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The General Assembly, at its twenty-third session, had before it a report 

of the Secretary-General on permanent sovereignty over natural resources,}/ 

submitted pursuant to General Assembly resolution 2158 (XXI). In paragraph 18 

of the report, the Secretary-General stated that the document should be considered 

as a progress report, and that it could be supplemented - possibly on the basis 

of questionnaires to Governments - should the General Assembly provide more precise 

guiding principles. 

After discussing the report, the General Assembly adopted resolution 

2386 (XXIII), in which it stated that resolution 2158 (XXI) contained guidelines 

for the Secretary-General for the elaboration of a further report, and requested 

him to include in the latter "a comprehensive account of the implementation of the 

principles and recommendations set forth in General Assembly resolution 2158 (X'AI), 

in particular section I, paragraphs 5, 6 and 7". These paragraphs read as follows: 

"The General Assembly .•• 

"5. Recognizes the right of all countries, and in particular of the 
developing countries, to secure and increase their share in the 
administration of enterprises which are fully or partly operated by 
foreign capital and to have a greater share in the advantages and 
profits derived therefrom on an equitable basis, with due regard to 
the development needs and objectives of the peoples concerned and to 
mutually acceptable contractual practices, and calls upon the countries 
from which such capital originates to refra.in from any action which would 
hinder the exercise of that right; 

"6. Considers that, when natural resources of the developing 
countries are exploited by foreign investors, the latter should undertake 
proper and accelerated training of national personnel at all levels and 
in all fields connected ,,,ith such exploitation; 

"7. Calls upon the developed countries to make available to the 
developing countries, at their request, assistance, including capital 
goods and know-how, for the exploitation and marketing of their natural 
resources in order to accelerate their economic development, and to 
refrain from placing on the world market non-commercial reserves of primary 
commodities ,,,hich may have an adverse effect on the foreign exchange 
earnings of the developing countries. 11 

Official Records of the General Assembly, T,,enty-third Session, Annexes, 
agenda item 39, document A/7268. 
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In resolution 2386 (XXIII), the Gene:cal Aceemc·l,i aleo decided to consider 

the report of the Secretayy.-General at its twenty-fi:Cth session, 

In order to obtain up-to-date inforrrDtion foT the report, as well as the 

views of Governments on the implementation of General Assembly resolution 2158 (XA'I), 

the Secretary-General sent a questionnaire_?;/ to all Nember States on 5 March 1970. 

As c,f 12 June 1970, nineteen Teplies to the questionnaire had been received. In 

vie>r of the limited amount of information provided by Member States, the report 

had to be· based largely on material gathered Loom periodicals, official publications 

and other documents. Part two of the report, dealing with contractual ayrangements 

betv~een developing count:cies and foreign investor;::, covers all the countries on 

which sufficient information could be obtained. PaTt three >·>as originally designed 

to contain not only information on assistance from multilateral sources, but also 

information on assistance given to developing countries by developed countries. 

However, no detailed information on the latter type of assistance was available. 

Should the General J';sseiTibly recommend that the l:'eport be revised with a 

view to making it as comprehensive, accuTate and up to date as possible, it would 

be appl:eciated if the countries not covered in the report could provide the 

necessaTy information, and the countries alraady cpvered could expand and coTrect 

the Televant passages of the report as appropriate. 

In preparing the report, the United Nations Secretariat has benefited 

from the information pYovided by the United Nations Conference on Trade and 

Development secretaTiat, the International Bank for Reconstruction and Development, 

the African Development Bank, the Asian Development Banl<, the Inter-American 

Development Bank and the East African Development Bank. 

'.?:./ See annex. 
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1. Sovereignty over natural resources is inherent in the quality of statehood 

and is part and parcel of territorial sovereignty - that is, "the power of a 

State to exercise supre~e authority over all persons and things within its 

territory".!/ Sovereignty over natural resources, which is essential to economic 

independence, is functionally linked to political independence, and consolidation 

of the former inevitably strengthens the latter. Since it excludes allegiance 

or subordination to any authority, sovereignty over natural resources implies 

complete freedom of action for a State in determining the use of those resources. 

The principle of that freedom of action has been authoritatively expressed and 

reaffirmed, in conformity with the spirit and principles of the United Nations 

Charter, in General Assembly resolutions 523 (VI) of 12 January 1952, 626 (VII) of 

21 December 1952, 1314 (XIII) of 12 December 1958, 1515 (XV) of 15 December 1960, 

1803 (XVII) of 14 December 1962 and 2158 (XXI) of 25 November 1966, and in 

General Principle Three,~/ adopted at the first session of the United Nations 

Conference on Trade and Development. 

2. The General Assembly has not contented itself with affirming the principle 

of State sovereignty over natural resources in abstracto as a legal concept; it 

bas consistently placed that principle in an economic and social context and in 

operative paragraph l of General Assembly resolution 1803 (XVII) it declared that 

the "right of peoples and nations to permanent sovereignty over their natural 

wealth and resources must be exercised in the interest of their national 

development and of the well-being of the people of the State concerned". 

3· Viewed in that context, the concept of sovereignty over natural resources 

acquires a dynamic connotation, encompassing not only the formal rights of 

possession of those resources and freedom to decide on the manner in which they 

shall be exploited and marketed, but also the capability to exploit and market 

them so that the people of the State concerned may benefit effectively from them. 

4. The developing countries' evaluations of the financing needed for the 

exploitation of their natural resources indicate that considerable additional 

?..I 

See Oppenheim's International Law, 8th edition, val. I, H. Lauterpacht, 
ed. (New York, David McKay, Co., Inc., 1965), p. 286. 

Proceedings of the United Nations Conference on Trade and Development, val. I, 
Final Act and Report (United Nations publication, Sales No.: 64.II.B.ll, p. 10. 
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capital from external sources will be required. Furthermore, any programme for 

the exploitation of such resources, particularly petroleum and mineral resources, 

necessitates technical know-how, which has been developed primarily in industrial 

countries. The present experience of the developing countries in that respect 

is similar to the past situation of many countries which are nm; developed, but 

which originally depended almost entirely upon foreign capital and kno<1-how for 

the exploitation of their natural resources and, in many cases, still make 

significant use of them for that purpose. 

5. The representative >rho, on behalf of the sponsors, introduced the draft 

resolution which subsequently became General Assembly resolution 2158 (XXI), 

observed on that occasion that: 

"None of the provisions should be construed as expressing hostility 
to foreign investment in the exploitation of natural resources; foreign 
capital was needed and, in fact, welcomed. The developing countries were, 
however, concerned to secure greater control of and safeguards for the 
exploitation and marketing of their natural resources •.• True international 
co-operation in tr1at connexion could be achieved only if the justice of 
those countries' claim to an increased share in the administration, 
advantages and profits derived from exploitation "'as admitted .•• The 
developing countries also considered that, in return for the profits 
developed countries derived from their natural resources, the latter 
countries should ••• help them to overcome their technological 
backwardness by training national personnel for work relating to natural 
resources~" 3) 

6. Part one of this study contains a discussion of the issues involved in 

foreign participation in the development of the natural resources of the 

developing countries; part two revie~<s on a country basis the status of 

contractual arrangements between developing countries and foreign investors for 

the exploitation of natural resources and the marketing of natural resources 

products; and part three describes the multilateral asststance provided to 

developing countries for the exploitation of natural resources. 

2./ See Official Records of the General ,\ssembly, Twenty-first Session, 
Second Committee, 1050th meeting, para. 2. 
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7. Underlying the General Assembly resolutions on permanent sovereignty over 

natural resources is the basic problem of how the developing countries can exercise 

sovereignty over their natural resources so as to develop them in the best possible 

way and ensure that their peoples derive the greatest benefit therefrom. Any 

country seeking to attain a permanently rising standard of living for all its 

people must make rational and efficient use of the land within its frontiers, its 

surface and underground waters, its minerals and its energy. 

8. The exploitation of one resource often affects another resource or other 

resources. Optimum exploitation would be facilitated by the formulation by each 

country of an integrated and harmonious plan for the exploitation of all its natura 

resources. T'he plan should, of course, be dovetailed with and should indeed 

constitute a component of the over-all development plan of the country concerned. 

A. Capital requirements for exploitation of natural resources 

9. The exploitation of natural resources is a technical process which may involve 

many stages; the number of stages and the techniques employed vary according to the 

nature of the resource concerned, but capital and know-how are always required in 

order to achieve optimum results. 

10. The efficient development of land involves the use of modern techniques and 

equipment for forest exploitation and renewal, land clearing, soil preparation and 

conservation, irrigation and flood-control works, pest control, stock-breeding, 

construction of storage facilities etc. Given the lack of accurate data on the 

aggregate volume of past investment in agriculture and on its relation to gross 

agricultural output, it has been difficult to quantify the approximate volume of 

capital that would be required for the development of land resources in coming years. 

However, on the basis of fragmentary information, it has been estimated that in the 

period 1948-1957, an average annual investment of about $7,600 million was required 

I ... 
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to increase food production in Asia (excluding China (mainland)),Africa and Latin 

America by 2 per cent per annum. On that basis it has been calculated that an 

average of approximately $8,600 million would have to be invested annually in 

agriculture during the period 1960-1980 if the production rate was to increase 

10 per cent faster, that is, at a rate of 2.2 per cent per annum.!/ At the 

"Round Table on Agricultural Development in Latin America: the Next Decade", 

organized by the Inter-American Development Bank in April 1967, an estimate was 

put forward concerning net investment in agriculture in Latin America from 1967 to 

1982. According to that estimate, net investment in agriculture would have to be 

increased by at least $25,000 million during that period to achieve certain 

production goals. It was further estimated that additional working capital 

requirements for that period would amount to $30,000 million, making a total of 

at least $55,000 million._sl 

11. The development of mineral resources is a highly capital-intensive undertaking, 

encompassing basic mapping (topographical and geological), exploration, evaluation, 

extraction and treatment of ores (processing and/or beneficiationL/), all of which 

require considerable capital and extensive technical knowledge and experience. 

Furthermore, a mining project in a developing country almost invariably entails 

the construction of infrastructure works SUch as railways, roads, water supply and 

housing. Mapping and exploration must be financed before there is any certainty 

that the return will be forthcoming. For example, in the period 1940-1962, about 

$170 million was spent on oil prospecting in Nigeria. Similarly, in Gabon, about 

$107 million was spent on petroleum exploration in the twenty-year period 

1949-1969 and exploration continued for seven years before the first commercially

exploitable petroleum deposit was discovered. In Guatemala, oil companies spent 

$40 million on exploration between 1956 and 1959. In the United Arab Republic, 

two foreign compaPies, which were granted petroleum concessions in September 1963, 

1/ The International Monetary Fund and the International Bank for Reconstruction 
and Development, Finance and Development, val. III, No. 3 (Hashington, D.C., 
1966)' p. 206. 

£/ Inter-American Development Bank, Ap;ricul tural Development in T,atin America 
(Washington, D.c., 1967), pp. 96 and 111. 

2/ Mineral Resources Development with Particular Reference to the Developing 
Countries (United Nations publication, Sales No.: ~.70.II.B.3), p. 1. 
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agreed to spend on exploration, respectively, a minimum of $10 million over a 

ten-year period and a minimum of $20 million over a twelve-year reriod, while a 

third company, which was granted a concession in February 1964, agreed to spend 

a minimum of $27.5 million on exploration over a period of nine years. In '''est 

New Guinea, $112 million was spent over twenty-five years, leading to the discovery 

of only three small deposits. 

12. The cost of exploiting mineral deposits naturally varies according to the 

mining methods used (open-cast or open-pit mining, adit mining, and underground 

or shaft mining), the group of minerals involved (petroleum, coal, metallic 

minerals, industrial minerals, building materials, precious metals and diamonds), 

and the volume of energy, the amount of processing and the transport facilities 

required. 

13. The following list gives an idea of the magnitude of the investment required 

for the exploitation of mineral deposits: 

Pro,jects contemplated or just begun 

Uranium deposits at Bakouma (Central African Republic) 

V~nganese deposits at Tambao (Upper Volta) 

Uranium deposits at Arlit (Niger) 

Copper deposits in the Mamut Area of Sabah (l~alaysia) 

Copper deposits at Mushosi and Kinsenda (Democratic 
Republic of the Congo) ••••• 

Iron deposits at Bangolo (Ivory Coast) 

Bauxite deposits at Bake (Guinea) 

Copper deposits at Sar Chesmeh (Iran) 

Copper deposits at Nacozari (Mexico) 

Iron deposits at Belinga (Gabon) .. 

Iron deposits at Wologosi (Liberia) 

. 

Millions of 
US dollars 

30-3i 
44.5 

47 
70 

TO 
165 

180 

230 

240 

275 

300 
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Project~ completed and in production 

Chromite deposits at Andriamena (Madagascar) 

Calcium phosphate deposits at Taiba (Senegal) 

Calcium phosphate deposits at Benin (Togo) . 
Potassium deposits (People's Republic of the 

Manganese deposits at MoacJda (Gabon) 

Bauxite deposits at Kindia (Guinea) 

Iron deposits in Nimba ~~ountains (Liberia) 

Iron deposits (Mauritania) 

Copper deposits in Zambia 

• 

• • • 

congo) 

•. 

• 

• • 

Millions of 
US dollars 

14 

37 

37 

74 
llO 

150 

200 

203 

1,200 

14. Concering petroleum, data relating to twenty-nine oil companies show that 

expenditures for fixed assets in developing countries totalled $845 million in 

1964, $894 million in 1965 and $829 million in 1966.~/ 
15. The tarnessing of water power, which may be used for mining projects as "'ell 

as for other purposes, necessitates the construction of dams and hydroelectric 

plants which often constitute some of the most expen~ive development projects, as 

may be seen from the following investment estimates: 

Guinea - Konkoure hydroel<ectric project (final 
capacity, 450,000 kW) ••••••••••• . . . . 

People's Republic of the Congo - Kwilu hydroelectric 
project (final capacity, 820,000 kW) ••••••• 

Derrocratic Republic of the Congo - Inga hydroelectric 
project (final capacity, 25 million kW) •••••• 

. . . 

. . . 

~~illions of 
US dollars 

140 

170 

3,000 

16. Ihe import component of natural resources projects varies widely according 

to the nature of the resource and the. extent to which the necessary goods and 

services can be provided domestically. It has been estimated that in a country 

which has no cement, steel, or machinery industries, and few indigenous 

engineers and technicians, more than half the funds required for an irrigation 

The Chase Manhattan Bank, Financial Analysis of a Group of Petroleum 
Comranies, 1966 (New York, 1967). 
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project may have to come from abroad. On the other hand, the foreign exchange 

component of the Indian investment in large and medium-sized irrigation projects 

has approximated 7 per cent. For the developing countries as a whole, the foreign 

exchange component of public investments for agriculture is said to average about 

25 per cent; the figure is believed to be lower in the case of private 

investment _2./ 
17. In the case of mineral resources projects, the foreign exchange component is 

almost always high, and the more complex the extraction process, the higher it is. 

Generally speaking, it has been estimated that about t';TO thirds of fixed capital 

formation consists of plant, mac)linery and equipment and heavy construction 

equipment which must be imported. 

B. The case for using foreign capital and technology in the 
exploitation of natural resources ---

18. As noted by the Commission on International Development, domestic savings 

financed 

196os.z/ 
85 per cent of total investment in the developing countries in the 

During the saine poriod, imports of the capital goods required for 

economic development have, in rrnsi_~ developing countries, constituted an increasing 

percentage of aggregate imports; this inc:'ease has usually been achieved by 

reducing imports of consumer goods rather than by expanding total imports. 'lhese 

facts indicate that the developing countries have made genuine efforts to move 

tm<ards self-sustaining growth. 

19. However, it is difficult for the developing countries to increase their 

domestic savings at a pace commensurate with their investment needs, because of 

their lm< level of production and their low ner capita incomes. The lower the 

latter, the more difficult it is to compress consumption in order to increase the 

rate of fixed capital formation. On the basis of the incremental ~apital-output 

ratio observed in the majority of the developing countries, the current volume of 

domestic savings of many of those countries, even if fully mobilized and diverted 

?./ 

§.I 

The International Monetary Fund and the International Bank for Reconstruction 
and Development, Finance and Developffient, vol. III, Ro. 3 (Washington, D.C., 
1966), p. 206. 

International Bank for Reconstruction and Development, Partners in Development: 
Report of the Commission on International Development (Neor York, Praeger, 
19 9 ' p. 30. 
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to productive investment, can hardly sustain a growth rate con~onant with their 

current and prospective rates of population increase, let alone reach the 

6 per cent growth target set for the Second United Nations Development Deacde. 

20. Furthermore, there are serious limitations to the ability of the developing 

countries to increase their export earnings. At present a little less than 

88 per cent of those earnings are derived from the sale of primary products and 

are therefore dependent on the prices and trading opportunitieG available on the 

world commodity markets. These prices tend to fluctuate widely and demand is 

growing slowly, owing to technological development and changes in consumer habits. 

In addition, the efforts of the developing countries to increase their export 

earnings have been hampered by tariff and other limitations imposed by the 

developed countries .1/ 
21. In these circumstances it would appear that in the foreseeable future an 

increasing flow of foreign capital from the developed countries will rem~in 

necessary for the implementation of the programmes of the developing countries 

for the exploitation of their natural resources. Furthermore, such programmes, 

particularly when petroleum and other mineral resources are involved, necessitate 

technical. know-how, which has been developed primarily in the industrialized 

countries. The history of the development of natural resources throughout the 

world demonstrates the crucial importance of foreign capital and know-how in that 

process. 

22. Before the First World War, the natural resources of the developing countries 

were exploited through an inflow of resources consisting of portfolio investment 

and, to a lesser extent, of direct investment in raw materials exporting branches 

or subsidiaries with its accompanying technical and manageri~l know-how. The 

flow of foreign funds to the developing countries dwindled considerable in the 

period between the two world wars, owing to a number of factors, including the 

Great Depression, default by debtors in developing countries and the slackening 

of the demand for primary products in the developed countries. 

1/ See International Monetary Fund and International Bank for Reconstruction and 
Development, The Problem of Stabilization of Prices of Primary Products; a 
Joint Staff Study (washington, D.C., 1969). 
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23. That derrBnd increased during the Second World w~r, enabling the developing 

countries to increase their export earnings and to accumulate foreign exchange 

reserves which enabled them to increase their capital formation in the immediate 

post-war period. These reserves were particularly important, because in the 

post-war years they helped to compensate for the virtual disappearance of private 

portfolio investment in the developing countries and the relatively low level of 

direct investment. The limited flow of foreign funds to developing countries in 

that period resulted partly from the increased demand for capital for the 

reconstruction of the war-torn economies of Europe and Japan and the pursuit of 

full employment in the developed countries themselves. However, the end of 

reconstruction and the attainment of full employment did not release private funds 

for investment in developing countries on the scale that had been expected in view 

of the developed countries' rapid economic growth. Indeed, in virtually all the 

industrialized countries the upsurge in the demand for capital has continued 

unabated, sustained by the achievement of the convertibility of all the principal 

currencies and the creation of the European Economic Community. Consequently, 

the level of fixed investment in those countries has remained very high. 

24. The period since the end of the Second World War has witnessed far-reaching 

political, social and psychological changes throughout the world. The accession 

to independence of an increasing number of new States and the revolution of rising 

expectations have made economic and social progress a matter of the greatest 

concern and highest priority to the developing countries and indeed to the 

international comrr.unity as a whole. A basic factor in the acceleration of that 

progress is the rational and efficient utilization of the natural resources of the 

developing countries which, combined with other economic and social factors, 

should rrBke it possible for the developing countries to reach a level of self

sustaining growth where total production will increase faster than population, 

thus enabling those countries to attain substantial improvements in their levels 

of living. 

25. The Governments of the developed countries, conscious of the need to assist 

the developing countries in their development efforts, have adopted a positive 

attitude towards the transfer of capital to the latter countries. Consequently, 

they have had to devise practical and politically palatable methods of stimulating 

/ ... 
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and, "here appropriate, making the transfers, the result being the adoption of 

various types of official measures designed to encourage transfers of private 

capital and of programmes for the provision of public funds, either on a bilateral 

basis or through international institutions. 

26. Since the Second World War, the adoption in developed countries of various 

incentives, such as investment guarantees, tax benefits and so on, has led to a 

considerable increase in foreign private investment in the developing countries, 

That investment has risen from an annual average of $1,800 million during the 

period 1946-1950 to an annual average of about $3,400 million during the 

1961-1968 period. '!he larger part of these funds "as invested in the extraction 

of minerals, including petroleum. '!he balance consisted mainly of investment in 

manufacturing (chemicals and drugs, automobiles, machinery, consumer durables 

etc.) _and, on a rr,uch smaller scale than before the Second 1·/orld Tr/ar, in the 

large-scale production of export crops and in public utilities. 

27. Luring the same period, substantial foreign public finance, some of it on 

grant or concession terms, has been made available to the developing countries 

and has helped them rrake considerable progress in building up the minimum economic 

and social infrastructure necessary to support the gro,th in the rest of the 

economy, but has been unable to keep pace "ith the needs of the developing 

countries for funds for the implementation of their national development 

programmes. Judging by experience, it seems unlikely that the flo" of official 

funds to the developing countries will increase at a rate commensurate with their 

capital requirements. 

28. Consequently, it is generally acknowledged that considerable foreign private 

capital will be required to enable the developing countries to narro" the gap 

between their development financing needs and the domestic funds and bilaterial 

and multilateral official capital currently available to them. '!he vie"s on the 

role of foreign private capital in the economic development of the developing 

countries expressed in the General Assembly, the Economic and Social Council, the 

United Nations Conference on Trade and Development and other United Nations bodies, 

as well as the resolutions and recommendations of those bodies, show that few 

developing countries are unwilling, as a matter of principle, to accept foreign 

private investment. 
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C. Political and economic significance of old concession agreements 

29. Foreign private investment in the developing countries has tended to level 

off since the beginning of the 1960s, notwithstanding the adoption by those 

countries of various fiscal incentives, such as tax holidays. There is no 

realistic prospect that that investment will increase to an extent that could be 

considered adequate in terms of the requirements of the developing countries for 

the exploitation of their natural resources, despite the fact that the necessary 

funds are potentially available in developed countries. In recent decades, much 

debate has taken place in various forums concerning those policies and practices 

of natural resources enterprises fully or partly owned by foreign investors which 

are said to have had side-effects detrimental to the interests of the host 

country, and those policies and attitudes adopted in developing countries which 

foreign investors consider unfavourable to their interests. On the one hand, the 

Government of the host country, which owns the natural resources, seeks more 

control over the foreign enterprises and a bigger share of their profits, basing 

its case on the importance of those resources for the country's economic growth 

and the well-being of its people. On the other hand, the foreign investor, who 

possesses investment capital, technology, managerial expertise and marketing 

connexions, expresses bewilderment when accused of "despoliation" and 

"profiteering", pointing to the risks he runs and the high return on capital in 

his own country, and contending that his investment has beneficial economic, 

financial and social results for the host country. 

30. In the developing countries, the natural target for popular concern and even 

resentment has been the older type of concession agreement for the exploitation of 

natural resources under which a foreign enterprise is granted exclusive rights for 

the exploration and exploitation of certain resources in a specified area and 

shares the production, or the profits realized, with the Government of the 

developing country concerned, according to terms which may have appeared reasonable 

in the nineteenth and ear1y twentieth centuries, but seem inequitable when judged 

by contemporary standards. While such agreements might provide for a meesure of 

participation by the Government or nationals of the host country in the operation 

of the enterprise, they usually conferred upon the foreign enterprise full 

managerial control and important rights of ownership. The concessionnaire 
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acquired definite property rights of a possessory nature in the surface areas 

covered by the concession and became the owner of the natural resources product. 

The rights acquired were often exclusive and the concessions frequently covered 

very large areas, or even entire ccuntries. The foreign enterprise was directly 

responsible for the exploration and exploitation of the resources, did not share 

its know-how with a national enterprise, and tended to operate within an enclave 

>~hich isolated it from the local economic and social environment. The host 

country benefited only through its participation in profits and its right to 

succeed to all properties of the concessionary enterprise when the concession 

eventually expired. 

31. In some extreme cases, popular reaction against the alleged scope of the 

power granted to foreign investors under old concession agreements has been so 

intense as to lead the host country to amend or even to annul the concession 

agreement unilaterally. Concession agreements have also, exceptionally, been 

unilaterally annulled following political upheavals which have radically modified 

the private property regime in the host country. It has sometimes been argued 

that hasty action by the host Government concerning such agreements tends to 

eliminate any possibility of finding a basis for reconciling the interests of both 

parties and to deter new foreign capital from flowing to the country in question 

and possibly to the surrounding subregion or region. On the other hand, it has 

been pointed out that the situation has occasionally been complicated by an 

over-hasty negative response by foreign investors to a desire expressed by the 

host Government for renegotiation of old concession agreements whose terms 

compare very unfavourably wi t:1 those of more recent agreements. 

32. Generally speaking, however, few important old concession agreements have 

remained substantially unchanged for. anything like the long periods of time for 

>~hich they 'N"ere originally concluded. They have been modified by voluntary 

renegotiation, because both parties have acknowledged the need to amend the 

agreements, >Those terms have become out-dated by the dynamic changes which have 

taken place in economic, technological, political and social conditions and 

policies. Indeed, in certain instances, dissatisfaction >~i th the old agreement 

may have been felt not only by the host country, but by the foreign investors as 

well - for example, because the provisions concerning production commitments were 
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no longer compatible with the real state of the market, or because the price levels 

established in the agreement left an operating margin insufficient to allow for 

reasonable profits. 

33· The spirit of passionate nationalism, which may advocate uncompromising 

rejection of foreign investment while calling for costly investment programmes, 

may place a country in a state of indecision. At the present juncture, the 

developing countries must seek funds from all possible sources if their peoples' 

aspiration to the better life they expect of political independence are to be 

even partially satisfied. Maintaining national pride and inviting foreign economic 

assistance to supplement self-help efforts need not be mutually exclusive actions. 

The assertion and inviolability of political and territorial sovereignty are not 

necessarily incompatible with co-operation with private foreign capital. 

Harmonious and sustained economic growth, which is the basic aim of the policies 

pursued by individual Governments and by the international community as a whole, 

will be fostered by a combination of positive nationalism, which contributes to 

the creation of conditions conducive to economic growth in the host country, and 

an imaginative and enlightened attitude on the part of foreign investors, which 

will best serve the lat~er's interests in th~ long term. 

