourth Session, Supplement No. 23. (A/7623/Rev.1), ¢hap. VI,
" angex I, paras. 123-127; ibid., TwenQy-fifth Session, Supplement No. 23
(A/8023/Rav.l) chap, V, annex, paras. 67-73.
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5,000 square miles. Intensive prospecting activity- has disclosed untapped resources
of copper and nickel on which new mines are being developed. Most of the new mines
are large-scale operations promoted by prominent mining houses, in contrast to

. the traditional small-scale activities of the past.

20. On 8 September 1970, the Messina (Rhodesia) Development Company opened its
$R3 million Gwaai-River copper mine; export production from the mine was expected
to reach an annual production figure of $R3 million. f/ At the opening ceremony,
Mr. Ian Smith said that copper had made the greatest contribution to

mining production in 1969 and that, in the first half of 1970, copper production
had been 20 per cent greater than that for the sane period of 1969.

2l. The contribution of nickel to the mineral production of Southern Rhodesia is
indicated by the Rhodesian Nickel Corporation's latest annual report for the year
ending 31 March 1970. The company, a subsidiary of the Angloc American Corporation,
reported a consolidated taxed profit of $R3.1 million for its first full year's
production from the Bindura Refinery. g/

22. On T December 1970, it was reported that the Johannesburg Consolidated
Investment Company had made an important discovery of nickel deposits in the south,
15 miles from the village of Shangane and 60 miles from Bulawayo. According to the
report, the discovery could be of considerable extent and value.

23. On 17 September 1970, the Government of the United States of America confirmed
that permission had been granted to a United States firm to ship 150,000 tons of
Southern Rhodesian chromium ore to the United States, but emphasized that this did
not involve any change in policy towards sanctions. The chromium ore had been
legally paid for before economic sanctions were imposed by the United Natlons and
the licence had been issued under the Treasury Department's "hardship provisions"
These allow a company which has already paid for a shipment of goods before the
imposition of sanctions, to complete the transaction.

24, The consignment of chromium ore, valued at $R1.85 million, was imported from
Southern Rhodesia by the Unior Carbide Corpcration which owns the largest chrome
mine in Southern Rhodesia. Another United States firm, the Foote Mineral Company:
of Pennsylvania, is alsc a chrome producer in Southern Rhodesia. Total investment
of the two companies in Southern Rhodesia is estimated at $RMO million. In granting
permission for the importation of the chromium ore from Southern Rhodesia, the
United States Government also stated that it had decided to allow United States
companies in Southern Rhodesia tou sell their assets. Both companies, however, have
denied repcrts that they intend to sell their assets.

6. POPULATION, EMPLOYMENT AND EARNINGS

25. According to the 1969 population census, the total population of Southern
Rhodesia in 1969 was 5,099,340 of which 95 per cent were Africans, 4.5 per cent
Europeans, 0.24 per cent Asians and 0.2 per cent were perscns of mixed race.

ﬁ/ See ibid., para. T3.
g/ Ibid., para. 69.
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26. The rate of growth of the African population since the previous census in 1962
averaged 3.6 per cent per annum and was attributed almost exclusively to_natural
increase. The rate of the natural increase in the African population, reported to
be amongst the highest in the world, would double the African population within the
next eighteen years. At present, about 2.3 million or 46 per cent of the African
population are children. The ratio of African children to the total employed
population is nearly 3 to 1; the Southern Rhodesian economy has shown a considerable
lag in creating employment opportunities in the money economy to meet the demands

of the African population.

27. The European population increased by nearly 9,000 to 243,000 during 1970.
Natural increase accounted' for only 2,600. Net immigration totalled 6,340 which
was the highest level achieved in the last decade.

28. African employment increased by .2 per cent to a new peak of T726,100;

European employment also increased by 4.2 per cent to 103, 700 The average earnlngsA
of Africans were $R312 per annum, compared with $R3,108 for Europeans.
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INTRODUCTON

1. In its conclusions and recommendations adopted at its T75th meeting on
29 Gctober 1979, the Special Cormittee noted, inter alia,‘g/

"(11) The Special Committee expressss concern over the establishment in
some of the Territories of separate economic and financial entities which are
not subject to the control of Government avthority and requests the
administering; Power concerned to take measures which would safeguatrd the
rights of the people of the Territories %o dispose of their resources and to
maintain control over their future develorment." o

1. PAHAMAS

24 Basic information on the economic conditions in the Bahamas is contalned in
the Special Committee's report to the General Assembly at its twenty-1 "ifth
session, b/ and in the most recent working paper prepared by the Secrebarlat.'g/
A summary of informetion on the activities of foreign economic and other interests
including supplementary information is set out below.

Hawksbill Creek Agreerent

3. Freeport, on Grand Bahama Island, has attracted considerable foreign
investment. In 17255, the Bahamas Government and a company known as the Grand Bzhama
Por', Authority, Limited (GBPA), entered into an agreement which was embodied in the
Hawkshill Creek, Grand Bahama (Deep Water Harbour and Industrial Area) Act of 1955.
This agreement awaraed the Port Authority 50,000 acres of government land, later
expanded to almost 150,000 acres., The Authority undertook to dredge and construct a
deep-water harbour, to promote and encourage the establishment of commercial and
industrial undertarings and to provide such industrial and cowmercial facilities

and gocial as well as educational amenities as required.

L. The Government, for its part, undertook the following obligations:

(a) Until the year 2054, the Port Authority and its licencees will not be
required to pay import duties (except on goods for personal consumption).

(h) Until the year 1990, no real property tdxes, and no real property levies
(whether capital or periodic) of any kind will be levied against any land, building
or structure within the Freeport area; the Authority and its licencees Wlll be free
from personal property taxes, capital levies, capital gains taxes and capital
appreciation taxes. |

SR SR e———

af Official Records of the General Assembly, Twenty-fifth Session,
Supplement No. 23, (A/8023/Rev.l), chap. YVIII, para. 11.

b/ Ibid., snnex I.A, pares. Ug-57 and 60=-113,
¢/ A/8423/23d.7T (part III), annex I.A, paras. 29-3L and 37-88.
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(¢) The Authority and its licencees will pay no taxes of any kind on their
earnings in the Freeport arca; the employees of the Authority and its lessees or
licencees (provided that they are ordinarily resident in the Freeport area) will
ray no income tax on their salaries or bonusese.

(d) The Authority and its licencees will pay no excise duties~(except on
consumable goods imvorted into the Freepori area), no export duties or levies and
no stamp duties on hank remittances.

(e) The Authority has the right to issue licences to individuals and firms
for the operation odf husinesses within the Freeport area; the licencees pay a
percentage of thelr gross receipts to the Port Authority.

5 Since the Agreement came into effect, it has been subject to many criticisms
on the grounds that it has established an enclave cldiming super or quasi-
governmental powers with an authority superior to that of the Government. In
Febrvary 1970, the House of Assembly passed an act, introduced by the Government,
which nullified certain provisions of the Agreement and decided to set up a
Commission of Enquiry "to examine all other aspects of the Hawkstill Creek
Agreement”". The main purpose of the act was to empower the Government of the
Territory (and not the Port Authority) to decide "who can enter the Bahama Islands,
when a person can enter, for how long to stay and for what purpose to enter, and
that no cne can enter without the permission or consent of the Government".

O, In September 1970, the Government appointed a Royal Commission, headed by
Sir Hugnh Wooding, former Chief Justice of Trinidad and Tobago, to investigate and
recommand possible changes to the Hawksbill Creek, Grand Bahama (Deep Water Harbour
and Industrial Area) Act of 1955, The report of the Commission was compleced and
ubmitted to the Priine Minister in March 1971. In his statement made st the new
session of the Legislature on 1k June 1971, the Goverhor of the Territory promised
an early publication of the report; he declared in this connexion that "Ministers
régard the report as a helpful document and w1ll consider how to implement its
recommendations in the best interest of Freeport and the Commonwealth as a whole".

Te. MAccording to preliminary reports, the Royzal Commission came down in its
conclusions against any unilateral abrogration of the Agreement by the Government
and suggested that action be taken by mutual agreement hetween the Government and
suggested that action be taken by mutval agreement between thé Government and the
Por%t Authority. In principle, the Commission concluded, the Government should
retain the powers it exercises at present in PFreeport but should use them "more
tactfully and ..iaginatively", and private business should hehave "more responsibly".
According to reports, the Commigsion also concluded that immigration and issue of
work permits should bhe an exclusive responsibility of the Government.

Freepcrt and forelgn investments

8. Owing to the absence of income tax, the nominal excise duties and the liberal
company taxation laws, considerahle foreign investment has been attracted to tie
Territory. United States, Canadian and British companies ars reported to have
invested more than $US2,0C0 million in the last twenty yeers in land, hotels and
other tourist attractions. The major part of these investments went into the
Freeport area. -
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9. Benguet Consolidated, Inc., a Phlippine-based company, in its annual report for
1969, published in April 1970, noted that in Pebruary 1970 the company acquired a

50 per cent interest in Intercontinental Realty, Ltd., and Bahama Real%y Corporation,
two firms with a world-wide network of 140 real estate brokers, and the exclusive
sales representation of the Grand Bahama Development Co., Ltd., and Benguet
International. At that time,.a spokesman for the company announced that its
earnings in 1969 were approximately $US1.05 per share (compared with $USO.TT in
1968), and disclosed that well over 90 per cent of those earnings had been derived
from the land operations of the Grand Bshama Port Authority. Actual earnings, as
described in the company's report for 1969, were slightly higher than the estimate;
income per share before extraordinary items rose {rom $USO.T3 in 1968 to $USL.08

in 1969, and net income rose from $US16,211,96L4 to $US21,737,131.

Land development

10. It is reported that about one th.rd of all the lanu of the main islands has
already been alienated to private developers; land speculation has driven land
prices, especially in favoured beach areas, to a very high level.

11l. Reference was made to the Bahamas in a report on the economi¢ and development
potential of the Turks and Caicos Islands, prepared.by the Transport and Tourism
Technicians, Ltd. (TTT).Q/ This report warned against repeating mistakes conc¢erning
land development in the Baniamas. The mistakes were Jisted as follows:

"(i) The 'freezing' of land in the hands of developers, and of purchasers

from developers, with extremely low rates of residential and tourism
development; :

(ii) The haphazard form of some developments;

(iii) The permanent exclusion of some of the best beach-front sites from . ..
tourist development and from the public;

(iv) The creation of 'dead' areas in the hinterland areas after beach-front
sites have been sold;

(v) The creation of a purely speculative market in the better sites -
without their being put to any economically productive use;

(vi) The creation of a bad 'image' of the Bahamas by some of the less
reputable developpers.," \ ,
et “‘Vn’-”"‘

L3

Mineral resources

12, In April 19659, the Government of the Territory signed a long-term contract with
Ocean Industries, Inc., & subsidiary of the United States éompanx Dillingham
Corporatinn of Honelulu, Hawaii; the contract granted the company the right to mine,
process and sell Bghamian aragonite, a natural fovm of limestone dredged from the
ocean floor. Aragonite reserves available in the Bahamas, mainly off the northern

d/ For details,see ibid., ennex I.F, paras. 20-23; see also paras. 51-5T
below,
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coast of Andras Island, are estimated at about 50,000 million tons (estimated world
demand for aragonite is 2,000 million tons anpually). In November 1970, it was
reported that shipments of aragonite had already been started to Trinidad and
Tobago, the United States and Guyana. It is expected that rcyalties to the

Bahamas Government from the company's operation will eventually total over

$B 500,000 annually (see paragraph 21 below).

