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I. iNTRODUCTION

'I rT'h6 tan^r.+ ^a +La q
-ecretary-General on permanent sovereignty over natural

resources (E/ 5\25 and corr.l and E/51+?5/Add.1) was prepared d.uring the autunn
of 19?3. The report of the Secretary-General on the sane subject, entitl-ed
ttsunmary of views expressed. by Governments at the twenty-eighth session and the
sixbh special session of the General Assemblyrf (E/5rl+9), was prepared in the
spring of l-971+. Both of these reports have been considered by the appropriate
bodies of the United Nations.

2. The present s upplernent ary report is in response to Genera"l As senbly resolution
^- ,- /.,.-,--- \3f71 (XXVIII) of 17 Decenbet 1973, in which the Assenftly requested the Secretary-
General to prepare a supplement to his report on pernanent sovereignty over
natural resources (E/ 5\25 and Colr.1 and E/5\25/Add.1) in the light of the
discussions at tbe fifty-sixth session of the Council and of sJIy other relevant
d.evelopments, and to subnit that suppLenentary repor+- to the General Assenbly at
its twenty-ninth session. fn preparing this supplementary report, the Secretary-
ceneral has also taken into acgount decision 33 (LvU) of 1 August 197\ of the
Economic and Social Cor]ncil at its fifty-seventh session to reaffirm the continuing
iraportance of the question ald to ?etain the item on the agenda and prograIme of
work of the Council and of the Con$ittee on Natural Resources for consideration, as
applop"iate. The present supplementary reporb thus highlights sone maJor recent
d.evelopments and constitutes a part in a series of continuous stud.ies cn t)--e eutject,

If. RECENT DEVEIOPMENfS WITHIN THE UNITED NATIONS SYSTEM

3. Among the relevant recent developnents vithin the United Nations systern on the
question of permanent sovereignty over natural- resources is the preps."ation of a
Charter of Econonic Rights and Duties of States unaler the auspices of the United
Nations Conference on Trade and Development. V Although a number of unresolved
issues renained after the conclusion of the fourth session of tbe working Group on
the Charter of Economic Rights and Duties of States at Mexico City on 29 June 19?L,
including those concerning permanent sovereignty over natural resoulces' atteupts at
resolution of these issues at the fourteenth session of the Trade and Developnent
Board. could resuJ-t in further elucid.ation of the principle of permanent sovereignty.

l+. Another relevant development concerns the resources of the sea, rthich are under
consideration by the Ttrird United. Nations Conference on the I,aw of the Sea. The
issues under discussion incLude not onLy resoulces beyong the linits of nationa.f
Jurisdiction and an appropriate international r6gime to deal- with such resources,
but also the nature and extent of national Jurisdiction i.n such areas as the
territorial- sea, the contiguous zone, the continental shel-f or the excl"usive
econonic zone beyond. the territorial sea with respect to different kinds of natural-

V See Proceedings of the United Nations Conference on Trade and Development,
Thirdl.ssiort
Sales llo.: E.73.II.D.L), paras. 209-215.
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resources. 2/ The conclusions of the Third United Nations Conference on the Lar^r

of the Sea, therefore should be of great importance and- ad.d another dimension to
the consideration of tbe lssue of permanent sovereignty.

5. A furbher relevant development is the completion of the report of the Group
of E:ninent Persons to Study the Tnpact of Multinational Corporations on Development
and on International Rel-ations as wel.J. as the couments of the Secretary-General on
the report. J,/ Many 

"econnendations 
of the Group a"e relevant to the exercise of

permanent sovereignty over naturaL resources since such an exercise frequently
invol-ves these corporations.

6. Some of the najor recormendations of the Group have already been endorsed.
by tbe Economic and. Social Council at its fifby-seventh session, notably the
estab.Iishment of appropriate pernanent machinery to assist the Council in dealing
raith the issue of transnational- corporations, the estabLishnent of an infornation
and. research centre on these corporations and the pronotion of a progranme of
technical- eo-operation ainetl at strengthening the capacity of host cauntries, in
particuLar of devetoping countries, in their dealings with these corporat ions.
Further consideration of the Grouprs recommendations and possible axrargement s vil1
be made by a special intersessional conmittee of the Council which will report to
the Council at its resumed fifty-seventh session (see Economic and Social Council
resolution 1908 (LVII) of 2 August l!Jl+).

4 See uenorand.un by the Se c"etary-General- entitled "Organization of the
second session of the conference and all-ocation of itensrr (A/coNI'.62/BUR/1) .

jl The Tnrna.ct of Muftinational Corpcrations oI1 Developnent and on
=:InternationaJ- Relations (United Nations publication, Sales No.: E.74.1I.A.5).
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I]]. BNCINT DEIEIOP}4BNTS FTLEVANT TO THE EMRCISE
OT' PEFIIANENT SOYIFEIGNTY

'1 . The most conspicuous recent development in the exercise of 1lernsnent
sovereignty over natural resources is the dramatic change in the ownership and
control of these resources in a nr:raber of countries. ftres e changes have' moreover'
been facilitated or reinforced by co-operative arrangements, especially among
developing producing and exporting countries,

B. The successes of the petroleum-exporting countries h ave been spectacular.
Table 1 belo',r s ururari zes the change in ownership and control patterns in the
Organi zation of Petroler:m Exporting Countries (opnC) frorn 1970 to ndd-1974. In
less than half a decad.e, the traditional phenomenon of foreign majority-owned.
or controlled petroler.m facilities has be corne the exception rather tlran the rule
in the OPEC countries.

9. The b"eakthrough ffith 
"espect 

to the participation issue occurred io 19?2. In
an agreement on 5 October ]-972 in New York with five oiI-paoducing countries
(alu nnali (unitea Arab Emirates ), fraq, Kufait, Qatar and Saudi Arabia) the
major internationat oil- companies consented to yie1d, effective ] January 1973'
25 per cent control of their concessions to the producing cor.rntries; that
pe"centage was to rise by stages to a 51 per cent controlling interest in l'983,
and would remain at that leve1 until the expiration of the concession agreenents
(which range from 1993 in Seudi Arabia to 2O1l+ and 2018 in Abu Dhabi). The
producing courtries agreed to pay s omewhat mor:e than the book value of above-ground.
assets accord.ing to an accor:nting formu.la known as I'upclated book value", but
obtained the recognition that rmprod"uce d oi1 rese"ves were national assets not
subject to coupensation.

10. Tn an OPEC neeting later in the sane year' it beca.me apparent, howeve"' that
it was difficult to set uniform standards for all member countTies. A fer'l
cormtries, such as Iraq, has aLready nationa-tized certain oil facilities " 4/
while others had negotiated higher shares of participation. Algeria held
51 per cent, and Nigeria, vhich already had 30 and 35 per cent of some oil
companies, had adopted a four-year plan vhich ca1led for 5L to 55 per cent equity
in all "strategic indus tri es , 5/ In a subsequent meeting of 0PEC at Riad, on

l+/ rire traq Pet"oleu,'n comp any was nationatized on I June 1972. fts two
subsidiaries, the Basrah arrd MosuL Petrol-eum Companies, which produced about
40 per cent of lraqrs oi]. output, ve?e not so affected.

' 5/ at the end of 1971, Nigeria established the Nigerien National 0i1
Corporation, which had a 51. per cent participation option in a nurnber of oi]-
companies in the event of a cormercial oi1 discovery.

A.
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Table 1. Changes in or^mership patterns in the petroleun industry
1n oPEC countries, since 1970

Count ry Changes

AJ.geri a

Iraq

lluva] 1]

Qatar

Saudi Arabie.