34. The substantial body of public opinion in host countries which, despite the 

emergence of radically new political conditions, tends to be basically prejudiced 

against foreign investment, whether that prejudice is latent or open, may fail to 

give due weight to the changes which have occurred in the conduct and attitude of 

foreign investors, partly as a result of their improved understanding of the 

domestic situation in the host country and partly in response to the evolution 

of world public opinion. As the Commission on International Development has 

pointea out: 

"Political sensitivity ... explains why much discussion of the 
economic impact of foreign invectn;ent has been ••• clouded by many 
misunderstandings. Of' the latter, perhaps the most common involves 
attempts to measure the balance-of-payments impact of' foreign investment 
by comparing 1 ne" capital inflow' ~<ith the total prof'i ts e>f the 
accumulated foreign investment in the country. Such a comparison 
neglects to take into account the reinvestment of profits by foreign 
investors In the host country and fails to note the impact of' foreign 
investment of export promotion and import-saving.... The correct way to 
look at the balance-of-payments effects of foreign investment is to ask 
what the balance of payments ·doula have been like in its absence. 
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"Once the question is posed in this fashion, emphasizing the need to 
take into account all direct and indirect effects, it becomes apparent 
that the key question is the productivity of foreign investments for 
the host economy as a whole. In most cases, its contribution goes 
beyond the taxes generated by foreign firms and payments to local 
labour and services. In particular, the contribution also includes 
the transfer of advanced technology into the host economy •••• 

"FUrthermore, in many developing countries, the external economies 
radiating from foreign investments involve notable improvements in 
infrastructure and social overhead facilities. Foreign investors can 
also stimulate local enterprises through increased demand, demonstration 
effects, and access to foreign technology and business methods. And 
they often assist local supplying companies and train local personnel." 8/ 

~/ International Bank for Reconstruction and Development, Partners in 
Development: Report of the Commission on International Development 
\New York, Praeger, 1969), pp. 100 and 101. 
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II. LEGAL FRAMEWORK FOR FOREIGN PARTICIPATION IN THE EXPLOITATION 
OF NATURAL RESOURCES 

35. B,y virtue of and in exercise of their sovereignty, many developing countries 

have adopted constitutional and/or general legal provisions defining the 

conditions on which they are willing to accept foreign participation in the 

exploitation of their natural resources. However, there are some countries which 

have not adopted such general provisions, and where detailed terms and conditions 

for foreign participation are set out in individual concession agreements, each 

of which is negotiated on an ad hoc basis. The constitutional and general legal 

provisions define the framework of rights and duties within which the foreign 

enterprises must operate, under the supervision of the Government. The general 

legislation typically establishes the maximum rights and minimum obligations of 

foreign interests and allows the governmental authorities concerned wide latitude 

to negotiate terms which are deemed to be most advantageous to the country. 

36. In at least cne case, a group of countries have taken action with a view to 

harmonizing their respective mining and petroleum laws. The Conference of Heads 

of State of the Organisation commune africaine et malgache (CCAM), (African and 

Malagasy Corr~on Organization), meeting at Niamey (Niger) in January 1969, 

requested the Secretary-General of CCAM to arrange for a study to be carried out 

as a first step towards harmonization. The study was entrusted to the Centre 

europeen pour le developpement industriel et la mise en valeur de l'outre-mer 

( CEDIMOM), which prepared a report based on the following considerations: 

(l) Prospection and exploration should be entrusted to competent 

professionals; 

(2) The State should receive an equitable proportion of the net real 

profits; that proportion should be kept at a moderate level, in view of the 

risks involved in exploration; 

(3) Contractual agreements should be concluded between the State and the 

prospecting and exploiting f'irms, with any eventual disputes being referred to 

international arbitration.2/ 

9/ Europe France Gutre-mer (Paris, November 1969), p. 11. 
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A. Concessions 

37. In most countries the subsoil rights, which are distinguished from surface 

rights, belong to the national domain, and exploration and exploitation rights 

may be granted at the discretion of the national Government to foreign individuals, 

foreign private companies and companies owned by foreign Governments, but nut to 
10/ foreign Governments per se.-- Concessions are usually limited in duration, since 

this makes it easier to renegotiate terms, facilitates possible subsequent 

participation by other companies, and enables the host country to modify natural 

resources development policy while fulfilling its contractual obligations, In 

virtually every case, a concession may be terminated before the date of expiration 

if the obligations entered into by the concessionnaire are not fulfilled. 

38. In the case of land, the access of foreign individuals or companies to 

ownership or user rights is restricted in a number of countries by means of 

exclusion, in terms of type or purpose, area, duration of lease, location, method 

of transfer or any combination of these or similar factors. Aside from outright 

exclusion, such access is often governed by discretionary grant systems. Some 

States specifically prohibit the acquisition of land rights by foreigners through 

mortgages, inheritance and other methods distinct from outright purchase or 

lease (for example, Liberia, the Philippines) or by limiting the area which may 

be acquired by such transfer (for example, Thailand). Exclusion measures 

relating to land are typically embodied in declaratory legislation or 

constitutional provisions limiting the types (whether in terms of original 

ownership or of purpose) of land in which foreign individuals or companies may 

acquire rights, or setting maximum limits in terms of area or duration of lease: 

such is the case in Brazil, Indonesia, Liberia, the Philippines and Thailand. In 

certain instances, exclusion may have a geographical basis and exclude foreign 

individuals or companies from acquiring rights in land in frontier or other 

strategic areas or specific reserved areas (for example, Bolivia, Ecuador, 

Honduras, l\'lexico, Panama and Peru). 

10/ For example, article 48 of the Constitution of Venezuela states: 
11 No contract of national, state or municipal pubUc interest may be 

entered into with foreign Governments or assigned to them. Neither may 
such contracts be entered into with natural or juridical persons not 
domiciled in Venezuela; nor assigned to them if signed with thi.rd parties." 
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39. Exclusion may also have a geographical basis in the case of mineral 

resources, including petroleum, but in most instances exclusion relating to such 

resources and to other subsoil resources, as well as, to water, are based on 

requirements for participation by domestic interests. However, exemption from 

these requirements may often be granted at the discretion of the competent 

authorities. 

40. Mining legislation does not usually cover petroleum operations, probably 

because of the differences between the exploitation of petroleum and other mineral 

resources with regard to the technological and financing requirements and 

sometimes the attitude of public opinion. In the case of petroleum, the laws 

usually provide for a specific initial period of time for which rights may be 

granted and specify the maximum permissible duration of such rights, including 

renewal periods. Renewals at the expiry of the initial concession may be granted 

on the same terms, but are more usually granted o,n terms consistent with those of 

other concessions in force at the time of renewal, as is the case in Iran and the 

United Arab Republic, Generally speaking, petroleum concessions do not include 

the right to exploit commercially other minerals discovered in the area covered 

by the concession. The mining legislation of some countries imposes a maximlllll 

limit for the duration of mining rights, while in other countries such rights are 

granted for an indefinite period. "lining rights are usually granted for one 

mineral or class of minerals: for example, the 1964 mining code of the Ivory 

Coast states, in article 33, that "the concession confers upon its holder, within 

the limits of its perimeter, on or below the surface, the exclusive right to 

prospect for and exploit deposits of the substances for which it is granted". 

On the other hand, some laws, such as that of Nalaysia, allow the holder of a 

mining right to exploit any mineral found within the area covered by the 

concession, with the exception of petroleum or any other mineral governed by a 

special regime. 

41. Such regimes are abnost always applied in the case of radio-active minerals, 

the exp~oitation of which is 

control. Some States, such 

usually subject to a significant measure of Government 

as Mexico,Q/ reserve for themselves the exclusive 

1l/ In JVlexico, exploitation of uranium and other· atomic minerals is reserved for 
the Comisi6n Nacional de Energ:La Nuclear by the lavr of 1965, vrhich established 
the Commission, 
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right to prospect for and exploit such minerals, while others have enacted special 

legislation declaring all radio-active material produced in their territory to be 

the property of the State. Certain States (for example, Argentina) allow 

individuals or private companies to prospect for these minerals and exploit them 

commercially, but reserve for th~aselves the exclusive right to purchase the 

minerals. In virtually all States whose natural resources include radio-active 

minerals, a licence is a prerequisite for the exploitation, use or storage of 

such minerals, and radio-active substances cannot be exported without Government 

permission. 

B. Organization of enterprises 

42. In some States, natural resources can be exploited only by nationals or by 

enterprises organized in the State concerned. For example, the constitution of 

Brazil provides that authorizations or concessions for the exploitation of mineral 

or hydraulic resources "shall be granted exclusively to Brazilians or to concerns 

organized in the country". In Honduras, concessions may be granted only to 

"individuals or cor<llllercial companies organized or incorporated under Honduran lavr". 

In hexico, only Mexican nationals and companies established under Mexican law 

can obtain fishing, forestry and mining rights. A similar limitation is applied, 

for example, in Iran, Laos, Syria and Turkey with regard to mining rights, in 

Paraguay with regard to petroleum rights, and in Pakistan and the Sudan with 

regard to both raining and petroleum rights. 

43. Some of the countries which require foreign enterprises to be organized 

under their laws also require those enterprises to be domiciled within their 

territory. The meaning of the term "domicile" may vary according to the legal 

system of the country, but it is generally taken to mean that in order to be 

domiciled in a country an enterprise must have its head office there'· or at least 

the office from which its activities in that country v1ill be directed. This 

ensures that responsible officials and the records of the enterprise are physically 

within the jurisdiction of the host country, and makes it easier to separate 

the enterprise from its country or origin if the host country should initiate a 

taking procedure. Some countries which do grant concessions to enterprises 
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organized under the lav of another country may require that these companies be 

domiciled vithin their 01m territory; this is the case for mining concessions 

i~ El Salvador and Uruguay and for petroleum concessions in Ecuador and Venezuela. 

44. Virtually every State requires all enterprises, vhether domestic or foreign, 

vhich do business 11ithin it,s territory, including those exploiting natural 

resources, to be registered. In soBe countries, enterprises may need the 

authorization of the authol'i ties in order to register, while in oth,ers they are 

automatically entitled to do so if they fulfil certain requirements. In Brazil, 

for example, foreign, enterprises must obtain the authorization of the President 

in order to register. In China (Taiwan), Colombia, Nepal and Turkey, government 

consent is required to establish any foreign enterprise, and more specific 

authorization is necessary if th~ enterprise in question is to engage in the 

exploitation of natural resources. In Israel, the Hinister of Justice is 

empmrered to refuse, at his discretion, to allmr a foreign enterprise to register. 

45. The number and nature of the forr.rali ties vhich an enterprise must complete 

in order to qualify for registration differ from country to country, but, generally 

speaking, the enterprise is required to produce certified papers a,ttesting to its 

purposes and legal formation and the pmrers vested in its officers. It will also 

be called upon to indicate the address of its registered office, to which legal 

notices can be sent,, and uill probably be expected to name an agent who can 

receive such notices. The enterprise may also be required t,o indicate the names 

and addresses and possibly the nationalities of its directors. Both domestic 

and foreign enterprises must comply with these basic 1'orr.ralities, b,ut in some 

countries additional fonnali ties are imposed on foreign enterprises. In certain 

countries, such as China (Tahran), Costa I\ica, Libya, Nexico, Peru, the Philippines, 

Turlcey and Venezuela, an enterprise formed in another country cannot register until 

it has produced its consti tuen,t doc\Jiilents, duly certified by the consul of the host 

State in its country of origin. Branches of enterprises domiciled abroad must 

often submit a balance-s,heet on registering and r,1ay be called upon to subr,ri t 

balance-sheets regularly. Greece and Nicaragua, for example, require branches 

of :foreign enterprises operat,ing within their territory to publish or register 

their balance-sheets annually. Hany countries - for example, Argentina, Bolivia, 
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Brazil, Cambodia, Co:e,ta Lica, Ecuador, Iran, Israel, Jordan, Nicarae;ua, 

Paraguay and ~che United .lrab llepublic ~ require foreign capital to be registered 

\lith their exchange control authorities. 

46. Persons and enterprises vithin the territory of a sovereign State are 

normally subject to its courts and lmrs, but in some countries foreign 

enterprises may obtain special treatr.;ent through agreements vith the host 

country or through a bilateral treaty betueen tbat country and their own 

country. On the other hand, sorae countries state unequivocally in their 

constitutions 8.nd legislation that foreigners cannot be granted exemption 

frou their lavs and are subject to their courts. I·Jany Latin Amcerican countries, 

for exar~plej reject any discrimination in favour of aliens as against their 

nationals and, in the terms of the traditional "Calvo clause", expressly state 

that foreigners must accept the jurisdiction of the local courts and renounce 

all claims to the diplmmtic protection of their mm Governments. In certain 

cases~ foreign nationals~ or enterprises v1ho seek the diplomo.tic protection 

of their 011n States, are subject to expulsion or the for:Lciture of their rights. 

The Constitution of Uexico contains a typical provision of this kind. 

Article .27 states: 

" ... legal capacity to acquire o'mership of lands and >raters of thee 
nation shall be governed by the follouing provisions: (1) only 
Mexicans by birth or naturalization and J.iexican corporations have the 
right to acquire mmership of lands, ""' ters and their appurtenances, 
or to obtain concessions for \10rking raines or f'or the utilization of 
uaters or mineral fuel in the Republic of llexico. The nation r:.ay 
grant the sar<~e rights to aliens, provided they agree before the 
LinistTy of Foreign n.ffairs to consider themselves as Nexicans in 
respect to such property, and bind themselves not to invoke the 
protection of their Governments in matters relating thereto; under 
penalty in case of non-compliance of forfeiture to the nation of 
property so acquired". 
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D. :Cxpropriatio_p._.._§_.nd _othel~ _ _forras of taking 

lf 7. It is a well-lmmm :fact that the lear o:f possi blG expropriation or 

nationalization tends ,to inhibit the in:flNl o:f foreign p:civate capital and 

accelerate its outflmv. Consequently, it. is necessar;;r i'or cormtries ,;.,rhich have 

assie;ned such capital a major role in the dGvelopmGnt of their natural resources 

to state their poJicy regarding expropl''iation and othex· fon;lS of taking in 

unawbiguous ten::1s. Ilany States have aclopte6. constitutional or legal provisions 

er.1pmrering them to tal<e over natural resources enterprises ancl othel' enterprises, 

either pert.lanently or temporarily~ throue;;h expropriation p nationalization~ 

confiscation or requisitioning~ in nthe interest, of the State11 
,. or :i:'or Teasons 

of 1'public1
' or 1'social11 ''utilit:/' or 11 necessit.y11

• IJ:'he pouer to take: over private 

proper-Cy is not necessaJ.:'ily exercised in favou:c of the Sta-te; it r.1ay be exercised 

for the benefit of' an existing oT envisagecl private cor.1;pany) \<Then this is deer.1cd 

to be just.i1'ied in the interest of the national econcny. IIo1-;rever J most of the 

constitutions \lhich contain expropriation provisions state 0Ghat prope:cocy r.my be 

expropriated only fOl' the public benefit or reasons of public utility, and that 

co1:;pensation shall be paict. In addition~ sor,le cons·Gitutions specif'y that 

juTidical proof of the reasons given for expropriation shall be provided (for 

cxarnpleJ Cambodia? Cen·tral 1-\.frican J3.epublic, Costa nica~ Ll Salvador~ Gabon~ 

Greece, Haiti~ Lebanon~ Libya 9 I-iadagasca:l""' 9 llorocco, HHanda~ Senegal, Togo) or 

that expropriation shall be carrie6. out in accordance vith the provisions of the 

lmr or cstablishec1 leo;al procedures (fol' example, '"tghanistan, Argentina, Bolivia, 

Chile, Colombia~ bcuador, lloncluras,~ India~ Iraq~ ICuv1ai t ~ LiDya~ l:iorocco, Pakistan, 

Pa,na111a, Paraguay 9 Somalia J r:curkey). 

48. Sor.re constitutions provide that the mrner of the property nay contest the 

legality of the expropriation in the courts. For example, the Constitution of' 

Zar:1bia provides that the lau under \rhich the expropriation is carriecl out rmst 

11ake pr,o:vision for: 

n ••• securinG to any person having an intel"es"'c in or richt over the propert;y 
<'-1 right of access to a cor.rt or other authority for the determinatioE of 
his interest or right, the legality of" the ·L~aking of possession or 
acquisition of the property, interest or riG:ht and the amount of any 
compensation to which he is en-·~itled, and for th8 purpose of obte.ining 
pron:.pt payment of that compensatior.. 1' • 
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49. SiE1ilar provisions nrc inc~uded in the Constitution of Kenya and those of 

i ia.la<li, Sie1·ra Leone and Uganda. 

50. 1Tith rcec;ard to nationalization, the constitutions of ;nany States (including 

Argentina, Bolivia, Brazil, Colonbia, India, Nicaragua, Parae,uay, Peru, Syria and 

'I'trrkcy) provicle expressly that private p:coper·Cy may be nationalized, but draw 

no dis;tinction in that respect betueen the property o:L nationals and that of 

aliens. In other States 9 the constitutional basis f"or nationalization is 

provided by clauses relating to expropria·cion )ihich O.o not state expressly hou 

the property expropriated is to be disposed of. In some cases, the constitutional 

provisions for nationalization are of a general nature and encompass all resources 

and/ or neans of production. 

to, certain areas or sectors 

In other cases, the provisions refer spec,ifically 

for example, public utilities (Nical"agua). 

51. Legislative measm"es relating to expropriation or nationalization stress 

the actual purpose for >lhich the State is taJ;ing the property in quest,ion and 

sl1ecify the >Tay in vhich ·the s·cate intends to dispose of that property. The 

legislative r.1easures model" which a State takes property for the purpose of 

acquirinc control ove1· it diff'er uidoly as to the fonn in uhich the State \lishes 

to exercise control over the property talcen: mmership of the property uay be 

vested in the State itself, or in the competent units of a federal State, or 

mmership and/ or operational ,control L18Y be vested in a body specially created 

for that purpose by the Sta·cco. Some lal/S express a general intent to 

nation,alize a given industJ..ny or sector of the economy at a given date in the 

fv,t1.ITc. 

52. The forn of' talcing lmo'm as "confiscation" usually has a punitive significance, 

rmless the o}mers of the property in question are specifically guaranteed 

colilpensation. In sor.1e States the constitution prohibits the punitive confiscation 

of property (for .example, those of Argentina, Colombia, Ecuador, El Salvador, 

Panama) and Peru)~ In certain countries~ such as Bolivia
3 

Paraguay and Uruguay
9 

the consti +.ut.ion prohibits tl1e confiscation of property for political reasons. 

In others, tile constitution stipulates that confiscation must be carried out 

Pursuant to let;islative action or judicial decree (often with a provision 

relating to mandatory compensation). In some States~ punitive confiscation is 
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li1uited to b. speciJ::'ic t:.rpc of· propert:{ or to spccii'ic oi"~'ences such as treason 

(for example, Ethiopia), propaganda :Cor intrigue against the Government by persons 

residing abroad (for example, A:Cghanistan) or to specific groups of persons, such 

as eneuy nationals (for example:; Nicarac;u.a) 

53 The taking of property through requisitioning usually takes place under 

special circur,1stances of national emergency) defined. in such terms as uvrar" .l' 

"domestic disturbancesn and 11 the restoration of public order 11 

54. !lost countries recognize the principle of compensation in the case of 

expropriation, and in many cases the compensation. is qualifieo_ rJy such terms as 

Hm1ever" so:me cormtries, 

such as the United Hepublic of 'J'anzania, provide tha-t only an approved percentae;e 

of the assessed value of' the property shall be paid as conpense_tion In some cases 

the conpensation must be paid before the property is taken (for ex&Jple, 

Afe;hanistan~ li.rt;entina~ Bolivia, Brazil, Burundi, Canbodia Central African 

Republic, Chile, the Democratic Republic of the Congo, lU Salvador, Gabon, Greece, 

I-Iai ti, Honduras, Lebanon, lladagascar~ P~nama.$ the People 1 s Republic of the Congo~ 

Peru, R~;mnda, Senegal, Togo and Uruguay). r1'he constitutions a:c· sorae other 

cotmtries specify that th8 compensation shall be 11 timely11 (Scmalia) or that it 

shall be paid u.iurnediately11 ('11urkey) or 1rpromptly" (Kenya~ llc1laHi 
9 

Sierra Leone~ 

Uganda, Zar,lbia) 

55 In most instances the lmr or decree providinG for the taldng of' the property 

fixes the amonnt of compensation to be paid o:r SlJecifies the pr:..nciples according 

to which and the way in 1vhich the cor.1pensation is to be deteruined and t:;iven. 

For example, the Investment Code of Algeria, pronulgated on 15 September 1966, 

states that >rhen enterprises oene:fi ting f'rom the Code are taken by the State, 

compensation eq_ual to t_he net value of the patrimonial elements recuperated by 

the State shall be paid. 

56. In some countries (for exar:ple, Greece) the ruaount of co;;1pensation is fixed 

by the courts. In other countries, the constitution specifically states that the 

ouner of the expropriated property may have recourse to the courts if there is a 
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dispute aUout the eram .. mt of the conpcnsu.tion or its pa:yr.tent (for exanple~ the 

Democratic :Republic o:L the Conca) Ethiopit.;., Kenya, LalE~Iri~ I·Jalta_ HiGeTia_ 

COLlp2n..3at,ion is usuc.'.lly payable in either 

(a) sho.res a::..~ otl1er securities in neHly cre,J.-L;ed State enterprises or tl1eir 

operc..tional bodies 11hich are exchanc;cd for shares :Lo.J. ... the expropriated private 

entei'Pl"ise, Ol ... (b) cash or governuent ·uonc.Ls or other negotiable instrtlJ1lents 

•Jith varyinG r.;att~ritJ periods. Sot1c constitutions - those o:L Br_azil and U:-cuc;uay, 

f'o~~ c:~ar:1plc - speci:.='J' tho. t the coupensation shall be pai0. in cc.t.sh. Il1 so1::1e 

instances it is furtl1er provided that, 11hen J":oreign enterprises arc tal:::en 1Jy the 

3ta.te, conpensation shc.ll be pbid in. -c~1c :::-oreicn currency in vrhich the investment 

1ld.S L18.de The consti tutio:.1 of some cotuTcri'2S stc.~te expressly tl:at the 

cor,1pensL.I.tion pt.Lid in case o:i:-. exprop::cio..tion L~ay I.Je :freely trt::.ns.:L·er:red abroad· 

::Tor exa.l_:.ple, the Consti tv.tion of ICel1Yc'. stc.:~·Ges: 

11 lTO pe:cson uho is eEtitled to coBpcnsation under tl1is sec-cion 
shall be preventecl fror,: reltlit·C:i.ng, ~.Iithi:i.l c':. reasonc:Ole time o.:Lter l1e 
has received an::,r ~Ja~'l!leD"C. o:L' thb .. t cor,lpens'""' .. tion, the vrhole of that 
:pa~.rmen-c. ( ~-i~ce :L':com c.,_ny Uecluction, chc., .. rcc OJ.." tax l;l&O.c or levied in 

) 
n respec·c.. u:L its rw:-lission to <-.ny count3..---;:,r of his c:·w:i.ce outside Kenyc.. 

57. Virtually identicr~,l provisions aTe to be found in the Constitution of 

i-it~.laui and that o:L Zaubio.. 

)8. i~ tine-linit :~1ay be set fo:r· the pa~n.·.1ent oJ:" compensation lor ezo.:.1ple ~ nine 

E10l1-'chs in the C£:-...SC Of r\lc;erio.., Cor.1pensation is souetiues po.yc-.ble in instalnents) 

c-..\nd in ·Chis case". too~ t.ii.le--lir,lits Iaay be set fm.:" the COlilpletion oi the payr;~ents 

( J.'ol" instance, tlTenty years in l;l Salvador c:: .• nd ten years in 1\G"'key). !Ihen 

COiilpensation is paid in instalncnts 
9 

provision is usually uacle :e·or the payraent 

o:i interest the rate o:L ·uhich is :L"'ixed by lc.nr; the ConstitL1.tion of rrurkey, for 

e::_auple~ contc_l..ins dl1 express provision to this ei'fect. 

59. Sonc couTJ..J~ries have acloptecl constitutional or lecislati ve provisions stuting 

tho.t .:L'oreigneTs c.re not cntitleQ to cl._:.iu c:.ny speci[1 .. l ric~r'c.s or conpei1SD.tion 

tJ·?lich cannot be claiued Oy na·Gio~~tals of the s-Ga-Cc concerned. ~'or cxar:cple, nost 

L.·,tin 1-'..r:lerican consti tntions contain the so-culled 11 Calvo clausen~ according to 

vhich c.~liens i:Iust subr.1i·C ·L.o ·Ghe laus cJrKL courts of the ~:.ost count:cy and renonnce 

all diplomc'...tic claiE1S~ In sor,1e CJ.ses the constitution stipu~ates that the 

pToperty richts of aliens shsJ.l lapse a~ ·GeT '-- spcci:Lic pe:;_~iod of non-Tcsiclence _ 

vhichJ in the case of Ila.iti :i.··or e:;::auple_ is --'cMo yeal~G. 

I 
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60. Unless special arrangements have been concluG_ed, disputes arising from the 

operations of d :i:'oreicn enterprise are subnitted to the courts of the host 

country. Special provisions relating to the settlement of disputes may be 

included in laws concerning natural resources, in concession agreements pursuant 

to a lmr authorizinG arbitration clauses and in concession agreements in countries 

>-There no general natural resources l'm e:cists. These provisions may provide for 

recourse to arbitration (for exmnple, Dahomey, Ghana, Greece, Ivory Coast, 

Hauri tania and Senegal). The 1961 Investr.Jent Code of Dahomey provides that each 

party to a dispute shall non1inate an arbitrator, and that a third arbitrator shall 

be nominated by agreenent betveen the parties or by a highly qualified authority, 

to be designated in the contract or convention. T'his authority r.Jay be the 

higl1est judicial authority of the country of which the investor is a national. 

In Somalia, all disputes concerning the interpretation or application of the 

1960 Foreign Investnent Lmr are to be settled by discussion behreen the parties 

concerned and the Committee on rore;Lgn Investnent established under the lmr. 