13. During 1969, six oil companies which hold concessions covering land and
off-chore areas conducted exploratory geological and geophysical surveys in the
Territory. Towards the end of June 1970, the Bahamas Gulf 0il Company, in
conjunction with the Bahamas California 0il Company, had begun drilling operations
off Clarence Town, Long Island.

Industries

14. The Freeport area attracts many industrial and business sctivities;
altogether, about 50,000 acres are being developed at Freeport as an industrial,
commercial and residential area.

15. In November 1970, a new oil refinery at Freeport, one of the largest in the
world, officially started operations. It was constructed by the Bahamas 0il
Refinery Company (BORCO)}, jointly owned by the.New England Petroleum Corporation
(65 per cent) and Standard 0il Company of California (35 per cent) at a cost of
$B77 million. The daily capacity of the refinery is reported to be 250,000
barrels of fuel oil, with a low-sulphur content. In July 1970, it was reported
that the Grand Bahama Port Authority had signed a $B29 million contract with EORCO
for the purchase by the company over a two-year period of 486 w.res of industrial
land. The purchase included land which was originally leased by BORCO when it
began construction of the refinery and an additional 245 acres adjacent to it.

16. The Bahama Cement Company, & subsidiary of the United States Steel
Corporation, with an annual production capacity of 5 million barrels of cement,
and the Syntex Corporation, a large manufacturer of pharmaceuticals, are both
located at Freeport. At Snalie Cay, on Great Abaco Island, a new sugar factory was
constructed with a capacity of 50,000 tons of raw sugar a year; it is operated by
Bahamas Agricultural Industries, Ltd. (owned by Owens~Illinois, Inc., of the
United States).

RBanking and finance

17. A number of major banks operate in the Territury and some have branches at
Freeport and on the Out Islands. The major banks include the Bank of London and
Montreal - (BOLAM), Barclays Bank D.C.O., Butlers Bank, Ltd., the Canadian Imperial
Bank of Ccmmerce, E.D. Sassoon Banking Company, Ltd., the First National City Bank
of New York, the Roy West Banking Corporation, the Bank of Nassau, Ltd., the Bank
of Nova Scotia, the Cha.e Manhattan Bank, the Royal Bank of Canada, the World
Banking Corporation, Ltd., the Commonwealth Industrial Bank, the International Bank
of Washington, the Mercantile Bank of the Bahamas and the People s Penny Bavings
Bank. The Wellington Bank of Canads suspended its operations in November 1970,
owing to "lack of liquidity".

18. In January 1970, the United States Federal Reserve Board epproved
applications by the following eight banks to establish branches in Nassau:

-
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the lartford National Bank and Trust Company, the American Security and Trust
Company, the First lational Bank of Memphis, the First National Bank of 5t. Paul,
the Liberty National Bank and Trust Company, the Bank of the Southwest, the
Seattle First National Bank and the Valley National Bank of Arizona.

16. At the end of 1970, there were altogether 151 banks licensed to carry on
authorized banking and trust operations with the public in or from the Territory.

Of these, sixteen were major banks appointed to deal in gold and foreign currencies.
There were also twelve trust companies holding unrestricted licences.

20. In May 1970 the Minister of Development announced that a loan of $US2 million
was being made available by the First Hational Mortgage Bank (Bahamas), Ltd. for
government~insured construction and permanent mortgage financing for low-irncome
housing in the Territory. The First National Mortgage Bank is owned by the

First National Bank of Miami, National Bulk Carriers, Butlers Bank, Ltd., Deltec
International, Ltd., and the Mercantile Bank and Trust Co., Ltd.

21. On 2 February 1970, the Bahamian dollar, then worth $USC.98 was revalued

to the equivalent of 0,888671 grams of fine gold. As a result, the Bahamian dollar
was put on a par with the United States dollar at $2.40 to the pound sterling.

In March 1971, the Finance Minister of the Territory, in a statement before the
House of Assembly, categorically denied roports that the Government intended to
devalue the Bsliamian dollar, introduce income tax, resort to nationalizstion.or
freeze funds held in oanks in the Territory. He further declared that the reports
were part of an effort by certain groups and individuals to undermine the public
service and disrupt the Territory's economy.

22. In June 1971, *the Prime Minister declared st a press conference that the
Government of the Territory was going to introduce "stiff regulations on mutual’
fund and insurance company activities in the islands".

2. BERMUDA

23. Basic information on economic conditions in Bermuds is contained in the
bpecial Committee’s report to the General Assembly at its twenty-fifth session, e/
and in the most recent working paper prepared by the Secretariat. £/ A summary of
information on the activities of foreign economic and other 1nterests, including
supplementary information, is set ouf below.

General

24k, The annual report of the Bank of Bermuds for 1969, stated, inter alia, that
during the year 'business from abroad has continued to flow to Bermuda, and *he
nunber and type of overseas companies have greatly increased"; the report stressed
that there are "many advantages in operating from Bermuda particularly for shipping
and insurance companies, as well as investwent, trading and finance companies’.

25, According to the latest reports, the gross national product of the Territory
is approx1matel‘ $B130C million and the per cepita income is in the region of $£2 400
(see parazraph 30 below), Wo breskdown by sections of population 1s &vallable.

-

ef Official Records of the General Assembly, Twenty-fifth Session,
Supplement lo. 23 (A/8023/Rev.1), chap. XVIII, ammex I.B, paras. 25-52,

£/ A/8h23/Add.7 (part III), annex I.B, paras. 18-36.
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Ireland Island Freeport

26. In order to encourage further establishment of light industries, the Government
grants numerous concessions especially in the former dockyard area of the Ireland
Island Freeport; companies operating there under licence are exsmpt from taxation
on resl and personal property and earnings. There are no customs duties on goods
imported or exported, mahufactured, processed, assembled, packed or stored in

the area.

Finance and banking

27. In 1970, almost 2,000 international compsnies had headquarters in the
Territory (most of them from the United States, Canada end the United Kingdom).
Known as exempted companies, they are not permitted to do business in the
Territory, and are exampted from income taxes and taxes on corporate profits. It
is reported that the amounts paid in company taxes {registration fees) and stamp
duties, together with goods and services eonsumed locally, make a sizeable
contribution, directly or indirectly, to the over-all economy. It is estimated
that the annual tax psid to the Govermment by these companies amounts to
approximately $B750,000 in revenue.

28. According to reports, the Territory is fast becoming a major centre of
finaneial structures known as "captive" insurance companies; they are termed
"captives" because they are controlled by the corporations thet vay premiums

to them. These captives perform the functions of insuraunce underwriters, tax
shelters and foreign investment concerns. It is estimated thet since

October 1970, more than thirty cappives have been formed and that they are *.sed by
about eighty large United .States and Canadisn manufacturers. In addition, about
100 other large United States corporations are at present actively exploring the
possibility of setting up captives in Bermuda. The three largest United States
insurance brokers, Marsh and Mclennan Inc., Johnson and Higgins end Alexander and
Alexander Inc., have already set up officers in the Territory.

29. There are four major banks operating in the Territory: +the Bank of Bermuda,
Limited, the Bank of N.T. Butterfield and Son, Idimited, the Bermuda National
Bank, Ltd. (Bank of Nova Scotia) and the Bermude Provident Bank (Berclays D.C.0.).
A stock exchange, dealing only in local stocks, was opened in February 19T71.

30. On 6 February 1970, the decimal system was introduced in the Territory and
the currency was placed under the control of the Bermuda Monetary -Authority in
denominations of $B50, $B10, $B5 and $B1l; the Bermudan dollar is worth

100 pennies or 8/k4d,

3. BRITISH VIRGIN ISLANDS
31. Basit¢ information on economic conditions in the British Virgin Islands is

contained in the Special Committee's report to the General Assembly at its
tventy-fifth session, g/ and in the most recent working paper, prepared by the

g/ Official Records of the General Assembly, Twenty-fifth Session,
Supplement No. 23 (A/8023/Rev.l), chap. XVIII, annex I.C., paras. 22-56.
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Secretariat. h/ A summary of information on the activities of foreign economis
and other interests including supplementary information is set out below.

Anegada and Wickham's Cay agreements

32. In 1967, the Government of the Territory entered into agreements with lhe
Development Corporation of Anegada, Ltd., and Wickham's Cay., Co., Ltd., both
headed by Mr. Kenneth Bates.

33. The Anegada Agreement provided for the development of about four: fifths

of Anegada Island. Under the Agreement, the corporation received a 199-year
lease over approximately 8,796 acres of the island, in return for which it
undertook an obligation to build-a rcad neiwork, an air strip, a deep-water

Jetty and various other facilities, and to pay the Government a percentage of

the gross receipts.' The Agreement called for the investment of at least

$UUS1.5 million in the first five years, and not less than $US3 million over

ten years. During the term of the 199-year lease, complete exemption was granted
from all taxes on incomes, profits, capital and deathh quties to persons, firms
and corporations resident or conducting business within the leased area.

34. The Agreement with the Wickham's Cay Co., Itd., provided for the reclamation
and development for commercial and residential purposes, of an area between
Wickham's Cay and Road Town. Under the Agreement, the Government would issue

to the company a Crown grant for about sixty acres of reclaimed land to be
developed according to an agreed scheduie. Among the concessions granted to the
company were the exemption from customs duties of materials used for works
specified in the Agreement, znd exemptions granted for ten years by the Pioneer
Services and Enterprises Ordinance, 1966.

35. As work on the projects proceeded, criticism and misgivings about the
Agreements were expressed both by the public and by members of the Government.
It was felt that the Territory was not getting its rightful due, and that the
companies had received too liberal concessions. This discontent was heightened
by the alleged inadequate consultations which had taken place over the original
agreements. As a result of the mounting criticism, the Legislative Cowncil,

in July 1969, passed two motions calling for a Commissiosn of Enquiry t¢ look
into the terms of the Agreements, with special referince to the political,
economic and social consequences of their implementation, and to make
recommendations as to the future developr znt of Anegada and Wickham's Jay. 'Lhe
Commission, eppointed by the Administrator in September 1969, publishec its
report in December 1969.

36. With respect to the Anegada Agreement, the Commission recommended,

inter alia, that the leased area should be reduced from the original 8,796 acres
to 6,000 acres, leaving about 3,666 acres outside the leased area for ise by
Anegadians. The Conmission also recommended that the period of the lesse be
reduced from 199 to 90 years, and that exemptions from income and profits taxes
be limited to 35 years instead of 199 years.

~ 3

h/ A/8423/Add.T (pert ITI), annex I.C, paras. 16-52.
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37. In the case of Wickham's Cay, the Commission recommended that the tax
concessions granted to all business ventures on the Cay, except those for
retailing, be abolished. The Commissicn believed that fears that the Cay would
be dominated by foreign-owned businesses were jJustified, and, in this respect,
offered two suggestions: that the company might agree to sell at least one
third of the Cay to British Virgin Islanders, and that an arrangement might be
made for the Government to purchase (dat & price to cover the relevant cost)
part of the land from the company which could then be resold to the islanders.