100 per cent nationally-ovned Soci6te nationale des
transports des hyd-rocarbures (Sonatraeh) was
established prior to 1970. Algeria took a
!1 per cent share in a.ll French petroLeum companies
in 19?1

100 per cent nationally-or^med Iraq National 0i1
Company was established prior to I97O. Iraq
nationalized the lraq Petroleum Conpany i,n A972

Kuwait took a 60 per cent participation in the Kuwait
OiI Cornpany in l9?4

Lityan Arab Republic The Libyan Arab Republic took a naJority participation
in all naJor foreign oil-producing facilities in 1973

Nigeria acquired 55 per cent participation in a1,
foreign oil-producing affiliates in 1974

Qatar obtained 60 per cent partieipation in Western
oal- cornpan].es i-n 19 (+

Saudi Arabia obtained 60 per cent particilation in
the Arabi an Ameri can Oi1 Company (ARAMCO) in 1971+

United Arab Er'!i rates Abu Dhabi obtained 60 per cent participation in the

Venezuela

Abu Dhabi Petroler:m Company in 1974

Legislation has been published in 1971+ ffith the s.in
of national-izing the petroleum industry

Source: Centre for Development Planning, Projections and Policies,
Departnent of nconomic €rd Social Affairs. United Nations Secretariat,
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26 and 2T October 1972, the Libyan Arab Republic annou.rced that it woufd not
accept tbe dralt agr:eement nep5otiated 1n T,Iew york and demanded a 50 per centpar"tici oation iu-rcediaLely; it also as*ed that the ac.uisition of the 50 per centparticipation be caleulated on the basis of "net book value " and not on I'upd.rted
book value". The Li byan Arab Republic further indicated that it had to have theoption, but not the oblieation, to sell back its 50 per cent of crude oil to ihe
ccnipanies for narketing at a price ha.lf way between tax-paid ccst and postedprrce- b/ 'llhe request by bhe Libyan Arab Fepub-Lic for 50 per cent participation
wase however , rejected by Nelson Blmker Hunt, an independent Anerican oil company,
and on I September 1973, trre Gor.ernnent of the Libyar Arab Republic nationali zed
51 per cent of a-11 the major oi:l_ companies and set up a connrission to deterninethe anoi]nt of compensat'on due.

J.L Ear.].y irr that year, on.22 January 19?3, the Government of Kuwai t signed withthe Krwaii 0i1 Conpany (ICOC) an a€ll:eenent under vhich ir.: acquired 2J per centparticipation rights in Lhe operation Df re conpari '.he part-icioation rights
ffere to rise to 5l per cent of equity by 1982. fhe reluctance of the Kuwait
National Asserably to rati. f! the agreement pronpted the Government to seekrenegotiation. KOc was owned eq'ally ly Britiih p. etroleun and cu1f, and accountedfor 92 per cent of Kuvait ls annual crude oil production, 0n 2p January l9T]+, the
covernmenb of l(ul"raii signed a revised. ugr".r.ot ',,'ith British pet rol-erjm and cur-f ontaking a 60 per cent share in KOC; the iuku-o.r", was ratl fietl, retroactit,e to1 Jsruary 197i+, by KLwait rs Na+-ional Asselfily in l4ay 197)+.

12. Following Kuwaitts lead, eatar renegotiated a participation agreement withits western oil comparries and increased ih. Go,ru"nr.urrt rs stafte in the cor4rani.es'operations fron 25 to 50 per cent, al_so bach-dated to 1 January 19?L, fn
March 197\, Abu Dhabi ryas offered a 60 per cent holding in the oi1-producing
concessions of the bi.g oil companies operating in the corrntry, One nonth later,th! Libran Arab Republic signed a pa,rticipation agreement wilrr lxxol and Mobil 0i1lrnder l"hi ch the Libyan Arab Republic aequired !1 per cent of the conxpanies r l-o cal
c?ud.e petroleum assets. By signing the agreement, EXXON and Mobil Oil thussignified their aeceptance of the nieaslrres a.nnounced by the Government of theLibyan Arab Republic with regard to foreign companies on 1 Septembe r ):g73, Theconpanies vhich did not accept those ueasures were subseqrre...il aationalized. Inthe rneantime, the Government of i{igeria hao:iiarted nego.tiations ,.,ith the najoroi1 companies in the country '.ri th a rri e.,c tc ihe State-ovned Naticnaf Ci1 Corporationtaking up a majority share in reir opi:r.ar,ions. Tn l,{ay 1!J)+, ttre Oove rrlnent ofIiigeria announced tnat an agreeflci r i .i:rciple had been achievedr through whichi.t acquired 55 per cent participajrio,r :,r rxisiing cornpany concessions. In
v€^ne-zuela a bill vas passed by ih" ilo,,,r" of Deputies cailing for nati ona.ri zationof Venezuela!s petroleurn industry. In l,lay 19Tl+, thc Covernment a.ppointed- a

6/ 0n 30 septernber 7972, ti"e rral-ian oil company" Agenzia Oenerale rtalianaPetrol-io (aCff), accepted a request t4r the Libvan Arab Repubu. c for 50-50participation anrl agreed bo the pr:inciple of. the half\ray br4y-back price, but was
€ranted the uldated book ya1ue. under the New york agreement, the buy-back price
was to be Just over quarter-rray betveen tax-paid cosi and posted price.
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cornmission to study plans to accelerate the take-over of ihe oi.I industry; the
tske-over vas originally scheduled. for 1983, but i.b is now expected vithin a year.rn saudi Arabia, an interirn agreenent was reached vith the Arabian American oil
Corpa-ny, in Jr,[re 197)+, whereby the Gove rnment would a.corri r e 60 rrar n,-nt or,rne rshipor the comlanv's concessions and assets . rvue"irJioiJ=;'; ;i";-";iiiur.nt ttobe nade retroactive to January l97)r), inctuaing the ancunt of conpensation to bepaid., were in process during the surnrner of 197[,

13. When al1 these ar"angements have been cotrpleted, tbe najor oil_producing
countries wi.lf have acquired najority or conplete control or ownership ofrrirtually a1I their petroleum resources,

1l+' conconitant with the gains in contror or ovnership of petroleum resources
by the expolting countries have been significant increases in the share of benefitsaccruing to the sar* count'ies, The postal prices of 'bench-nark" oir rose inrapid succession from $f.BO per barrel at th-e neginning of 1971 io $1t.65 per
b-arre1,13 froro 1 Januaty f9T\. T/ OpEC o:'_ 1 revenues are exlected io rise fron
about $24,000 rnillion in 1973 to about $TOO,OOO rnillion in 1975,
Revenues derived from participation in the operating companies are estimated to
Lrave risen froln about 10 cents per barrel early in L9T3 to about T0 cents in thelast quarter of the year. 8/ These developmenis have inevitably irnportantimptications for the econonic future of thi producing countries as wef] as forthe rest of the wor1d.

B"

15. The agreement by the najor bauxite-eq)orting countries, in a conference at
Conehry, Guinea, frolo 5 to B March 19?l+, to establish the International Bauxite
Associ.ation 9/ cart a1:, least be partiauy attributed to the denonstration efiectof OPEC. The i.dea of an internationa-l bauxite association is, of course, not ner.It was af ready suggested in the context of the negotiations betveen Guyana and
Alcan Aluminium Lindted (Alcan) regarrling the nationali zation of the latter's
assets in Grqlana, ?hese negotiations, which began at the end of 1970, 1ed tothe nationali zation of the Denarara Bauxite Conpany (Denla), the subsidiary of

L/ irWorld economic survey, 1973: part two. CLlrrent(n/l{et and Add.1-3), pp. I-t"g'(to l. ii"""a ." a unlteal
o/ _LUro., ]]p. r-4).

econorii c developnents "
T{rf' i rn c rrrhl r'a.+.i-.-l

. 9/ The cona-hry confe?errce was attendeci by ].er res entati ves of Australia"
Grringa, Guyana, Jarrai ca, Sierra leone, f]urina"n and y,,gos_Larri*, who also becamethe founding menbers of the Associai,ion. Algeria, Ghana, lhli ald the United
Republic of Cameroon sent obse"vers, ?he lorain:.ta:l Rerubl}c anno-lnced at the
beginning of August .f9TL, tnat it r,roulC se--{ n.-,:: rers:rip i I t...- rs-ocialiorr. hearticles of the agreenent are contained in "Finat act of the internaticna.-:
conference of bauxite-producing countries, Conakry, l.{arctr 1974 (ninecgremhea).
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Alcan 1n Gq;ana, in July 1971. Despite the hi ghly integrated nature of the
industry, the new State-ovned Gr4panes e bauxite enterpriseu the Guyana Sauxite
Company (Cr-rylau), was abl"e to overcome various difficul-ties l-0/ of the imnediate
post-nationali zati on period. fn Jamai ca, r^rhi ch is the second largesi bauxite
exporter (after Austral-ia) and supplies over half of the bauxite imports of the
iJleited States, the ne\"rl,y elected Covernment, in October 1973, informed the bauxite
and alunina enterprises operating in the courtry ry/ tUat it intended to open
negotiations on a nmber of iterns vital to it. 0n 15 March 1974, the Prime
l4inister of Jamaica rnet vith the chief executives of the conpanies in question
to explain the thinking underlying the Governnent ls proposal and "the Covenrment rs

desire to l'rork out a nev structu"e of partnership vith the conpanies that l^rou1d
be vi able for at least one generation". V! Formal negotiations betl'een Jamai ca
and. the conpanies begar cn fB l,{arch 197L and continued untit 1l+ May 1974.