If the dispute is not settled 1rithin ninety days, it nay be subEJitted to an 

arbitral commission consisting of three me1;1bers,. one nominated by each party and 

a third by the first tvo arbitrators or by the President of the Supreme Court. 

In some cases (for exm;ople, Hadacascar) an arbitrator 1.1ay be dra•.m by lot from an 

officially approved list. 

61. In an increasing nw:.iber of cases~ investment contracts bet\Ieen host countries 

and foreign investors refer to the Convention on the Settlement of Investment 

Disputes betveen States 2nd Nationals of Other States, or to the International 

Centre for ·t:.he Settlement of Investnent Disputes (ICSID). The Convention uas 

fonmlated by the r:xecuti ve Directors of the International Banlc for Reconstruction 

and Development (IIlRD) on the instructions of the Board of Governors of IDHD and 

uith the assistance oi' international legal experts convened first in several 

regional Lleetings (as Addis Ababa, Banglwk, Geneva and S;:cntiago de Chile) and 

finally in a >-Torld-uide meeting in 1!ashington. It 118.3 opened for signature by 

the Heuber States of IBRD on 18 !larch 1965 and entered into force on 

14 October 1966, at uhich time ICSID cme1e into beinG as a non-financial meuber 
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of' the 11orld Banl< group of' ore;anizations. ics of' l July 1969, sixty-one countries 

(:rorty-f'our of' them developing countries) had signed the Convention. Of these, 

fifty countries (includine; thirty-eight developing countries) had deposited 

instruments of ratification to become contractine; States.
12/ 

62. ~he Convention creates the possibility, always subject to the consent of both 

parties, for a contracting State and a foreign investor 11ho is a national of' 

another contractinG Stace to settle any legal dispute that might arise out of such 

an investment by conciliation and/ or arbitration before on iLl partial, international 

fortun~ The Convention specifies the circumstances under which disputes may be 

submitted to U1e Centre and the method by which conciliation commissions and 

arbitral tribunals are to be constituted and conduct their proceedines. 

63. F-.coceedings before the International Centre may be initiated either by the 

host country or by the :Z'oreign investor acting in his oun nane and on his own 

authority and without sponsorship of his Government. Recourse to the Convention 

is voluntary, un:ess and c1lltil a State party to the Convention has consented to 

such proceedings wi.th regard to a specific dispute or for all investment disputes 

under an agl'eement 11ith a given investor or, generally, under a la11, a treaty or 

other separate instrULlent. The investor's agreement is similarly required where 

the host Government wishes to proceed against him. Once both parties have agreed 

to arbitration by the Centre, they are, under the Convention, irrevocably bound 

to carry out their undertaking and abide by the arbitral mmrd. 

_]._?/ The fifty countries 11hich had ratified the Convention as of l July 1969 are 
the follm1ing: 

Developed countries: Del:mark; France; 
Iceland~ Ireland; Japan; Netherlands; 
United Kingdom; United States. 

Germany (Federal Republic of); 
Norvay; Suedcn; S>Vi tzerland; 

Developing countries: Afghanistan; Cameroon; Central ,,frican Republic; 
Ceylon; Chad; China (Tah;an); Cyprus; Dahomey; Gabon; Ghana; Greece; 
Guinea; Indonesia; Ivory Coast; Jara.aica; ICenya; Korea; V1alagasy Republic; 
l-lala11i; I.!alaysia; Mauritania; liauritius; Norocco; Nepal; Niger; 
Nigeria; Pal:istan: People's Republic of the Congo; Senegal; Sierra Leone; 
Singapore; Son1alia; Togo; Trinidad and rr·obaGo; '11unisia; Uganda; 
Upper Volta; Yugoslavia. 
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61.:-. Other facilities for the settlement of investment disputes <.-.re also available, 

In lC)62, the Internatiom:.l Bureau of the Pen;mnent Court of Arbitration at 'l'he Hague 

issued its nnule oZ nrbitration anC_ Conciliation for 8ettle1,1ent of International 

DisplrCes bet.ueen T·uo PartieG of 1rhich only one is a State11 and declared that the 

Court 1 s facilities 1;1ere availdble to States parties to ~rhe Hague Conventions and 

to investors 
9 

regard.less of 1-rhether they 'i.Iished to select arbitrators from the 

Court 1 s panel Ol' not. Sirl1ilarly J the .:·1.I'bi ti'a-~ion Tribunal of the International 

Chauber o:L Com11erce has for a nur:1ber of years been used for the arbitration 

of invcstrilent. disputes. 

65. 1-l.not.her l!1Cthod. o:L settl_ing disputes resorted to by Governments and :Loreign 

investoTs is by conciliation. In this case, the parties often need no more than 

a third par:ty in 11hom they have :full confidence to help them set-tle their 

differences. In nome cases the l'act_-Zinding function of conciliation may by 

itself leD.d to a.Il e.micable settlenent. It has been found that in uost C<JBes 

the parties do in i'act accept the conciliator, s recomnendations, 

66. I.lany developing countries have adopted consti t.utional or legislative 

provisions o:.~ issued policy· state1~1ents giving foreirp investors assurances against 

the taking o:L'"' their p1·operty and/or transfer Tisks. In China (Tai11an) the scope 

of the assurances given depends on 1-Thether the foreign investor holds a majority 

or minority interest in the protected enterprise; in the J:'orJ:.Ler case~ the Lav on 

Investcent by foreign Nationals contains an outright cmm1itment against 

nationalization Oj_~ expropriation o:C the enterprise for the first tt-;enty years of 

operation; in the latter case, there is no such undertc.llcing~ but the ioreicn 

investor is assured of reasonable co1,1pensation ii' the enterprise is nationc.tlized 

or e::~pl~op:riated 11 0ecause oi' nat~onal de:fe:1ce neeG.s 11
• 

1l""he Investr~ent Code of 

Guinea generally asst~res foreign investti1ent against 11 all spoliation" and provides 

that 1-rhere an enterprise has to be ta};:en over by the Government because of "vital 

necessity for the national econo1uyt' the price to be paid "\Jill be [!freely agreed 

by the parties11
• !J..lhe investr11ent lavrs of Somalia and the countries of the 

Last ;l.frican Common Services Organization (Kenya, Ugcl,.nda and the United Republic of 

Tanzania) expressly prohibit the expropriation of on appToved enterprise~ except in 

case cf war or by reason o:f puOlic interest. 
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67. In order to lend greater vleight to their promise to protec·c the interes"cs 

o:f foreign investors, many Qeveloping countries have embodied their assurances 

o:L protection in bilateral trea·cies uith capital-supplying countries .. Generally 

speal:ing
9 

these treaties may be assimilated to one of tvro main types. The 

f'irs·i; type, in use since tl1e late 1940s, is in fact a nevl version of the 

traditional conprehensive coumercial treaty o:f 11 establishnent' 1 or of 11 friendship, 

coi.:ill1erce ancl navigation11 
9 

adapted to include provisions concerning 

non-discri:uination <:.i{;ainst nationals of the other contracting party and the 

payment of pronpt~ adequate and effective cor11pensation in the case of any u1easure 

of requisi tion5 disposal~ lliili tation, restriction or eA.'}Jropriation affecti_ng the 

property, rie;hts and interests o:L nationals o:L the other contracting party. This 

type of treaty has been used by Japan, the United States, the Federal Tiepublic of 

Gernany anci the United I\ingdom. 

68. The last-naned tvro States, and other capital-supplying countries, have also 

used the :Jeconcl type of treaty:> 11hich has been developed more recently anO. is 

more specialized in that it tleals specifically a.rtd in greater detail uith the 

proYtlotion and protection of foreign investment. Jcs an example o:L the second 

type, vre :-Jay cite the Convention concerning Encouragement of Investment of Capital 

and Protection of Property concluded bet1!een the Netherlands and Tunisia, 

aTticle 3 of· 11hich x·eaUn as follous: 

"\/here one Party expropriates or nationalizes property, rie;hts or 
inJcerests ·belone;inc; to individuals or Oodies corporate being nationals 
o~Z' the other Party oT takes against them any C.i:cect or indirect measure 
oi' dispossessio:n~ it shcJ.ll uake provision for the payr,le:nt of effective 
and adequate co:crpcnsation in accorcle.nce vith international law. The 
anount of such co;~1pensation~ vrhich sl:.all be deternined at the time of 
the expropriation~ nationalization or diGl)OGGession~ shall be pu.id 
lfi thout unC::.-~.J_S delay t.O the person entitled. -i~llereto. rlhe BHOUDt of 
such conpensation shall -~e -~ransferred promptly.. 11easures of 
expropriation, nationalization or diSJ?OssesGion may hovrever not be 
discrinincLtory or contrary to a specific unde:ctaldng. n 

69. r-c lil8,y be noted -~hat cor;1m.erc~ial treaties conclv_ded bet"\Jeen developing 

cotult::cics also provide for the reciprocal protection of the interests of the 

nationo~s oi' the contrac·t:.ing parties. JTor CXai:J.ple' U-.te rrreaty of Commerce 

concluded bctucen India und Al'ghanif~tan provides, in article 3, that: 
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~~~['he proper·Gies ~ of uhatsoever description, of the nationals ol' 
either contracting party shall not be seized or confiscated except for 
reasons of public interest and only 'i::L real and just coupensation is 
e;iven to them fo.r such expropriation. 11 

70. Partly on ~;;he llasis o? the a?orementioneCl agreements uith developing cmmtries, 

sorae capital e::::porting countries have established bilat.eral guarantee schert.es 

to pl~otcct their nationals llho invest in developing countries against the major 

non-cornmercial risks. u/ 

I-I. Conservation neasures 
--··---·-~ 

71. Conservation raeasures are essential to ensure t...hat natural resources are 

develolJed in a raanner consistent 1-Ii th the economic int.erests o:L the country 

concerned~ Ail:d the health anU uell-beinc; of its people. 
11 •.. na-~ural resources 1~1est be used, bi . .-lt used in such a vray as to 

get the rae.xii;ll.\l!l gooll froiJl ther.1, to stretch the supply as far as it can 
poss~bly co an~~ ui th r~10st ~~es~urc~.'3 :· tc :repleni~~. ther,1,.. at the sar:1c, Gime, · W 
so tnat they 1Illl cont1.nuc -co rurn1.sh ",-..]::Je necess1. "Gl.CG o::c hunan cx1.s·cence11

• 

72. I~or e::~ample ,. L1any countTies have enc,cteC~ lecislation designed to ensure the 

renevTal of forest resources 1rllich inpo.::;es ce:t'"'l~t:J.n obligations concerning i'elling 

and replantipg on 01rnern of' private forests cmd on licensees or lessees of public 

iorest luncls. 

Foreign TnveG'tr1ent in DeveJ.opi!lfL: CountrLes (UniteC:L Nation.s publication; 
sal-eS~TO::--:c. Gs. rr. D :2)~~ .. -----·~--.~·- -·-·-·-·--

Science and 'fechnolor;y fer Dcvelcrpr;:ent: Volume IIJ tiJatural Resources, 1963 
(U1;i ted--irati~~~·p~~~blicattOn~- Sales -No. : 63 .. I .·22-r;-p. 12. ~ 

I 
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III. CONTROL O.F NATURAL RESOURCES ENTERPRISES 

73. In order ·co be successful in their search for new foreign cari tal and know-ho>< 

for the development of their natural resources, the developing countries must try 

to harwonize their desire to maximize national control over and profits from that 

exploitation with the legitimate interests of foreign investors, whose investment 

decisions are based on the security of their capital and the monetary returns to 

be derived from it. The host country's fear that foreign interests will exercise 

undue influence over its economy and will interfere with its domestic and foreign 

policies is matched by the foreign investors' fear that the Government of that 

country will interfere unduly with the operations of the enterprise. 

74. The exploitation of natural resources often requires enormous amounts of 

capital and involves high risks. Consequently, it is usually carried out by 

branches or subsidiaries of large international firms. These branches or 

subsidiaries wield considerable economic power in the host country - on the one 

hand, because they are major sources of salaries and wages, major contributors to 

the Government's revenue and often major purchasers of domestic goods and, on the 

other, because they are backed up by their influential parent companies which have 

at their disposal vast reservoirs of capital and technolor;y and control immense 

distribution networks. Host Governments ·have become increasingly concerned about 

the possible impingement of that power on their sovereignty and ab:Jut their ab:Llity 

to orient the policies and activities of natural resources enterprises in the 

manner they deem most beneficial to their peoples. 'I'he enterprises, for their 

part, often contend that too large a measure of government intervention in their 

activities tend_s to limit their commercial freedom of action and impair the 

economic efficiency of their operations, to the detriment of the host country as 

well as of their sharehol~ers. 

75. Concern about the degree of influence exerted by foreign capital on the 

national economy is not confined to developing countries; it is felt even in 

developed countries, as is shown by the following passage from the final report of 

the 1958 Royal Commission on Canada's Economic Prospects: 

11 the benefits of foreign investment that we have mentioned are real 
and tangible. It is more difficult to state in similarly precise terms what 
the dangers are in the present situation and what conflicts might occur 
between the interests of Canadians and the interests of the foreign owners of 
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wholly-uuned suOsidiaries of foreign comQanies :1perating in Canada. In the 
course of' the Cor.runission's hearings, concern T;.JaS expressed ·:Jver the extent t:J 
1db..ich our productive resources are controlled by n:Jn-residents, m:Jstly 
Americans. 1Yhny Canadians are \·!Orried ab:Jut such a large degree Jf ec·"Jn·:Jl'C!.ic 

decision-n1.aking being in the hands :Jf Canadian c:::>mpanies c:Jntr.Jlled by 
non-residents. This concern has arisen becaw:oe of the concentration of foreign 
:J\mership in certain industries, iJecause of the fact that m:Jst of it is 
centred in :me ccuntry, the United States, and because most :Jf it is in the 
form of equities ,.,hich, in the ordinary course of events, are never liKely to 
oe repatriated. Some people thinlt it is foolish to worry too much ab:JUt the 
p:Jssible dangers of forci8n investment in this country. However) the cot:trary 
:.Jpini-:::nls on this subject >:ihich \:Je have mentL:med do in fact exist and if a 
period of political or economic instability should occur they might develop 
int:J demaads f-:Jr restrictive or discrimir..atorJ' action of an extreme kindJ the 
consequences of 1-Jhich l70uld be unf:Jrtunate for all concerned~ lS/ 

76. More recently, on 2 March 1970, the Government of Canada announced that H 

l'iould not permit a c·:Jmpany controlled by foreign interests to buy a dominant 

interest in Canada 1 s IJiggest uranium mine. The Government '>vas thought to have been 
11 pushed in that directi:::m by public Ot?ini-::m 11 "'i'i'h1ch 11 b...ad become increasingly 

concerned about the effect of foreign mvnershil! on Canada 1 s political 

independence'1.l
6/ Although U1e Government ·:Jf Canada l'ias believed to 11 share the 

C·:Jncern11
) it \'!as expected to 11 continue t.:J distinguish bet'i·Jeen ne'i·J investment that 

adds to jobs and production and takeover investment v1hose principal effect is to 

transfer control outside tl1e country". In effect, the Prime Minister has said 

"I am not an econcmic nationalist and I believe that the 11hole device of nationalism 

is an impoverished one 11
• He has also emphasized that 11

if 1-Je kee[.) out capital and 

keep out technology l'ie \'Jon 1 t l)e able to develop our resources and we lfJ:Juld have t::::> 

cut our standard of consumption" ):J} 

A. Extra-enterprise control and intra-enterprise control 

77. In order to be ar:rreciated properly, U::e c;_uecticn of control rc,ust be placed. in 

the approrriate flerspecti ve. Host Governments J by virtue of their eovereignty _, 

possess r.:.eans of c:Jntrolling the policies and activities of natu:cal resources 

etcterprises fully or partly 01med by foreign invest:ors through a elide gamut 8f 

15/ Roy11.l Commission on Canada's Ec:.:momic Prospects) Final Reo::Jrt (ottavJa.J 1950), 
pp. 389-390. 

!:2/ The New York Times, 4 !Viard1 1970. 
11/ Ibid. 
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devices, such as tax measures, monetary measures (including foreign exchange 

control), import licensing, export regulations and administrative procedures. 

These means of extra-enterprise control enable the Government to exert considerable 

influence on the decision-making process within the enterprise. The Governllient 

may well decide to utilize these extra-enterprise means to the full before 

determining whether the desired degree of control can be achieved only by 

intra-enterprise means, that is, by acquiring a portion of the equity of the 

enterprise or increasing the portion it already possesses. 

78. The Government may well conclude that the effective application of an 

appropriate combination of fincal, monetary and for·eign trade measures will for the 

time being yield the desired degree of control. In drawing that conclusion, the 

Government may well have taken into account the fact that effective intra-enterprise 

governmental control depends upon the presence on the Board of Directors of 

representatives who are fully conversant not only with domestic laws and business 

practices but also with the technical intricacies of the industry and the complex 

business practices of the large international firms clhich handle the exploitation 

of natural resources and the marketing of natural re:wurces products. 

79. The host Government may not be in a position to exercise genuine 

intra-enterprise control unless and until its representatives on the Board of 

Directors have the training and experience that will enable them to exert a real 

influence on the formulation of the company's economic plans arn the taking of its 

managerial dccisiJns. Otherwise, the influence of the host country representatives 

may be more apparent than real, since it will in practice tend to be limited to 

such matters as prices, the employment of nationals, and wages - objectives '"hich 

could be attained by extra-enterprise control through a combination of restrictive 

regulations and fiscal incentives. 

80. If the Government decides, for whatever reason, that it wishes to increase 

its degree of control over the enterprise by increasing its intra-enterprise 

control, it will have to resolve two fundamental questions. The first relates to 

the opportunity cost of the funds to be contributed by the Government. When a 

host country wishes to acquire equity in an existing or envisaged natural resources 

enterprise it may contribute land (in the case of agricultural ventures), subsoil 

rights (in the case of mining and petroleum ventures), fishing rights in 

territorial waters, and/or funds. The latter may be paid from existing financial 
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resources or from future financial resources (mainly dividends of the enterprise 
concerned). If the Government contemplates contributing present or future funds, 

it must weigh carefully the advantages of investing them in the enterprise 

concerned, for which foreign capital may be available, against the benefits to be 

obtained by assigning them to other priority needs for which external finance is 

not readily forthcoming. In particular, where exploration is involved, 

consideration must be given to the likelihood that the exploration efforts may be 

unsuccessful or that any mineral or petroleum deposits that may be discovered may 

not be economically exploitable. Of course, it is not always proper or advisable 

for the Government to assess the desirability of contributing funds to a natural 

resources enterprise in a purely economic context, isolated from the broader 

context of the national development plan. 

81. The second question is that of the possible deterrent effect of Government 

insistence on acquiring a controlling interest. The Government will have to 

decide whether the political and economic interests of the country are better 

served: (a) by acquiring such an interest, even if this tends to act as a 

deterrent to the flow of foreign capital and technology and hence to reduce the 

country's rate of economic growth; or (b) by accepting for the time being the 

continuation of the existing degree of control, in order to attract more foreign 

capital and know-how, which will generate a higher rate of economic growth and 

enable the host country to accumulate the capital and know-how which will in the 

long run enable it to operate natural resources enterprises by its own means. 

82. Irrespective of whether a Government decides at a given stage to content 

itself with extra-enterprise control measures or prefers to seek a significant 

share of intra-enterprise control, the fact remains that the attainment of 

economic independence makes it necessary for a developing country, in the long 

run, to acquire a majority interest in natural resources enterprises partly or 

fully owned by foreign interests. Historical precedents for this process are 

provided by countries now regarded as developed - for example, Italy, which in 

the late nineteenth and early twentieth centuries received capital and know-how 

from the more industrialized European countries.!§! 

18/ Inter-American Economic and Social Council, "The role of foreign private 
investment in the development of Latin America" (OEA/Ser.H/X.l4 CIES/1371 and 
Add.) (Washington, D.C., 20 May 1969), p. 286. 
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83. During the past two decades, the proposals made by the Governments of' several 

developing cnuntries with a view to establishing a broader co-operative basis for 

their relationships with natural resources enterprises, particularly those 

concerned with mining and petroleum extraction, together with the positive response 

to those proposals by many of those enterprises, would seem to indicate that 

despite past divergencies of vie>r, areas of reconciliation can be found when both 

sides acknowledge their interdependence. The policy adopted by developing 

countries with regard to new contractual arrangements f'or the development of 

natural resources varies according to each country's over-all policy towards 

private property, its stage of' economic advancement, the size and influence of its 

domestic business sector and the attitude of its public opinion, which is moulded 

by various historical, political and economic factors. 

84. Contemporary arrangements for natural resources development tend to divorce 

management from ownership by granting foreign interests broad but not unlimited 

managerial control of' the enterprise concerned, without concomitant ownership 

rights. This is achieved by a broad spectrum of contractual arrangements, ranging 

from agreements under which foreign interests exercise the maximum permissible 

managerial control to agreements under which the foreign enterprise sells its 

know-how to a national agency entrusted with the development of' a natural resource. 

85. At one end of' the spectrum lie arrangements which resemble the traditional 

concession agreement in that foreign interests provide all the capital and know-how 

and manage and direct the enterprise, but differ from the traditional agreement in 

the following ways: the activities of the enterprise are made more compatible 

with the priorities of the national development progra~~es of the host country; the 

Government of that country plays a greater policy-making role and receives a larger 

share of the profits; and the national labour force receives higher wages and more 

fringe benefits and training. In the case of mining or petroleum concessions, the 

concessionaire may be required to process at least a sizable part of' the extracted 

product in the host country. Very often the enterprise established under this type 

of' agreement is a joint venture between the foreign investors and the host 

Government or a governmental agency, in which equity in the enterprise is acouired 

by the Government in exchange for concession rights, or by the agency in exchange 

for concession rights vested in it by the Government. Recent petroleum agreements 
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contain a clause under which the concessionaire accepts the obligation to 

relinquish, according to a predetermined calendar, the unexploited portions of the 

area covered by the concession agreement so as to release them for other 

concessionnaires. The agreements may also contain restrictions on the way in 

which output is evaluated and the revenue disposed of'. They may also contain a 

"most favoured nation" clause under which the host country may claim terms as 

advantageous as those offered to other countries. 

86. In those arrangements which require the f'orei3n enterprise to provide all 

the capital and know-how needed to carry out an exploration programme whose cost 

will be reimbursed only out of production, the risks have often been greater than 

a single company has been willing to assume, and in many cases the result has been 

the creation of' interl".ational consortia in ;;hich the risks are shared by a number 

of' companies. Moreover, in a number of major natural resources projects the 

capital and know-how provided by foreign private consortia have been combined with 

substantial capital contributions by public international or national financing 

institutions. These arrangements have greatly allayed the host country's 

apprehensions concerning domination of its economy by foreign interests and 

especially of domination by one foreign country, and have also reduced the foreign 

investors 1 fear of possible commercial and non-commercial risks. 

87. The other end of the spectrum is represented by arrangements under which 

natural resources are developed directly by an agency owned by the Government 

of the host country, l?hich concludes with a foreign enterprise a contract for the 

provision of know-how needed to carry out all or certain parts of a programme for 

the exploration and exploitation of the resources. Under such an arrangement, the 

governmental agency acquired know-how like any domestic enterprise which has 

concluded a technical services agreement with a foreign firm, and the foreign 

enterprise supplying the know-how incurs little or no financial risk. 

88. The rest of' the spectrum is occupied by a whole range of' arrangements 

tailored to fit the requirements of' the host country, which combine, in varying 

proportions, the essential features of the two above-mentioned terminal types. It 

should be noted that various types of agreement may be found in the same count~J. 

89. The wide variety of new contractual arrangements described in part two of' the 

stltdy show how arrangements 1?hich separate broad managerial control of' natural 

resources enterprises from o1?nership of natural resources can enable developing 
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countries to obtain needed capital and know-how and a larger share of the profits 

of such enterprises while significantly allaying the people's concern about 

fore.ign domination of the national economy. These arrangements have been 

particularly useful to governmental agencies, permitting them in many cases to 

acquire the technical and managerial skills they need in order to exert increasingly 

wide and effective control over the exploitation of natural resources. Both public 

opinion and business and official circles in developing countries now favour joint 

ventures between foreign and domestic investors over wholly foreign-owned 

enterprises. From the point of view of foreign investors, participation by 

domestic interests, which gives the venture a national colour, may to some extent 

reduce the likelihood of political risks. 

90. The trend towards joint ventures has increased considerably in the past 

decade. In the case of manufacturing industry, joint ventures have associated 

public and/or private domestic capital with foreign capital. In the case of 

natural resources enterprises, however, the level of capital investment required 

is such that in almost every case the joint ventures have involved, on the 

domestic side, only Government funds. Indeed, in many cases, the Government has 

not :provided funds, but has received equity in exchange for n"Jining rights or 

against future pa~ents out of dividends. Furthermore in oil concessions where the 

Government is to be a partner in the exploitation of petroleum deposits, the 

Government usually does not contribute to exploration costs and buys equity in the 

producing company which is not established until oil has been discovered in 

commercial quantities. 
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91, The question of intra-enterprise control has often been raised by host 

countries not as an end in itself, but as a means of obtaining a greater share 

of the profits earned by natural resources enterprises. When raised in this 

context, the question of intra-enterprise control may relegate to the background 

the profit-~haring issue, which may well be the real bone of contention. While it 

is a fact that increased equity ownership confers the right to an increased share of 

the profits, it is also true that host countries, through the exercise of their 

sovereignty over their natural resources, can attain similar results by other means 

(for example, increased taxes, higher land rents and higher royalties), 

92. In most developing countries, natural resources represent by far the largest 

source of wealth. The larger the enterprises engaged in the exploitation of 

those resources, the greater their contribution to the gross domestic product of 

the host country and the greater may be the pressure from the population on the 

Government to seek from the enterprises an even la1·ger financial contribution to 

the country's over-all economic growth and social progress, Another major factor 

which may lead the Government to seek a greater share of the profits of natural 

resources enterprises is the more advantageous terms obtained from another 

enterprise exploiting the same resource in the host country, or obtained by other 

countries from enterprises engaged in the exploitation of similar resources. A 

third possible factor is the nature of the resources concerned; if they are non

renewable, the Government may well feel that insufficient weight was accorded to 

that fact in determining the current profit-sharing formula, or that the enterprise 

has not made sufficient efforts to avoid unnecessary waste. The Government may 

also feel that it is entitled to increased profits in order to perform certain 

conservation functions which would normally be the responsibility of the enterprise, 

but may have been neglected by the latter, for example, replacement of surface soil 

in the case of open-cast mining, control of environmental pollution, systematic 

reforestation and so on. 