38. In February 1970, the Administrator of the Territory and the Chief Minister
held a series of discussions with representatives of the United Kingdom
Government in London. The talks were reportedly concerned prinecipally with
development matters and, in particular, with the situation arising from the
recommendations of the Commission of Enquiry. In the second half of June 1970,
a British Virgin Islands delegation, led by the Chief Minister and including

the Leader of the Opposition, went to London for talks with representatives

of the United Kingdom Government and with the developers. The talks had tc be
adjourned owing to the need, inter alia, for further invesﬁigations into the
characterlstlcs and the value of the’ reclalmed land on Wickham's Tay. Reporting
on the talks at the end of July 1970, the Chief Minister expressed his conviction
that a settlement would be reached that would be fair both to the "ickham's Cay
and Anegada corporations and satisfactory to the wishes and interests of the
people of the Territory. He further declared that the aim of his Government was
to acquire the interests of both corporations and to set up a development
corporation in the Territory, under the auspices of the Government, which would
assume responsibility for further development of both projects. He also stated
that Anegada and Wickham's Cay "must be in the same package".

~

39. The London talks were resumed in November ~7 and lasted for several weeks.
In a statement released on 23 December 1970, - Jelegatior 7 the Territory
declared, inter alia:

"Mr. Stoutt and his delegation considered the offer of $USh.8 million to
be entirely fair and reasonable on the basis of thé facts which were
available to them. This offer was not accepted by Mr. Bates but he did
undertake to produce information which would, he claimed, justify a higher
amount. It was agreed that his advisers'should do this in discussion with
the British Govermment... .. Neither the British Government nor the
British Virgin Islands Government is committed in any way to any payment
beyond that which has already been offered."

40. The talks continued during the visit of Mr. Joseph Godber, United Kingdom
Minister of State for Foreign and Commonwealth Affairs, to the Territory between
23 and 25 January 1971, In April 1971, it was reported that the United Kingdom
Government was to make available $USS 8 million to the Government of the
Territory so that it could acquire the assets of both corporatlons This amount
was reportedly termed by Mr. K. Bates as "grogsly unfair and not even consistent
with the Government's own so-called principle of compeansation".

41. At the opening of the first sitting of the Territory's Legislafive Council
on 8 July 1971, the Administrator made the follow1ng statement concerning the
question:

L
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"A most important matter facing my Government is the future development
of Anegada and Wickham's Cay following the buying out of the interests of
the compenies originally formed to develcp. these properties. The prepsration
of legal documents to concliude the transaction. is now at an advanced stage

- and settlement is expected shortly. Meantime, Govermaent is seeking throuph
United Kingdom technical assistance auspices, the services of competent
consultants to advise on the future development and management cf these
areas.

To enable it to acquire these assets and develop them, the Government
will receive a loan from the United Kingdom totalling at least $5.6 million
on terwas which have yet to be notified by Her Majesty's Government but which
in any event will be such that repayment will not prove too burdensone to
the Govermment of the British Virgin Islands.

It is my Covermment's firwm view that the develcopment plan for Wickham's
Cay should be prepared within the framework of an over-sll policy plan for
Road Town as a whole in order to ensure that the interests. of the present
residents and property owners of Road Town are not ignored. Similarly, the
developuent plan for /Anegada will take account of the over-all potential for
the development of the Territory, incliuding critical resources such as labour
force, the capacity of the building industry, communications, the national
econony, development phasing and so on. This sort of planning is neither
an easy nor a quick job. It will take time and patience, but it is
considered that as a result the Territory will be better off in the long run.”

Finance and banking

42, There are four international banks operating in the Territory: the Virgin
Islands Tational Bank, Barclays Bank D.C.0., the Bank of Nova Scotia and the
Chase Manhattan Bank. At the beginning of 1970, the Providemt Trust Company
(Tortola) Ltd., was established in the Territory as a subsidiary of the Provident
Trust Coumpany, Ltd., of Hamiltcn, Bermuda (which was to own 60 per cent of ity
shares, 40 per cent being offered to British Virgin islapdeérs).

43, The Territory is in a unique currency positicn, the sole legal tender being
the United States dollar, although the British Virgin Islands belong to the
sterling area. There are no exchange control restrictions, and dollars may be
freely transferrcd in or out of the Territory. DBritish investors are allowed to
convert sterling to dollars freely for bona fide investment projects in the
Territory.

L. CAYMAN ISLANDS

-« 44, Basic information on the economic conditions in the Cayman Islands is

contained in the Spec1a1 Comnittee's report to the General Assembly at its
twenty-fifth session, i/ and in the most recent working paper prepared by the

1/ Official Records of the General Assembly, Twenty-fifth Session,
Supplenent No. 23 (A/8023/Rev.l), chap. AVIII annex I.D, paras. 21-48.
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Secretariat. Qj A sumpary of information on the activities of foreign cconomic
and other interests includiin supplenentary information is set out below.

’;C‘

egigstered ccrpanies

45. The Companies Law, which came into effect on 1 December 1961, provides,
inter alia, for the repistration in the Territory of companies whose business is
carried cn outside the Territery and allows complete flexipility in their
operations. In 1937, the Trust Law was enacted, incorporating all modern features
of cumnon law trusts.

46. George Town, Grand Caywar, is rapidly becoming an important international
centre for financial transactions. According to the adninistering Power, there
were over 2,000 companies and over 3CC trusts registered in the Terrltory at the
end of 197u. The administering Power also reported that "these islands are known
to be a tar haven tecause of the absence of any form of direct taxation and also
fror: the fact that medern laws are in force providing reasonable facilities for the

operation of international finance business through exempted and ordinary companies
based in the islands"

Finance and banking

7. bpproximately 32 banks and trust companies are registered in the Territory,
althougih not all of theni have a licence to operate, The following major trust
companies are operating in Grand Cayman: the Bansg of Nova Scotia Trust Company
(Cayman), Ltd.; the Canadian Imperial Bank of Commerce Trust Company (Cayman), Ltd.:
the Cayman International Trust Company, Ltd. (partly owned by Barclays); and the
Royal Bank of Canada Trust Company &Laynan) Lta. ther trust companies operate
through representatives. Barclays Bank D.C.0., the Royal Bank of Canada, the

Bank of Nova Scotiz, the Canadian Imperial Bank of Commerce and the Mercantile Bank
are actively engaged in bonking business. On 1 July 1970, the Sterling Bank and
Trust Co., Ltd. (the first all-Caymanian private bank) started operations; it has
taken over murtgA" s and notes from the Union Savings and Loan Association (Cayman)
Ltd. which had its licence revoked by the Administrator in 1969.

L3, Tyo large British funds, the Atlantic Exempt Fund and the Tayeb Offshore
Fund started operations in the Territory in 1969. Other funds with offices in the
Territory are the Australian and General Exempt Fund, Middle East Fisancial
Services, dastbrook Real Estate Developuent Trust, American International Real
Estate Pund and the First American Iavestment Fund.

0y
.-

49. On 8 Septenmber 1969, with the introduction of the Jemaican decimal system, the
Jameican dollar replaced the Jamaicazn pound as currency. In mid-1870, the
Legislative Asqcmbly accepted the recommendations of the Currency Committee for

the issue of a Cayman Islands currency which is to be tied to sterling with a par
value of 8s 4d to the dollar; the new currency was expected to be introduced hy
Cearly 1972.

3/ A/8423/8dd.T (part III), annex I.D,. paras. 18-49.
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5. TURKS AND CAICCS ISLANDS

50. Basic information on the economic conditions in the Turks and Caicos Islands
is contained in the Special Committee's report to the General Assembly at its
twenty-fifth ses slon,_g/ and in the most recent working paper prepared by the
Secretariat. l/ A summary of information on the activities of foreigh economic and
other-interests including supplementary information is set out below.

Jakeway report

51. A working team headed by Sir Derek Jakeway, former Governor of Fiji, was
appointed by the Government of the United Kingdom at the end of 1969 to examine

the possibilities for the development of the Territory's economic and tourist
potential., In preparation of the team's work, the firm of Transporf and Tourism
Technicians, Ltd. (TTT) was commissioned by the Ministry of Overseas Development

to examine and report on the potential of the Territory. A summary report was made
available to the team towards the -end of February 1970; the team concluded its work
in March 1970.

52. In itz report, known as the Jakeway report, the team expressed agreement with
the opinion of the TTT that the Territory had "considerable potential for tourist
and property development"”, and. concluded that "a judicious balance of the two
offers the Territory the best prospect in sight of "accelerated economic
advancement". The Jakeway report:estimated that, by 1975, annual tourist arrivals
would reach 15,000, additional hotel rooms would amount to 570, new housing units
would reach 1,300 and new jobs created would total almost:4,000, of which about
half would consist of workers in the construction industry.

55. In this connexion, the report pointed out that "while development on this
scale is feasible, it will not provide optimum benefits to the islanders unless

it i1s conducted under a comprehensive national development policy which
incorporates a planned expansion of the infrastructure and of the social services
(education in particular)". The report further emphasized that'there are "serious
disadvantages and dangers in leaving too much tc private enterprise” and, as an
example, cited the Blue Caicos project on Providenciales (whlch has since been
abandoned). The report stated, inter alia:

"One developer would control an urea of gome 10,000 acres (nearly half
the island of Providenciales and disproportionately large by any standards).
If the agreement went through as at present drafted, the developer.would be
assuming a number of functions which are properly those of government
(e.g. , rating, registration and licensing of companies, operation of postal
and telephone services) and a 'State within a State' would have been created.”

54. In general, thé report stated that, "in its negotiations with developers,
it_[%he‘Governmeq§7 does not have the expert backing and advice available to the.
other side. Because of this, and because of its inherently weak bargaining
position, it may concede more than is necessary or desirable."

k/ Officiasl Records of the General Assembly, Twenty—fifth'Session,
Supplement No. 23 (A/8023/Rev.l), chap. XVIII, annex I.F, paras. 2o-oc,

1/ A/8423/4dd.7 (part III), annex I.F, paras. 17-53.
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55. Despite some serious potential risks involved in the future economic and
tourist development of the Territory, the report presented its recommendations as
the only alternative to "a continuatiop of the présent state of stagnation.
improverishment and dependence on British dole",

' 56. The report emphasized that the Turks and Caicos islanders should be "the
principal beneficiaries from development, that adequate land should be reserved

for them and for islanders who return from abroad, that the services should go to
the settlements and not be restricted to the new estates, and that they'l%he
islandeq§7 should have priority in the new fields of employment that will open up
(with no discrimination in pay)". The report also stated that "immigration will have
to be carefully yet judiciously controlled".

5f. Following the recommendations of the report, an over-all development plan is to
be prepared for the Territory.. It i1s reported that the group of investment
consultants were to be appointed at an. early date to put the plan into effect and
find the necessary finance.