16" The Government of Jamar'ca r,rrt fi wc hncia nr9p6s3ls before the conpanies: 13/

(a) The formula for revenue shoufd be linked, not as has customarily been
the case, to the price of the raw material, but to the price of the finished
prod-uct ( al'arnini uro) :

(U) Means should be found to increase the contributions nade by Janaicars
bauxite and al-Linina exports to its balance of payx0ents;

(c) A11 lands currently ol,med by the companies should revert to ttre
Government so that the control of surface rights },rou-1d return into Jamaican hands j

(a) ?he Government shou.ld re-acquire control of the bauxite ore;

(e) National participation in the ovnersh.ip df the bauxiie and alumina
operations in Jamaica shouLd be neqotiated.

I0/ the Chai rman of 0uybau fisted. ejght majcr probfems fa.ced by the enterprise
in shiftjng to an i ndependent bauxi te,/a}.uuina operation: staffing and organization;
produc-tion; mainterrance of eqrripnent; rnaintailing stock levelsi finance; persorure]
adninistration and ind.ustriai refations; marketing; and shipping. Some of these
problens r.rere solved by contracting United States-based. rnarketing and purchasing
sgencj.es; the agreements with both agencies alsc provided for tlaining of personnel
in the marketing and purchasing areas ( Gr4lbau " 4g3_qgL_Ippq$-, f972) .

11/ These conpanies are thc following: Alcan Aluninium Lirnited (Afcan);
A-L.:ninur Company of America (.qtcoa) ; Kaiser !-hurinum and Cherri caf Coq)oration;
Revere Copper and Brass Conpany; Reynolds lletais Corapany, ancl Alunrina Pa"tners
(a consorbiun of Kaisey, Reynol_ ds and Anaconda) .

12/ Stabernent by the Prime Minister before the Ps.rlianent of Jamaica on
current bauxite negotiatr'.ons, 1! May 1!f)+,

Idem.
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17. The negotiations, held from lB l4arch to 1[ i4ay 19?l+, focused on the first
of these proposals. Since no satisfactory agreement had been reached, the
Parli ament of Jamaica, on 1! Ir4ay 197\, enacted a bi1l, retroacti\,'e to 1 January 19?1+"
containing the formuLa for royalty and production levies originally suggested.
by the Governnent. The formula for new production levies on bauxite nined for
export and for local processing jnto afunina is a pereentage based on the price af
alumini um ingot as deterrnineC by the weiphted average of certified realized prices
as published i-n the 10-K annual reports filed by the Aludnrm Con4rany of America
(Alcoa), the Kaiser Aluninrm and Chemi ca.I Corporation (iCaiser) and the Reynolds
Metals Conpany ( ReynoLds ) in accorclance vitri ine Securities anil Exchange Act of
the united states, in which companies must make a fu1l disclosure of a1l relevant
financia.l infornation coneerning their operations. / The va-lue of the levy
per ton of bauxite is s chedul-ed to rise fTom 7.5 per cent of the rea^lized price
on shipments of primary alurninir:n in the last three rnonths of the fisca.l year
1973/74 and the fiscat year a97\/75 to 8.0 per eent in r97j/76 and 8.5 per cent
Ln a976/77. If pri.ce controls were reinposed in the United States, the price of
aluninium ingot irould be detentrined tlr an average of prices in the free narkets of
naJor industrial- countries in Europe and Japan. In addition, the roya.fty payable
on botb bauxite eq)orted. and proceesed \^'i11 be cafculated at a flat rate of
$J 0.50 per ton. fn order to secure some stabilitv in Governnent revenues.
uinimun levels of pr oductio.t are to be established'for each company,

18. Although the international al-uminium conpanies have accepted the need for
redefining rel-ationships ffith the Govemment of Jaroaica and providing substantial-1y
higher revenues from bauxite for the Covernment. the:r have eonsidered- the increase
in the tobal paynents, fron about $a5 rniffion a year under the previous r6girae
to at least $f5O nrittion in the current year, as excessive. 15,/

19. Three of the conpanies involved - Al-coa, Kaiser and Reynolds - claimed that
the unilabera"l rteasures introduced by the Government of Jamaica l,/ere at variance
wj-th the terns of the respective contracts and b&ve requested arbitration of their
dispute with the Governnent of Jamai ca by the lnte1Yrational centel for settlenent
of Investnent Disputes in accordance vith article 36, paragraph (3), of the
Convention on the Settlement of Investment Disr:utes Betreeen States and National-s
of Other States. t6/ After the Center had registered the arbitration requests 

"Jamaica. notified the Center that any of i.ts invesiment disputes directly related
to natural Tesources shoul-d not be subiect to the iurisdjction of the Center.

f4,/ The Government ts decision to link the formu-l a for nelr production levies
to the price of aluninium ingot is based on the viev that prinary alurrini u-cr is
the most rel-iab1e iten for that purpose, because it is the stage at r,rhi ch the
largest free maxket for ary bauxite products exists, even though this free narket
is small in reLation to total- production. There is virtually no free narket for
bauxite.

15/ See rtBackground statement on Janai can C,overnment revenue propos alstt
presented ty North Anerican alurni niurn producers with operations in Janaica,
16 May 197)+.

15/ Unitea l$ations ! Treaty Series "-,ro].. 575,1,Io. I:8359, p. 159"
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20' Although the Jamaican initiative is largely national in scope, new solidarityof the bauxite-exporting countries is essential for its ]-ong-term success.
Alreaty, there are s oare indications that the Jamaican nodel is being emulated.
rn July 1971+, the Governrnent of Guyana denanded the acceptance of the ncveL fornula
of linkine t"evenlrc io 1-hc nri .a ^f f.i n; chaa r^^^:* b__*s in its negotiations vithlieynolds,.I/ Sinilarly, bhe Dornini can Republic - which also had initiated, inApri] 19?\, nego biations with Alcoa, the Jumlni nr,r conpany exploiting its bauxite
Teserves - demard.ed "jr:st cornpensation sinilar to that currently being paid. in
Jamai,ca...,". .18/ In an effort to strengthen the long-terrn bargaining position,
the Caribbean bauxite-producing countries have also initiated co-operation in
establishing sraelting facilities in their terri.tories. The prine Mrinisters ot
Guya,na, Janaica and T'inidad and Tobago agreed, in June fgTI+, to construct tr.ro
alun:'.ni un smelters. The first sme.lter, vith a-capacity of 200,000 tons of
aluniniurn, is to be built (beginnire in 19?6) at point Lisas in southern Trinidad,
The second smelter, with the s ame capacity, is to be bui1t, beginning in l9?E,in Guyana.

2r, llurther developments in this area are likeLy to involve the next phase of
negotiations betr,reen the Governmeni, of Jamaica and the international .lu*i.ri,-
companies on land ovnership and equi i;y partieipation.