93. On the other hand, the natural resources enterprises, domestic or foreign, 

must make a profit in order to be able to continue their activities, and the 

conditions of competitive business and financial markets (including the trading 
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of the enterprises' sha~es on the stock market) place them under constant pressure 

to increase their profits. Furthermore, natural resources enterprises which are 

branches or wholly-owned subsidiaries may be constantly urged to make a maximum 

contribution to the consolidated profit-and-loss accounts of the parent companies 

and their affiliates. 

94. In these circumstances, disputes have often arisen as a result of the conflict 

between the Government's determination to maximize total payments received from the 

:foreign investors and the lattersT inE"istence on reaching or maintaining a return on 

their investment which they deem commensurate with the risks taken and at least 

equal to the returns earned by those who invest in similar enterprises. It is not 

easy to divide the profits of an enterprise between the host country and the foreign 

investors in a way that both sides consider equitable or reasonable. The 

difficulty stems from the fact that the profits of one party can be increased only 

by reducing those of the other, except when the foreign investors, by paying 

increased income tax in the host country, can reduce their tax liability in their 

own country. 

A. Profit-sharing formulae 

95· Within the framework of a given activity, the concept of what constitutes an 

"equitable" or "reasonable" profit-sharing formula varies both in time and in space. 

First, it varies according to the epoch. For example, in the case of petroleum 

exploitation the concession agreements signed in the 1950s usually provided for the 

payment to the host Government of a royalty of four gold shillings per ton of crude 

oil, plus other fixed payments such as rentals, commutation tax etc., which "came 

to an average of nearly 50 per cent of the profit".19/ Subsequently, however, oil 

prices rose, leading to higher company profits, while the "frozen gold prices" paid 

to the host Governments remained static. In 1948, Venezuela managed to secure from 

the oil companies an arrangement whereby the Government of Venezuela would, by 

various means (including royalties and income tax), be guaranteed a minimum of 

1_2/ Zuhayr /IJikdashi, A Financial Analysis of Middle Eastern Oil Concessions: 
1901-65 (New York, Frederick A. Fraeger, 1966), p. 155. 
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50 per cent of the profit. From the point of view of the United States oil 

companies, which negotiated the first fifty-fifty agreement, the fifty-fifty 

formula had the advantage of enabling them to claim income tax credits in the 

United States on the income tax paid in Venezuela. 

96. The fifty-fifty formula became standard during most of the 1950s and wao 

hailed by the oil companies as an arrangement "connoting a sense of partnership, 

equality and fairness" ,EfY In 1958, the President of the Standard Oil Company 

of ~:ew Jersey, the largest oil company, stated: 

''The fifty-fifty represents a tested principle for maintaining an 
equaJ~ity of interest through all the aspects of an inevitable complex 
relationship intended to endure for many years." 21/ 

97. A similar view was expressed in the same year by an executive of another 

major oil company, who declared: 

"Investment is made in the expectation of profit in relation to the 
risks involved. It is evident to the Middle Eastern authorities that it is 
not in their long-run interests to squeeze the life out of the companies now~ 
operating in the Middle East. Not only would they kill the geese that have 
been laying them golden eggs, but they would certainly discourage any other 
geese from walking into the barnyard," 22/ 

98. However, in August 1957 there had already been what was, in fact, a departure 

from the fifty-fifty formula, when Iran signed an agreement with AGIP Mineraria, 

a subsidiary of Ente Nazionale Idrocarburi (ENI), the Italian Government-owned 

company, maintaining the principle of a fifty-fifty divis;~on of profit b.-tween 

the Government of Iran and the producing company, but providing for joint 

ownership of the latter, on an. equal basis by AGIP Mineraria and the Government 

of Iran, which was thus entitled to 75 per cent of the profits. 

99. The first formal departure from the fifty-fifty formula came in December 1957 

when Saudi Arabia signed an agreement with a Japanese-owned company, the Japan 

Petroleum Trading Con1pany, under which Saudi Arabia was to receive 56 per cent of 

£Y 
21' _; 
22/ 

Petroleum Press Service (London, March 1958), p. 81. 

Quoted by Zuhayr Mikdashi, op. cit., p. 141. 

Ibio\., p. 142. 
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the profits. In 1958, KuHcj.t sign~;cl 2.11 agreement ·Hith U12 1\roiJiaJ:!. Oil Coov:;nn~r; 

-Hhich the Japo_n Petr~Jleum Tr-adinc; Com~Jany had Pstablishecl to cxpl~it ito 8PLlCli 

Arubion concessicm, under Iillich Km1ait \IB-S to receive )7 per cent of the prol'it.s; 

not ·:Jnly on operations condLlc·L.ecl_ "':Jy the foreign enterpris,: :L:t Kuwait but clEa 

on Olle:rc:.tior::s carried cmt abro2d, that is, the trensportc.tion, refining anc~ 

rr:ar:::c::ting oi the oil producccl in KLTH3it. Km,mit wets c.lso entitled to take Ll_~~ 

10 per cent of the opcn,_tin~; cowpany's shareo at par valLlC, Soon c.fter, l;l1c~ 

Saudi Arabie the same terms as Km-1ait. 

lOO. M.so in 1958, Iran eaGcred into ti-,'O contracts, one 11::Lth the Pan Americc-r~ 

Oil Company end the other 11ith Sopphire Pe-Groleur.l Ltcl. J "ilhicl2, like the 

ac;rc:cnL'rf~ l:j_th AGIP Mineraric.) provided t.hnt 50 per cent of -Ghe operating 

COPJ.p2L;.ie~J 1 -·:n-ofits ·uerc to ~JC r)eid to the G'Jvernmenl 1:hilc -Che reJ12:incler- ~.Yes 

to be 0hv.red equally by the: o•.ii.1C::rs of those cot:"!.panies, n2mely the G:Jvcrnmcnt--o•.med 

National Iro_nian Oil Compc<_n~' =~n(} PPn American Oil Com_pn-:1y anD Sapphire 

Petrolc:ur,t Ltd. 

101. Loo· __ inG back at the ;Je:ciod;; Ghe Shah of Iran y:rotc in 1960: 

11 My mind 1-ms m2de up that \-H~ should receive n r!luch better ;:;cole of 
royalties. As I savr i-t:- ::.he fifty--J'ifty hacJ c:mtl:Lvc::c~ it~; usefulness nne! 
<:Jo.s out of tune >,rL th OLl_r no_ti ona list ic aspirc.t i -:-ms. I 1.-ms sure ·He c·:JLllC 
iE!.pYO\-'C t1pon it ...... ~!-2 c.lo not 1-mnt to kill any [iDOse 11hich lays 
c;olClen ee;gs th8t benefit my country, but -.:"e iEtend ·co regulGte c::ach 
soose 1 s behaviour in the pLl_bl.ic interest Thos.:: vho s·c.ill lJorship s"t 
the nltar of the old f'i~'ty--:Lifty formula seem to leer th2t if ttey do 
not, hEnJ: together in SIJ<9I.JOrt of it) as far as profi-~s c;o; they 1:lill hc::-1c'; 
separotcly. Bu-G any moG;ic the 0ld fo:rmula may have bad is gone f·:Jr ever~ 
r;1~r roc:OPrs anC:. I \·Jill not have t:.o -.;.,1ait l0:-1[~ to sec it disappee,r as e 
:~ovcrnine; standard in -Gh2 lJOrld 'Jf oil, n '2.) 

102. The Sho.h's prophecy C2,mc true; :1any concession ae;recmcnts signee: ln r;-:cr:=:nC. 

yea:cs provide that the hos[, countr-y shall receive, i::-1 one form :Jr another; C'B 

much at> 70 to '{) per cent of the profits .. For example, rrvenezuela is already 

estimated to c;et 72 per cent of net oil receipts and nmy hope -L;o increase this 
- - I~ t:J 80- 90 per cent b;y means o:Z ti1e j_servic~ contracts' • Similarly, 

23/ 1-'IohcntY.led Riza Shah) Mission for My Country (London_~ 1961) J pp. 279_, 200 
s_nd 202. 

2h/ Resourcc;s for the Futurc 5 Inc" J Resourc2s, No. 33 (Nc:w Y:Jrk, Jani·ary 1970)> 
p. 15. 
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the Government of the United Arab Republic, which participates on a 

fifty-fifty basis in joint operating companies for the exploitation of oil within 

its territory, receives 75 per cent of total profits, 50 per cent in the form of 

rent, royalties and taxes and 25 per cent as dividends on its shares in the 

producing company. 

103. The fifty-fifty profit-sharing formula has become quite common in the mining 

industry and might in many cases be said to constitute a minimum for the granting 

of new concessions. For example, under a 1969 concession granted by Botswana to 

De Beers Consolidated Mines, Ltd., the profits from the production of diamonds will 

be shared on an approximately fifty-fifty basis. In Chile, copper-producing 

enterprises must pay a 50 per cent tax on profits, which, combined with the policy 

of "Chileanization" of copper-mining activities, ensures that the Government will 

receive substantially more than 50 per cent of each enterprise's profits, the 

actual amount in excess of the 50 per cent depending on the extent of its 

participation in the equity of the enterprise, which is to be between 21 and 

51 per cent. In the Democratic Republic of the Congo, the Government holds 60 per 

cent of the equity of the G~n~rale congolaise des minerais (GECOMIN), established 

in 1966, and will thus receive at least 60 per cent of the dividends. Under a 

concession for the exploitation of bauxite deposits in the Bok& region, the 

Government of Guinea, which holds 49 per cent of the equity of the Compagnie des 

bauxites de Guin~e, is to receive 65 per cent of the company's profits. In 1969, 
Zambia acquired 51 per cent of the equity of the copper-mining companies operating 

in that country which, combined with taxes, will give the Government about 73 per 

cent of the profits. 

104. However, these percentages do not always give a complete picture of the 

benefits received by the host country and hence cannot in themselves be used as 

a basis for comparing the terms obtained by various cow1tries. For example, 

Guinea, in the case mentioned above, has undertaken to construct expensive 

infrastructure works for the Bake bauxite project, which will cost it $80 million. 

The servicing of the loans contracted by the Government of Guinea to pay for 

these works will naturally reduce its over-all profits from the Bake project. 

Conversely, there are cases in which the host Government holds no equity or 

only a small percentage of the equity in a natural resources enterprise, but 

receives a substantial proportion of the profits in the form of rents, taxes and 
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royalties aJd, in addition, benefits from costly infrastructure works (such as 

roads, railways, ports, housing, hospitals) built by the enterprise at its own 

expense. It is thus clear that the measurement of the share of the over-all 

benefits received by the host Government is a complex calculation which cannot be 

based solely on equity participation and direct taxes, but must also take into 

account such factors as the construction of infrastructure works, the amount paid 

to nationals by the enterprise in salaries and wages and so on. 

105. Within the framework of the same activity, the concept of what constitutes 

an "equitable" or "reasonable" basis profit-sharing formula may also vary from 

country to country. However, Governments have shown an increasing tendency to 

keep themselves informed of the terms and conditions offered to or obtained by 

other countries, especially those in the same region, for the exploitation of 

resources of the same nature, with a view to ensuring that they themselves secure 

terms as favourable as those given elsewhere. For example, since the 1950s 

Middle East oil concessi)ns have tended to contain a "most-favuured-nation" clauoe, 

providing that the host country is entitled to seek renegotiation of profit-sharing 

formulas should other countries in the ree;ion obtain a larger percentage of profits. 

On the Gther hand, the large international companies, realizing that the granting of 

more advantageous terms to one country will lead to pressure from other countries 

for similar treatment, tend to do their best to harmcniz~ the terms they offer, so 

as to avoid setting precedents that would be disadvantageous to them. These 

efforts may be frustrated by the activitie~ of smaller, independent companies, 

which are prepared to offer more advantageous terms in order to secure or diversify 

their sources of supply, For example, the oil industry in Venezuela was dominated 

by the major international oil companies until 1956, when smaller United States 

companies, anxious to acquire crude oil at a price lower than that prevailing in 

the United States, made higher bids than the international companies for the 

concessions auctioned off by the Government of Venezuela. 

The question of the bases for the calculation of profit 

106. Another major cause of dispute has been the definition of the bases on which 

the ~refits are to be calculat~d - in other words, the definition of the concept of 

"prof'i ttl. Both parties have readily agreed that, in accordance with universal 
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commercial practice, the cost of mater~als, wage and oalary payments to employees 

and interest on loans should be considered as normal costs and deducted from the 

enterprise's sales revenue before profits are calculated for income tax purposes, 

although the host countries have questioned the amount of interest paid on loans 

from parent or related companies and the size of the emoluments paid to senior 

foreign enterprise personnel in the host country and to personnel at the parent 

company's headquarters reputedly handling operations relating to the activities of 

the enterprise. 

lOT, However, opinions concerning the treatm~nt of royalties hav~ differed widely. 

The foreign enterprise usually prefers to consider royalties not as costs but as 

part of the Government's share of the enterprise's profit. The Government, on the 

other hand, tends to insist that the royalties should be considered as current 

costs and deducted from income before the enterprise's profit is calculated, In 

1964, the member States of the Organization of Petroleum Exporting Countries 

reached an agreement with the oil companies whereby the latter agreed to treat a 

gradually increasing proportion of royalties as costs, which thus would be deducted 

from their income before the calculation of profit. There have also been 

differences of opinion as to whether changes in the evaluation of inventories due 

to price fluctuations, marketing expenses incurred by parent companies and in some 

cases even surveys and explorati8n should be considered as costs. 

108, Even greater difficulties have arisen in the case of natural resources 

enterprises belonging to vertically-integrated corporate complexes. In the 

absence of effective stabilization agreements, prices of natural resources 

products are determined on the basis of the relationship between supply and demand. 

However, in the case of natural resources such as bauxite, copper and petroleum, 

which are exploited to a large extent by enterprises belonging to vertically

integrated complexes, the raw material extracted is not sold on the open market, 

but transferred from one affiliate to another for processing at internal or 

"transfer" prices, or sold under long-term contracts, 

109. There is virtually no free market for bauxite. In this connexion, it may 

be of interest to quote the reply to the Secretary-General's questionnaire by 

the Government of Jamaica: 

" Foreign investors pay mineral royalties and income tax on profits 
earned in the island, In respect of gypsum and alumina the normal income 
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tax ~chedule is applicable, In the case of bauxite the operative basis of 
assessment is on notional profits which are negotiated between the companies 
involved and the Government. 

"It is important to point out that the price at which alumina is 
transferred in an arms-length transaction is ~ negotiated price. Hence, 
the relationship between reported profits of the alumina companies and actual 
profits will be dependent upon the relationship between the negotiated transfer 
price and the marginal valuation of Jamaican resources to the company." 

110. As for crude oil, sales to non-affiliated companies have increased 

substantially since the Second viorld War, but still represent only a small 

percentage of total output (in the Middle East, for example, such sales account 

for not more than 20 per cent of total output). "'I'ransfer" prices are primarily 

a book-keeping convenience and, if used as a basis for calculating profits, may not 

reflect the company's financial position with an acceptable degree of accuracy, 

The sale price of crude oil was of little importance to the host country so long as 

the latter derived its benefits mainly from a royalty paid on each barrel of crude, 

but the introduction of the fifty-fifty formula established a direct relationship 

between the payments received by the host country and the price of crude oil. 

vlhen that formula was introduced, host countries and crude-oil producing companies 

agreed that the profit-sharing should be calculated nn the basis of posted 

prices.Q/ The host countries were satisfied with this arrangement so long as the 

posted prices remained unchanged, or increased (a.s they did in 1953 and 1957). 

From 1958 onwards, ho•-rever, increasingly keen competition among oil companies 

caused world market prices for petroleum products to fall, so that the posted price 

~I "Until the end of tlle Second World Har, public quotations of prices at 
producing centres ('posted prices 1 as they are called in the trade) were 
made only in the United States. The price at which Middle East oil was sold 
was that needed to produce a delivered price, at the going freight rate, 
identical with that of oil .from the Texas G'Jlf in the market to which the sale 
was being made. ln other words, the e.ffective f,o,b, price for Middle East 
oil varied with its destination. F.o.b. prices first began to be posted in 
the Persian Gulf soon after the war at a level, allowing for quality 
difference, virtually identical with those in the 'Texas Gulf. Early in 1948 
a gap between the two price levels developed which widened by successive stages 
ten til late in 1949 ••• ". See "The price of oil in Western Europe" 
(E/EGE/205) (Geneva, 1955), p. lC, 
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for crude remained artificially high in comparison with the price which the crude 

would actually have brought on the open market as a result of the interplay of 

supply and demand. The major companies accordingly cut posted prices in the 

Middle East by 8 per cent in February 1959. 

lll. In April 1959, the first Arab Petroleum Congress of the Arab League met at 

Cairo and decided to request the oil companies to consult with the Governments of 

oil-exporting countries before modifying posted prices. However, the companies 

unilaterally cut posted prices by a further 5 per cent in August 1960, and in 

September 1960 representatives of Iran, Iraq, Saudi Arabia and Venezuela met at 

Paghdad and established the Organization of Petroleum Exporting Countries (OPEC), 

a step which increased their bargaining power and enabled them thereafter to 

prevent the companies from modifying posted prices unilaterally, although they were 

unable to have the posted prices restored to their 1958 level. 

112. In 1964, the oil companies obtained from the host countries the authorization 

to apply in the calculations of profits specific discounts off posted prices for 
specified periods; they promised, however, to consider applying smaller discounts 
if the price of oil improved. In l96T, the host countries, considering that there 

was such an improvement, sought to abolish the disc<,unts. In 1966, Venezuela had 
signed with the oil companies an agreement tmder \:hich profit-sharing which had 

been evaluated on the basis of "realized prices" rather than ''posted prices" was 

to be based on "tax reference prices" agreed to by the Government (in general, 

"tax reference prices" involve a maximum discount of lC per cent off Caribbean 
posted prices). 

113. Ot,her points of disagreement ltave included the use of allocations for home 

of'fice overhead, tbe management fees paid to parent companies ill1der management 

contracts and the co.m.Ed.ssions pa:tC_ to parent companies for acting as sales agents. 

114. There may also be dif'i'erences of opinion as regards dividend distribution. 

Governments :Jf host countries, '•hile recognizing the need for reinvestment, may be 

unable to accept a dividend distribution policy that implies deferring the 

collection of' funds which are urgently Jeeeded for economic and social project.:. On 

the ot~her Lar~.d, -;~he :toreign partner may pref'er to keep his sharP of proflt in the 

host count:r·y and seck an expanding turnover rather than a high level of distributed 
profit. If the Government withdraws all or part of its dividends, the foreign 
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investor will have to do the same in accordance with the equity-sharing principle. 

The Government's desire to receive its dividends may thus run counter to its over

all policy of encouraging reinvestment by foreign investors so as to reduce the 

outflow of foreign exchange and increase the contributions of foreign investment 

to the national economy. 

115. An example of the points of difference which may arise between the host 

Government and a natural resources enterprise is provided in the reply of the 

Government of Iraq to the Secretary-General's questionnaire. According to that 

Government, the "points of difference" with the Iraq Petroleum Company (IPC) group 

are: 

"(1) 

"(2) 

" ( 3) 

"(4) 

"(5) 

" ( 6) 

" ( 7) 

"(8) 

"(9) 

"(10) 

"(11) 

"(12) 

Settling the accounting of the cost of production 

Forming a committee to supervise the spending 

Expensing of royalties 

Interest on suspended payments 

Participation of the Government of Iraq in the company's capital 

Prices of Iraqi crude 

Appointing an Iraqi Executive Director 

Cancelling the marketing allowances 

Excess natural gas 

Using Iraqi tankers 

Changing the gauging procedure 

Increasing oil production in Iraq 

"(1)) Other points: 

"(a) Providing Iraq with cheap crude for export; 

"(b) Investing part of profits in Iraq; 

" (c) Paying revenues monthly" . 

116. The Government of Jamaica, in its reply to the Secretary-General's 

questionnaire, expressed the views that: 

" ••• the interests of the less developed countries would best be served 
by establishment of an international consultative agency for the provision of 
technical information (that is, cost conditions, capital-labour ratios, 
technology, management) related to existing natural resource industries. 
This agency would further keep a record of negotiations between industries and 
Governments on such matters as transfer ~rices. A subsidiary function woUld 
be to arrange conferences between the Governments of countries exploiting a 
common resource. 11 
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V. TRAINING OF NATIONAL PERSONNEL BY NATIONAL RESOURCES ENTERPRISES 

117. The training cof nati conals of developing countries is of fundamental 

importance for authentic, meaningful and sustained development or exploitation of 

those countries' natural resources. Effective participation by the host country 

in the management and operation of natural resources enterprises depends upon 

the availability of qualified national personnel. 

118. As regards high-level management, most developing countries possess senior 

administrators who are well versed in economics and finance, but these 

administrators are often not fully conversant with the intricacies of corpcorate 

finance and the cope rations of international stocl' exchanges. At the Panel on 

Foreign Investment in Developing Countries, organized by the United Nati::ms at 

Amsterdam in February 1969, the view was expressed that: 

'' the representatives from developing countries \-Jere much less aware 
than were the investors of business practices and particularly of corporate 
financial techniques.... The government officials from developing 
countries had more sophisticatj_Dn in monetary matters, especially balance 
of payments and national accounting (as distinct fro~ corporate accounting)~ 
than most investors. Their weakness VJas in the very narrow field of 
corporate finance, in which the investors bankers and businessmen -
are masters." ~~/ 

In the case of nJ.ining and petroleum enterprises, managerial personnel from 

developing countries must be familiar with the pricing and sales policies of 

large international companies and the relationship between demand, output and 

pricing. 

119. As regards technicians, many developing countries possess an expanding 

nucleus of engineers and other technical specialists, but many more are needed to 

satisfy existing requirements and keep pace with the ever-growing demand. 

Furthermore, the highly specialized and often rapidly evolving techniques 

employed for the exploitation of natural resources and the processing of natural 

resources products make it necessary to provide extensive supplementary technical 

training fe>r such personnel. Developing countries must alse> arrange fe>r the 

26/ Henry Simon Bloch, Financial Strategy for Developing Nations - Afterthoughts 
to the Amsterdam Panel, r<eprinted from Columbia Law Revie"', vol. 69 (New Ye>rk, 
Columbia University Press, May 1969), p. 799. 
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training of skilled \·,':y::.·kc::ts f::;J..~ natural resources enterprises, if they are t:J 

reduce their dependeac.e on f;)reign skilled labou:J..'. In these circumstances J 

developing countries naturall;:l attach great J;r;_portance to the training and 

advancement of national persorL1el by foreign enterprises. F::::reign technol::Y_;y 

must be not only imported but also implanted in national personnelJ if the la-tter 

are to take over from foreign technicians EP.1.d rrtanagcrs. 

120. Provisions concer~1ing the training of r:.nt.ional personnel by foreign 

enterprises have been included in the laws> I'e:=_:;u~~-ations and policy statements of 

a number of countries J including Afghanistan 1 c.:eylonJ Ecuador, Ghana, Guatemala, 

India, Indonesia) Iran_1 Liberi.a, Libya, Pakis:~an) Panama, the Phillippines) 

Saudi Arabia) the Sud.an and Turkey. In Ethis-pia; for exarrlple~ foreign 

enterprises are requireei. by the Foreign Nationals E.,lployment Regulations of l95h 

to train nationals. Obligations on foreign enterprises to provide training for 

national_ personnel are ertlbodied. in a number of petroleum laws and concession 

agreements . 

121. In Ghac.a, for example, six agreements con:::luJc·:'l ·Hith foreign oil companies 

in December l968 p::ovided. that each concessicnr:aire vJas to contribute $50,000 

annually for the estab lishr:1ent a;Jd maintenence of a r·:::troleum or petrochemical 

department at a Ghanaian university. 

122. The agreemencs concluded in 1958 between the National Iranian Oil Company 

(NIOC) and three fore~t-:-sn companies specified ~ha·i.; -the latter companies \.Jere to 

organize training programmes so ns to ensure tho.t YJithin ten years at least 

51 per cent of the top executives and 93 per cent of the other personnel were 

Iranian. 

123. Article 29 of the ccmcessicm agreement concluded on 24 March 1931 by the 

Government of Iraq and the Iraq_ Petroleum Company (IPC) specified that IPC 

would~ as faT as reasonably practicable and as early as ~ossible} train Iraqis 

to fill positions as manat;e:r·s) engineers) chemists) drillers, foremen> mechanics, 

skilled "'.>10rkers enc5 cler};:s. The Government of Iraq_ informed the Secretary-General 

t~hat t:.he process of 11 I:raq_ization11 is ccmtinuing and that at present ''there are 

only thirty-nine f·oreign nat.i~mals "in the IPC ~·;r~!up oat of a total of 8)G90 

cmployees 11
• The GoveTnment alsc sL.ated t.bat IPC 11 sends fiJ'ty students to 

spe::::ialize in the petr::_1leum industry abroad 11 an-::_! h&s 11
8 trair:ing centre in Kirkuk 
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for oil technicians". The Government feels -~ha-L; 11 the training facilities and 

programmes provided by IPC are q_uite satisfactory11 
• 

124. In Libya, the 1955 Petroleum Law im:ooses an obligation on the petroleum 

concessionnaires to spend bet'"een 2,500 and 5,000 Libyan pounds a year em 

training from the date of commencement of regular exports of petroleum. The 

April lc;6Cl Concession Agreement between Libya and the French Government-owned 

company ~~treprise des l"echerches et des activites petrolieres (ERAP) provides 

for the training of Libyans in French institul.i:Awy so that they may gradually 

replace the French experts. ERAP also agreecl. CCl participate financially and 

technically in the setting up of a petroleum ins ci tute in Libya. 