Other developments

58. According to reports, British Petroleum (BP) was granted an exploratory
licence (excluding drilling) covering all the sea areas off the Territory. BP will
ray $J11,900 a year to the Government. The cost -of exploratory work is estimated
to be '$J238,000.
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IRTRODUCTION

1. The present working peper supplements previous studies on the econcuy of
Papua and the Trust Territory of NWew Guinea which the Secretariat prepsred for
Sub~Committee I in 1967, 1968 and 1969 and which are reproduced in the reports of
the Special Committee to the General Assembly for the years menitdonei. a/ The
purpose of the present paper is to update the earlier studies by furnishing new
information on the main sectors of the cconomy in which there is foreign

investment.

e e

al Officiz]. Records of the General Asgembly, Twenty~second Sessicn, Annexes,
agenda item 2L, document A/6366/Add.1, appendir VI; ibid., Twenty—third Sesaior
Annexes. agenda item 68, document A/7320/Add.1, appendix VII; ibid., Twenty-fourth
Sessd 5 nent. Ho. 23 B o —
Sesgion, Supplement Ko, 2385 (A/7623/Rev.1/Add.1), appendix VII.
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A. LAWD

o, The administering Power adheres 1o the long-term objective of intreducing a .
single system of land holding throughout the Perri itory to provide for secure
individual titles. It has reiterated that it is aware that customary land tenure
is not satisfactory for economic progress as it frequently lacks the. flex1blllby
needed to encourage land development.

3. The administering Power has stated that a review of the present poliecy and land
laws of the Territory would be undertaken. Mr. S. Rowton Simpson, Land Tenure
Adviser to the Ministry of Overseas Development, United Xingdom of Creat Britain and
Horthern Ireland, visited the Territory in 1969 and, at the request of the Australian
Govermment , reported on land tenure problems. His report was tabled in the
Territory's House of Assembly in August 1569 and was debated in November. Based on
Mr. Simpson's recommendation, a technical party of officials concerned with land
matters visited Kenys in January 1970. The party considered that while the
SLtUELLOuS in Kenysa and Papua~Nev Cuines were nct the same, they were sufficiently
similar for the main outlines of the Kenyan legislation to be adapted to the
Territory.

L, Following the visit, Mr. T.J. Fleming, former land tenure adviser to the
Kenyan Govermment, was asked to propose the outllnu of & reform, the draft of which
was prepared by a team of land tenure experts of the Territory under the Director
of the Depariment of Lands, furveye and Mines. An Australian professor,

Mr. D.J. Walan, was then consulted and four draft ordinances were prepared for
submiszion to the House in kMarch 19071.

S The main features of the reform are the following:

(a} The adjudication of customary rights is to be administrative and not
judicial and the officer in charge of adjudication mey divide the area to which
the claim refers into several sectors and set up as many adludicating teams 28 he
msy deem necessary. The decisions of this officer or, in some cases, of the Land
Titles Ccmnission, ars final.

(b) The conversion of a customary right into individusl tenure may be effected
at the same time as its adjudication.

(c¢) Land tenure transactions, other than those wherzby a non-indigenous
person acguires a right from a New Guinean, mey be approved locally, or at the
distriect level, not in the capitsel of the Territory.

(d) A1l land titles, vhether customary or not, are to be registered in a
record of "absoiute ownership” the idea of ''freehold” being abandoned; open
registers for each repion in which the volume of lsnd tenure operdtlonb so, Justifies
are Lo replace the single register of the Territory.

-167=-



A, The purpose of the reform was to reduce the volume of correspondence and speed
up administrative procedures, by decentralizing the decision-meking procedures. The
1971 Visiting Missioh welcomed this b/ but offered the following comments:

(a) .Tt feared tvhat the reforms might not succeed in solving the basic problems
(insufficient number of inter-clan demarcations, excessive slowness of the
negotiations for incorporating land into the public Qomawn), unless the number of
staff employed in the land tenure services was increased. The authors of “thé drafts
had agreed on this and had provided for the appointment of 'a larger nunber of deputy
lend commissioners. The Administration had informed the Visiting Mission that it
did not intend to use its officers for land demarcation but hoped to employ
technical personnel, most of whom would be indigenous, for this purpose. In order
to facilitate and ctped1te the reform it intended to request intetrnational
assistance, perhaps in the form of experts in topography. The Mission realizing
how important the reform is to the future of the Territory, welcomed the proposed
sppeal for help from international bodies and recommended that it be favourably
considered. It pointed out, however, that the use of too highly sophisticated
personnel, material and methods might delay considerably the realization of a
reform, already overdue, and might even Jeopardize its success. Generally speaking,
it would be desirable not to use costly topographical techniques, when the
surveyor's table, compass and chain were sufficient, but to use 1nstead the serial
photographs available and slready being used by the land services whenever p0551b;e.

(p) The question alsc arose as to whether bhe New Guinean Government, once
the Territory beceame self-governing, would not have' tqQ be more strict than the
Administering Authority as regards claims, which were excessive and coatly for
the community, made by certain persons to idle land.

(a¢) At a more technical level, the establishment of multlple land registers
would mean that they would be handled by people untrained in keeping land records.
Furthermore, entering titles of different origins in the same books might meke it
particularly difficult to keep them up to date.

T Population density in the Yerritory as a whole is very low, and, except in
some overpopulated areas such as the Gazelle Peninsula and certain parts of
Chimbu Distriet, the New Guinean farmers have vast V1rg1n areas at their disposal.
Nevertheless, land tenure disputes have constantly impeded economic development.
Legally spesking, the vacant and ownerless lands belong to the public domain, but,
according to the 1971 Visiting Mission, no forest is too isolated and no swampland
too deserted not to be the subject of at least one claim: every piece of land
has an owner.

8. As a result, clans dispute land ownership at every turn and wage set battles
periodically. Also, the Administration must. engage in long and delicate
negotiations whenever it wishes to use a piece of land. The Administration buys
the land, before leasing it to the parties concerned - non-indigenous planters
and the latter complain about having to wait for their land for months or years
on end. The coffee, cocoa or tea growers run the risk of seeing their profits
confiscated at harvest time by artful members of their clans who claim customary
ownership of the plantation.

——

« b/ Off1c1al Records of the Trusteeship Council, Thirtv-eighth Session,
upplement No. 2 (T/1728), chap. III.
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9. The Administration has tried tc solve these different problems. In order to
determine the lend bounderies once end for all, it has set up so-called land

titles commissicns wiich base their rulings on reports from the demarcation
commissions, mainly composed of indigenous inhabitents who enjoy the confidence of
the villagers and know the lands particulariy well. The 1971 Visiting Mission
observed that, iu spite of the comnetence of the megistrates and committeé chairmen,
the legislation has nct achieved its purrose. According to the Mission, procedures
last too long end the parties concerned grow weary of awaiting the results. The
district officers seltle the most urgent cases amicably without a formal hearing.

10. In uvrder to give enterprising entrepreneurs growing cash crops the security
they require, the Land Tenure Conversion Crdinance has, since 1963, laid down &.
procedure snabling the indigenous inhabitants to acquire individusl rights of terure
over the land they occupy and to have their land registered. Although some land
exrerts in New Guinea say they are satisfied with the implementation of the
Ordinance, the most widespread cpinion is that conversion, being too slow, has not
led to the expected results, The richest among the indigenous planters whom the
Mission net were cultiveting non-registered holdings. On 30 June 1970, an area of
only 1,113 hectares had been converted to individusl tenure.

11, Out of the Trust Territory's total land area of come 24 million hectares, less
than 1 per cent, or 207,000 hectares, is owned by non-indigenous people, and that
nearly 2 per cent, or 568,000 hectares {of which elmost half is leased to planters)
belongs to the Administration. Nevertheless, in the Gazelle Peninsula, 43 per cent
of the land and a much higher percentuge of the best holdings are alienated. In
Hew Ireland and in Manus the non-indigenous plantatiocns account for a high
proportion of the best arable land in the coastal area. In the Highlands, where
tea~growing has often been introduced on drained marshland, some Vew Guinean
growers feel frustrated bhecause the nucleus estates of the expatriates are
closer to the factory than their own holdings.

12. The Territory of Pspua has e total arca of 22,299,396 hectares of which
788,847 hectares are alienated. The balance is either owned by indigenous
inhabitants or it is waste and vacant. Land totalling 164,773 hectares is held
under leasehold tenure by lessees outside the Administration mostly for
agricultural and pastoral purposes. OF this, 1,176 hectares were leased during
1069/1970. In addition, L85 allocations totalling 242 hectares were made to
various Administration authorities; these figures include reservations for
Administration schools and other purposes.

13. At the thirty-eighth session of the Trusteeship Council, the Special
Representative of Australia stated that the new land legislation introduced in the
liouse of Assembly had not yet been adopted by it. He recalled that some disquiet
had been felt in the Trusteeship Council and alsc by some people in the Territory
that one effect of the bills would he to facilitate the transfer of land from
customary owners to expacriates. The proposed land control bill, he statea, was
designed to ensure that the people were fully protected. The bill would make five

major changes to the present law:

(&) Tt would enable the Administrator's Executive Council to lay down policy
ruidelines for the control of all land transactions;
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(b) It would shift the day~to-day control over land transactions from the
Minister, the Administrator's Executive Council and the Administrator for whom, in
practice, the Director of Lands usually acted as deputy to land control boards;

(¢) In most cases, transactions would be considered by local urban or
district land control boards;

(d) Three of the four kinds of boards to be established allowed for
representation of non-Administration persons and land-owners on them.

(e) Control over 12 kinds of common transaction would be lifted.

14. There would be four kinds of land control boards. A central land control
board would consist of the Director of Lands, Surveys and Mines, as chairman;

the Directors of Business Development, Agriculture Stock and Fisheries; Trade and
Tndustry, and the First Assistant Secretary of the Division of District
Administration. All but one-~of these persons were expatriate officers, but the
departmental heads involved were all of them most conscious of the need to protect
the people's rlghts to their rights to their land and, of course, in due time under
the localization policy of the Administration more of these officials would be
Jocal officers.

15. The Board would have three main functions:

(a) To consider approval of transactions in land which became registered
after adjudication under the propoged customary land adjudication ordinance where
one of the parties was not a Native. The central board would first have to
obtain & recommendation from the local urben or -district land control boe.i
concerned, and the purpose of this function was entirely to protect indigenous
owners of land from exploitation.

(b) To consider approval of transactions in land exceeding $4100,000 in value.
Once again, the central bosrd would first have to obtain a recommendation from
the local, urban or district land control bosard:-concerned. It was considered that
valuable properties were important national assets and their disposal should be
considered at the highest level by the Central Board.

{¢) To hear objections to decisions by the other land control boards.

16. District land control boards would be set up in each district consisting

of the District Commissioner, two other officers, such as the District Agricultural
Officer and the District Lands Officer, and three other persons appointed by the
Admlnfsﬁrator. These boards would hear applications for approval of land
trensactions in the districts other than those that are dealt with by local and
urban boards.

17. Urban land control boards would be established in selected towns and would
consist of three officers. appointed by the Administrator, one of whom would be
chalrman and three local government councillors or three town residents if there
was ro council. These boards would hear applications .for- approval of land
transections within the towns. Local land control boards would be set up in
areas where, under the legislation, there had been systematic adjudication of
customary land. They would consist of three officers, of whom one would be an
Azsistont District Comrissioner es chaﬂrnad two local government councillors and
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a majority of local land owners. It was considered that the control of
transactions in land that had been previously customary land should remain with
a board composed of a majority of the former customary land owners.

18, The bill also provided for the Administrator's Executive Council to lay down
policy guidelines. In addition to those guidelines, the land control boards would
have to take into account a number of matters when considering whether to grant
approval. These included: (a) in the case of an-Administration lease, whether
the rent had been paid and the other conditions had been performed; (b) where the
land was group land, whether tlie rroup representatives had consulted the other
members of the group and were acting for their benefit; (c) whether the proposed
lands under-developed Freeholds Ordinance had been complied with; (&) whether the
owner had been protected from disposing of the land tc his disadvantage; (e,
vhather the terms and conditions of a transacticn were un?alr to one of the
parties; and (f) whether boundary features had been properly rmaintained when tne
owney had been ordered to do s0.