C. EgSgqt a.""f.p*"ts i" .tt",
22. In addition to petroleum and. bauxite, co-operation among the major copper-
eq)orting countries - nane ly Chi1e, peru, Zaire and. Zanbi a - is taking place inthe organizatlon of the rntergovernmental council of copper-exporting c-untries(CIFEC)' founded in 1967' The individuaL rnernber cor,rntries had been very successfulin establishing control- over their natural resources. until trre rnid-L96os, a"ll-of their copper-production facil"ities had been who11y-ovaed subsidiaries ofintemational corper conpanies. Zaire was the fifst of the four countries ro
nationalize ' in l'966-l*967, the copper facilities focated in its territory and
ot+ned. by Union MiniEre d.u ilaute Katanga, a)/
23, Zambia noved i.n the s anxe itirection when it requested, in ]1969, participation
in the t"ro major fo"eign copper companies operating in the country, A settlenent

J''l / Tlne Covernnent a16o expects to gain najority larticipation in
Beynolds' facility in Guyana by the end of LgT\.

1,{/ Statement of the Doninican Republic Bauxite Conmission, 8 July l9?+,
The Doninican Republi c is also seeking alumina production in the country,
Negotiations l'iih Alcoa bToke down on B July l-97l+, whereupon the next aay a bil-l
was introd'rced and unanimously adopted in the Dorainican Lower House which redefined
the revenue-re ference-pri ce according to the Jam'i can mode1. surinam, reportedry,
has scheduled negctiations vith Alcoa (the a1n international- aluminiun corEpany
operating on its territory), to begin in August 19Th.

19/ A compensation agreement was reached with the conpany ir 1969.
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was reached in 
'rhich the Government recei.red - against conpensation - !1 per centparticipationl the previous ov €rs r however, coniinued tc i'ec-tivery larticipatein the new enterprises through sales and mana€lement contracts, When thesearranger.ents appeared to have vested effective control of the ente4)rises in theminority sharehold.ers, especially because of their veto power 

".gur;irrg,r,Jo.management decisions " the Government of Zarrlbia, on 31 I{a} 1973 " tno,:nJed. furthe}reforms designed' to achieve greater invorverneni in the rnanagement of the n.ining
]"1""-y_ thr-:ueh, intqr a1ia, the abolition of slecial privileges previousty
enjoyed- by the conparies a^c1 the estabrishrnent of a governneni-o"rr-u d 

"opp.r-roarketing conpary, A substantia.f part of bhe subsequent negotiations r,rith theconpalies regarding the implementalion or this p rogramme was successfurly concludedearly in 19?1+. The Government of zambia is coniinuing the further nZambiani 
z ation,,of the copper industry, especially as regards the enp]-oyrnent of nationals.

d+" In Chile" the covernr,ent obtained, beginning ir, 196T " naJority control inthe major (Uni.tea States-based) 
"opp." 

'ori.rJ" --io"ut.a 
in its territory, a processcompleted in f971 when the covernrient nationa-lized. all large-scale copper-rdningcompanies ' Although the nev Gcvernnen b reversed some of the prerri ous policiesconcerning certain sectols, it did not d.enati onali ze the copper rnines, but, rather,paid conrpensation in those cases w.here this had not al,ready been done "

25. Finally, when Peru nationalized, after fruitJ-ess negotiations, the assetsof one of its na.jor (Unitea S-Lates-based) copper conpanies on f January :lg,Tl1 , ZO/all- maJor copper'-e4porting countries trae est-aitished nationaf control o".r'ti*#natural ?esou?ces,

19, .a":: sr-rccess ful , hoveve? e vere several attenpts of CIPEC to controlfluctuations of copper-narket prices. The member countries could not agree on theestabLishnent and financing of a buffer-stock. rn the wa.ke of the success ot.OPEC, the neeting of the CfpEC members at lusaka, Zambi-a, in June lpJl+, was awaited\tith sone expectations. At the €nd of the neeting, however, nc announcenentregarding a floor price was nade, although the final .onm,rniqu6 stated that thernenber co,ntries had decided. to co*rleteiy co-ordinate ttre pJlicy to be followedin the world copper narket. fn addition, CIPEC decided., in- principle, to ad:d tothex copper-producing nations either as fu_ll or associated. members.

27. A significant d.evelopment in connexion r.ith the Lusaka rneeting is thepossibility of co-operation among prnducers, associations. such co-operation naybecome very inportant and-necessary since a number of ninerals _ parti cui_arly
a'r urini rtr, coppe' a.rd stainless stlel - are substitutes for each other. rn thissituation" paralIel strategies bet-w-een producers' a.ssociations nay be essentialto forestall consurner defection into suistitutes. Apparently, the countries inquestion are well aware of these possibilities: present at the Cfpnc meetins at

20/ The United States compa.ny, Cerro Cr:rpora;t,ion " vas compensatetL aspart of a lurnp-s um settlement negotiated be';rveen time Gcvernments of peru sncl theUnited States of America in lebriary t!7)+,
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Lus aka were delegations of members of the Organi zations of ?etroleum Eq)orting
Courtries, zt/ t:he International Bauxite Association and an inforrnal grouping of
iron-ore lroducers. Furthernore, the annolulcement issued at the end of the
neeting stated that it had been decided that there shonld be increased and
improved co-ordination with other interrrational producers I associations.

28. Tt is noteworthy that most of tite recent co-operative effof,ts in the nineral-s
i nrra l rro n F^,lrr-a?c ?o+L a v**..,-.'than producers and cons umers as in the case of verious
international tin agreements and other post-war international connodi ty agreenents.
At the same tinne 1 the interests of the consuners, especial"fy those of the
d.eveloping cor.rntries, must be taken into account, as is ercplicitly stated by the
lnternational Bauxite Association.

29" Although prerrious efforts of major mercury prod.ucers to form an OPEC-1ike
organization have met vith repeated failure, the maJor producers decided' on
L7 I'Iay 1914, to group thensel-ves in a forna.L producers' associationl at the s ane
time they raised the price of flercury by lrore than 25 per cent. Leaders i.n the
effort to conLrol rnerc:lry prices are rtaly and Spain (vhich have been attempting
co-operation in production and price decisions since before the Second World War),
Algeria, l'{exico, Turkey and Yugoslavia. Ttrey are also menbers of the new producers'
association, controlling a total of 83 per eent of market econonst mercury production.
Canada sent an observer to bhe May 1971+ neeting. China and the Union of Soviet
Socialist iepublics have been invited to join, but so far have refrained fTom
doing so.

D'a!@
30" Concern about sovereignty over natural resources is not limited to developing
ccuntries. Recent legislation in such countries as Austre"lia and Canada indicates
a sinilar d.esire to re-exanine the existing pattern of exploitation of natural
?esoulces and the relationship with foreign companies. fn Australia ' the llouse
of Representatives and the Senate" in the first joint session in the nationrs
history, passed, at the beginning of August 19?)+" the Petrofeum and Minerals
Authority AcL, 7973" 22/ Tn the debates leading to the adoption of this Act' the
Australian l{inlster foi }lineral,s af,td Energr described the function of this
Authority as to er;r1ore and to develop Australian petroleum and ninera]. resources
and to assist in implernenting the Government ts policies of pronoting Australian
ovnershiE and control of its natural resources and resource ind.ustries. 23/ In

2l/ The sionir.icanco .,f rh6 ncrfi^inAri.,n ^f O?EC is not so much fron the point
:a/ rrr!

of view of substitution but, rather, that it'crjeht indi cate the possibility that
OPXC, or sone of its individual merbers, rlray actively and financiall,y suppolt
producers I associations composed nainly of developing countries.

22/ fu. Act is, ho'wever, being challenged in the courts of several Australi an
States.