125. 'rhe agreement cor1eluded on 21 December 1967 bet\leen the Saudi Arabian 

Government agency knm·1n as the General Petroleur11 and Minerals Organization 

(PETROMIN) and AGIP-Saudi Arabia, a subsidiary of the Italian Government-owned 

company Ente Nazionale IdTocarburi (ENI) provided that <'ETROMIN and 

AGIP-Saudi Arabia were to prepare and carry out a specialized, theoretical and 

practical Graining pro.:::;:ca;,,J.mc for Saudi A!'abian erc1ployees relating to the various 

aspects of the oil industry 8!1d i.ncluding supervisory and management training. 

126. In Turkey, the Petr::Jleum La\/ of 1954, as amended, stipulates that the 

holder of a petroleum :cie;ht should send abroad. for training and experience 

Turkish nationals numbering up to 15 per cent of the foreign personnel employed.. 

127. In the United Arab Republic, the concession agreements concluded in 

September 1963 between the Government, the Government-mmed E,c;yptian General 

Petroleum Company (EGPC) and Phillips Petroleum, and in February 1965 between the 

Government, EGPC and Pan American UAR Oil Company, stipulated that specialized 

training programmes would be provided for national personnel. Under another 

concession agreement, signed in September 1963 Oy the Government, the 

International Egyptian Oil Company (IEOC) (a company controlled by ENI), and 

the Compagnie orientale des pet roles d' Egypte (COPE), IEOC and COPE agreed to 

provide all possible facilities, \lhether in the United Arab Republic or abroacl, 

for teaching and trainin; any of their emplOJTCS sho-Hing special ability to 

irnp:cove their condition and :raise their level of education. 

128. Developing countries may also arrange fo.:...~ the -~raining of their nationals 

through periodic ad hoc consultations \.Ji th foreign natural resources en-cerprises. 
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Furtherc!Ore, the enterprises, f::>r cheir part, a''e often prompted by enlightened 

self-interest to provide training for their national personnel. 

129. In Gabon, the Campa>:(nie miniere de l'Ogoue (COMILOG) established three 

full-time vocational training centres for its Gabonese employees. These centres 

also train Gabonese :nechanics and electricians for the Compagnie des mines 

d r uranium de Franceville ( COI"'UF), but COMUF ::>rganizes its ow11 training courses 

for Gabonese miners) chemical treatment specialis·ts > topographers and drillers. 

130. The Government of Jamaica informed the Secretary-General that: 

"Training facilities operated by the mining companies a~count for 
approximately 10 per cent of total trainees in the country" and that "of 
this total the number of trainees by cate::;ory ·were as follmvs: 

"(a) Managerial personnel . 0 • 

n (b) Senior technical personnel 
1'(c) Other personnel 

Nil 

Nil 

485 

lfrr·he majority of trainees were in t.he .following occ:'..lpations: general 
minerJ machine tool operator,. mechanic repairman, general electrician and 
production operator. 1J 

The Government of Jamaica also indicated that according to its 1967 Hanpower 

Survey, Jamaicans occupied 68 per cent of the managerial posts in the bauxite 

and alumina industry and 83 per cent of the professional, technical and related 

posts. 

131. In Togo, the CoiTlp_agnie tog()laise des mines d u Benin ( COTOMIB) established 

a vocational training centre for its Togolese employees, ~ho upon graduation are 

nromoted to the rank of skilled ~·10rker or supervisor~ 

132. A su:cvey of the activities and experiences of private enterprise in 

technical and administrative training and othe:r forms of technical assistance in 

developing countries, carried out in lC)66 by the Development Assistance Committee 

of the Organisation for Economic Co-operation and Development (OECD), indicated 

that a rapid evolution ~'las taking place T..Ji th respect to the formation of 

industrial skills in tb::e relations bet~een private business 1t1ith interests in 

developing countries and the authorities of those countries, The survey suggested 

that the number of' people trained in OECD member cotmtries by foreign private 

enterprise at its mm expense probably exceeded so.bstantiall~' the number of 

trainees in industry and trade officially financed under aid programmes. 
; ... 
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It also suggested that close co-operation between official and private technical 

&ssistance would be useful, for example, with regard to the selection of 

trainees and in ~sing in-service training and vocational schools to the best 

advantage, in the joint creation of training centres designed to benefit several 

industries of a developing country in a given region, and in the improved 

exchange of information between the two sectors as to new methods of transferring 

skills and knowledge.31/ 

133. The Governments ofdeveloping countries and foreign investors are becoming 

increasingly aware that co-operation between them w~ll be greatly strengthened 

through the gradual reduction of the technological gap which at present 

only too often separates foreign experts from their colleagues who are nationals 

of the host country. Experience has shown that the perpetuation of a marked 

disparity in technological Rxpertise between nationals and foreigners working 

in the same enterprise creates a feeling of de facto subordination, which 

eventually generates frustration and resentment and may have political 

repercussions. The training of national personnel thus helps to eliminate 

a source of conflict which has in the past impeded co-operation between the 

Government of host countries and foreign investors, and fostered the people's 

belief that foreign employees wished to retain indefinitely their managerial 

and technical control of the enterprise. 

OECD, Development Assistance Efforts and Policies: 
September 1967), p. 66. 

1967 Review (Paris, 
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VI. PLACEMb~T CN THE WORLD MJ\RKET OF NON-CONMEECIAL 
RESERVES OF PRIMARY COMMODITIES 

134. 'J:'he only country which is currently disposing or significant quanti ties of 

primary commodities from non-commercial reserves is the United States. At various 

times in recent years, disposal of surplus rubber, hard fibres and tin, as well 

as of other commodities from the United States Government's strategic stockpiles, 

has caused considerable anxiety to developing countries exporting these commodities, 

and bilateral discussions and consultations on such disposal have taken place. 

'J:he matter has also been raised within the International Tin Council (which has 

itself discussed the problem with the United States Government), the International 

Rubber Study Group and the FAO Study Group on Hard Fibres. Details of recent 

sales of these commodities from the United States strategic stockpiles, and of 

other commodities or particular export interest to developing countries, are 

shown in table l. 

135. However, the list of commodities in this table is a selective one and, in 

rece~t yGars, many other commodities of actual or potential export interest to 

developing countries have been included in the stockpile disposal programmes. 

Durtng the three fiscal years 1966/67 to 1968/69, fo~ exa~ple, sales were made of 

the following materials:g§/ 

Aluminium 
Aluminium oxide 
Antimony 
Bauxite 
Beryl ore 
Bismuth 
Cadmium 
Chromite 
Cobalt 

Abaca 

Ores and meta:]..!:l 

Columbium 
Copper 
Lead 
Lithium 
Magnesium 
Manganese 
Mercury 
MoJ.ybdenum 
Nickel 

Castor oil 
Feathers and down 
Opium 
Palm oil 
Rubber 

Platinum-ruthenium 
Rhodium 
Silver 
Thorium 
Tin 
Titanium sponge 
Tungsten 
Vanadium 
Zinc 

Shellac 
Silk 
Sisal 

Vegetable tanning 
Chestnut 
Quebracho 
1dattle 

28/ Executive Office of the President of the United Stateo of America, 
Stockpile Report to the Congr~ (Hashington, D.C.). / • • • 



Non-metallic minerals 

Asbestos 
Diamond dies, small 
Fluor-spar, acid grade 
Graphite 

Mica 
Quartz crystals 
Rare earth 
Talc 
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136. The total value of sales from the United States stockpiles since the fiscal 

year 1962/63 is shown in table 2. Ores and metals account for the great bulk of 

these sales, the total value of which rose to a record level of over 

$1,000 million in the fiscal year 1965/66. In the following two years, the total 

value of sales declined steeply. ~n 26 February 1970, however, the President of 

the United States announced that his Administration proposed to sell some 

$750 million worth of material from the Government stockpiles during the fiscal 

year 1970/71. This would represent a further marked upsurge in disposals to 

the exceptionally high average level of the period 1964/65 to 1966/67. 

137. At the second session of UNCTAD in 1968, a number of proposals on the 

subject of disposal of surpluses and strategic reserves was submitted to the 

Conference. Agreement on these proposals has not yet been reached, but the 

UNCTAD Committee on Commodities will be considering the matter again at its fifth 

session in July 1970· 
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Table 1. Sales by quantity of selected raw materials from the United States 
strategic stockpile, 1966-19 9 

Disposals As proportion of world consumption .§. 

1966 First half 
1969 

1968 First hal 
1969 

Non-ferrous metals 

Aluminium 

Copper 

Lead 

Tin • 

Zinc 

270 
206 

67 

17 

49 

Ores and minerals 

Manganese ore p_/ 191 

Sheet mica 

Tungsten-in
concentrates 

Agricultural raw 
materials 

Abaca 

Natural rubber 

Shellac 

Sisal 

0.1 

5 

157 
0.2 

15 

(Thousand tons) 

41 
136 

15 
6 

24 

1.0 

14 

52 

24 

23 

354 

0.2 

1.5 

5 
80 

1.2 

12 

84 

3 
0.5 

10 

13 
0.3 

5-3 

5 

0.1 

3 

4.5 
4.0 
2.4 

10.0 

1.4 

(2.0) 

l6.cj) 

4.3 

8.0-

0.7 
2.8 

(4.0) 

(Percentage) 

0.8 

0.8 

2.1 

0.6 

(4.0) 

2.2 

Sources: Executive Office of the Pre.sident of the United States of America, Stocktile Reyort to 
Congress (Washington, D.C.); The Economist Intelligence Unit Limited, Hard Fibres London ; 
International Rubber Study Group, Rubber Statistical Bulletin; World Bureau of Metal Statistics, 
World Metal Statistics (Birmingham, United Kingdom); International Lead and Zinc Stu~ Group, 
Lead and Zinc Statistics; International Tin Council, Statistical Bulletin. 

~ Excluding consumption in the socialist countries of Eastern Europe and Asia. 

p) Gross weight; the proportions relate to world production outside the socialist countries. 

£I As percentage of the consumption in sixteen developed market economy countries and Poland. 

1.9 

the 
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Table 2. Value of sales from the United States Government 
stockpiles 

For Government For industrial Total 
use use 

(Millions of US dollars) 

Fiscal year (July/June) 

1962/63 ll0.5 

1963/64 • 167.1 

1964/65 71.3 352.2 423-5 

1965/66 166.8 861.4 1,028.2 

1966/67 71.2 395-7 466.9 

1967/68 46.7 l6o.7 207.4 

1968/69 41.7 210.3 252.0 

Of which (in 1968/69) 

Non-ferrous metals 11.9 160.0 171.9 

Ores and minerals • 0.3 44.1 44.4 

Agricultural raw 
materials • . • . . . 29-5 6.2 35-7 

Source: Executive Office of the President of the United States of America, 
Stockpile Report to the Congress (Washington, D.C.). 
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Part Two 

CONTRACTUAL ARRANGEME~~S BETWEEN DEVELOPING COUNTRIES AND 
FOREIGN Hl/ESTORS FOR THE EXPLOITATION OF NA'IUPAL RESOURCES 

AND THE ~~RKETING OF NATURAL RESOURCES PRODUCTS 

ALGERIA 

138. Three years after the conclusion of the Evian Agreements, the Governments of 

Algeria and France concluded the Franco-Algerian Agreement of 29 July 1965 

concerning the Regulation of Hydrocarbons Affairs and the Industrial Development 

of Algeria, which is valid for fifteen years and may be extended for another 

fifteen years by agreement between the two Governments. An essential feacure 

of the Agreement was the <'.reation by the two Governments of the Co·-operative 

Association for the purpose of joint exploration and production of hYdrocarbons in 

Algeria (Association cooperative pour chercher et exploiter en commun les 

hydrocarbures de l'Algerie) (ASCOOP), and of the Organization for Industrial 

Co-operation (Organisme de cooperation industrielle) (ocr), which replaced the 

Technical Agency for the Development of the Resources of the Sahara Sub-soil 

( Organisme technique de mise en valeur des richesses du sous·- sol saharien). 

139. Under the Agreement, the Governments undertook: 

(a) To organize co-operation between the two States, to be carried out 

through joint ventures and to that end to combine their efforts for the exploration 

and production of hYdrocar'oons in Algeria, each party taking its share of the 

product in kind and at cost; 

(b) To ensure Algerian participation in the develorment of petroleum 

resources under the exploration permits issued by the Algerian authorities, in 

particular by Algeria assuming operating responsibilities; 

(c) To help Algeria finance its share of the exploration costs and to 

co-operate in the marketing of hydrocarbons. 

140. Algeria.' s approval is required for the total amount of the investments, as 

well as the make-up of unit costs, the form of projected financing and the related 

financial charges, and the time of implementation. If any dispute between the two 

Governments concerning the interpretation or implementation of the Agreement or 

its appendices cannot 'he settled by negotiation, one party is to propose to the 

I ... 
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other in a diplomatic note a procedure for settling the dispute by mediation, 

arbitration or submission to the International Court of Justice. If the two 

Governments cannot agree on the procedure to be followed for settling the 

dispute, the party concerned is to submit the dispute to the International Court 

of Justice within three months of the transmittal of the aforementioned 

diplomatic note. 

141. Annex I to the Agreement consists of a Protocol concerning ASCOOP, in which 

the Algerian Government is now represented by the National Algerian Company for 

the Transportation and Harketing of Hydrocarbons (Societe nationale algerienne 

de transport et de comrcercialisation des hydrocarbures) (SONATRACH) and the 

French Government by SOPEFAL, a subsidiary of the Government-owned company 

Entreprise des recherches et des activites petrolieres (ERAP). Financing is 

to be provided on a fifty-fifty basis. The French partner is to lend the 

Algerian partner 60 per cent of the financing provided by the latter, the loan 

to be repaid by the Algerian partner out of its share of the petroleum 

discovered by ASCOOP. From 1966 to 1968, ASCOOP's exploration budget amounted 

to 200 million Algerian dinars, So per cent being provided by SOPEFAL. The 

1969 budget amounted to 220 million Algerian dinars. 

142. The objectives of Algeria's hydrocarbon policy t>ere defined in an official 

Algerian booklet entitled Les hydrocarbures e!1 Algerie (Hydrocarbons in Algeria), 

issued in 1968: 

"The Franco-Algerian Agreement of 1965 not only established a new 
type of relationship between producing and consuming countries, but also 
laid the foundations of a net> policy for a developing country t>ishing 
to make the best use of its energy resom·ceB. 

"In three years, Algeria has progressed from the reconquest of its 
wealth to controlling their exploitation under contractual arrangements, 
and is to an ever-increasing degree participating directl:l in their 
exploitation and using the profits to e:cpand its participation by 
investing in the petroleum and petroleum by-products industries. 

"This is a new departure, but the final goal is clear: Algeria has 
chosen the course of industrialization, for t>hich a nD.tional energy 
policy is essential." 

143. Various methods are used by SONATRACH to implement this policy. First, 

it has reserved certain areas of activity for itself; it is wholly responsible 

for the distribution of petroleum products and by-products in Algeria. 

; ... 
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Secondly, while respecting established situations, it dissociates the various 

stages of petroleum exploitation (exploration, prospecting, production, 

transportation and marketing), and participates effectively at each stage either 

through wholly owned companies or through companies in which it holds a majority 

interest or a minority interest. 

144. It is also wholly responsible for prospecting in certain areas which are 

assigned to it, for the operation of the Hassi r1essaoud-Arzew pipeline and for 

the activities of the Societe Varel, which manufactures drilling equipment. 

145. A direct or indirect majority interest in the following firms is held by 

SONATRACH: SRA, refinery in Algiers (56 per cent); SOTHRA, which operates the 

Hassi R1Mel-Arzew pipeline (Sl per cent); ALGEO, a geophysics enterprise 

(Sl per cent); ALFOR, a drilling company (Sl per cent); ALTRA, ALCORE AND 

ALFLUID (Sl per cent). 

146. Also SONATRACH has entered into a partnersh~p with the Getty Petroleum 

Company, holding Sl per cent of the equity in the joint venture. "The public 

announcements indicated that the Algerian Government considered the terms of 

the Getty agreements as a model for all foreign participation in the Algerian 

oil industry".Y Under these agreements, concluded in October 1968, Getty was 

to transfer to SONATRACH Sl per cent of its producing interests and was to 

engage in a new exploration project with SONATRACH on 4,500 square miles of new 

acreage. Getty's producing interest consisted of its ll.S per cent interest 

in the production of the Rhourde el Baquel oil field, a share of the pipeline 

spur from this field, and a small interest in the Hassdar petroleum discovery; 

SONATRACH was to pay for the assets it thus acquired by selling to Getty at 

market prices the crude oil to which it (SONATRACH) would be entitled as a 

result of its Sl per cent interest. Getty was to make a non-repayable 

~2.25 million advance and invest at least ~~16 million during the following 

five years to cover the total cost of the exploration programme. If oil was 

discovered, SONATRACH was to make up its part of the investment on an annual 

basis with up to 25 per cent of its share of the crude oil produced. If 

requested, Getty was to buy SONATRACH's share of the crude oil at the average 

price Getty received for its own crude oil on the market. Getty was to 

repatriate 7S per cent of its sales revenue to Algeria, and was to relinquish 

to SONATRACH all rights to any gas that might be discovered. 

1./ United States Depar.tment of the Interior, The Mineral Industry of Algeria, 
Preprint from Bureau of Mines, Minerals Yearbook (Washington, D.C., 1968), p. 6. 
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147. A 50 ~er cent interest is held by SONA'I'RACH in the National Company for 

Petrolewa Prospection and Exploitation in Algeria (S::Jciete nationale de recherche 

et d 'exploitation de petrole en Algerie) (SN Rf:PAL), in the exploitation of the 

deposits at Berkaoui Ban Kal1la and in SOMALGAZ, a company liquefying gas for 

routing to Ski:'tcda. 

148. It (SONATRACH) als:o participates, often indirectly, in various other 

c::>mpanies, such as the Algerian Liquid Methane Company (Compagnie algerie nne du 

methane liquide) (CAIVlllL) (26 per cent SONATRACH, 40 per cent CONCH (Canadian Shell, 

Continental Oil and Union Stackyard) and minar participatian by other campanies) 

,.,hich liquefies gas at Arze''; SOPEG, "hich operates the Hassi IVJessaoud-Bejaia 

pipeline (25 per cent SONATRACH) and various private companies >Jhich have been 

granted prospecting permits (20 to 30 per cent SONATRACH). 

149. Besides the above 09erations, SONATRACH carries out geophysical exploration 

itself, and has als:> c::mcluded contracts for such exploration "ith specialized 

c:x,e>anies, the French Compagnie ;;enerale de ~eophysique, the Com[?agnie fran<~aise 

de prospection sysmique_, G€ofrance aGd ALGEO (see abJve). Drilling operations are 

conducted by SONATRACH itself, oy petroleum cou1~anies such as SN REPAL, the 

Compagnie fran~aise des ~etroles (Algerie) (CFPA) and the Compagnie de recherche 

et d 1 exQloitati::m des petroles du Sahara (CREPS), or by Sf>ecialized drilling 

coml_)anies such as Farex, Forasol, Cosifor 7 Langued.::>cienne, Forenco and Alcor. 

150. The SONATRACH is also engaged in the explJitation of Algeria 1 s natural gas. 

TL1e Hassi R r1v1e1 reserve, nelieved t J be one of t~1e largest in the world, is 

expl:Jited oy the Societe d'exploitation d 1 1bssi R'iviel (51 per cent SN REPAL (see 

above) and 49 per cent CFPA). The gas is transparted uy the pipeline aperated by 

SOTHRA to Arze", "here it is liquefied by CAJYJEL. Part of the gas is used by tbe 

Electricite et gas de l 1Alg€rie, the rest being exp-Jrted. 

151. It is of interest t::J note that on 12 January 1970 the Government of Southern 

Yemen enacted a law setting up the Southern Yemen-Algerian Oil and Hydrocarinns 

Company, a joint venture between SONATRACH and the Government of Southern Yemen, 

in •cJhich the f::Jrmer holds 49 per cent and the la·cter 51 oer cent of the equity. 

The new company TNill ex~)lore for, develJp, transL)ort and market hydrocarb::Jns and 

9etroleum groducts in specified areas in S.:>uthern Yemen. 

152. Argentina first adoQted measures designed t:o lay the f:oundations for a 

S·cate-mmed petrolec1m industry as long ago as 1910, the year in ,.,hich a State 

I .. . 
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entity, the Direcci6n General de Exploitaci6n del Petrole:> en C::>m::>doro Rivadavia, 

,,,as established to ex~loit the Cocnodor:o Rivadavia petrC>leum deposits. F:oreign 

c::>mganies retained their right to explore f:or aud exploit other deposits, but in 

1927 Government intervention increased considerai)ly c·1ith <:he establishment of 

Yacit.1ientos Petroliferas Fiscales (YPF), a G:Jvernment-CYHned C·:Jrporation, \~1 hich 

\?as given monopoly rights tQ all future petr:Jlet}n~ explorati::m, expl:Jitation, 

industrialization, transp:Jrtation and commercialization. 

153. By 1958, YPF 9ossessed a virtual monopoly of all hydrocarbon opere.tions. The 

rrivate c:Jmf?anies, \·Jhose c:Jncessions were rapidly d~·Jindling, -.;,,ere confined to 

reLcnin;, their scanty production of crude oil and marketing the derivatives. Ovel' 

b·i:J thirds of Argentina's LJetroleum requirements ~,1ere being met by imports, and in 

1958 the Governrr,ent ad:>~ted a rolicy designed to enable the Argentina petrolec\ill 

industry to meet domestic needs. T:J that endJ the Government sought the assistance 

of foreign coml)anies. 

154. Because of the l:mg-standing -:Jan on concessi~n agreementsJ the arrangements 

~"•'i th f::Jreign c:Jmpanies tool--;: the f:>rm of contratos de locaci6n de obra .Y servicios 

(labour and service contracte). ivlany vf these cOtltl'"acts \vere f::Jr drillin~ w·:Jr~~ 

over :?rJved areasj and the c·vrnpanies were to be paid for the -l·IOrk d::me on a c·:Jst

i?lus ;JasisJ regardless of the results achieved. In certai!1 casesJ h::JweverJ the 

c::mtract required the foreigc. company t-0 finance exploration and develoi;)oent 

operations ai1d to aSSW"11e all the risks involved. The c:Jmpany '"as assigned a 

s_?ecific area to explore the develop and had S)ecific obligations regarding the 

speed and amount of the 'nrk t:o 'Je carried out, the aim being to achieve the 

iJaxic,lum rate of J?roduction c:)nsistent ~Jith sound technical practice as soon as 

QOssible. The periods covered iJ:/ the contracts varied fr-::m1 t11enty to thirty yearsJ 

and in most cases the c:Jmpany uas required to surrender to YPF at stipulated 

intervals a certain portion of the area assigned to it. The YPF was to be kept 

informed of the progress of the -.-,~ork, Out generally s_peaking, apart from YPF 1 s 

L)OI·Ier te> intervene if it considered that the w:JrL ~>Jas not being carried out in 

accordance ...... Jith SOL"tnd .Jt_Jerating ,9racticeJ the c.Jmpany T.ras free to operate as it 

t bought best. 

155. Tr!hen oil VJa.s pr:JducedJ it ·oas YPFts pro[)erty aGd in m.Jst cases had t::> be 

delivered to YPF at sti,mlated points. For exac>~)le, one contract provided that 

i:he f:Jreign co;.npany 1T shall not be able to exercise any r:i_ght of m·Jnership either 

I ... 
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.JV8l' the .Jil extracted ::>r over the land forming the area .Jf the c:::mtract, or ::>ver 

the subsoillf. For its f:Jart, YPF agreed to tal\:e all th-e oil and t::> pay the 

c:Jmpaniee in cash according to tl.1e t)rices etiQulated in the c::mtra.cts. These 

:)r:.lces varied fr:Jat cJntract to c:::mtract, aJd in all cases provision v.1as made f:Jr 

their ufHlard :Jr d::r1.,nward adj u . .stment in prupostion t0 the rise :::>r fall in ti.1e 

average b1rice for crude ::>il :Jf cotr.~.i_?arable quality in certain predetermined ~aarkets. 

The YPF undertoo~·::. to pay all r:Jyalties and taxee to \;lhich the c:::mtracting c:Julpanies 

~·.1ould :Jtherwise Oe liahleJ including import duties on equiptHent brought int:J the 

c:JuntrJF for their J[Jeration.s. Ti1ose payments ·,Jere taken intD account in the 

ali·.:Junts YPF ,,aid for the oil. 

156. Oi.1e agreement pr:>vided that if production \'las attained, YPF \"Jould auth:)rize 

tl.1e f':Jreign company to transfer to its refining and marketing companies in 

A:~-·gentina an atnount of Dil equivGleot, at ~-~Jrld tJrices_, to the cDst of operations 

(including depreciation_, B.tilortize.tion etc.) durinG any one year. In return, the 

refining and t·_·,arketinE cor11panies T,:ere requirec1 t:J pay the LJroducing compc.ny for 

tL1e oil at world market prices. 11?hus, the latter cGm_pany' s production cJsts \Jere 

oaid f.Jr in oil I·Jhich \laS retailed by its refininG and r;~arketing companies. After 

recJJ.Qin.s its :?roduction costs_, the foreign cOGlpany delivered 10 per cent of the 

recr.ainin~ production e_s a ·;)onuc; t:J YPF until oil in the atnount of $4.2 million a·C 

vJrld price::: bad been delivered. Half t(le balance ~f the oil \}ent t0 YPF free.? c.lld 

half to the refining ai1d (IJB.rketin::.; compe.nies) 1-1hich \.:ere required to pay for the 

::>il at lJ:Jrld prices. 

157. JL gent ina 1 s oil outpu·c inc1·eased from 5 n1illion tons in 1957 to approximately 

15 million tons in 1963, 11hen imports 1vere disc"Jn-L:inued. In March of the latter 

year., 8ll the c-:mtracts si3ned -!Jet'deen YPF and -'che forei3n oil companies were 

declared null a'1d v:Jid. In the SLJ_cceeding years, YPF r::anaged t.:.} kee[? pr:Jduction 

:xL·:Jvin(S sli_ghtly aheadJ but failed to keep up Tdith domestic demand. In June 1967 a 

tle\-,! oil la~1 -ms enacted) 1-1hich Qr:Jvided f.Jr -Lhe re-entry of f8rei..gn fi:cms. Under 

timt la>:lJ t'PF retains its production .9..:reas (370_,000 sq. knL but can sign contracts 

-ul-~h fo::cei;:n comf)an:i.es :fvr tt1eir expl-::n:-ation and ex[.Jl:Jitation. The ne1-.; la\'l alsv 

;·ll2_de over 8CO;OOO sq_. 1-un availa.ble for ne\1 conces::;i:.:.ms to foreign cm;,panies. UnQer 

·Lhis la1·1J YPF l'L.:_e edtered intJ a number iJf exploration and producti::m contracts. 