19. The Lands -Under-developed Freeholds Ordinance would provide for the cormpulaory
sale to the Administration of underdeveloped freehold land in certain
circumstances relating to the failure by the owner to comply fully.with a
developuent order served on hin with the approval of the Admianistrator in Council.

20. While dealing with the cquestion of land, the Special Rerresentative also noted
the concern of the 1971l Visiting Mission about areas which seemed to have been
over~alienated, such as the Gazelle Peninsula. -In that area, plantations which
had been repurchased by the Administration had already been subdivided and,
although action had to some extent been delayed by opposition from the Mataungan
Association, numbers of people, who previously possessed no land, had been

settled on land in accordance with the policy of thé Administering Authority. The
Development Bank would uake as much land available in this way as possible.

21. In addition, the Administration had established a special working party.
consisting of three experienced field staff. The task of the working party wes to
assess the needs of every village in the Gazelle Peninsula, taking into account
the amount of their land which had been alienated, the amount left to them and
their proximity to land which could be made available to them. The worliing LarTy”
had compiled its report and this would be considered and used as a guide for
further action in the Gazelle Peninsula.

22. One of the principal aims of the land bills is to convert the Territory's
customary land tenure system by establishing a single land reglster in which
the basic title would be absolute ownership although entire clans as well as
individuals could be recorded as owners of land. The fundamental reason for the’
reforms is to provide a wider base for economic development and honezully end
disputes over ownership which now are a constant source of tribal wars in the

Territory.

23. It is reported that the Director of Lands hes named six areas where tt.
inhabitants are at present interested in converting the tenure system. ilyre are
the Gazelle Peninsula, the area around Ponondet a in the northern district of
Papua. parts of the Markham Valley in Morobe:District, several areas close %o
Madang, and areas in the Western and Fastern Highlands.
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24. The Special Representative of the Administeriag Authority informed the
thirty-eighth session of the Trusteeship Council that in the Wabag area there had
been recurrent outbreaks of tribal fighting over land matters in which some people
were killed. In this area there were people still alive who remembered the days
before the Administration brought tribal fighting to an end. Land disputes which
at that time had not been settled in the traditional way still remained unsolved.
The Administration had tried to settle Aisputes by prescribed methods, but there
was still a tendency, particularly on the part of the older men, to say "That
piece of land was mine and now it is not". They stirred up trouble and fighting
resumed. Many of the people seemed to see no way of settling their problems
except by fighting.

25. A group of Councillors in the area had suggested tht it would be as well for
the Administration to confiscate land under dispute, particularly since the
parcels involved were frequently very small. They had suggested that after
confiscation the land could be used for some public purpose. The Administration
had not done this and was trying to prevent tribal fighting and to maintain law
and order while several possible solutions of a long-term nature, such as
voluntary migrations to nearby sparsely populated areas, were under consideration
and were being discussed with the people.

26. Land administration and-registration are among the most complex problems in
the Territory and disputes involving land lead to more civil disorders in the
indigenous society than any other matter, according to a statement of the Director
of Lands reported in the press in May 1971. He said that the Land Titles
commission had before it at the end of lMarch some 1,200 separate claims concerning
ownership of customary land. According to another press release, for example,
there are more than 800 land-owning groups in Eastern Highlands District, and
nearly everyone is involved in at least ore dispute over unoccupied land.

27. With the ‘introduction of land legislation, several groups have publicly

urged that care be taken to ensure that the legislation is not so involved that
easy interpretation and implementation would become virtually impossible., A group
of seven lawyers who, according to their letter appearing in the press, represent
the majority of legal practitioners in private practice in Port Moresby, said that,
after having perused the legislation, especially the Registered Land Bill and the
Land Control Bill, they were disturbed at the proposed proliferation of land
control boards, at allegedly unnecessary restrictions on transfers, and the
abolition of the Torrens title system which is recognized internationally.

28. A senior lecturer in Pacific History at La Trobe University in Melbourne,

Dr. A.D. Ward, released a study of the -proposed laws in which he reportedly warned
that great social disruption and a new class of landless people could be produced
if the legislation was adopted. The likely effect of unrestricted power of
mortgage in the Registered Land Bill, according to the study, was that large areas
of Papua-New Guinea would pass to the banks and lending authoritities under forced
sale.

29. Two church leaders, the Anglican Bishop of Papua-New Guinea and the Roman
Catholic Archbishop of Port Moresby also warned, in a joint public statement, that
the legislation could drastically alter or even destroy the whole pattern of life
of the majority of the people. "It would be a tragedy if there were to emerge-..

a large group of landless citizens" which this legislation could cause to happen.
‘They were convinced that individualization of land tenure in Papua New Guinea would

N
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necgssarily further eccnomic development but urged that the new land legislation
awalt consideration by the House of Assembly to be elected in 1972 or even wait
until full internal self-government is attained. |

30. Following these public warnings, it was reported that initial speskers in the
debate on the 1and bills in the House of Assembly also called for delays. Finally
bowing to growing public pressure, two senior officials of the Administration, the’
Secretary for Law and the Director of Lands, withdrew the four iland bills. Three

of the bills reportedly are unlikely to be reintroduced until the Third House of
Assembly is elected in 1972. 'The fourth, the proposed Customary Land Adjudication
Bill, may be reintroduced in an amended version at the budgetary session of the House
in Aupust 1971

B. AGRICULTURE AND LIVESTOCK

31. In a Territory in whieh the great majority of the population lives on the land,
the five year Development Progremme, as the 1971 Visiting Mission has pointed out,
provides for a major effort to develop agriculture. The Administration has sought
to diversify production, in addition to traditional crops such as coconuts, cocoa
and coffee, it has concerned itself with rubber, the oil palm, tea, pyrethrum, rice
and passion fruit, so that the expansion covered different regions of the Territory
simultaneously.

Copra

32, Since 1966 copra production has levelled off at around 115,000 tons, a little
less than one third of which comes from indigenous plantations; the slight increase
in price has not been enough to lessen the dissatisfaction of growers,

33. Indigenous growers in Papua New Guinea produced a total of 43,801 tons of
copra for the year ending 30 June 1969, compared with 38,6LL tons at 30 June 1968,
Non~indigenous growers produced 89,115 tons for the year ending 30 June 1969,
compered with 91,285 at 30 June 1968.

3Lk, The copra industry is supported by a fund which totalled $A9,258,631 at

28 February 1971 and which earned interest of about $A270,060 during the eight
months from 1 July 1970 to 28 February 1671. The bounty of $A3 per ton paid to
copra producers in 1969/70 has been continued in the 1970/71 financial year
involving an expenditure of $A265,000 for the eight months ended 28 February 1971,
The total payment for 1970/71 will be approximately $A390,000, the same as for
the two previous years. In May 1971 the Copra Marketing Board announced that
prices for all grades of coprs had been cut by $A9 a ton.

Cocoa

35, Indigenous growers produced a total of 5,833 tons of cocoa for the year
1068/69, compared with 5,546 tons in 1967/68. Non-indigenous growers produced

a total of 18,134 tons in 1968/69, compared with 19,189 tons in 1967/68. According
to the 19Tl Visiting Mission, the rapid increase in the areas planted in cocoa by
the New Guineans, especially in the New Britain holdings, has been offset by the
slow expansion of the Zuropean plantations. The production of cocoa ha§ thus
remained stable. Despite the efforts of the plant pathology service, die~back

continues to assail the Territory's cocoa trees.
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36. One of the outstanding problems which the Administration has encountered with
the Mataungan Association of the Gazelle Peninsula concerns what was formerly known.
as the Tplai Cocoa Project.: B Initially the cocoa fermentaries were established by
the separate local government councils, On the formation of the Gazelle Peninsula
Local Government Council, contrecl of the fermentaries passed to it. Later, when
the so-called multiracial council was formed the fermentaries continued to be
administered as a council project, The Administration arranged for an expert to
look at the operation and one of his recommendations was that the project should be
turned into a public company. The Administration arranged for a poll to be taken
among all cocoa producers of the area and the majority of them agreed with the
proposition to form a public company. “The public company was to be controlled
entirely by the Tolai people and was to have no expatriate interest in it at all.
The company was duly formed as the New Guinea Islands Produce Company and the

18 cocoa fermentaries were turned over to it. -This created trouble with the
Mataungan Association supporters, some of whom ‘decided not to sell their produce to
the new company. The Mataungans are in the process of setting up their own company
and they dewanded the payment of $A650,000 for their interest in the fermentaries,
which had orlglnally been built with loan money guaranteed by the Administration.
The Administration did not agree to pay this coupensation since it was satisfied
that the. transfer of the fermentaries from the Council to the company was legally
correct. However, the Administrator has snnounced that, although he is satisfied
that the Administration's agreement to the transfer was legally correct, there are
some moral aspects which require further consideration. The Administrator has

said ‘that the Administration, while promising nothing, would give further
consideration to these moral aspects.

Rubber

37. Of the 5,876 tons of rubber produced in the Territory for the year ending

30 June 1969, indigenous growers contributed only 26 tons. According to the 1971
Visiting Mission, the rubber plentations are not yet in production and their srea

is increasing more slowly than expected; the drop in prices and misgivings about
the future of the Territory have both contributed to the growers' lack of enthusiasm.

Coffee

38. Indigenous growers produced a total of 14,943 tons of coffee for the year

1968/69, compared with 9,635 tons for 1967/68. Non-indigenous growers produced
a total of 6,196 tons for 1968/69, compared with 5,259 tons for 1967/68.

39. The Development Programme has set no target for coffee-growing, coffee being
the only important crop of which more than helf (approximately 70 per cent) is
produced by indigenous growers. The farmers of the Highlands, according to the
1971 Visiting Mission, have taken to it readily and have made it their usual source
of money income. Output, which was under 15,000 tons in 1968, exceeded 20,000 tons
the following year, and the Territory will henceforth be affected by the
restrictions of the International Coffee Agreement.

0il palm products

40. The 1971 Visiting Mission reported that the oil palm plantations have exceeded

expectations. In 1969/70, approximately 1,200 hectares were planted instead of
1,080. This result is attributable to the success of the complex operation
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initiated at Hoskins in West New Britain. Indige i :

of New Guinea have been instslled on six—hectars Eizik:e:§izzst:r:mczggzggio;eglzns
an oil plant half-owned by the Administrstion and half by Harrisorn and C;os"Eiagd
The inhabitants of neighbouring villages have also been encouraged to blantJOii .
palms. As the project proved increasingly sﬁccessful, the areas to be planted ﬁ
the settlers at the one hand, and the company and the villagers on the other haze
besn extended respectively to 4,800, 4,000 and 800 hectares. When the 1972 ﬁission
visited the area, 562 settlers had already been installed. B

41, t is reported that the $41k million oil palm project was 6fficia11y opened

by the Minister for External Territories on 14 July 1971. The scheme, reportédly
the most irportant agricultural develonment in the Territory since the first major
coffee plantings in the highlands twenty-five years ago, will contribute an
estimated AT million a year to the income of the Territory when fully in operation.