23/ Australian L{inister foa I'4inera1s and Enerry, ? Augus t 197\, Australi arr
Par]-ia,aent. Joint Hor]se debate.
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addition, Australie rs Parli a^ment considered, in August ll97)+, a new bill ained at
strengthening the powe rs of the Austral.ian fndustry Development Corporation with
respect to forei€n take-over of donestic enterprises, ard the Government has
proposed. the establishnent of a national- investnent firrld associated. with the
Corporation,

3f. The purf)ose of the Canada Development Corporation is sinilar to the
Australian counterpart. That Corporation nad.e a substantial investnent in 19?3
.to gain a controlling interest in the United States-based company, Texas Culf,
which has consid.erable investments in naturaL resources in canacla. canada al-so
enacted a 1av on foreign direct investment, regulating, in particul_aa, t a.lie -overs
and. established. nachinery for rerrier,z and. screening of foreign investnent. 2V

3?, Even in an ind.ustrial coultrSr such as the United Kingdorn of cleat Sritain
and Northern Ireland, where natura] resou?ces developnent is less inportant, new
measures have been adopted wi th respect to certai.n key resources. Thus a White
Paper presented to the united Kingdon parlianent on LL July l9?4 ty the secretary
of state for Enerry, concerning the exploitation of oi1 6nal gas resources in the
North sea and celtic sea nos t1y by foreign enterprises, outli$es meas ures alesigned
"to secure a fairer share of grofits for the nation and. to narirnize the gain to
the balence of paynents .". |*il to assert greater pubfic control ... to s afeguard.
the national interest in an inportant resource vhich belongs to the nation". 25/
To actrieve these obJectives, the Ifhite Paper suggests that the Governnent of the
United. Kingdom should take the foJ,lowing action;

(g) Iq)ose an ad.ditionaJ- tax on the enterprises r profits fron the
e4ploitation of the continent€J_ shelf;

(!.) L,ealre, in a1l- future licenees, an option for the Covernment to take
over a eaJority participation in all fields &iscovered undef those licences;

(S.) Aspire naJority State parbicipation in the existing licences fo"
connercial fields si.nce it rrprovides the best means for the nation to share full_y
in the benefits of North Sea oi1 ,.."; under this systen, ttre Government would
contribute its sha:re of the costs, ineluding past costs;

(qt Sstablish a British NationaJ- Oil" Co4)oration through which the Covernnent
wou-Ld exercise its participation rigtrts;

(g) Subnit physieal production and pipeLines to covernnent control.

24l See Canad.a cazette, Part II , tOB (2T March t97h).
25/ Blitish fnfo rmation Serrrices, ,'United Kingttom off-shole oil end gas

policy, Text of tbe White Paper presented to padiament on l.L JuLy 1971+ by the
Secretary of State for Enerrylr, ?ress Rel-ease No. 16, 11 Ju_fy l!Jl+, New york,
p, 2.
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33. fhe above approaeh is renarkably similar to that pioneered by the naior
developing oil-producing corutries. Tndeed, the htrite Paper states explicitly
that "the oil conpanies are fuIly aware that the present system could not
continue".26/

3Lt, Despite the emerging trends that the foregoing and often spectacu-lar cases
appear to suggest, there is no r:niversai trend towards a closed-door polic-rr or
antipathy tol{aTds all foreign enterprises in developing a nationrs nat ura]- resources.
In the centralfy planned econornies, such as the USSR, arfangements with Western
enterprises for joint exploitation of ra1^r naterials or their derivatives, ineluding
the supply of technical know-how, the training of personnel , and finance, have
rultiplied in recent years. Many of these arrangements o as shom in table 2 below'
involve the joint exploitation of such natural resources as copper, iron ore,
timber, petroleum, coal and natural gas deposits

35. Vl"hile these projects invol-ve a special kind of contractual relationship
(non-equittr joint ventures and export of products for repayment of credit),
seveaal Eastern European countries have passed legislation which allovs joint
ventures based on equi ty participation, though nostly limited to rninority interest
and the manufacturing sector. 27/ Ttrese developnents suggest that appropriate

2J!/ rbid.., p. ?.
2l/ Tn Yugoslavia, foreign rninority participation was permitted as early as

!967', tine refevant legislation was later amended to allow najority participation
in exceptional cases. By the beginning of 197!, 95 Joint venture agreements had
been concluded. between Yugoslavia and foreign firns; the total anount involved
aoounted to $85? ni]-lion, of whi ch $t5O miffion xepresented investment by foreign
enterprises.

Anong the Easterrr European countries, Romania passed joint venture legislation
in L9Tf and clarified the 1ega.l and financial position of nixed enterprises i.n al
executive order, Decree No. 424, in the following year. Al-though only a few
ventures have so far been set up rrnder the new 1aw, potential investors are being
assisted to identi fY projects, fn Hungary, a lega1 basis for foreign capital
participation vas provided by decrees in l-970 and 1972. f. Pol-and, regulations
are being considered to al1ov foreign equitiy participation on the basis of Polish
naJority control, with provisions for shared danagement responsibili ties and
repatriation of earnings.

For a description of industi-iq.l ... -cperation agreements (including that in
extractive industries), between ceni..',rjli' planned econonies and. developing countries,
see Implenentation of the Internationat Deve].opmenir ry_fates/. Pape/s for the Fi
0ver-a11 Review and Appraisal of Progress during t' : Second United Nations
Devel,opnent Decade, Vofune fI (United Nations publication, Sales No.: E.73.II.A.3),
page 132. These projects include ferrous ores and oil. More recently, a USSR-
Grri nea bauxite project is reported to be alnost completed. Sone of the Joint
ventures are who1ly or"ryred by compa.nies of centrally planned. econorlies, See al-so
United Nations Conference on Trade and Deyelopnent, ttMa;or issues in transfer of
technolo&r to developing countries. A case study of Hrurgary " (TD/B/AC.11/18),
15 May 1974.

t.'.
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safeguards are possible" or consj.dered ad.equate, against any infringements on
permanent sovereignty and that nuttinational corporations are adaptab1e to various
circunstances arld conalitions,

36, The investnent of funds from the petroleum-producing countries in other
developing countries, apart from d.onations, would l-ikewise enhance interest on
the part of the former concerning treatment of investment by the latter.

37. The attitude towards foreign exploitation of natu?al resources thus depends
not onl-y on the desile, or lack of desire, to make use of foreign enterprises for
the purposes of development but al-so on the perception of the nation on its
ability to maintain permarent sovereignty over natula]. resources.

38. In a nr:rnber of countries, such as Burna and Erypt, 'where the role of private
foreign investors has been eclipsed or not been inportant, a re-examination
appears to be in pxocess. fn Decembef 1973, the Government of Buma annour:ced
that compensation irould be paid to Burnese-o\,med and. foreign-omed concerns
nationalized since 1963" In l4ay 19Tl+, the coveryrnent annormced. that it was to
aFard ser]rice contracts to three forei gn groups for off-shore oi1 exploration.
fn Eglrpt, the new stance towards foreign private inves tment was signafled by a
ne.I{ investment law in 1!J4. In Jr.rne 197\, Erypt signed a bilat,eral investment-
guaranty agreenlent with the United States and a Joint Egypt-United States corinission
was set up to d.eal- vith outstanding ctaims resulting from previous national-izations.

39. fhese recent developnents do not, of course, indicate that there is a new
trend towards laissez-faire resarding foreiqn exDl-oitation of natural resourees,
Virbually aff covelnnelts -ire ionceried aboit tne contribution to national
developnent and. possible problens of the activities of foreign enterprises.
These developnents do ind.i.cate, however n that as nations gain in s el"f-con fi dence
in the nanagement of their own affairs and in their capacity to deal- vith foreign
enterprises, the various options snd alterxratives are seriously exa.rnine d snd
re-exarnined to suit the larti cular development objectives and conditions at hand..
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ANI!NX

file of recent cases of nationalization or t
f ent

1. Despite the growing importance of the exercise of permanent sovereignry over
natural resources in recent years, a,/ there exists no systematic doctrmentation of
nat:tlonalization or take-over of for-gn enterprises on a wor1d.-wide basis. yet,
such an event is almost always suffieiently noteworthy to be recorded in official
or trnofficial reports of one sort or another. While the amount of detail containedin the various sources is er<trernely uneven, some of the main characteristics can
be revealed by a careful survey and analysis of the existing record.