":.ith internP_ti::ma.1 t:'.tl.d United S ~.ates ::>il compat1ies, Llnder >;·Jhich YPF :?ays fees to 

the cDmpanies as t-L1ey make oil available t:J it. 
I 

I , • . 
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CENTRAL AFRICAN REPUBLIC 

158. 0" 17 Jt1ly 1968, the Government of the Central African Republic and the 

Fi ench Commissariat a l I energie atomique signed a protocol for the exploitation 

of a uranium deposit near Bakouma, 300 miles east of Bangui. The protocol called 

for the f:Jrmation of a ,,,inirrg company owned jointly by the Governmerrt, the 

Commissariat and the Compagnie f'ranqaise des minerais d r uranium. T~1e Compagnie 

des mines d 1 uranium de Bakouma (UREA) 'ms accordingly established on 29 April 1969. 

The UREA has a share capital of 2,200 million CFA francs, distributed as follm1s: 

G:wernmc:nt of the Centra.l African Republic 

Commissariat 8_ l'energie atomique .. , ~ . 

C:Jmpagnie franc;;aise des minerais d' uranium 

Percentage 

20 

40 

40 

159. T:Jtal investment 11ill amount to beh1een 8, 000 and 10,000 million CFA francs. 

In N:wember 1969, UREA had a staff of 100, of 11hom 95 were nationals of the Central 

African Republic. By mid-1973, vhen the projec-t is expected to be in full 

O{leration, UREA 11ill employ about 600 persons, 90 per cent of '1hom 1<ill be 

nationals. 

CHILE 

160. In Chile, '"here copper is the major source of foreign exchange, the main 

source of Government revenues and an impJrtant source of employment, the G8vernmcnt, 

in 1';)64 introduced a polic_y of "Chileanization" of copper-mining activities, nnder 

which C,tilean public capital -,JOuld be associated 11ith foreign capital in such 

activitiesG Pursuant to this policy, agreements have been reached \Vith -che forei8n 

copper-mining companies operating in Chile, providing for Government mmers hip of 

lrom 21 to 51 per cent of the ego_ity, according to circumstances. This arrangement 

raeans the expansion of the copper industry, since the ne1 .. J investments made by the 

Government are being used to increase production. In 1964, it was calculated that 

investment by the Government 110uld amount to $780 million, tr,us doubling production 

ca:~acity. 

; ... 
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161. T~1e only company >lith which the Government failed to reach agreement was the 

Anaconda Copper Company, which produced almost 60 per cent of Chilean copper. On 

21 l!iay 1969 the President of Chile informed the Congress that Anaconda had been 

invited to discuss with the Government possible >·Jays of enabling Chile to obtain a 

greater share of the very high price for which copper >ms selling on the >Wrld 

market .g/ Negotiations subseg_uently took place and on 26 June 1969 it was 

announced that Annaconda had agreed to sell to the Chilean Government its t'10 

C~lilean subsidiaries, the Chilean Exploration Com9any and the Aedes Mining Company. 

162. c;1ile •ms to purchase 51 per cent of the shares of the two companies 

immediately, and >laS to buy the remaining 49 per cent after 31 December 1972. The 

purchase price for the 51 per cent of the shares, evaluated on the basis of the 

companies 1 book value at 31 December 1968, amounted to about $197 million. The 

first payment '"as to be made on 30 June 1970 ana the payments were to extend over 

twelve years and to bear an interest of 6 per cent. The remaining 49 per cent of 

the shares were to be purchased after 31 December 1'.)72; 60 per cent of the price 

of those shares was to be paid over the same period as the payments for the initial 

51 per cent of the shares, and the remaining 40 per cent was to be paid in the 

follm;ing b;elve years, with 6 per cent interest. The Chilean Government thus has 

twenty-four years to complete the payments. The purchase price :Jf the 49 per cent 

of the shares is to be based on the profits derived from those shares after taxes. 

163. Two Chilean mining companies were to be formed and were to take over the 

assets and liabilities of the bw Anaconda subsidiaries. The companies were to 

begin operations on l January 1970 and were to be administered by a Board of 

Directors on which Chile would have a majority vote as a result of its purchase of 

51 per cent of the shares. Anaconda agreed t·:J provide the new companies with 

technical assistance for a minimum period of three yearsJ against a remuneration 

equivalent to l per cent of the proceeds from sales of copper produced. The two 

new companies, Campania de Cobre Chuquicamata S.A. and Campania de Cobre 

Salvador S.A. accordingly began operations on l January 1970. 

gj The price of copper on the world market has been increasing constantly. The 
price was 54.6 cents a pound in January 1969 and 74 cents a pound in December 
of the same year. 

I ... 
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CONGO (DE!10CRI\TIC REPUBLIC OF) 

164. lJiining pr-oducts rep:-.. -esent over- Do per cent of the exports of the Dec:ocr-Btic 

RepL"!.blic of the Congo, \Jhich is the w"Orld 1 s largest pro6L1cer of industrial 

diarllonc1s (75 per cent of 1rorld production) and v1hic:1 also produces ger:1 diamoric\s 

(15 per cent) 0 The Democratic Republic also produces cobalt ( 69 per cent of •.wrld 

production), tin (9 per cEnt), COlJIJer (8 per cent), m~nganese (5 per- cent)., 

zinc (3 ~Je:r cent) and gold (2 per cent). 

l65. British Congo DiamonC Distributors has held a r.1onopoly of tC!e 'Jl 'K1.ct•ocio:.1 anc1 

mar::eting of Congolese diamonds since November 1967. Until the end of Dr~cember 1966, 

the Union miniere du haut Katanga, owned principally by the De~CD<.:ca·! .. L.: 

Republic of the Congo, Tanc;anyil:::a Concessions Ltd. J the Soci:.~t/ ... ·1 :" 

BelQ:iqL}_e and the Compagnie du KatangaJ had been the larzest sinc;lc co:·.:pe.ny 

operating in the Congo, supiJlying almost 70 per cent of the COLE1tr-y 1 s expor~ 

receipts and about one third of its budget revenue. r.rhe cmt<~any proc1ucec1 mo.inly 

copper, cobalt and zinc J plLl.S sm,1e amounts of gold, ~?lat:~nu:·: and silver; anc~ 

carried out o.ctivities outside the Congo relating to coppe:r :t·efining 2c1:1,'2 chc •. 1icals 

manufac-l:.Ll..ring. 

l66. On 2lf December l966, che President of the Democratic Republic of the Coe1c;o 

announced the termination of mining activities in that country by the Union raini~re.:~ 

A ne;;-r mining company, the G4'n~rale congolaise des minerais ( G:!l:COivUN), in l·ll1ich the 

Congolese Government held 60 per cent of the equity and private foreign interests 

the reamining ho per cent, took over the assets of th~ Union mini~re. In aclc~i-Cion, 

the Congolese Government cla liileC:.. from. the Union niniere an irnmedia'ee cash payL-;.ent 

of ~)150 million, representing the taxes and. foreign e~:cl1ange eaxnings 11hich 

the Govern::lent said 1-1ere due to it on the metals mined in Ka.tanga, but 

stocked abroad at the time o:E termination~ The Union fnini,~re, on the other hrr.nc:., 

estir:1atecl that its ex};lroprinted assets in the Congo uere \.rortll ~)800 million. 

Relations bet\reen the Congolese Government ana the Union Dini~re \Vere broken of'f 

as a result of the disagreement on those issues. 

167 o Hmievcr, on 1.7 Febrtlary 1967, a tE:chnical co-o:geration agreement was signed 

betvcc;n G:CCClUN and. the Belc;i3n firm Soci8t~ g~n~rale des mincrais (SGM), a 

subsic!iary o:L the Union mini,~rc, under 1,rl1ich SGH undertoe}: to operate the r~"cining 

and processinG irY~al.l.ations formerly belonging to the Union mini~re and to Ci1SLE"e 

the furtber processia.g and marketir..z abroad of the metals nroduced~ The Soci8t8 

g.-fnCrale des minerais was t.o provide the foreign personnel needed to Yi.:m the 
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GE:COMIN installations and was also to prepare general studies and implement the 

programmes approved by the GECOMIN Board of Directors for the exploitation of the 

mines and the development of the industry. The agreement stipulated that SGM 

<!Ould pay GECOMIN for each shipment of mineral products when the consignment reached 

an African port of embarkation, >·lith the required price adjustments being made when 

the metals had been sold abroad. 1'he Societe; gen6rale des minerals was to ;,eep accoLmts 

of its commercial operations and the agreement provided for arbitration in the 

event of misunderstandings regarding the conduct of those operations. The agreement 

>las to remain in force until 1972. On 24 September 1969, the agreement was amended 

and prolonged for h1enty-five years. A communique issued by the Union miniere in 

Brussels on 25 September 1969 stated that the agreer,cent 11 settled in a constructive 

and definitive manner the dispute bet>·leen the De,wcratic Republic of the Congo and 

the Union miniE~re" )./ 

lGG. From February 1967 to Se~tei<Jber 1969, the Union miniere received a commission 

or 4. 5 per cent on the sales effected by SG!-1, plus a supplement of 2 per cent for 

technical assistance. Pursuant t:J the agreerr:ent as amended in Se?tercber 1969, the 

Union miniere is to receive 6 per cent ::>f the value of GECOMIN's pr::>duction, 

covering compensation for the expropriated assets and payment for technical services, 

for a pericd of fifteen years. Thereafter, it ''ill receive only l per cent, as 

payment for technical services. 

169. In December 1967, the Congolese Government signed a mining convention with 

the Japanese company Nippon JYii.ning, "hich established a subsidiary, the Congo 

Development Company, to prospect for copper in Katanga, in the copper belt near the 

Zambian frontier. Test drilling has confirmed the existence of deposits of 

100 million tons, 30 million of ,,,hich are in the MJ.s~msi region, and 20 million in 

the Kinsenda region. These deposits \/ill be exploited by the Societe pour le 

developpement industrial et minier du Congo (SODLMICO), established for that 

purpose in 1969 with a provisional capital of $200,000, 85 per cent of the equity 

being contributed in cash by the Nippon Mining C::>. and 15 per cent in kind (mining 

rights) by the Congolese Government. The capital is to be increased as exploitation 

progresses. The SODIMICO is to invest about $70 million over a h1o-year period to 

See M.arches TropicaLJx et iviediterraneens, No. 1247 (Paris, 4 October 1969), 
p. 267~. 
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set up the installations needed to export an annual ~roduction of 50,000 rr_etric 

tons to Jaran from 1972 on>Jards. 

l7C. The Societe miniere de Lues he ( SOMILU), mmed by Union Carbide (United States) 

and the Congolese Government, is to exploit a de~osit of niobium at Bingo in the 

province of Kivu. The llnte Nazionale Idroce.rburi, an Italian State- mmed company, 

is prospecting the unexploited uranium deposits belonging to GECOMIN. In 1969 the 

French Bureau de recherches g8ologiques et minieres obtained a prospection licence 

covering large areas in the north and east of the country. 

CUBAY 

171. In Cuba, the exploitation of mineral resourcee is reserved exclusively to the 

Slate, l'hich als:J develops agricultural and fisheries resources jointly >~ith Stimll 

entrepreneurs. In the case of agriculture, the entrepreneurs must be Cuban, and 

their holdings must not exceed sixty- seven hectares; the Government may, hm,Jever, 

mal<e exceptions to these rules. In the case of fishing, the entrepreneurs must be 

Cuban, must VJork personally in the enter_fJrises and must have [?assessed their ov1n 

fishing vessel or vessels before the Fisheries C:J-operatives ·Here established in 

1960. 
172. Hith regard to the exploitation of petroleum by foreign companies, the 

G:)Vernment of Cuba states the follm<ing: 

"on 29 June 1960, the Texas Company (vrest Indies) Ltd. refused to refine 
State petroleum, and on l July 1960 the sarr,e position >~as taken by Esso 
Standard Oil and Shell de Cuba S.A., the first tl'O c:Jmpanies being subsidiaries 
of United States monopolies and the third being c:Jntrolled by United Kingdom 
capital. The position taken by the companies violated the Cuban Mineral Fuels 
Act, promulgated on 9 May 1938, chapter III, article 44 of 11hich states: 
'The plants shall ·oe obliged to refine State petroleum 1·1hen the Government 
\Jis hes 1 • 

11 The Government 1 s decision ·Has c.Jnveyed to the three aforementi::med 
[;letroleu.nl companies in three resolutions issued by the Prime Minister,. 
Cor,lmandant Fidel Castro Ruz, the first on 28 June 1960 and the other h10 on 
30 June 1960, ;~hich provided that the Cuban Petroleum Institute should talce 
Over the three companies if they failed to comply with the Governmentts \·Jish 
that they refine the petroleum delivered t[l them. 

J:./ Infor01ation provided by the Government of Cuba in its reply to the 
Secretary-General's questionnaire. 

The designations employed and the presentation of the material in this 
publication do not imply the expression of any opinion whatsoever on the part 
of the Secretariat of the United Kations concerning the legal status of any 
country or territory or of its authorities, or concerning the delimitatio/n 
of its frontiers. · · · 
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"IJhen the three foreign petroleum companies refused to comply, thus 
vi:,lating the Mineral Fu.els Act and defying the Government, the Cuban 
Petroleum Institute, acting i>1 accordance >~ith the aforementioned resolutions, 
took over the Texas C:Jmpany (vlest Indies) Ltd. en 29 June 1960 and the Esso 
Standard Oil and Shell de Cuba S.A. on 1 July 1960. 

"Subsequently, on 6 August 1960, Esso Standard Oil, S.A. (Cuban Division), 
the Texas Company ('Jest L1dies) Ltd. and ·the Sinclair Cuba Oil Company Here 
nationalized by the reso]_ution which nationalized United States companies :Ln 
retaliation for the arbitrary reduction in the Cuban sugar quota in the United 
States by the Government of the latter country and the other acts of economic 
aggression to ,;hich Cuba ha. been subjected. This step was taken in accordance 
\'lith Act. No. 851 of 6 July 1960, \1hich empm1ered the Executive to issue 
resolutions ~;hen it deen:ed it necessary in the defence of the national interest 
and provided for the nationalization 'through forced expropriation of the 
pr:Jperty or enterprises belonging to individuals or legal entities of United 
S-Cates nationality I • 

"The nati::malization of the United States petr:Jleum enterprises 11as 
based on the follouing preambular paragraph of the aforementioned resolution 
of 6 August 1960: 

"'The petroleum companies 11ere continually cheating the national 
economy, charging monopoly prices \·lhich led to the outflow of large am:Junts 
of foreign currency over a period of many years, and in their desire to 
perpetuate their privileges they disobeyed the laws :Jf the nation and devised 
a criminal plan to b::>ycott Ctlba, thus forcing the Revolutionary Government to 
proceed with its take-over action. 1 tt 

173. The Government of CL'.ba goes on to state that: 

11 Cuba has received assistance for the exploitation of its natural 
resources fr:Jm the specialized agencies of the United Nations system and has 
als·o received bilateral assistance for tba-C Qurpose from the socialist 
c:Juntries. This assistance bas taken the f:Jrm of transfer of technology, 
equipment and training of technicians. In tbe case :Jf the specialized 
agencies, this assistance has been and is being provided through projects 
implemented by UNDP or the specialized agencies, although Cuba has criticized 
the limitations placed on this assistance by United States interference. In the 
case of the socialist countries, the assistance has taken the form of mutual 
economic assistance, scientific and technical assistance, credits and 
fello"ships. Some capitalist C:Juntries, such as Sweden, have provided 
assistance by training instruct·:Jrs for the CLl_ban Technological Institutes, 
'-Jhile other VJcstern Eur:Jpean countries, such us Belgium, Denmark, France, 
Italy, the Netherlands, S\Jeden and so on have provided fellowships for the 
training of technicians and have supplied consultants and advis·ors. This 
assistm1ce helgs to develop :Jne of the essential elements for the efficient 
expl:Jitation of natural resources, namely ·cechnical personnel. Furthermore, 
agreements VJi t h capita list eEterpris es, sometimes guaranteed by the government 
of the countries in ,;hich those enterprises are situated, have enabled Cuba 

; ... 
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l-_.J OiJLo:-; __ :1 eq_u.i:vr1er:t CJ_nd eve;-l t:. have c,JrJplete plants installed - such as the 

Fertilizer Pla~1t c:rt C:Ler:.f·Jei.t:)>=' (supglied b,y Sim:m Carver, United Kingdom) and 
:Jullcl::-:;;:,ers and crtLe~c heavy c:Jnstruction eq_uipmcnt (supplied by Berliet, 
}-'ranee)-- on the ba,sj_s :_;f c:Jcumercial credits. 1

; 

· -~u}JE ~12D c·JL'-Clt·.ded ;di·C.~:. socialist c-Ju:.ttries - rr.ainly the Soviet Union 
1.-.:<t :;--lc:t·::l sales contracts fo~r the supgl.Y of specific quantities of sugar at a 
f:i..o~·ecl <C:UJ.d appropriate price, '.Jhicb_ in the c.ase of the USSR, the Peol?le 1 s 
L\e)ablic ,.-.f C~1ina> the Ger:::1an Dem:.Jc_-ratic Re[)ublJ_c and Czechoslovakia is 
:S .. ll cenJ:..~s :pe.c poundu ~ 

... has assisted and is assisting ·Jther countries in the exploitation ·Jf 
Jcheir nat'...-1ral. res.~-'i.lrces and the marketing :Jf natural resources products. I"i.: 
l-:as co- :J~)eratcd '·.'j_th socialist countries in developing natural resources on 
the basj_s of ccon:x:ic, scientJ.f'ic and technical co-:Jperation. For example, 
it t-u:H: given tccLln.-ic.s~l assistance in _poultry raising to the Democratic 
?e,;plc 1 ~' Rc~Ju'ul.'ic of· Koren and the Democratic Republic of Viet-Nam and has 
)r:JviC!ed t h:Js2 co~J_ntries >.Ji th breeding ce.ttle or ~,-Jith semen fr::xu charnpicm 
bulls. IJ.1his assL:;ts.nce l::w_s been given free of charge, like the assistance 
l,;l"_ich Cuba receives fr:Jm tbe afGrementioned s:;cialist countries. Furthermore_, 
Cuba L-Es beec. anC :Ls still giving technical assistance to the Republic 8f 
G:...linea for the ex[ __ <:_oj_ta-;.:ion of j_ts fisheries resources. Cuba has supplied 
four technicia-n.s 'dho are teaching at the Guinean Fishing School and has 
d·Jr:,ated s -;:'·::oden. coastal fishing vessel, mFJ_de in Cuba. All this assistance is 
prcw16ed free ~)f charee~ \"?ith regard to marketing_, when Mr~ Cheddi Jae;an 11as 
Fr .1 De Mi,1is-~er of B:.i:i tich Guyana, the Cuban G·:::vernment purchased rice fror:J. 
G1.1yana, r;:ayic.g a fH'ice hJ.:.-;her than that prevailing Dn the ~~nrld marl:et, in 
order to as::ist in t11e strcJ_ggle for freedotn being vmged by the popular 
G::Jverr:_cuent of M:c. JagBn_, 1·.1hich Y.!as facing oppoeiti:Jn, particularly from the 
Uni.ted States icilperiali~ts. Purchases ·:Jf rice from British Guyana during the 
~eTi~}d l96l-l)6h_, ',,I hen the J2gan GoverrLr"ent was in power, amounted t8 57,281 
-.J_etric t·:.::.ns D:f va:ri:Jas t~/98S ::;f rice~ and the prices paid varied between 
~?139,62 Qer metric ton f:::-:j_~ l:J','-1er qtlality r:Lce and 19G2 to $174.50 per metric 
ton f::rr :1igbe:c qu_al.ity rice ic. 1963~ The pu:cchase continued in 19.S5, 1·1hen 
Cuts. purchased 3:; 5CO iJletric: ·tone of rice at the Qrice of ~'Pl67. 88 per ton~ 11 

T_.estly, the Govej_~tlfLl.ent of CuJJa makes the f:Jllm·.1 tng s IJ.ggestions concerning 

.Lc'-terna·ti:-m_al acti·~-m t::: Gs::::ist developing coc_ntries in the exploitation of their 

'''1 i: .. ~.-rsl res.Jurces and the n::o.rl~~e~cinc; :Jf natural resources products: 

"(l) Aecie+sccc - 'l>te"ttcr cccr_crc_ic cr tectr_ical, lilateral or 
l'!:tultiL.1..teral - should .;-; olve no condiciGns v1t .. ich limit in any \·1ay the 
freer]om or the developing countries to develop their natural resources or 
maTket their r.atural res:Jurces as tbe,y see fit. 

I ... 
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The developing countries should :~ave £ree acce:::;::: to ·CLe 
This ''ould eliminate one of the o'Jstacles to th2 :;.·:e of 
for the exploitation of natural reGJurceEa 

The prices of natural G>TOducts ';lhich are :)f fur:.da.me-c1tal iyr;._pn-rtar·' .1:· 

to the developing coLmtries should be increased to levels cor,1p£~:c·s.."!:Jl.::" t:; t:~r; 

prices those countries have to pay for the industrial products ';ib.i-:::'c· ·,. -l-~:.) 

import f'rom the economically developed countries, either throur~h ~Jiln-7:c::t'-~:1 1 

international agreements. Under these asreeG£nts, the expc)r-:: lil·I;i ~Cit i --~'L"' _ 

which might be necessary to maintain prices at the aforemer:tior'.ed li:""vel::.:' \}'.>.,_Lc' 
be made mainly at the expense of the economically developed cY.utJC;_,,,,. 

11 (4) The access of natural products of fundamental importa.nc(: t·---, t··:;·· 

developing countries to the tnarltets of the economically devel·:~;ed ~>~l'.:u.-L.rie:;l 

should be facilitated; by means of the follm;ing steps: 

11 (a) The gradual reduction and eventual elimination of protectionit~T 
measures in developed countries_, which make it possible for proclr·c:.ts t ·)': 
which natural conditions in those coW1tries are not favourable t~) t~~l,·· 

the _place of sir11ilar f?roducts from the developing countries, T.-;here t h .. 

products are prcduced rr.ore cheaply because conditions are more fo.v:::J!.G l(~ 

11 (b) The elimination of import duties on natural prcdacts of functame0'~<:d 
importance to the developing countries. 

"(5) 
developi.e1;· 
developt.:-J 
system of 

The access of manufactures and semi-manufactures 9roduced in 
-.-~-:;untries fr-:Jm natural resources t-:J the markets of the econo~1lical~!.~1 

,,:tries should be facilitated through a general o.nd ECm-recipro:::c·l 
·,.t' !·~·.i ·:;;~cences f:Jr such products D 

11 
(: ":) Cc·-e..J::erative action should be tal:en to develop the me:rchant flcctr~ 

of the :,-. ·--. Lu 1;-J.ng cJuntries 1 by providing credits and eliminating all ttc 
restri~'·: _:_.--'r~s ;_.ihich in one 1-vay or another impede or limit that devel.opc:en-:..ti· 

I . .. 
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GABON 

177• Gabon is the world's third largest producer of manganese (7 per cent), but is 

the largeat exporter of that metal, accounting for just over one fifth of the 

market. The mangru1es<> deposits at Moanda, which have been exploited since 1962, 

are believed to contain reserves amounting to 200 mill.ion met.ric tons, with an 

ore content of 50 to 52 per cent. The deposits are exploited by the Campagnie 

mini ere de l 'Ogoue ( COMILCG), set up in 195 3 by the Bureau minier de la France 

d 1outre-mer (now known as the Bureau de recherches geologiques et minieres) and 

the United States Steel Corporation. 

$9.2 million distributed a~ follows: 

At present, COMILOG has a share capital of 

United States Steel Overseas Capital Corporation • , • 

Bureau de recherches geologiques et minieres (France) 

Societe auxiliaire du mruoganes de Franceville (France) 

Compagnie de i'!iokta (France) . . .. . . . . . 

49 

22 

15 
14 

178. The CO~ITLOG has already invested about $110 million in various construction 

~rojects, including the mining installations proper and a telpher railway 

(telepherique) in Gabon, a 285 km railway from the telpher terminal at the frontier 

between Gabon anc the People's Republic of the Congo to the coast and installations 

at Pointe-Noire (Congo). It has also built 1,500 dwellings for its personnel, 

three modern hospitals at Moanda, Eakoumba and ~Rkabana respectively, and three 

full-time vocational training centres, The company employs 330 su~ervisory staff 

(including about fifty Gabonese) and 3,cco other workers. 

179· The uranium mines at Iv:ounana are exploited by the Compagnie des mines 

d 1uranium de Franceville (COMUF'), which has a share capital of 3·7 million francs, 

owned by French interests and distributed as follows; 

Compagnie de Mokta • • • • • • 

Societe mini€re H~chtney-Ivhkta 

Commissariat a l'energie atomique 

Compagnie fran~aise des m:iu~.~...._., ... " u. 

• 

Compagnie fran'\:ai.sP runr ]. 1outre-mer (COJ:i'lMJ:!.;rt; 

Compagnie des min~s de Huaron • 

Ugine-Kuhlmann • • • • • • • • 

• 

• 

• 

Percentage 

25 

25 
20 

10 
l.O 

5 
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180. At present CO!VlUF employs 1,100 persons, of whom 350 work at the mine and 150 

in the prospecting division. Training in mechanics and electrical engineering is 

provided by COMILOG, but COMUF has organized quasi-permanent courses for miners, 

chemical treatment specialists, topographers and drillers. 

181. In 1963, the Societe des mines de fer de Eekambo (SCMIFER) was granted a 

concession to exploit the iron ore deposits at Eelinga. The Societe des mines de 

fer de Eekambo has a share capital of $735, COO, distributed as follows: 

Bethlehem Steel Corporation • • , • • • , • , • .. . . . . . 
Various European steel companies (West German, 

10 per cent; French, 9 per cent; Italian, 3·5 
per cent; Belgian, 2 per cent; Netherlands, 
0. 5 per cent) . • . . . . . . . . • . . . . . . 