Other crons

42, Rice production, although smeil according to the 1971 Visitine Mission, and
amounting to epproximately 2,000 tons, has risen sherply in East and West Sepik, and
could easily find a market in Papua-New Guinea which consumes 43,000 tons per year,
but the local price is higher than that of rice imported from Australis,.

k3. Tea,prrown in the Western Highlands under the svstem of sssociation between
Eurcpean concessions and small indigenous holdings, is of excellent cuality and
high yield, according to the Mission but, in the eyes of the local growers, it
requires too much effort for little profit.

Li, Pyrethrum, which is produced solely by indigenous planters, increased from
LsT tons in 1968 to 769 tons in 1969. Fertility problems appear to be widespread
and a series of fertilizer observation/demonstration plcts is being established
throughout the main production areasg. A programme of selection and testing should
produce superior plenting meterial within three years.

45, Small-scale commercial tobacco leaf production continues in the highlands.
Trials of flue-cured tobacco production in Eastern Highlands District of

New Guinea and the Central and Northern Districts of Papua have shown the
Eastern Highlands to be most suitable for production. Commercial production has

begun.

46. According to the 1971 Visiting Mission, the Territory's production of tropical
food-stuffs is still low in terms of world output. In spite of the efforts pursued
for some 10 years, it is still concentrated too intensively in the islands, whence
apparently 60 per cent of the Territory's output now comes. It is gtill too
dependent on non-indigenous growers who produce more than two thirds of the copra,
almost three quarters of the cocoa and approximately 30 per cent of New Guinea's

coflfee,

Livestock

LT7. The principal livestock are pigs, owned mainly by the indigenous inhabitants,
and cattle. Donkeys, goats, sheep, horses snd poultry are also kep?.. The 1971
Mission noted the good results of the steps taken to improve pig-ralising, to
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develop cattle, one tenth of which (7,600 out of 63,000 head) belongs to the
indigenous inhabitents, and to interest the people in poultry raising. Government
subsidies, intended tn premote the importation of high-quality Australian bulls
and cows, were recently increased and range from $AT4 to $A110. During the year

1969/70, 772 cattle were imported. Of these 603 cattle were imborted for private
graziers and were mainly Brahman crossbred animals.

48. The Administering Authority informed the Trusteeship Council at its
thirty-eighth session that the number of cattle in the Territory was increasing at
a rate of about 20 per cent per annum and totalled some 82,000 head, During the
period July 1970 to March 1971 about 190 cattle were imported for private graziers
under the scheme, referred to above, whereby subsidies are granted to reduce the
cost of transporting animels of above average quality to the Territory. An
increasing number of Territory bred female stock was being sold by private pastoral
companies to indigenous farmers, either at auction or through private sales
arranged by field officers of the Department of Agriculture, Stock and Fisheries.
Seme 850 cattle were sold in this way during the yesr.

49. During the year 28,113 day-old chickens and 1,035 day-cld ducklings, were
imported into the Terrivory, mainly for the commercial poultry farmers located near
the larger towns. At the animal industry centres at Goroka, Lae and Kurakakaul,
day-o0ld chickens were reared to eight weeks of age for sale to villagers. TLipht
thousand birds were distributed during the year.

50. The Territory's)first public abattoir was opened at Tiaba near Port Moresby
in Pebruary 1965 and has encouraged local cattlemen to breed more beef cattle,
thus increasing the supply of fresh meat for the Port Moresby public. The
Territory, however, is almost entirely dependent on imports for meet and animal
products.

C. MARINE PRODUCTS

51. The current annual report of the administering Power states that, in 1970,
the Fisheries (Licensing) Ordinance 1966 was amended to include provision for the
licensing of processing ships, thereby allowing for modérn developments within
the industry.

52. Of the original five companies which entered the Papuan prawning field in
1969, four were still operating in 1970. As catches were moderate further
expansion was unlikely, especially as international high seas nrawning had
somewhat - recovered.

53. An Australian~-Japanese Joint venture commenced a 1l2-menth survey of skipjack
tuna resources in New Guinesa waters in March 1970. Results to date indicate

the existence of commercial quantities of skipjack in these waters. If the

company decides to.undertake permanent commercial operations in the Territory,

it will be required to train end employ indigenous personnel, establish
shore~based processing facilities end provide for future local equity participation
in the company. = Two additional joint ventures were expected to begin surveys of
skipjack resources in New Guinea weters in December 1970; if these are successful
they would provide further opportunities for indigenous  participation. The

-
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Minister for External Territories has announced to the rress that nine Japanese
fishing experts would visit Madang in mid-1971 to make a feasibility study for a
major fisheries termiral in that port.

54, According to the 1971 Visiting Mission, loans from the Development Bank,
especially for the purchase of boat engines, the advice given by the Fisheries
Service and the establishment of small freezing plants have resulted in increased
production during recent-years. At Kavieng, fish sales almost tripled in the last
quarter of 1970. Nevertheless, the Mission considered that fishing did not occupy
s place commensurate with its potential in the Territory's economy.

55. The interest shown by Japanese industry in New Guinea may change this
situation. Even before the survey around Manus (scheduled to last 12 months)

wvas completed, the tuna heuls of the Itoh company's boats were sufficiently large
for the next stage to be considered, namely, the construction of a plant for
processing 10,000 tons of fish. The 1971 Visiting Mission was of the opinion that,
if this project is carried out, the Administration should ensure that the
traditional fishing rights of the indigenous inhabitants, especially on certain
atolls, are respected by the concessionary company and that New Guinean fishermen
are associated with the operation of the plant.

56. It is reported that a second crocodile breeding nroject has been proposed by
the Administration near the Chawbri Lekes in East Sepil District. The Lake Murray
Crocodile Project was established in the Gulf District of Papua in 1969, There
were 353 crocodiles in captivity. The original purpose of the project was to keep
detailed statistics of growth and feedings.

D, TIMBER

57. Timber production, mainly in West New Britain (Th.6 million superficial feet)
and Morobe (52 million superficial feet), according to the 1971 Visiting Mission,
has fallen far below the estimates of the Development Programme because of the loss
of overseas markets. It amounted in 1970 to a total of 1Th million superficial
feet, representing a value less than that of copra and coffee but more than that of
the cocoa produced in the Territory. Revenue in 1970 for the Territory as a whole
vas slightly more than one quarter of the expenditure of the Forestry Department.

58, The cut-over method is sometimes used in the forestry of the Territory. Thig
method is equivalent to clearing the land and enables it to be used for
agriculture where the soil is rich enough, but it involves the total destruction

of the forest cover, including the young non-marketable trees. Although the
forestry entrepreneurs open up roads, which benefits the entire community, it
appears that the indigenous inhabitsnts are not always associated to an adeguate
extent, with the procedure for granting permits and therefore sometimes feel
frustrated. Recently, in West Sepik, at Gogol near Madang, and at Open Bay in

New Britain, the Administration had considered the issuing of permits for very
large areas. The most advanced project, in Gogol, covers 49,200 hectares. The .
Honshu Company which has carried out some experiments (the first ever to be madg in
a tropical region) with chips for the manufacture of liner boards, has expressed an

interest in this project.
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59, The holders of forestry permits are all non-indigenous. Without overlooking
the financial and technical difficulties of forest exploitation, the 1971 Mission
considered that the Administration should encourage the establishment of New
Guinean entrepreneurs. As has recently happened in other developing countries with
forests, the first permits could be granted to Joint associations of indigenous
inhabitants and expatriates.

60, At 30 June 1970, the area under expleration within the Trust Territory was
700,605 hectares, with & timber yieid of 174,403,000 super feet., Similar figures
for Papus are not available. The recovery of the industry following the 1968/69
recession was reflected in the export of logs for the year which showed an increase
of almost 100 per cent over the previous year.

61. During 1969/70, timber rights over six areas totalling 22,364 hectares had
teen purchased, Survey work carried out included a boundary survey of areas
purchased, a logging plan survey over 231,280 hectares, including 245 hectares of
sample plots. Negotiations for the granting of permits in respect of the Madang
and West Sepik areas were well advanced and feasibility studies were progressing
for the establishment of integrated forest industries. There were 53 permits
covering $12,032 hectares and 32 licences covering 62,165 hectares current at

28 February 19T71.

62, The quantity of logs used by sawmills exceeded T3 million superficial feet.
At 30 June 1970, there were 59 mills in the Territory of which 13 cut more than
10,000 superficial feet per shift.

63. The Special Representative informed the Trusteeship Council at its thirty-
eighth session that despite support, sawmills owned by local persons had not

been successful and many operations owned by expabriates had been too marginal in
profits to encourage local persons to take up shares. It was felt that the best
way to deal with the Territory's difficult forest resources was by way of large
enterprises which offered economies of scale, In sound enterprises investment
could be arranged in such a way that the organization concerned could offer equity
and could also be regquired to offer maximum employment and training to the local
inhabitants. Such enterprises could also be encouraged to add as much value to
the product in the Terrltory as possible, thereby maklng a maximum contribution to
infrastructure.

E. MINING

6L, Copper. The 1971 Visiting Mission stated in its report that even before
beginning operations, the copper, gold and silver mine at Panguna, in Bougainville
District, had transformed the country's economy and disturbed its political unity.
Bougainville Copper Pty. Ltd. (BCP) was an enterprise of international dimensions
on a rugged and sparsely populated island, and by the time its installation was
completed it would have invested more than $A350 million. _/ A port, having its
own electrical generating plant with an installed capacity five times greater than
that of all the rest of New Guinea, would be linked to a town with a population

¢/ Later it was reported to have invested $a400 million.
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of lO,QOO in the heart of the mountains by a broad metalled road for surface
communication and a system of pipelines for the transport of ore coneentrates.

65. Under a contract dated T June 1967 and approved by the House of Agsembly on
. 30 August 1967, the company, which had been given a he-year‘lease, entered into a
number of commitments for the benefit of the Territory or of the local population -
an annual rent of $A1 per acre, an annual royalty of 1-1/h per cent of the f.o.b,
receipts for shipments of metal, provision of public roads, wherves and water end
electricity mains, cession of one fifth of the equity capital, preferential
enployment of local personnel, and granting of a first option to New Guinhea on the
use of the material produced.

66. 1In return, the company would be allowed a three-year tax holiday, deductions
for expenses on its subsequent returns, a ceiling of 50 per cent on the rate of
income tax it would pay, and the right to import i%s equipment free of duty. It

had been calculated that during the first 10 years BCP would be paying the Territory
between $A200 million and $A300 million. ‘

67. The population would receive 5 per cent of the income from royalties, as a
result of a change in the mining laws; a rent of $A2 per acre per year under an
agreement with the company, to be reassessed every seven years; and replacement

by a durable building of any traditional housing that might be damaged. The Mission
also reported that the local people sent their children to schools built by the
mining company and that the company spent about $A6,000 per week on purchases of
food from local farmers.