2. A compilation of occurrences of nationalization or take-over of foreign
enterprises from mrmerous published and unpublished rnateriars (see table I belovfor a List of naJor sources) yields an inventory of B?5 cases in 62 countries
between 1960 and mid-1971+. b/ Iitreile this em.rmeration is by no means comp.rete
because not all possibre sources have been exhausted and a mmber of minor
occurrences have probably e]'uded public recor.ding, the coverage is sufficiently
comprehensive to indicate significant patterns and trends. Afthough a compalable
study foI' years prior to 1950 has not been made, nationalization or take-over cases
other than those in the centrafly planned econonies have been relatively tew. g/

3' Table 1 bel-ov shor^'s c l-earIy that among the 62 countries where there has been
at least one case of nationarization or take-ove" of foreign ente"prises, the
najority had only a few cases, while a snall- numbel of countries had a large nu0ber
of cases d.uring the period under consideration. As a result, 60 per cent of the
countries (with 5 or less cases each) accounted. for only one tenth of the cases.
while 15 per cent of the countries (r.rith 3f or raore casls each) accounted for over
two thirds of al-l cases. The above reflects the fact that Telatively fev countries
carried out comprehensive prograrnrnes of nat ional-i zation or take-over of foreian

a/ See "Nat ionali zat ion or take-over of foreign enterpri.ses: a selected
bibliography" (sr /rrz/ ZS) .

E/ Fieures for th€ value of investment affected are generally not availabl-e.
Fox the cases involving United States investors. whietr accounted for one fourth of
au the cases " it is estirnated that the book vaiue a.rtrounted. to $3.5-$l+.5 thousandmillion for the period 1960 to end-19?3, For about 10 per cent of the cases"prinarily involving chile and rndonesia" the assets were later reverted. to the
fo?eign enterprises.

c/ The main cases included Mexico prior io the Second World War; Tran, lp!0 to
1,952; India, 1956; and Egypt. begj nning in t'ce same year.
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TabLe 1. Natlohalfuetion or t€,ke-over of foreigr enterprlBes,
by country, 1960 to dld-l9?lr

(Nunbe! and percentage )

NuDbe! of cases

Iteu lotal 6- ro 2L-25 26-to ,l or nore16-2o

Countri-eg

Nunber.
Percehtage

lgtss
NDDbel . .
Percent€ge

t
5

slr
6

6e
7\

17
6o

of
10

loo

at)
f00

10

o1

@
27

1J

Burus,Abu thabi (Untted
Arab hLretes )

Banglade6h
Bolivia
Brazil
Central Afrlcan

Republic

Chad
Colcd[bia.
Costa Rico,
Xe}|oney
Debocretic YeDen

Ecuedor
lji ilalvaoor
Gebon
Ge]nbIa
Guateuala

Guinea
Gllyena
H&iti
I!an
Kenya

Khrde! RepubLic
Kulfait
l,€banon
Llberla
Meda€ascar

Ne!al,
Patri st€,n
Ib,na,na

qP.tar

Saudi Alabla
8eIIega]
Sra,zlland
Sl.rlan Areb

Repubfic
!ogo

Trinided and
fobago

Venezuela

l{aL8a'i Congo
!'fal"aysia Ghana
lGxico lTaq
ldorocco Sordaua
Sierra Leone Zeire

Libyan Arab
Republic

Algetia
un lJ"e
Dgrpt
.Lnol&
Indonesia

Srl lanka
Sudalr
Uga.nda
Unlted Re?ubLic

of lanzania
Zsrdbl6

Argentina
Nlgerla
Peflr

SoEce I Centre for Developnent Plannln8, ProJectlons arrd Po1icie6, Departnent of Econonlc alld Socia1 Aff&1rs'
Unitei-MElons secretarlat, besed on the fouor.lng sources: syateDatlcal\v exa.bitred s€re th9.4!E!93-89!33I9!
Bulletin (Exeter, United Kinedon, I954-I9?! ), the"Asia n"u""""i-i"Lr"iio firns;po"", 19?o-I9?l+)=;A'-the Ara:o Bgf94
fid-EE66ra (Lond;n, 1966-19?[1. fte lrriqqr] o19ry@ (New Delhi), the Asian Becold

6ultr]"e@nt€,rY 6ouiace g.

othe" generaL sources consulteal flere studles by tbe O!.8anlsatlon for EcoqoDic co-opelation and DevelolEent;
Grsat 1,, Reuber n'ith H. Clookeu. M. herson and G, Callsic-Harohno'
(orfod, Clatendon Pfess, 19?r)i Buslness ItrtelBatlonal I4c,,
(I{e{ York); Geolge M, tnaran, Erllgp4qllq! 9{ q.S

(Source contitrued olt follovlng p6€e )
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Source to table L (continued)

9ompanies in Peru. Bolivia antt Chil-e (New york, praeger, 19?l+); Anir Rafat,
"Expropriation of the private property of aliens in recent international }av: Tran,

Business Abroad fron 1914 to l_ dge, Mass . , I{arvard versity
1Pl4); Ralph B, Lake and d. R. Reitserna. "The Iraoi nationalization of the f"aq

private foreign
investments". The Denver J of Tnternational Law ard Policy, vo1. 2 ( autrum,
LgTz), pp. t69-1 ; Dolph Warren Zink, The ks fo" Multinational

se in De Countries " With a Case ^f 
Pp?rr { I\Icw Ynrlr Prgecer

ted soverei.gnty over natulal resources: report of
the Secretary-Genera1", 1972 a.nd f9T3 G/1]?O and. E/ 5l+25 and Corr.f and
E/51+25/Add,L); J, Frederick Truitt, Expropriation of private Foreign fnvescmenl,
fnternational Business Research Series No. 3 (3loonington, fndiana University, 197)+)
and a suumary articl,e by the s ane author entitled t'Expropriation of foreign
investment: sutrmary of the post-World War ff experience of American and British
investors in the Less d.eveloped. cormtri.es'r- Journaf of Internationaf Business
Studies, vol. l- ( autunn, t9T-O), pp, zt-3\.' ffitton
on l4 cases of nationali zation, l+O of thexc involving interests of the United
Kinedou.

Infornation involving changes of ovnership of United States conmercisl
i.nterests ab"oad were prinarily obtained fron I'rederick c. Dutton, Assistant
Secretary of State, I'Letter to Senator J. W. Fulbright, vith attachment, Major
instances of expropriation of property belonging to U.S. nationals since WorLd
War II",.appendix 1rlo. B, in United States CongrJss, Senate, The Foreign Assistance
Act of'!962, Senate report to accompany s.Z9g6, 87ifr Congres;;-Ana s"s;Jon, l,tGZ;-
United States Congress, House, Conmittee on tr'oreign Affairs, Expropriation of
Auerican-ovned. Property by Foreign Governnents in the Twentieth Century
(Washington, D.C irin,
"Expropriation by Peru of the International- Petroleum Comps.ny: a backgror.md study
of the legaI issues, politica]. considerations, and possibfe consequences of the
conttoversy", Washington, D.C., Iibrary of Cong?ess, Legislative Reference Service,
26 March 1969 (mirneographed); United. States Department of State, Bureau of
Intell"igence snd Research, 'rNat ional izat ion, expropriation, and other takings of
United. States and certain foreign property since 1960" (FECS - 1)+), 30 Novenrber 1!p
(nimeographed.) ; United States Department of State, Bureau of fntelligence aJId
Research, "Disputes involving United States foreign direct investnent:
Jul-y 1, 1971, through July 31, 1973" (RECS - 6),28 February 197).+ (nimeographed);
the latter two stud.ies claim to be vj. rtually complete with respect to projeets in
which United States enterprises held a najority interest. Usefuf data are also
contained in Overseas Pri.vate Investment Corpofation, "Insurance clainsr exlrerienee
to d.ate: OPIC and its pred.ecessor agency", OpfC press Release, TS/291
(Washington, D.C,, U.S. covernment Printing office, 1973); United States Congress,