Various French finance companies 
(COFI~~R, Suez, Banque de Paris et des Pays Bas) 

Bureau de recherches geologiques et minieres 

. . . . . 

Percentage 

25 

12 

182. It is estimated that investments totalling $275 million will be needed for the 

exploitation of the Belinga deposits, half for the mine and port installations and 

half for a 560-km railway between Eelinga and Gvendo, On 13 November 1969 a 

protocol was signed by the Gabonese Government and SOMIFER for the exploitation 

of the deposits, which is to take place between 1975 and 1985, depending on 

conditions in the world market, 

183. Petroleum exploitation and exploration in Gabon are carried out mainly by 

Societe ELF des petroles d 1Afrique equatoriale {ELF-SPAFE). This company was 

originally established in July 1949 under the name Societe des petroles d'Afrique 

Societe des p8troles equatoriale fran~aise; in 1960 its name was changed to 

d I Afrique equatoriale (SP.Al"E)' and the present name was adopted in 1968. After 

seven years of exploration, the first commercially exploitable petroleum deposit was 

discovered in 1956 at Ozouri, and the second was found shortly afterwards at 

Pointe Clairette. In 1968, production amounted to 4.6 million metric tons, making 

Gabon the fifth largest oil producer in Africa. In Gabon, ELF-SPAFE invested 

$18 million in 1967, $28 million in 1968 and $39 million in 1969. From the 

beginning of its operations until the end of 1969, it had invested $24C million in 
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Gabon, $lC7 million for exploration and ~iil33 million for exploitation. It has 

a st6ff of about 1,:::c:c, approximately 860 being Gabonese, and has built 750 

dvrellings i.'or its Gabonese workers, a social centre, maternity clinic and 

dispensaries. 

GHANA 

...Le4. I'-lini:ng - E&it2ly f'or gold!' diamonds, manganese and bauxite - currently 

.qccc-unt.G for a"bov_t 18 per cent of' Ghana's exports and 3 per cent of' its gross 

d.G:r::;_cstie: product,. 

JB::i. Gold. production, vhich in recent years has averaged about 8oo,coo ounces a 

y&::-er:, is c.s.rried out by .five companies. Four of these - Amalgamated lanket 

hr cas., J\riston Gold Hines, Konongo Gold hines and Bondage Eibiani Gold Eines, which 

'cGk account for al,out 35 per cent of Ghana's gold production - were nationalized 

~n l9fl and are now operated by the State Gold Mining Company, established in 1965. 

'i'he i'ifth company, Ashanti Goldfields Corporation Ltd., is the largest gold-mining 

cntex·prise in Ghana, accounting for just under two thirds of the total gold 

pro(luction. In January 1969, the share capital of Ashanti Goldfields was 

acquired by Lonrho Ltd., a London-based company which has widespread investments 

in AfricB. 'rhe Government of Ghana granted Lonrho Ltd, a fifty-year lease to 

exploit the Ashanti goldfields to replace a ninety-year lease, held by Ashanti 

Goldfields Corporation Ltd,, which had been granted in 1897. In return, the 

Government received 2C per cent of the shares of the Ashanti Goldfields Corporation 

with an option to pur,hase an additional 2C per cent at a price of $2.40 per share, 

If dividends from the Government's 20 per cent shareholding fall short of the 

royalties it received under the old lease, the Corporation will make up the 

difference. 

186. Ghana is the world 1 s second large.Jt producer of rough diamonds~ which are 

mair~.y of the industrial type. The diamonds are produced principally ley four 

companies_. one Government-mmed, which operates under the general control of the 

State dining Corporation, and the other three foreign firms registered in the 

Vni ted Kingdom. 1lhe largest of the foreign firms is the Consolidated African 

Selection ~'rust (CAST), which began operations in 1922. CJ\BS_1 en;,ploys some 
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2,750 people, including about eighty-five African supervisors and sixty-1'ive 

expatriates. The alluvial nature of Ghana's diamond deposits enables some 

260 licensed African diggers to mine · 'all claims, hiring workers on a commission 

basis. All diamonds prod11ced in Ghana must be sold to the State iiarketing 

Corporation. 

187. The British Aluminium Company Ltd. is developing new ·bauxite deposits at 

Ichiniso as its deposits at Kanaiyerebo are near the exhaustion point. Ghana 1E 

bauxite production is exported, while alumina is imported for use in the Tema 

aluminium smelter, The latter was opened i01 1967 by the Volta Aluminium Company 

(VALCO), in which lC per cent of the share capital is owned by the Government of 

Ghana and 90 per cent by Kaiser Aluminum of the United States. In 1969 it was 

announced that VALCO was to invest a further $24 million in Ghana to increase the 

present capacity of the 'l'ema smelter by 35, COO tons, thus raising its annual 

production capacity to 145, COO tons and maki.ng it one of the largest smelters 

outside North America. Preliminary surveys indicate that ~\70 million would be 

required to provide alumina facilities in Ghana, Power at a rate of over 

200,000 kH is required to operate the 'rema smelter at its present capacity. This 

power is supplied by the Volta River Authority, Traditionally, the large mining 

companies have produceJ their own electricity, but in recent years their power 

output has declined considerably, since they have been purchasing power directly 

from the Volta River Authority. The Volta Hiver project 1<as completed in 1966 

at a cost of $139 million, contributed by the Government of' Ghana, the International 

Dank for Heconstruction and Development, the United States Agency for International 

Development, the Export-Import Bank of the United States and the United Kingdom. 

188, In Decem;J;or 1968, oix oil companies signed agreements for crude oil 

exploration with the Government of Ghana, 1'he agreements were to be valid for 

thirty years and renewable for another ten years. The companies 1{8re to pay 

$7,000 a block plus $25 annual rent a square mile in the f'irst year, rising to 

$50 a square mile in the third year. Drilling vJas to start 1fithin eighteen months 

and at least one well was to be completed to 12,000 feet within two years, A 

$150,000 bonus was to be paid six months after the contract date for each 500 

square miles of concession. Another $5CO,OCO was to be paid -within thirty days 

of the discovery of oil in commercial quantities; iSl million when exports averaged 
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lOO,OCO barrels a day and $2 million when exports reached a daily average of 

200,000. The rent was to increase from $150 a square mile in the first year of 

development to $500 in the fourth and following years. Royalties were to be 

12.5 per cent of the posted price of crude oil and would be treated as an expense 

item, tax being payable at 50 per cent. Each licensee was to contribute :f50,0CO 

annually for the establishment and maintenance of a petroleum or petrochemical 

department at a Ghanaian university. Also at the end of 1968, a decree was issued 

empowering the Government to pre-empt all minerals produced in Ghana or from land 

under its territorial waters. However, petroleurn cannot be pre-empted, except in 

time of war or in case of a national emergency. 

GUINEA 

189. When Guinea attained its independence in 1958, the bauxite deposits on the 

Islands of Los had been exploited for six years by the Societe des buaxites du 

midi, a subsidiary of Aluminium Limited of Canada (ALCAN). In 1961, the Societe 

des bauxites du midi informed the Government that in view of its inability to solve 

the problems of long-term finance and taking into account the new technology being 

used by its competitors, it could not meet its commitments with regard to the 

construction of an alumina plant in the Bake area. A series of informal 

negotiations took place between the Government and the company at the highest level. 

Following an important cabinet meeting, the Societe des bauxites du midi was given 

a delay of three months for the execution of the agreement. The official view 

>~as that the newly-won independence of the country and in particular the ne>~ 

environment were important deterrents which led the company not to comply with its 

contractual obligations. The Government therefore annulled the concessions for 

both deposits and took over the assets in Guinea. The Government undertook to 

exploit the mines on the Islands of Los with Hungarian and Polish technical 

assistance. 

190. In 1958, plans for two major bauxite mining projects, one in the area of the 

Compagnie internationale pour la production de l'alumine (FRIA) and the other in 

the Bol<e region, >~ere nearing completion. The FRIA deposit, evaluated at 

350 n1illion metric tons, was to be exploited by the FRIA, which had been established 
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in 1957 by two French companies, Pechiney compagnie de produits chimiques et 

electrometallurgiques and the Societe d'electrochimie et d'electrometallurgie et 

des acieries d'Ugine (now Ugine-Kuhlmann), which in view of the magnitude of the 

investment involved in the project had subsequently invited British, Swiss, United 

States and West German interests to join them in an international consortium. The 

capital of FRIA now totals the equivalent of $33.6 million, distributed as follows: 

Olin Mathieson Chemical Corporation (United States) • • • • 
Pechiney-Ugine (France) . . . • • • . . . . . . . . . 

• The British Aluminium Company Ltd. (United Kingdom) 

Aluminium Industrie Aktiengesellschaft (Switzerland) 

Vereinigte Aluminium Werke (Federal Tiepublic of Germany) 

• 

• • 

Percentage 

48 

27 

10 

10 

5 

191. The FRIA, which is managed by the French partners, has invested about 

$150 million in various construction projects, including the following: 

installations for the working of the tacxite deposits, the Kimbo alumina plant 

(original annual production capacity 480,000 metric tons, to be increased to 

700,000 metric tons in 1970 through a new investment of $10 million), a 150 km 

railway linking the FRIA mine to Conakry, a road, a port at Conakry, and housing for 

6,000 people. ~'he FRIA currently employs about 1,400 people, of whom approximately 

1,200 are Guineans. 

192. The Boke project originated in May 1958, when the French colonial 

administration granted a 75-year concession to the Societe des bauxites du midi for 

the exploitation of the bauxite deposits in the Boke region, which are estimated to 

amount to 2,000 million metric tons. The company agreed to attain an annual 

extraction rate of 1.5 million metric tons by 1963 and to produce alumina at a 

plant with an annual production capacity of 220,000 metric tons, which it was to 

build by 1964. The company also undertook to implement a programme that would 

cost $100 million and would include the construction of a port and a 120-km railway. 

By 1961, the company had built only a small pier and 55 km of railway bed and 

structures. As noted above, the Government of Guinea in that year terminated the 

concession, because the company had failed to meet its obligations under the 

concession agreement, and took over its assets in Guinea. ~·he Government then 

began seeking new concessionnaires to exploit the Bake deposits. 
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193. On 1 October 1963, after fifteen months of negotiations, a basic agreement 

>Ias reached between the Government represented by the Ninister of Economic 

DAvelopment and Harvey Aluminium Inc. of Los Angeles (California, LBA), Later 

a convention took place between the parties for the setting up Of a joint.venture 

in >~hich 49 per cent of the equity was to be held by the Government of Guinea, in 

exchange for mining rights, and 51 per cent by Harvey Aluminum Inc.. A holding 

trust >~as later formed between Harvey Aluminum and major aluminium ~ompanies 

such as ALCAN (Canada), ALCOA (USA), Pechiney-Ugine (Franee), Verein:!.~te Al';ll(liPium, 

Werke (Federal Republic of Germany) and Eontecatini (Italy), Initially, the. 

control of the trust was left to Harvey which held 51 per cent ofthe equity, but 

later was given away through cession to other partners. The Board of Directors 

was to consist of ten members, five appointed by the Government and five by 

Harvey Aluminum (later HALCO). The Chairman was to be designated by the 

Government. The President and Chief Executive Officer was to be designated by 

Harvey Aluminum (later HALCO); he was not to be a member of the Board, but would 

be able to attend its meetings and vote. Under the agreement, the Government of 

Guinea was to receive 65 per cent of the profits of the Compagnie des bauxites 

de Guinee (CEG) in the form of income tax, and Harvey Aluminum (later HALCO) was 

to receive the remaining 35 per cent. Harvey Aluminum (later HALCO) was to 

exploit the bauxite, producing at least 1 million metric tons a year, and was to 

build a calcination plant with an annual capacity of 10,000 tons. The Government 

also asked Harvey Aluminum to study the possibility of building an alumina plant. 

The Government was to construct infrastructure works, including a port .for ocean 

carriers, a ~50 km railway between the port and the mine, and housing near the 

plant. 

194. In spring 1965, the Societe des bauxites du midi riled a claim for 

compensation, but renounced further action on the claim when negotiations began 

between Harvey and ALCAN on the purchase of bauxite from Boke and the settlement 

of claims arising from the former concession. In December of the same year, the 

Guinean Government established the Office d 1amenagement de Boke (OFAB), an 

autonomous public entity which was to be responsible not only for the Government 

contribution to the exploitation of bauxite in the Boke region, but also for the 

development of the whole north-west region of Guinea. 
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195. In 1966 a number of European and Unit~d States companies expressed an 

interest in joining Harvey in the Boke project, whose production would thue be 

increased from 1 million to 5 million metric tons a year. Negotiations were 

initiated, and in 1968 it was announced that a consortium known as HALCO Mining 

had been formed, consisting of Harvey Aluminum, ALCAN, the Aluminum Company of 

America (ALCOA), H~chiney-Ugine, Vereinigte Aluminium Herke (Federal Republic 

of Germany) and Montecatini-Edison (Italy). Bilateral appropriate arrangements 

approved by the Government of Guinea and Harvey Aluminum released to the members 

of the Consortium respective parts of the benefits extended to it by the Government 

of Guinea in the basic agreement. A series of negotiations took place and led to 

a reduction in the distribution of shares between Harvey Aluminum Inc. and the 

other members of HALCO Hining. Finally, under the active supervision of the 

Government, arrangements were reached for the following structure of HALCO and 

the Compagnie des bauxites de Guinee: 

HALC0 1s capital is now distributed as follows: 

ALCOA (United States) 

ALCAN (Canada) . . . 
• 

• • • • 

Harvey (United States) 

Pechiney-Ugine (France) 

Vereinigte Aluminium Werke 

Montecatini-Edison (Italy) 

(Federal Republic of Germany) 

. . . . .. . . . . . . . . 

Percentage 

27 

27 
20 

lC 

10 

6 

196. The equity of CBG now consists of $2 million, 49 per cent being contributed 

by the Government of Guinea in the form of mining rights and 51 per cent by HALCO. 

Total investment is expected to amocmt to about $180 million, $100 million to be 

contributed by CBG and $80 million by OFAB. 'I'he $100 million contributed by CBG 

will be derived from the following: 

( i) A $64 million loan from HALCO ( ~;25 million from the Export-Import Bank 

of 'ilashingt,on, ~;10 million from the Societe financiere europeenne, $25 

million from the Kreditanstalt fUr \{iederaufbau and the Deutsche Bank, 

and ~A mHlion from other sources); 
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(ii) $1 million from the Guinean Government; 

(iii) A $15 million additional capital contribution from HALCO; 

(iv) A 1i20 million loan from the members of the HALCO consortium 

(repayable without interest over ten years after a six-year grace 

period), 

197. The $80 million to be contributed by CFAB was to be derived from a $64.5 

million loan from IBRD, reimbursable in twenty years beginning in July 1973 at 

an interest rate of 6.25 per cent and a $20.8 million loan from the United States 

Agency for International Development, reimbursable in twenty-six and a half years 

beginning in July 1973 at an interest rate of 2.5 per cent per annum. 

198. The infrastructwre work for thA Boke project was officially inaugurated in 

October 1969 and is expected to be completed in 1972. 

199, As regards other minerals, in February 1969 the Government of Guinea asked 

the Swedish firm Grangesberg, a partner since 1963 in the Liberian-American-Swedish 

11inerals Co. (LAMCO), to undertake a preliminary survey of the iron deposits in the 

Nimba Mountains, The survey yielded very encouraging results; the Government of 

Guinea therefore established the Compagnie du minerai de fer de Guinee (MIFERGUI), 

which includes five foreign companies from Australia, Italy, Romania, the United 

States and Yugoslavia respectively, Japanese interests were expected to join t~e 

consortium later. The Government of Guinea is to receive 50 per cent of MIFERGUI 1 s 

profits. Arrangements have recently been made for two feasibility studies to 

determine the grades and specifications of the iron ore, One· study is to be 

carried out as a ~IDP Special Fund Project, and the other is to be undertaken by 

a Belgian firm. 

INDONESIA 

200. Indonesia's oil policy is based on article 33, paragraph 3, of the 1945 

Constitution of the Republic of Indonesia, which stipulates that: "Land and water 

and the natural riches contained therein shall be controlled by the State and 

shall be made use of for the people" and is further defined in the government 

regulation replacing Act No. 44 of 1960 on the mining of Petroleum and Natural 

Gas. 
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201. According to this government regulation, foreign participation in the 

Indonesian oil and gas industry must be based on a working contract with a state 

oil enterprise or enterprises. 

202. The regulation provides that petroleum and natural gas are national assets, 

controlled by the State, and that only State enterprises, as holders of mining 

authority, may undertake the exploration, exploitation, refining and processing, 

transportation and marketing of petroleum and natural gas. However, the 

Government can appoint contractors for the state oil enterprises if this is 

considered necessary for the execution of operations, which ca~ot yet be carried 

out by the state enterprises. All the oil and natural gas produced by the 

contractors belong to the State, with the contractors receiving a certain 

remuneration for their services. 

203. After the promulgation of the government regulation replacing Act No. 44 of 

1960, it became necessary to replace the existing agreements with foreign oil 

companies operating in Indonesia (the so-called "5-A-Contracts") with agreements 

incorporating the basic principles as set forth in the government regulation. 

The negotiations with the foreign oil companies (Shell, Caltex and Stanvac) 

inevitably led to a compromise, whereby the "5-A-Contracts" with their concession 

system were replaced by "contracts of work", under which the foreign oil companies 

agreed to relinquish all rights held prior to the adoption of the government 

regulation and to operate as contractors under the supervision of the state 

enterprises, while retaining responsibility for the management of their operations. 

On 28 November 1963, the Government of Indonesia adopted Act No. 14, approving a 

number of contracts of work, which had been concluded between the state oil 

enterprises and the foreign oil companies, namely between the state oil 

enterprise Pertamin and Caltex Pacific/California Asiatic Oil/Texaco Overseas 

Petroleum, between the state oil enterprise Permigan and Shell Indonesia and 

between the state oil enterprise Permina and Stanvac Indonesia. 

204. Upon signing the agreements, each foreign oil company agreed to pay the 

Government of Indonesia $5 million as an initial bonus. The Government was to 

receive quantities of crude oil having a value of 60 per cent of the operating 

incone of the foreign oil companies. The companies were to sell all their 

marketing facilities in Indonesia to the Government within the following five 
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years. This transfer was effected in 1965 against a payment in cash to the 

compar~es of t12.9 million. The companies' exploration and exploitation rights 

over existing areas were extended by twenty years, and the companies were also 

authorized to operate in extensive new areas in Kalimantan (Borneo) and Sumatra for 

a maximum period of thirty years. 

205. Shell and Stanvac, which had refineries in Indonesia, were guaranteed retention 

of those refineries for ten years, but the facilities were to be sold to the 

Indonesian Government within fifteen years; the sale price was to decrease to zero 

if the transfer was made at the end of the period. 

206. On 31 December 1965, Shell sold all its operations and assets, including its 

oilfields and refineries, to the Government of Indonesia for $110 million, payable 

over five years. 

207. In January 1970, Stanvac Indonesia sold its only refinery in Sungai Gerong 

(South Sumatra) and its Tandjung Uban Sea 1'erminal to the Government of Indonesia 

for $4.75 million. To assist the Government in the integration of the Sungai 

Gerong refinery with the nearby located Pladju refinery (purchased by the Government 

from Shell in 1965), Stanvac agreed to give a j;2 million interest free loan to the 

Government, to be paid back in six years. 

208. On the same day an agreement was also signed on the enlargement of Stanvac's 

operation areas in the districts bordering its old areas in South Sumatra. The 

"contract of work'', which was signed by Stanvac for its old areas, also formed the 

basis of this n~" agreement. Stanvac will invest a minimum of $6 million for 

exploitation during a period of four years, while the state oil enterprise Pertamina 

(Stanvac 1s partner in the agreement) will give Stanvac all available geological and 

geophysical data for a payment of ~>750,000.00. 

209. Stanvac will also pay bonuses to Pertamina, which will not be included in the 

operating cost, namely a signature-bonus of $1.25 million within ten days after 

1 January 1970, a contribution of ~;250,000.00 to the National Oil and Gas Institute 

for research purposes and production bonuses as follows: $1 million when the 

production reaches 50,000 barrels a day, $3 million when the production reaches 

100,000 barrels a day and $6 million when the production reaches 200,000 barrels 

a day. 
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210. In 1960, a long-term credit agreement was concluded between the Government of 

Indonesia, represented by the state oil enterprise Permina, and the Kobayashi 

group of Japan for the reconstruction and development of oil fields, including the 

related facilities, and f'or the conduct of exploratory operations to be carried out 

by Permina in North Sumatra. Under the agreement, which is valid f'or ten years, 

the annual production of' the fields was to be increased as early as possible f'rom 

800,000 kl (the so-called basic production) to 2.5 million kl. 

211. The Japanese group was to provide a credit of 18,845 million yen in the f'orm 

of equipment, machinery, materials, techniques and service>. Permina was to 

deliver every year, as the repayment in kind of' the credit, a quantity of crude 

oil equivalent to 40 per cent of that part of the annual crude oil output which 

exceeds the basic production. This quantity of' crude oil was to be converted into 

a corresponding monetary amount at the current international market price of' the 

oil. 'I'he two parties to th6 ae;r,oement were to meet every two years to ensure 

satisfactory execution of' the agreement. ror the performance of the agreement 

the Kobayashi group established in Japan the North Sumatra Oil Development 

Corporation (NOSODECO). 

212. The agreements concluded since 1966 by the state oil enterprises with 

foreign companies as their contractors in the exploration and exploitation of 

petroleum and natural gas have been more in keeping with the spirit and the 

basic principles of the 1945 Constitution and the regulation replacing Act No. 44 

of 1960. These agreements, known as "production-sharing agreements" are based on 

the following principles: that all the oil and natural gas produced remains the 

property of' the State; that the management of all the operations is in the hands 

of the state enterprise, wh~ch bases the agreement on a work programrne and an 

operating budget dra1n1 up and executed by the contractor; the maintenance of 

regular contacts and consultations between the contractor and the state enterprise 

at every stage of the work programme; the obligation of' the contractor to use the 

services of the state enterprise, including qualified Indonesian personnel, to 

the maximum. 

213. T'he sharing of the production, as remuneration for the services of the 

contractor, is carried out on the follo}ring basis: 
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(a) The foreign contractor has to bear all operating costs, which may be 

recovered out of the production only after commercial production has started; 

(b) The contractor is obligated to invest, during a certain period of time 

stated in the agreement, a minimum amount of capital in exploratory activities; 

(c) Equipment purchased by the contractor pursuant to the work programme 

becomes the property of the state enterprise when landed at the Indonesian port 

of import, Depreciation on this equipment is to begin on the date of commencement 

of commercial production and shall be at a rate commensurate with the useful life 

of the relevant asset, but not to exceed 10 per cent per annum; 

(d) After commercial production has begun, the foreign contractor may 

recover its operating costs out of the annual production up to a maximum of 

40 per cent. The balance is then divided between the Government and the contractor, 

with the former receiving 65 per cent which may be increased to 67.5 per cent after 

the production has reached a certain level. The oil is valued at the prevailing 

international market price. The contractor is required to supply the domestic 

market for petroleum products by selling a part of the crude oil to which it is 

entitled to the Government against a certain fixed price, 

214. The agreements also contain a provision regarding the employment of qualified 

Indonesian personnel and their training for staff positions after commercial 

production has started and, furthermore, provisions dealing with the payment by 

the contractor of a signature-bonus, a compensation-payment for available data 

furnished by the state enterprise and production bonuses after production has 

reached certain levels, All these payments are not to be included in the operating 

costs by the operator. The duration of the agreements is thirty years, including 

an exploration period of eight to ten years. 

215. The April 1968 production-sharing agreement between the state oil ent~rprise 

Permina and International Oils Exploration N,L, of Australia, for instance, provided 

that Permina would take 65 per cent of the output up to 75,000 barrels a day, 

after which Permina would take 67.5 per cent after a portion of the production had 

been deducted to cover operating costs. vlhen production reached 50,000 barrels 

a day, International Oils Exploration was to pay Permina a production bonus of 

~:ll million. 

216. Under a July 1968 agreement between the state oil enterprise Pertamin and the 

Compagnie fran<;aise des petroles (CFP) for exploration and exploitation in the 
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Djambi area of South Sumatra, CFP was to spend a minimum of $10.5 million for 

exploration over a period of six years. The area involved was 20,000 square 

kilometres, both on-shore and off-shore. After part of the production had been 

deducted to cover operating costs, the balance was to be shared on the following 

basis : 65 per cent for Pertamin and 35 per cent for CFP up to 75, 000 barrels a 

day, and 67.5 per cent for Pertamin and 32.5 per cent for CFP thereafter. The 

duration of the agreement was thirty years, including an eight-year exploration 

period. The CFP was to pay $1 million for geological information and production 

bonuses of $1 million when production exceeded 100,000 barrels a day and another ' 

$1 million when production exceeded 200,000 barrels a day. 

217. Under a production-sharing agreement for exploration and exploitation off 

the western tip of West Irian, signed in October 1968 between the state oil 

enterprise Pertamina and AGIP, a subsidiary of Ente Nazionale Idrocarburi (ENI), 

the Italian Government-owned company, AGIP was to invest a minimum of ~6 million 

for exploration in the first eight years. 

218. '!'he AGIP was to pay $1.5 million for information held by Pertamina and 

production bonuses of $500,000.00 when a production level of 75,000 barrels a day 

had been reached, $1.5 million at a production level of 100,000 barrels a day 

and $2 million at a production level of 200,000 barrels a day. '!'he contract 

covered an area of approximately 100,000 square kilometres, parts of which were 

to be gradually returned to the Government of Indonesia, so that by 1968 it 

covered only 15,000 square kilometres. 

219. After commercial production had been started, the balance of the production 

after deduction for operating costs was to be shared between Pertamina and AGIP 

on a 65 : 35 basis until production reached 75,000 barrels a day, after which 

Pertamina was to receive 67.5 per cent and AGIP 32.5 per cent. 

220. Production-sharing agreements on broadly similar lines have been concluded 

with a number of other foreign companies, such as Cities Service Company, Union 

Oil Company of California, Mobil Oil Corporation, Gulf Oil Corporation, b.P., 

Shell, Phillips Petroleum Company, Continental Cil Company, Japan Petroleum 

Exploration Company, Kyushu Oil Company (Japan), Frontier Petroleum Company. 