68. The fact remained, said the Mission, that the installation of the company had
not gone smoothly; there had been two years of sometimes violant dispute between
the population on the one hand and the company or the . Administration on the other.
In 1968, a group of Bougainville residents, including two members of the House of
Assembly, had called for a referendum on whether Bougainville should secede from or
remain part of the Territory. The Napikadoe Navitu Association had renewed this
demand to the Visiting Mission at Kieta. :

69. Without going into detail on the complex matter, the Visiting Mission expressed
the view that while it was true that the United Nations had thus far digapproved of
attempts to secede, and that the commencement of operations at Panguna gave an
island which had hitherto been poor and lacking in amenities a unique opportunity to
raise its level of living substantially; nevertheless, mistskes had uhdoubtedly
been made. The people of Bougainville would like the profits from the mining
operations to accrue to the island rather than to the rest of the Territory, which
they believed had long neglected them. They feared a relapse into poverty when the
mine was worked out,

70. The Mission further stated that the Administration and the company had done
much in the past two years to make amends for their initial miscelculations. BCP
was hiring end training indigenous personnel, with high hopes of being able to
place them in responsible positions. It was trying to involve an increasing number
of Bougainville residents in the giant Panguna venture. Consideration hed to be
given to the establishment on the island of new sources of work entirely unconnected
with the mine and constituting a separate and continuing source of wealth to the
local population. A serious problem would arise shortly, namely, the placem?nt‘of
7,500 employees who would be laid off when the mine began operstions. The Mission
considered that a re-employment programme should be instituted for these employeesz.
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Tl. The Special Representative of the Administering Authoritx %nformgd thed
Trusteeship Council at its thirty-eighth session that the Administration he:;l,t ;mnr
taken up the question of the 20 per cent equity which W9uld be held in trus dor

the people of the Territory. Recently the company had issued a prospectus an o
invited contributions of capital and a special provision had been ma@e for 1 million
shares to be made available to bona fide Territory residents at a price of 11
$41.50 per share, &/ There had been a good response from tpe people of Bouga%nv1 e
and throughout; other parts of the Territory. The maximum number of shares which
might be purchased by any individual was 200 and the minimum 20. The company had
also reserved a percentage of the shares to establish the Panguna.DeYelopment N
Foundation Ltd. e/ which was designed to assist first, the Bougainville people an
subsequently, other people in the Territory to establish themselves in business
ventures. Part of the agreement with the people of Arawa had been that the company
would assist them in establishing a tavern and a supermarket. Land had been reserved
in the town of Arawa for indigenous enterprises. The troubles: experienced in Fhe
mine area in Bougainville appeared to have largely been settled and the operat}on
seemed to have the support of a great majority of the pecple. Earlier opPositlon
had been based on fear of unknown changes which had now beer dissipated since
benefits to the people had begun to flow. Additionally, now that the area of land
affected by the operation was visible, it was evident to everyone that only small
portions of land relevant to the whole of Bougeinville were involved. The company
was doing its best to meet all reasonable requirements of the local people, not only
within the mine area but also outside it.

T2. The Special Representative stated that employment contracts for Papuans and
New Guineans on the Bougainville project contained a repatriation clause. As
employees were laid off they would be either re-employed or returned to the areas
from which they had been engaged. These workers, many of them unskilled, had been
recruited only for work in the initial stages of development. The Panguna
Development Foundation,Ltd. would assist Papuan and New Guinean entrepreneurs to
establish themselves in business and this would help the ermployment situation.
There were also ample opportunities for work on plantations in Bougainville where
labour was scarce. People with any skills would undoubtedly find it relatively easy
to find employment elsewhere in the Territory and industrial development generally
in the Territory should absorb many. The Administration was closely watching the
situation and it was not likely that there would be any long-term serious problem.

Other mineral projects

73. The 1971 Visiting Mission reported that while there could be no expectation

of the early commencement in the Territory of other operations on the scale of

those at Panguna, New Guinea's future with regard to minerals appeared to be quite
encouraging. Prospecting for petroleum was continuing in the Madang and Sepik
districts and explorations for possible copper deposits north and south of Telefamin
were being carried out in particularly difficult conditions. Kennecott Exploration
was making geological surveys throughout the mainland part of the Territory; in
Menus, more than $A4L00,000 had been spent in exploring for copper. Generally
speaking, the wave of prospecting which had been sweeping Australia for several
years had extended to the Territory for wiich it exercises responsibility.

——

) 4/ It was reported that on 11 May, almost 19 million shares were made
avajlable.

g/ The Foundation reportedly intends to sell its sh i
residents before 1983. , i shares to Territory
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7k, I% is reported that the search for oil has been going on in the Territory
since shortly after the turn of the century. So far the only return from oil
exploration has been on the negative side, i.e. tax concessions. 0il was first
identified as seeping from the ground near the mouth of the Vailala River on the
papuan Gulf in 1911. In the late 1950s and again more recently,oil has flowed at
both land and off-shore sites. But the quanti“y has not been sufficient to be
commercialized. A nwmber of companies have discovered fairly large reservoirs of
gas but these too have not been cormercialized. A recent statement by the Chairman
of 0il Search Ltd. indicated that Japanese interests might purchase the gas
sometime in the future.

75. 0il Search owns 52.5 per cent of the Australasian Petroleum Co., Pty., Ltd. (APC)
which has spent $A7h million looking for oil. APC is also 38.3 per cent owned by

the British.Petroleum group and 9.2 per cent by Mobil 0Oil Australia Ltd. It has
drilled 26 test wells in Papua and is about to begin its twenty-seventh. This well

is in the Scouthern Highlands District of Papua, not far removed from explorations
being made by the Texaco Overseas Petroleum Co. and Cslifornia Asiatic 0il.

76. In March 1971, it was reported that the Minister for External Territories had
announced the successful applicants for petroleum exploration permits in four areas
off-shore from Papua: near the Trobriand Islands {a consortium of Amoco Australia
Exploration Co., Australian 0il and Gas Corp.,Ltd. and Southern Pacific Petroleum NL);
near the D'Entrecasteaux Islands (West Pacific 0il Pty. Ltd.); off Milne Bay

(Texaco Overseas Petroleum Co.); and near the Louisiade Archipelago (Hematite
Petroleum Pty. Ltd.).

T77. Also in Papua, in the Western District, oil explorations have been reported
along the Nomad River by Texaco and copper explorations by Kennecott in the

Star Mountains. Pacific Island Mines, Ltd. and Planet Metals, Ltd. have entered
into a joint venture to explore for lateritic nickel and other base metals on
Hormandy Islands, }ilne Bay District.

F, MANUFACTURING INDUSTRIES

78. The 1971 Visiting Mission stated in its report that industry in New Guines

was aimed not so much at the export of manufactured products as at the reduction

of the volume of certain imports or the primary processing of agricultural or
forestry products. It was thereforz generally made up of small units. Nevertheless,
it was expanding at the quite rapid rate of 13 per cent per year envisaged in the
development programme. An encouraging sign to the Mission was thet the output

of mechanical industry had become greater in value than that of the food and
beverage industry. It was noted with regret, however, that cement, imports of

vhich exceeded $Al million in 1970, was not yet being produced in the Territory.

79. Following the establishment in 1969 of an Advisory Committee on Tarif?s, some
small measure of customs protection was being given to goods menufactured in the
Territory. This protection, the Mission thought, should be maintained st such a
level-as to shelter recently established local® factories -~ and their workers.-

from excessive outside competition without raising the cost of living or indirectly

impairing the "open door' system.
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80. The Mission pointed out that apart from a few sawmills and carpenter and
furniture-making shops, industrial establishments were owned by expatriates. A
United Nations expert had completed a mission on indigenous extrepreneurship in
the Territory and had suggested a co-ordinated programme for the development of
small New Guinean industries.

81. During 1959/70, 109 foreign coupanies, that is, companies incorporated
outside the Territory and carrying on business in the Territory, were registered
and three were deregistered, making a total of 469 foreign companies in the
Territory as of 30 June 1969. According to the administering Power, many of these
companies operate through agents, usually a local company or firm, and the exact
amount of capital actually. invested in the Territory is not known.

82. The Business Name Ordinance, 1963, requires every person or group of persons
carrying on business in the Territory under a name other than the true names of
all the members of the business t¢ register the business name in accordance with
the Ordinance. At 30 June 1970, there were 1,949 such names registered.

83. TFor the period 1969/ 70, the number of indigenous inhabitants borrowing

from the Development Bank rose to 1,253, compared with 230 non-indigenous persons
in the same period. The amounts borrowed by indigenous persons rose to about
$41,875,400, compared with about $A3,186,500 borrowed by non-indigenous population.
Tadigenous borrowers accounted for over 83 per cent of all borrowers and for over
35 per cent of the amount borrowed in the year ended 30 June 1970. Loans to
Papuans and New Guineans rose T0 per cent in the first eight months of

1970/71. Total lcans approved for indigenous persons during

July 1970 to February 1971 was 1,077 for $A1,197,976.

84k, In regard to training and business menagement, current thinking has been that
a small business administration with high-~level direction and ample resources
should take charge of this area. The sum of $AL68,000 has been made available to
assist the Co-operative Sducation Trust under the United Nations Development
Programme. In addition, the Administration is financing the construction of a
college at an estimated cost of $A300,000. A United Nations Industrial Development
Organization (UNIDQ) consultant recently commenced an investigation in the
Territory for the purpose of advising the Administration on ways and means of
promoting further indigenous entrepreneurship.

85, The report of the consultant has been received by the Govermment in the
Territory and is being examined by a committee of officers with a view to
submitting proposals for action by the Assistant Ministerial Member for Business
Development and the Administrator's Executive Council,

86. The 1971 Visiting Mission, in referring to the recently established
Department of Business Development, observed that it was a necessary step,
because the Territory still lacked not only New Guinea businessmen but also those
indigenous small craftsmen and traders who, in many developing countries,
contributed to the economic expansion of smell stations in the interior. The
Mission also referred to the draft ordinance to set up the Investment Corporation
of Papua and New Guinea which was put before the House of Assembly by the
Administration in 1970. This bill, which was passed into law by the House of
Assembly in March 1971, provided that the Investment Corporation had to reserve
for certain natural or juridical persons, such as New Guineans, the Admiristration
of the Territory, the local govermment councils, the co-operative societies and
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the Development Bank, a share of participation in the capital of the most important
businesses financed or controlled by third parties, or whose financing came largely
from abroad. The Visiting Mission was of the view that, provided its resources
were adequate, the Investment Corporation would in all probability be an effective
instrument for directing the Territory's economy.

87. A spokesman for the Administrator's Executive Council stated in February 1971
that the Council had approved proposals for the advancement of indigenous
businessmen in certain fields and measures to provide them with a degree of
protection against excessive competition. The measures endorsed by the Executive
Couneil included the repeal of the. Trading with Natives Ordinance and the Licences
(New Guinea) Ordinance and their replacement by a licence to trade ordinance. The
proposed new ordinance would make provision for preference to Papuans and New
Guineans in the issue of new trade store and similar licences to conduct small
business. A bill for the new ordinance was to be introduced in the June.session of
the House of Assembly. ©Steps were also being taken to reserve selected commercial
lands for Papuan and New Guinean entrepreneurs.

G. CO~OPERAT1VES

88. The largest and oldest form of indigenous business enterprise in the Territory
is the co-operative movement. The administering Power has made every effort,
according to the 1971 Visiting Mission, to encourage the co-operative movement.
Co-operative societies have proliferated in the Territory and, in 1969, there

were 158 societies in Papua and 171 in New Guinea, with an aggregate membership of
nearly 130,000 and a capital of more than $A3 million.