PetroLeum Company: inplications for the international ]-aw of expropriation",
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Sourc" to table t (continued)

Ilouse, Committee on I'oreign Affairs, The 0verseas Pri.vate lnvestnent corporalion:
A-9:iUgel-AnglfEfe (Washington, D.C.' U"S. Oovernment Printing Office, 1973);
United States Congress, House, Conmittee on Foreign Affalrs, Subconmittee on
foreign Economic Policy" Overseas Private Investnent Corpilration: Hearines
(l{ashington, D.C., U.S. Government Printing gffice, 1973); United States Congress'
Serrate, Connittee on Foreign Relations, Subconnittee on ltultinational Corporations 'Multinational Corporations and United Stateg Foreien Policy: Hearings ( l,/ashington '
D,C., U.S. covernment ?rinting Office, 1973) ' part 3.

unpublished materjal r.ras made available from a study of The wharton schoof'
University or Pennsylvania, Franklin R. Foot, Director, on significant
nationali zations of United States-omed foreign direct investments between the
Iirst liorld War and the end of 1965. The data are reported in J' Sarnowski 't'A listing of the significant expropriations of American-owned foreign
investments since trlorfd War I'r (unr:ublished M'B'-A.. thesis, University of
Pennsylvania,, The idharton gchool, f'ebruary t966); a write-up on the basis of this
material- is j.n frankl-in R. Root, t'The expropriation experience of American
conpanies", !}:jg99-E--U9Ii-?9SE-, April 1p68. Material was also available from a
recent study on nutionafi"itions betrreen the end of the Second World War and
August 19?1r "The effects of expropriations on the terms of trade of initiating
counbrles: research on instarrces of expropri at ions " , data collected in 1971 by
Noraan Mintz vithin the frane\^'ork of a proJect entitled. "The multinational firm
in the United States and rrorld economies", Fobert G. Havkins, Director, Graduat e

School of Business Adninistration" New York University, New York. This study
also nade a liroited effort to bring up to date the data through I9T2 to \973 ' A

rr"pl.irninanr analrrqiq .'f the results has been undertsken by
llichael J. Provissiero, t'Project analysis: study of nationali zati ons and other
tahings of U.S. properties overseas", New York University, Finance Department '
26 June I9?l* ( mineographed ) .

Tn rnany ca.ses, the original sources did not report the name of the parent
enterprise and consequently that of the llone country of the foreign affiliates
invol ved in nranges in or'rrerqhin- Tn l-,hese instances' the follor'ring publications
,"rere consultecl ; J. L. Anqel (comp.), Directorv of Anerican lirms Opgr?tinA in
Forej-sn CounLriee, fll. ea. (Nev York, World Trade Academy Press' 19b9);
rrlTl no=r.irr .na co. (conp.), Who Or"rns l,hon' A Directorv of Parent ' Asqociate and

subsidiarv conpanies ' ]r-orin At;il; .ditio"Jg?J; united Kingdom edition' 19?3;
C..rtr"""t"l -.ditl.\ 1973; Australia and Far East edition, 1973 (London, Boskill
arrd co. " I9T3); and Banker Reseasch Unit, who c*ns trihora in world Bankine, 1973-\
(i,orr-ir:- trr..:c:i:-L rines, .l 973),
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enterprises. Typically, only a few specific enterprises were affected., a1th. ugh
some of then night have been extremely inportant in the economy as in the case of
petroleun companies in a number of producing countries. Table 2 belolr shofis that
a high proportion of the cases occurred. in Africa south of the Sahara. This
reflects large-sca1e progra.rnnes of nat ions.li zation and indigenization in such
countries as Nigeria, uganda, the united Republie of ranzania and zanrbia. This
regional concentration was nore evident in the period f97O to nid-197)+ when Africa
south of the saha"a accounted. for l+p per cent of the cases as contrasteal vith
30 per cent in the period 1960 to 1969.

h. The increase in the total nutrber of eases bet'ween the two periods from about
l+5 tcl O? noa' va'? rafla.-----;ts partly the trend in Africa south of the Sahara. It al_so
leflects an even faster rate of increase in the numbey of cases for the westel'n
henisphere, although the share of this reqion in the total nulber of cases remained
relatively 1ow. T'l:re same trend is evideni fron the figure below, in which the
cases are sho n for each year since 1960.

5- The clistribution by sector is shown in table 3 befov. The natural resources
sectors accounted for over a third of the tota1. These sectors together with
banking and insurance accounted for the bulk of a1l the cases, The predoninance of
the natural resources sectors was even rnore striking for countries with relatively
few cases, as shown in table \ beIor,r. rn cont"ast, a high incidence was obs ervable
in banking and. insurance in countries vith mmerous cases, as shown in table 5
below.

6, The sectoral distri.bution had been fairly stable between irhe two periods,
except for a sharp increase in the sha"e of the petroleum secto? and a corresponding
dectease in the agricultural- sector. There are important differences in trends
in sectoral- distribution anong regions. The nost striking ones were sharp increases
in the share of naturaL resources sectors in west Asia and Africa south of the
sahara, reflecting entilely the t?ends in petroleum. A significant decrease in the
share in south anal south-east Asia was accornpanied by a rise in the share of
banking and insurance i and a sinitar experience in the western hemisphere was
acconpanied by a dranatic increase in the share of nanufacturing which accounted for
half of all the cases in 19?O to mid-1974.

7, The regional d.istribution of cases by sector is shown in table 6. The
predoninance of Africa south of the sahara is evid.ent in virtually arl sectors
exc ept petvoleum' This is especially clear for countries with relativeLy fer.r cases.

8. with respect to the investor countries affect ed., the pattern of distribution
of cases of nationalization or take-over corresponds 

"oughly 
\rith that of the val-ue

of the stock of foreign investnent, as shovn in table Z below. Thus the th?ee
najor investor countries - the Urtited States of America, the United Kingdom of
Gleat Britain and Northern lreLand and France - accounted for T8 per cent of both
the stock of foreign investment and the total number of cases under consideration.
At the sane time, while the Uniteal States ranked first in t erms of foreign
investment. the Itrrited. Kingdon topp€d the list in terms of the number of ca.ses,
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Table 2. National-i zat ion or take-over of foreign
enterprises, by region, 1960 to mid-19?l+

(Nulber and percentage )
j

i{egron tg6o-r969 19?o-19?h 1960-19Th

Africa south of the Sahara

Average number per year . 13.8 \5:6 23.7
(PercJntase or ar:- iesions ) (:o) (l+9) (39)

\,trest Asia an4 Africa norlh of the Sahara

Average number pe" year . , \5.2 .J6 7 J'5.7
(tercJntage ot art regions ) (33) (18) Q6)

South and south-eas-b Asia

Average number per year . . 13.0 I2.9 13.0
(rercJntase ot ltt regions) (u9) (11+) (22)

Western hemisphere

Ave"age number pel yea" . . 3.5 L8.2 8.0
(Perceintage ot -att regions) (S) (20) (13)

A1I regions

Average nlmbe r pe? yeer . . \5'5 93,3 60.3
(Perclntage or -att regions) (1oo) (1oo) (1oo)

Soulce: See snnex tab]-e 1 above.

Note: Same number of cases as in anne:t table 1 above '
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This asprrcetry aeflects the relatively large investment of the united Kin*lon inthe forme" colonial territories -n efrica routh of the sahara as well as south andscuth-east Asia' rn the vestern hemi sphere, where united states investment waspredorninant, the same asynnetry aid noi appiy.

9' There is a further contrast betT'een the united states and. the united Kingdonin terms of tine trends. Table B l.ro* 
"iro""-ihat between the period l960 to L96gand the period 19?0 to mid-llfl+ the share in the total number of cases deelined forthe United Kingdon but increased for the Unit"J stu.t." "

10' There is also a significant difference between the united states and theunited Kingdom in the sectorar- distribution of nationalization or take-over cases.Table 9 bel.v shovs that united Kingdom enterprises accounted for the butk of thecases involving agriculture 
" bankin! arrO i.r"ri.rr"" and, to a lesser extent, alsotrade. fn contrast, United States enterprises heacled the list for nining,petroleum" nanu_lacturing and public utilities.

11' An analysis of the affected fo"eign enterprises by degree of foreign ownershipbefore nationalization or take-over reiear-s that naJority and vho'1y foreign-or,med.assets were the prine ts.rgets, as shom in table l0 below. Enterprises with 96 to100 per cent foreign ownership, wtrich might le regaraea as virtually whollyforeign-omed, constituted n".ily tht." io"rtrr"'of all the cases; najority (50 to95-per cent) foreign-owned faeilities accounted for another one fifth. Thisreflects the fact that nost foreign .:,ffiliates were whotty ovned. by their parententerprises. There is, however, J 
"1u"" 

tau"a towards greater invokement oft1{gl}tv (50 to 95 pre cent) toreign-ownei-.-J .t.o ninoritv foreign-omed.affiliates, This is particularly irue for .o.rniri." with a ..r.atiiufy i."eunumber of cases of nationarization or take-over, reflecting, to a ce?tain extcntthe frequ€ntly comprehensive character of indigenization piograrr.s.
I?: fn interpreting past trend.s and assessing possible future trends, thesituation in the base period is of great irfoitln"u apart from deliberate rnrj^,.neasures. Evidently, if a host c ourrtry has already cirried out conprehei"i;;*"national'i zat ion or take-over neasures, further novement in that direction is harrttwcaf.red for. This ar-so applies to pariicular 

"""tor" "" i"a""i"i.": -";;;i.'ia';";*
shows that, in the case of petrolellxx 

"orpa.ri"", the more inportant foreignenterprises in the maior producing countiies vere afready under indigenous controlor ownership in l-p14, sinilarly, t abl-e 12 belov docr.rnents the attainnent, ofmajolity' or compr-ete contror oi the princip.i 
"oppur-rining facirities in fourmaJor producing countries. Most of trrese rrive been settled, the four countrieshaving agreed to conpensation palrnents of atout $1.3 thousand nilfioi.
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Table B. Nationalization or take-over, distribution by naior
foreian investor country, 1950 to mid-19T1+

(Nurber and percentage )

Total
number
of in-

Investor countries
( percentage )

Region and period
vestors , A1l-

affected9/ countries
united u_nited F"rrr"" ottrers!/
States Klngoon

Africa souttl of the Sahara

t96o-t969
'I o7n-1 o7h

1960-t97)+

West Asia and Africa north
of the Sahaxa

5?
4]

I>
55

5B

3
3

3

53
30

\2

5

lo

72

1B
26

20

9]+
B3

B6

'to

]-L

)\

100
100

100

1\0
22\
30-+

160
105

26'

'r oA

r00
100

100

100
r00

]o0

100
f00
100

100
l_o0

4

5

5

?l
33

32

2

l"

i
l

!2
10

11

3B
3B

38

1960-1969
1970-r971

1960-19?l+

-Lyou-ryoy
1d?/1 1a?l'L' I v-L>' | 1

AI]- regions

1960-t969
1 

^r^ 
a 

^71,L> 1v-t> l+

r-960-197\

16 )46

26 16

20 3l+

6

1\

7
1B

11

3
13

10

IO
28

South and south-east Asia

t96o-r969
19?0-19?l+

1960-19?l+

Western hemi. sphere

]3r+
62

3l.l
B6

120 100

\58
477

91+5

Source: See alnex table 1 above.

a/ Since national-i zat ion or take-over in one

se.rur;L countries" the totat number of investors
number of cases. Cases involving several- olrrers
been incl,uded in this category.

case can affect investors in
affected is higher than the total
in one investor country have not

b/ Including cases for which the investor country could not be

ia""tiiiua, wbici may incfude sorne of the naior investor countries' except

for the United States for whieh information is fairly complete ' /,..
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table 10. Nat ionali zat,ion or take-over of foreign enterprises by
degree of foreign equity holding before nationalization
or take-over, l-960 to nid-1971+ a/

( Percentage )

n^,,hr?1, nF^,1n _ Equjty holding _wuulr 
'rr J tsr u \r!

Ah,i hA+i,,.r Less than 50-95 96-100
50 per cent per cent per cent

A].l countries

I96o-L969 r0o19?0-197! foo
I nAn r.?),L 2e!-L,t I a 100

Countries with nurnber
of cases below the
average

9o
6O

T3

ON

79

OJ

9A
51

7A

7
30

2A

8
i,,

72

7
3B

??

3

9

7

2
7

5

3
1I

7

100
100

100

196o-r969

f960-1971+

Countries lrith nr,uber
of cas e*q above the
avelage

L96a-1969
L97 o-t97 )l

r96a -L97\

100
100

100

Source: See annex table 1 above.

a/ Based on IJL cases for nrhich pertinent information was available,
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Foot-notes to table 12

Source: See annex table 1 above.

a/ Tntergowernmental Council of Coppe r-exporting Countries.

b/ The 195? sale of !l per cent equity in El Teniente was negotiated on the
initiative of Kennecott.

c/ The Government of Chil-e paid $11-12 nillion towards the compensation sum

.gruud ttpoo i^ 1969 before discontinuing palrments in 19?1' The settlenent reached
i; 19?\ Lncorapassed. all clains of Anacond.a, that is, including the balance of the
l-969 transaction' Total receipts of Anaconda froro Chil-e therefore 1.ri11 total
$26\-265 miltion.

V Anacond.a reeeived, in 19?2, $tt.9 niftion insurance payments for its
Exotica assets from the Overseas Private Investment Corporation (OPIC) and' thereby
trrmsferTed its clain to the Government of Chile to that bocly; no agreenent Ltas

reached so far betveen the Government of Chife and oPIC.

e/ Cerro had insured' with OPIC, a $11+ mitlion debt investnent in Compaffia
t4inerf Andina, the company th8.t operated. the Rio Blanco mine' Cerrors equity
interest in the nine was not insured. Afber nationali zation , ce]'l'o Teached
agreement (ear1y 19?l+) vith the Govemment of Chile concerning compensation;
O?fC guaranteed payrnent o1' a portion of the deferred paynent attributable to the
insured investment.

f/ Kennecott had insured, with OPIC, its debt investment of tlSO nillion in
El Teiiente, but not its I+9 per cent equity interest. Upon nationali zat ion '
Kennecott received from OPIC, in L972, a 1um!-s.,a cash payment ot $66'9 nill-ion
for the outstanding $?l+'9 mittion of the OPIC-insured. 1oan. The conpany is
currently negotiating with the Government of chile about a compensation settlement'

g/ Negotiations for the sale of Disputada were initiated by the Government of
chile: Negotiations are sti11 in progress concerning the sale of the remaining
foreign share.

h/ Cerro received a cash payment of $6? rnillion covering partial conpensation
for Cerro de Pasco; an additional $B-l-z mitlion is expected out of a lump-sum
settlement of $75 nill-ion concfud.ed between the Govelnments of ?eru and the United
States of Anerica and covering the compensation of various assets natiOnalized by
Peru.

.i / Thc -L6te"l rawment of $5Oo rnillion which Union Minidre r^ri11 eventually
.. ,eive is the .largest single compensation payment ever negotiated'

.i,r At the tine of nationatization, approxiraately 80 per cent of the Roan

ocrecAon Tmst (RST) in Zarbia was owned- by Arnerican enterprises, with Anerican
l'4bta,l Climax (qMAx) horaing a plurality interest of 42.3 per cent and thus
controlling and operating ihe facilities. After nati onali z ation , FST fnternationa'l
becare a vholIy owr'ed subsidiary of AMAX and- continued to remain, \^tith
20.)+ per cent, the principal p.ttrrer of the Government of Zambiats rnaJority-owned
loan consolidated Mines Ltd. The Anglo-.tnerican corporation holds another
'12 25 .r'i nn|ir:rr ir Fnrn Consolidated Mines Ltd,

V United Kingd.om and other European investors hold a l+0 pe1 cent share in
the compsny,