89. The inefficiency or dubiocus practices of some of their managers, the Mission
stated, had forced some societies, particularly those engaged in the retail trade,
into dissolution or even bankruptcy. Although consumers' co-operatives had often
failed at the retail level, the Co-operative Wholesale Society, which bought and
sold wholesale had a turnover of several hundred thousand dollars. The producers'
co-operatives, which processed and marketed export products, had sometimes managed
to operate on the scale of big enterprises: The Finschhafen Society, which had
9,500 members and an over~all turnover of $A900,000 had had to break up into 13
branches; the Chimbu Society processed coffee worth about $A1,L4 million a year for
its 18,000 members. The defect common to the Territory's co-owerative societies
was lack of leadership and insufficient education to manage and promote the business.
The indigenous directors, who were often illiterate, had to depend entirely on

the decisions and honesty of their managers and on the advice of the officials
provided by the Administration's co-operative society service. As regards the
copra marketing societies, the establishment of the Copra Marketing Board had
encouraged producers to leave their societies and sell direct to the Board.

90. In a recent press statement, the indigenous secretary of the Department of
Business Development, Mr. Paulias Matane, said that, although the rate of failure
among co-operatives had increased in recent years, the success ratio was still
well above that for small businesses in many advanced Western countries. He said
that co-operatives had an extraordinarily high success ratio of more than

90 per cent during the first fifteen years of* operation.
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31. The United Nations Development Ptrogramme (UMDP) and the International Labour
Organisation (ILO) rave provided six experts in various aspents of co-operative
training to assist with the es.ablishment of the Co-operative College, the first
stage of which was to be operatioral in May 1971. The UNDP was alsoc to provide
books, teaching equipment &nd some transport for the project.

H., COMMERCIAL TRADE

g2. The value of Papua New Guinea's external trade continued to rise. Exports
totalled approximately $A93,746,000 in 1969/70 compared with $AT75,2LL,000 in 19C0/69.
Imports rose from $A150,455,000 to approximately $A21k,161,000 in 1969/T0

93. The deficit in the Territory's balance of trade, according tc the 1971 Visiting
Mission, had become considerably worse during the past six years; although the value

of exports had increased by about 75 per cent between 1965 and 1970, the value of
imports had elmost tripled. This apparent deterioration in the trade balarce was

actually s result of the consideralkles carital development effort that was being
made in New Cuinea. It is significant in that purchases ol food and bever:siges had
only doubtled while imports of machinery had increased nearly fivefold. The figures
for 1970 should, of course, b~ interpreted with caution, the Mission warned, as

the purchases by the Bougainville company would not recur in the following year,
but, even if they were deducted from the total, imports still showed a nealthy
pattern.

9k, The relatively slow growth of exports was due partly, the Mission continued, to
the fact that investments in agriculture were not immediately productive. Vhen

the Panguna mine, which should annually produce from 150,000 to 170,000 *tons of
copper, 500,000 ounces (1h.1 tons) of gold and 1 million ounces (28.3 tons) of
silver, began operations there would be a change in the pattern of Hew Guinza's
external trade; the main export item would be mineral products, and the balance
should become positive.

95. According to the Mission, = more thorough -analysis of the Territory's trade
statistics and a study of the Territory's relations with its five main trading
partners showed that three of the latter - Australia, Jepan and the United States -
sold more to New Guinea than they purchased from it, while the United Kingdom and
the European Economic Community (ZEC) had a deficit balance. This contrast between
selling and purchasing countries had tecome greater ’n recent years. Tt would also
be noted that mainland China was expanding its sales but was not purchasing any
New Guinean products. The countries of South-East As. i and the Pacific, many of
whoze products were competitive with, rather than com- lementary to, those of

New Guinea, appeared tc have some difficulty in incre-sihg their purchases at the
sume rate as their sales. Nevertheless, Japan, which had contracted for the
purchase of 1 million tons of Panguna copper and was interested in forestry and
fishery projects, shcould shortly restore the balance of its trade with the
Territory.

96. The Mission also pointed out that the¢ Administration and some members of the
House of Assembly were apprehensive of the consequences if the United Kingdom
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should enter the EEC. A mission from the Territory had visited Furope in 1970 to
inform Governments. of New Guinea's concern. At present, the Térritory's
acricultural products were freely admitted into the United Kingdom and were
protected by a preference of 15 per cent in the case of copra and 10 per cent in
the case of palm oil; although the EEC did not impose any duty on copra, its

other duties were 7 per cent on coffee, 6 per cent on palm oil and 4 per cent on
cocoa. It was, of course, for the United Kingdom alone to decide whether to ask
the EEC to allow cpecial treatment for New Guinean products, as it had done in the
case of Commonweglth sugar. Also, of courge, the EEC might object that it was
already the Territory's largest customer but was still a minor supplier.

97, he Territory's balance of current payments was in deficit, the Mission stated,
when the negative balance of invisibles was added to that of foreign trade, and in
1970 for the first time in 10 years, Australian grants and direct expenditure had
been unable to restore the balance.

98. In May 1971, it was reported that the Minister for Ixternal Territories had
announced a major drive to promote the Territory's exports and attract more foreign
investors to Papua New Guinea. The Special Representative informed the Trusteeship
Council at its thirty-eighth session that the Minister had also made known that the
EEC had granted concessions to developing countries, including the Territory, in
ihe case of manufactured products. The concessions would not benefit the Territory
much at present but would do so when it began to export manufactured products.
During the June 1971 negotiutions in Luxembourg, at which egreement was reached on
the United Kingdom's entry into the European Economic Community, both

Mr. Douglas Anthony, the Australian Deputy Prime Minister, and Mr. N.J. Thomson,
the Territory's Director of Trade and Industry, were reportedly present in order
to safeguard Papus Vew fuinea's case for special concessions, among other things.

T. LABOUR

99. It is estimated that there were 154,000 indigenous wage end salary earpers at
30 June 1970. Actual statistics for June 1969 and June 1970 are not yet available.
In 1968, primary industries employed 45 per cent of wage earners; in 1963,

56 per cent. Building and construction employed 11 per cent in 1968; in 1963,

6 per cent. Manufacturing end sawmilling employed 7.5 per cent in 1968; in 1963,
3.6 per cent.

100. At 30 June 1970, there were 27 workers'’ associations in the Territory. The
membership of trade unions and workers' associations was 22,509 in December 1970,
including 2,752 expatriates. The TFederation of Workers' Associations of Papua=

New Guinea was registered as an industrial organization in March 1970. The present
members, according to the 1971 Visiting Mission, include the lLae, Madang, Horthern

District, Goroka, Wewak and Rabaul workers' associations.

101. The Mission considered that workers' orgenizations were still weak and that
assistance from the ILO could be of value.

board of ingquiry was established in January 1970,

under the Industrial Relations Ordinance, to investigate and report on the lev?l
and component of the rural minimum wage for the Territory. The Board was required
to consider the needs of employees and the capacity of the economy to pay. It alsp

studied increased efficiency of menagement.

102. As previously reported, a
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103. The Board of Inquiry submitted a comprehensive report to the Administrator

in September 1970, Its recommendations included the following: (a) that the
Territory minimum wage should be determined at & new level of $A6.40 per week;

the increase to take place over a two-year period and the first year to be at
$A5.90 per week:;(b) that (unless otherwise agreed between employer and employee)

an all cash wage be introduced to the Territory in place of the present cash and
kind wage and it was suggested that the implementation of such a cash wage should

"be phased ip over three years; (c¢) thut all workers should be entitled to two
weeks' annual leave and that such leave could under certain circumstances be
cumilative. In addition the Board recommended that sick leave be introduced for
all rural workers on a basis of four days per annum accumulated to 20 working days;
(d) that a wages, income and prices board be established, Such a board should

look into the question of the level of minimum wages and conditions of employment; an
(e) that the agreement system of employment be phased out.

104, In November 1970, a bill granting an interim increase of 50 cents (Australian)
per week in the minimum wage was adopted in the House of Assembly and became
effective from 1 January 1971. In March 1971, extensive amendments to the

Native Employment Ordinance 1958=-19T0 and the Industrial Relations Ordinance
1962-1970 were also adopted by the House of Assembly, The effect of these
amendments was to: (a) establish a Minimum Wages Board for the Territory of
Papua-New Guinea to determine future wage rates; (b) intrcduce into the rural
sector the concept of an all cash wage to be paid to all workers (with appropriate
deductions on agreement between employer and employee); (c) provide a further
incredse in the wage of $A5.90 per week with the proviso that any future increase
be left to the Minimum Wages Board.

105, The Special Representative informed the Trusteeship Council gt its thirty-
eighth session that it was anticipated that a bill introducing a complete new
employment code embodying other acceptable recommendations of the Board would be
introduced in, the House of Assembly later in 1971.

106, During recent years the Territory of Papua New Guinea had had a system

of industrial relations which permitted the development of: (a) a stable

work force, (b) trade unions, and (c) a system of -wage determination which

suited the economy during this particuler era.’ Whilst this system had proved to
be valuable and generally acceptable, the rapid social, political and economic
advances, together with the development of secondary industries in the Territory, had
made it necessary to consider a different approach to the solution of .industrial
problems., Such an approach, in view of the nearness of self-government, had to
be inherently Territory-wide in epplication and had to embody the principles

of responsible participation and involvement of major industrial groups operating
within the framework of the Territory's economy.

107. Following research and discussion by Administration officers, the Ministerial
Member for Labor, Mr. Toua Kapena, had submitted a proposal to the Administrator's
¥xecutive Council in August 1970, seeking approval of the establishment of a

Labor Advisory Couneil, and on 9 September, the AEC had recommended approving

the formation of such a council.

108, The Papua and New Guinea Labor Advisory Council would advise the AEC and

the Government on labour matters generally and on the following matters in
particular:
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(e} 1iethods of improving industrial relations;

(b} Heasures needed to achieve full and efficient use of the Territory's
manpower ;,

{c) ethods of bringing about more rapid localization of the Territory
work-Force at all levels in the private sector, industrial training schemes in
the private sector, incentives and other measures tc achieve this end;

(d) ileasures to improve productivity; and
(e) Trade union development.,

109. The Special Representative also informed the Trusteeship Council that in
addition, the Labor Advisory Council would consider other matters such as changes
in the employment situation and action needed in relation thereto; any additional
measures required to create a better employment placement service; unemployment.
and underemployment and neasures needed to correct such problems; improved labour
mobiliity; measurcs to improve personnel management and practice techniques suited
to the Territeory; particular employment policy problems; technological change;
and the prevention of and protection against industriasl accidents, methods of
improving industrial safety, health and welfare generally.

110. The Labor Advisory Council was consultative and advisory and consisted of

the Ministerial Member for Labor as Chairman, the Secretary for Labour, four trade
union representatives, four employer representatives and up to four other persons
appointed by the Administrator. It was repcrted that in fact 13 members were
named to the Labor Council in addition to the Ministerial Member and the
Secretary for Labour,.

111, A further meazure to assist industrial organization, the Special
Representative said, would be implemented when the Administration established an
independent body to be known as the Bureau of Industrial Relations. It would be
under tripartite guidance and would provide assistance to industrial organization
by acting as an advisory tody when required and by stimulating and encouraging
study o and research into matters affecting industrial relations generally and
industrial organizations in particular., In recognition of the importance of

this venture, the Austrslian Goverrment had agreed to give $A50,000 as an
establishment grant for setting up an office and for commencing initial programmes.

112, A bill to create a work permit scheme in Papua New Guinea has reportediy
been introduced into the House of Assembly. It seeks to restrict the influx of
expatriate workers in certain job categories. Its discussion is supposed to take-
place at the August 1971 meeting of the House,
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