221. 1<ith regard to the mining sector, it was decided in 1968 to open a 

Government-owned mechanized diamond mine in Kalimantan, and the Government 

concluded an agreement with the Dutch company, Netherlands Diamant l;aatschappij of 

Amsterdam, under which the latter was to cut, polish and sell the dimaonds. 
/ ... 
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222. The Government of Indonesia has granted rights to Freeport Sulphur for 

copper in Hest Irian, to International. Nickel for nickel in Sulawesi and to 

NV Eiliton i:aatschappij for tin in on-shore and off-shore areas near Singkep-

f'angka. The three contracts involved a capital outlay of acout $160 million by 

the three companies. 

223. In Varch 1969, the Government of Indonesia signed a contract with Pr Packific 

Nikkel Indonesia, a consortium o:f Canadian, Netherlands and United States capital, 

for nickel exploration in 1fest Irian. Under the contract, which is valid for 

thirty years, extendable by mutual agreement, $1.5 million is expected to be 

invested in exploratj_on and a further $75 million will be invested if ore is 

discovered in commercial quantities .. The contract does not provide for a tax 

holiday and the nickel will be considered State property until the point of sale. 

Land rent, royalties and corporation tax will be paid., the corporation tax being 

37.5 per cent of net income during the first ten years, and 45 per cent for the 

re~aining period. :.ining contracts with a number of other foreign companies were 

being negotiated for bauxite, nickel, tin and heavy minerals. 

224. 1Tith regard to the development of land resources, the prevailing pattern of 

the Indonesian rubber industry has been one cf large estates capable of producing 

hig)1~quali ty rubber .. In October 1968 the last of the major companies which 

formerly possessed rubber plantations reached agreement with the Government of 

Indonesia on the reswnption of control of its former estates, All the companies 

which have resumed control of their estates will be allowed to employ expatriate 

managers .. The Belgian rubber plante.tions of Socfin, Sipef and Plantagen AG in 

At.jell, ]',;orth Sumatra and Ti/est Java were transferred back, on 29 April 1968, by an 

agreement under which the Belgian companies were to enter into a joint venture with 

the Government of Indonesia, putting up 60 per cent of the initial capital outlay 

of $13.5 million, >rhile the Government of Indonesia supplied the rest. 

225. In 1968, a joint venture was established between the Indonesian Company 

Sumatra International 'rimber, and a Philippine concern, which was granted a twenty

year licence to exploit lOC,CCO hectares of forest in north Sumatra and the Riau 

archipelago. The Philippine company promised to set up a wood-processing in~ustry 

in the region and to develop its infrastructure in return for the rights to the 

timber. In the 3arre year, the Government of Indonesia approved two other joint 

I ... 
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ventures involving the investment of foreign capital in the forestry industry. 

One of these ventures was established by the Kaju Indonesian company and the 

Mitsubishi Kaisha of Japan, for exploitation of 100,000 hectares in East 

Kalimantan at a cost of $2 million. The other was established by the Indonesian 

Mines Company and the Netherlands concern Fijout, for the exploitation of 

950,000 hectares in the Riau archipelago, with a capital outlay of ~;2 million. 
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IRAN 

226. In the period between the two world wars, several disPutes arose between 

the Government of Persia and the Anglo-Persian Oil Company Ltd. (APOC), later 

the Anglo-Iranian Oil Company Ltd. (AIOC), over payments in the Government. 

The Anglo-Persian Oil Company Ltd.'s oil concession had originally been granted 

in 1901 to 1villiam Knox D'Arcy of Great Britain. That concession had covered 

500,000 square miles, that is, the whole of Persia except for five northern 

provinces, and was to be valid for sixty years. The Government of Persia was 

to receive a cash bonus of £20,000 of paid-up shares, in the first exploitation 

company within one month of its formation, 16 per cent of the company's annual 

net profits and an annual tax of 2,000 tomans. 

22T. On 15 April 1909 APCC had been established to take over the D1Arcy 

concession, the majority interest being held by the Burmah· Oil Company. In 

1914 the British Government had acquired 56 per cent of APOC 1 s equity, the rest 

being held by Burmah Oil and D1Arcy. 

228. In 1932, the Government of Persia unilaterally cancelled APOC 1 s concession, 

with a vie;r to obtaining increased payments, since its 16 per cent shares of 

APOC 1 s net profits had declined owing to the fall in world oil prices during the 

Great Depression. A new agreement was signed in 1933, valid for sixty years, 

;rhich reduced the concession area from 500,000 to 100,000 square miles and 

provided for the payment to the Government of a royalty of 4 shillings (gold) 

per ton of petroleum sold, and an annual sum equal to 20 per c~nt of the 

dividends distributed to ordinary APOC shareholders in excess of £671,250. 

Total annual payments to the Government of Persia under those headings were to 

be no less than £750,000. Furthermore, APOC was to pay, for the first fifteen 

years of the concession, a tax commutation of 9 pence per ton for the first 

six million tons of petroleum produced and sold per annum, and 6 pence for every 

ton in excess of that amount. 

no less than £225,000. For 

was to pay a tax commutation 

The minimum annual commutation payment was to be 

the second fifteen years of the concession, APOC 

of one shilling (gold) per ton for the first 

6 million tons of petroleum sold per annum, and 9 pence for every ton in excess 

of that amount. The minimum annual commutation payment in that period was to be 

£30,000. The Government of Persia relinquished its £20,000 equity in the 

producing subsidiary of APOC against a payment of £1 million, covering that and 

other claims by the Government. 
I . .. 
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229. In 1947, the British Government imposed a ceiling of 30 per cent on the 

dividends that could be distributed by any British company. This limitation 

naturally affected the ~ayments to the GoverP~ent of Iran, which in addition to 

tonnage royalties was entitled to receive annually a payment equal to 20 per cent 

of the dividends distributed to AIOC shareholders in excess of £671,250. In 

1948, AIOC suggested that it should make a supplementary payment to the 

Government of Iran to compensate it for any losses resulting from the British 

Government's dividend limitation policy. The Government of Iran suggested 

instead that the financial arrangements of the 1933 concession agreement should 

be renegotiated. 

230. A supplementary agreement was accordingly drawn up, under which: 

(a) The royalty ~er ton was to be increased to 6 shillings (gold), and 

total annual royalty payments to the Government were to be no less than 

£4,000,000; 

(b) The Government of Iran was to receive a sum equivalent to 20 per cent 

of any distribution to AIOC 1s ordinary shareholders in excess of £671,250, 

whether that distribution was to be made as dividends or from general reserve; 

(c) The tax commutation payment was to be increased from 9 pence to 

1 shilling (gold) per ton. 

231. This agreement was initialled by AIOC and the Government of Iran on 

17 July 1949, but was rejected ry the Iranian Parliament in December 19)0. 

Relations between AIOC and the Government of lran continued to deteriorate, and 

on 30 April 1951 the Iranian Parliament voted to nationalize the Iranian oil 

industry. The nationalization law was promulgated on 1 May 1951 by the Shah. 

In the same year, Iran established the National Iranian Oil Company (!HOC) to 

control the country's oil reserves. The NIOC now distributes petrole~ products 

in Iran, makes arrangements for exports of oil and natural gas, and has entered 

into partnerships with foreign ccm~anies for the extraction of oil and the 

production of petrochemicals. 

I ... 
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232. On 20 October 1954, ~n ~greement w~s concluded between NIOC and the 

Gavernment of J;r~n on the one hand and a consortium of eight (later sixteen}?./ 

international oil companies on the other. According to this agreement, two 

operating companies were established, an exploration and producing company which 

c~rries out exploration and production ~ctivities within the agreement ~re~, and 

~refining company, which refines and processes crude oil ~nd n~tur~l g~s 

produced py.the exploration and producing company, Each of the operating 

companies is entitled to receive one shilling per cubic metre of crude oil 

delivered and refined. Fifty per cent of the consortium's annual net profit 

and the operating companies' fees are received by the Government of Iran as 

taxation. 

233. The royalty to be received in cash or kind by NIOC is 12.5 per cent of the 

crude oil and natural gas produced by the exploration and producing company. 

According to the first supplementary agreement between the Government of Iran and 

NIOC on the one hand and the Consortium on the other in 1964, most of this royalty 

is to be charged to expenses by 1971, and thereafter all of the royalty will te 

considered as operating expenses. In May 1967 a second supplementary agreement 

was signed between the parties, according to which approximately 25 per cent of 

the agreement area was relinquished. 

out in the annex table. 

The basic terms of the agreement are set 

234. In August 1957, NIOC concluded an agreement with Agip Mineraria which 

provided for the establishment of the Societe Irano-Italienne des petroles 

(SIRIP), with an equity subscribed equally by NICC and Agip Mineraria. The 

agreement covered three separate areas: 5,600 sq.km. in the Iranian continental 

shelf located in the northern part of the Persian Gulf, 11,300 sq.km. in the 

eastern slopes of the Zagros mountains and an area of h,OOO sq.km. along the 

2.1 The sixteen companies were the following: British Petroleum Company Ltd. 
( 40 per cent), Royal Dutch Shell Group (14 per cent), Compagnie fran~aise 
des petroles (6 per cent), Standard Oil Company of New Jersey (7 per cent), 
Standard Oil Company of California (7 per cent), Texaco Incorporated 
(7 per cent), Gulf Oil Company (7 per cent), Socony Mobil Oil Company 
(7 per cent) and the Iricon Agency, Ltd., composed of eight United States 
oil companies (5 per cent). 
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coast of the Gulf of Oman, The Agip Mineraria was to spend a minimum of 

$22 milli.on on exploration during the first twelve years, If commercially 

exploitable oil deposits were discovered, f._.np was to refund 50 per cent of 

the exploration expenditure to NIOC and 50 per cent to Agip Mineraria. During 

the first twelve-year period, the explorable areas were to be gradually reduced 

so that by the end of that period the area of oper&tions was reduced to areas in 

which commercially exnloitable fields had been discovered. The development 

.. activities and completion of e;;.ploration <~ere to be financed and controlled by 

S!~IP, ~UPPorted by the equal contributions of NIOC and Agip. The basic terms 

of the agreement are given in the annex table, 

. 235. ·In June 1958 NIOC concluded an agreement with the Pan-American International 

OiJ. Company, a subsidiary of Standard Oil Company (Indiana) 1o1hich resulted in the 

establishment of the Iran Pan-American Oil Company (IPAC), a non-profit joint 

stock company with equity subscribed equally by IIIOC and the Pan-American 

International Oil Company. The areas of operations were to cover two separate 

areas of 1,000 and 15,000 sq.km. of the Iranian continental shelf located in the 

northern part of the Persian Gulf. According to this agreement, Pan-American 

was to make a minimum exploration expenditure of t82 million during the first 

twelve years. Upon discovery of a commercial field, the exploration 

expenditures were to be refunded to the Pan-American International Oil Company 

by IPAC from which 50 -per cent was to be received by NIOC. Pan-American 1o1as 

also to pay a cash bonus of .¢;25 million 1o1ithin thirty days of the effective date 

of the agreement. From the thirteenth year of the effective date of the 

·agreement, IPAC was to ray annual rental at the rate of $400 per sq,km, for the 

first five years, $480 for 'the second five yea.rs and $600 thereafter, The 

agreement \-ras to be valid for twenty-five years from the date of commencement of 

commercial production and is renewable for five years on the same terms at the 

request of Pan-American. Two further five-year extensions may be granted at 

the request of Pan-American, on such terms more favourable to Iran as might have 

been included in current contracts between l\TICC and other foreign oil companies. 

Development activities and the completion of exploitation were to be financed 

and controlled by IPAC. The petroleum produced was to be owned jointly by NJOC 

and Pan-American, and the Iran tax liability of NIOC and Pan-A~erican was not to 
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exceed 50 per cent of their net profit for each year. The Iranian Government 

and NIOC were to receive 75 per cent of the profit. The basic terms of the 

agreement are set out in the attached table. 

236. In 1966 an agreement was concluded between NIOC and the Entreprise de 

recherches et d'activites petrolieres (ERAP), a French Government oil company 

which, as contractor, was to carry out exploration and production activities in 

two separate on-shore and off-shore areas. At the end of the first year from 

the effective date of the agreement, the off-shore area is to be reduced to 

approximately 10,000 sq.km., and the on-shore area to 20,000 sq.km. and more 

reductions will take place in following years. The costs of exploration, 

appraisal and development activities are to be paid by the contractor. The 

exploration expenditures are to be refunded upon discovery of a commercial deposit. 

The costs of appraisal and development activities, with the relevant interest, are 

to be reimbursed to the contractor by NIOC in equal instalments. The contractor 

may buy crude oil produced from the agreement area in an amount equal to the 

above-mentioned costs. As soon as a commercial deposit is discovered, 50 per 

cent of it is to be set aside as a national reserve. 

agreement are given in the annex table. 

The basic terms of this 

237. Two other contracting agreements were concluded in 1969 between NIOC and 

AREPI-§/ (a group of European Oil Companies) and Continental Oil Company 

respectively. Tnese agreements cover parts of the areas relinquished by the 

Consortium in 1967. 

in the annex table. 

The principle terms of these tvo agreements are also given 

§/ Entreprise de recherches et d'activites petrolieres (State-ovned), 
32 per cent; Italy's ENI (State-mmed), 28 per cent; Spain's Hispanoil 
(State-mmed), 20 per cent; Belgium Petrofina (State-ovned), 15 per cent; 
and Austria's Oe. M.V. (State-ovned), 5 per cent. 

I ... 
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~y TABL.E OF OIL AGREEMENTS IN IRAN 

_,n_ 
exploration 

Name of company Parent companies' Eo~' Rental expenditure 
and type of 

-~' 
late of Du:rntion Am (millions of ($US per year (millions of 

agreement (percentage) agreement (years) (Joi') Relinquishment US dollars) per kirl?) US dollars) 'Iaxation 

l. Consortium B.P. 40 29/10/1954 25 Origina.l: 6!. ,900 sq.Jcrn,! 50 per cent 
concession Shell 14 Elo:tensions: 254,112 baeeil on 

Esso 7 } X 5 P:resent: poet~/ 
Gulf 7 189,2J2 price a-
sta=al 7 
Mobil 1 -00 1 

i!icon!:/ 
6 
5 

2. SIRIP NIOC d/ 50 27/8/1957 Elcplorn.tion: original: By e!J,d of: 1st it years: 50 per cent 
joint ventw:e AGIP, S.p.A.- 50 12 22,900 5th year: 25 per cent 6 based on 

Elrploitation: 9th year: 25 per cent '!he other realized 
25 fl"om of original area 8 years: prices !f!.f 
sale of l2th year: all areas 2(year 
20,000 tons except those where 

EXtensions: oil. has been found 
3 X 5 in commercial 

quantities 

3. IPAC NIOC 50 5/6/1958 Rxplore.t:ion: Original: By enil of: 25 400 during: lat 4 years: 50 per cent 
Joint venture Pan. Jun. 50 12 16,000 5th year: 25 per cent 1,-th-17th year 8.5/year be.sed on 

Elcp1oitation: In the next 5 years: 48o during: The other realized 
25 25 per cent of 18tb.-22nd year 8 years: prices !!f 

F.xtensions: original area 6oo during: 6jyear 

'X5 1\Y ecd of: 23rd year 
l2th year; all areas and later 

except those 'Where 
oil has been found 
in c0111111ercial 
quaiJ.ti ties 

4. IAPCO ~~re!/ 50 13/2/1965 Elcploration: Original: By ecd of: In:ltial: 25 After commencement 1st 4 years: 50 per cent 
joint venture 50 12 B,ooo 5th year: 2~ per cent When production of commercial 3/year be.sed on 

Eqlloitation: In the next 5 years: from block ?.l production: f!if '!he other reaJ.hed 
25 from 25 per cent of' averages for During: 8 years: prices !!/ ,1.f 
time origl ne.l area ~ consecutive lst 5 years: 400 0.375/year 
1001 000 m3 By end of days: 2Ild 5 years; 48o ... 12th year: all areas 100 TB/d: 1 3rd 5 years: 6oo 
exported except those where 200 TB/d: 2 4th 5 years: 78o 

Extensions: oil has been :found 400 TB/d: 3 5th 5 years: 1 1050 
3 X 5 in commercial 

quanti. ties 

5. DOPCO NIOC 50 13/2/1965 Eql1orat1on: Original; Dy eod of: Initial: 59 After crnnrnencement 1st 4 years: 50 per cent 
joint venture ehell 50 12 6,036 5th year: 25 per cent When production o:f coomercial 2.5CX25/yee.r based on 

Eqlloitation: In the next 5 yee.rs : averages production: r./ 'Ihe other realized 
25 f'rom 25 per cent of 100 TB/d for D..tri:ng: 8 years: P;ices !d,1f 
,_ 

origina.l aree. 30 consecutive lst 5 years: 400 1.001/year 
1ob,ooo m3 By eild of: days: 200 5 years: 48o 

""" 12th year: all areas from: 3rd 5 years: 600 
exported except those where block l: 16.8 4th 5 years: ·reo 

Elctensions: oil has been found block 2: 11.2 5th 5 years: 1 1050 
3 X 5 in crnnrnercial 

quantities 

6. FPC ~~~IRAwl/ 50 13/'2/1965 Elcploration: Original: By eild of: Initial: 27 After comnencement let 4 yenrs: 50 per cent 
Joint venture 50 12 5,759 5th year: '25 per cent Upon commercie.l of CO.l!lllercial 2/year baaed on 

Elcploitation: In the next 5 years: discovery in the production: s/ 'lhe other realized 

""""' 25 per cent of area designated During: 8 years: prices !!/ ,J) 
time original area AllCD: 2 1st 5 years 400 1.8/yee.r 
loo,ooo m3 By end of: 2nd 5 years 48o 
ore 12th -yt<:._r : all areas 3rd 5 years 6oo 
exported except those where 4th 5 years 78o ln Elctei!BiDIIS: oil. has been found 5th 5 years 1,050 
3x 5 in commercial 

quantities ~~~ 
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~~ 
"""""" 

'&~ 
exploration 

!eme of compan;y Parent companies' "'~' Rontal expeOOiture 
and type of ""'re' Dnt.e of Duration Aroa (millions 00' ($us per year (milliona of 

agreement (percentage) 11greement (years) (>m') Relinquishment US dollars) per~) US dollare.) TaJtation 

7, IMINOCO :rth~r~/ 50 l,/2/1965 Exploration: original: By end of: Initial: _y.. After COIIIIIenCement 1st 4- YE!Sl"S: 50 per cent 
50 l2 7 ,96o 5th year: 25 per cent When pruduction of cO!IIIIlercial 6/yoar based on 

Eltploitation: In the next 5 years: "'rom block R production: 15./ '!be other r=J.ized 
25 from 25 per cent o"f averages: Duricg: 8 years: prices IV-.};/ 
time original area 200 TB/d for 1st 5 years: '""' }/year 
100,000 m; By end of: ~ consecutive 2nd 5 )'ears: 48o' 
are 12th year: all area e. d!l.ys: 10 }rd 5 years: 6oo 
exported except those where 4th 5 years: 78o 

Elctens~ons.: oil has been fOlUld 5th 5 years: 1 1050 
} X 5 in cQimlereia.l 

quantities 

8. IROPCO 
~;;;reY 50 l,/2/1965 Ellploration: original: Ily end of': Initial: 4-0 After' commencement 1st 4 years: 50 per cent 

jo~nt venture 50 12 2,251 5th year: 25 per cent o"f COIIIIIercial 2.5/yee.r based on 
Elcploi tat! on: In the oext 5 years : production: 15./ 'Dle other ,...,,,.. 

25 """ 25 per cent o"f During: 8 years: prieee. IV ,y 

""' originn.l area 1st 5 years: 400 0.75/..,esr 
100,000 n? By end o"f: 2nd 5 years: 48o 
~ 12th year: all arees 'rd 5 years: 6oo 
e:.c;porled except those -where 4th 5 years: 78o 

oil has been found 5th 5 years: 1 1 050 
in c011mercial 
quantities 

9· PEDUFCO NIOC , 50 15/7/1965 Ex:plore.tion: Or1s1.ml: By end o"f: Initial: 5 After cOl!lllencement 1st 4 years: 50 per cent 
joint verr!;ure vthere:!!l 50 12 5,150 5th ybr: 25 per cent When production o"f comneroial 2/year based on 

EXploitation r In the next 5 years : averages r production: E./ ibe other realized 
25 from 25 per cent o"f 200 TB/d for Dll"iDg: 8 years: prices 'fV,!/ 

'"" original area ~ consecutive 1st 5 years 400 0.25/yee.r' 
100,000 m' By end of: days: 5 2nd 5 years 48o 
ore l2th year:. all a :rea a ~ 5 years 6oo 
exported except those where 4th 5 years 78o 

EXtensions: oil has been "found 5th 5 years 1,050 
'X 5 in commercial 

quantiti~s 

10. EP,JJ..TE.f ,£1·-NIOC SOFIRAJ,1./ 1,/12/1966 EKploration: Original: (a) Of'fshore : ERAP w:l.ll put up all 
sen·ice contro.ct O"ffsho~: (a} Of"fshore: By end of: :f'wlds, repayable by 

1st phase: ' 20_.000 lst year: 50 per cent NIOC only upon 
2nd phase: ' (b) Onshore: ~ year: 1/' o"f commercial discove:ey,. 

Onshore: 254.,000 remaining area If work obllgation 
lat phase: 4. Another ; years : has been 1'ulfilled 1n 
2nd phase : 2 1/} of remaining the 1st phase: in the 

Extensions: ~· offshore area 1n the 
Offshore: (b) OnsbOl'e : 2nd ; yeai" period and 

1x} OriginaJ. area reduced if extended fUrther: 
Onshore: to: }/year; in the onshore 

1 X 2 20,000 m2 area. in the 2 year 
Exploitation: a:fter 1st year :Period and if extended 

25 f"rom 10,000 m2 further: 2/year 
timo af'ter 4th year 
loo,ooo m3 5,000 ~ 
are so1d. after 6th year 

u, AREPJ!!I•>I.moc AREPI~ }/>/>969 Expl.om.tion: Original: By end of: - AREPI will.r"!t-~ the 
service contra-ct a 27 ,26o 5th year: 45 :per cent :following funds, ~ble 

-"~sion:E.! (onshore and 8th year: 50 per cent by noc only upon 
2 offshore) of l"eell9.ining area COIII!Iercial. discovery: 

EXploitation: 1"f exploration ruriDg_: 
25fi'Om period is extended 1st 5 years : 10 
date ·a: loth year : all area Next ' years : 
.-~1al out side discovered 2/year 
discovery c~rc1s.l fields I"f extended: 

next 2 years : 
2/year 

12, continental.!Y ,y Contihezrtal Oil 6/4/19<$ Elcplol'9-tion: 12,86o After: Initial: 1 1st 5 years: a 
-NIOC co. of USA 100 5 5 years: 50 pel' cent let 4 yes.ra: 1/year Next 2 yee.l'S : 2/year 

ltrl.ensions: 7 years : 50 pel' cent Upon commercial Next 2 years: 2/year 
2x2 of remaining area discovery: 1 

Exploitat.ion: When producrtion 
25 reaches: 

100 TB/d: 2 
150 TB/d: 2 

~ ........... M f"nnt:-""'t-"<> on t'ollrn.rin<z na.:re 
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Relinquished in March 1967 in accordance with a decision taken during the Annual 
Board Meeting of 1966. 
Costs cover production costs and royalty (12.5 per cent) expended in accordance 
>~i th OPEC formula. 
Iranian Atlantic 4/12, American Independent 2/12, Signal Oil and Gas 2/12, 
Getty l/12, San Jacinto l/12 (bought by Continental Oil Co. in 1966), Sohio 
Trading l/12 ,and Tidewater l/12 (merged with Getty Oil Co. on 'J0/9/lS67). 
A subsidiary of ENI (ENI is State -mmed). 
SIRIP shall publish posted prices, and any discounts offered shall be determined 
by a committee formed of two repreeentatives, one from NICC and one from AGIP. 
Atlantic Explo ation Co. 12.5 per cent, Murphy Middle East Oil 12.5 per cent, 
Iranian Sun Oil 12.5 per cent and Union Oil of Iran 12.5 per cent. 
In case commercial production commences prior to the end of the 12-year 
exploration period, the rental shall be reduced by an amount in respect of 
each year as follo>rs: on the lst and 2nd anniversary of effective date, rental 
shall be $52.S/year/km2; on the 3rd and 4th: $l05/year/km2; on the 5th and 
6th: ~\157 .s/year/km2; on the 7th and 8th: $2lO/year/km2; on the 9th and 
lOth: $262.5/year/km2; and on the llth and 12th: $3l5/year/km2. 
Rates of income tax vlill not exceed those applicable to other companies engaged 
in similar operations in Iran 1-rhich tog,..,the:c p:coduce or cause to be produced 
more than 50 per cent of Iranian c::ude oil. 
First and second party, each 1-rill publish posted prices in the 11mounts determined 
and approved by the Board of Dicectors. Crude oil produced shall be sold at such 
posted prices minus any disc"unt approved by first party (NIOC). 
Entreprise de recbercLeB et d 1 Rctivi t€s petrolii::ree (State ··ov1ned) 80 per cent 
and Societe nationale des petroles d 'Aquitaine (EFAP · 52.78 per cent, 
private - le7 .22 per cent) 20 per cent. 
AGIP 16 2/3 per cent, Phillips l6 2/3 per cent and Hydrocarbon 16 2/3 per cent. 
Cities Service Co. Inc., Kerr-McGee Corp., Atlantic Richfield Co., Skelly Co., 
Sunray DX Oil, Superior Oil Co., Tide1·mter Oil Cn. 
vlintershall AG 10 per cent, Gelsenkirchener Bergwerlcs-AG 10 per cent, Deutsche 
Erdoel·AG 10 per cent, Scholven Chemie AG 6 per cent, Preussag AG 6 per cent, 
Gev.Jerl\:.schaft El'~Jeratb 5 per cent, Tiefbohr-Ges. m.b .H. 3 per cent. 
It acts as a contractor for NIOC, and ~~Jill carry out oil exploration and 
development on behalf of NIOC. Fifty per cent of oil reserves discovered belong 
to NIOC and are set aside as 11national reserves 11

• 

ERAP L• entitled to purchase from NICC 35 to l•5 pe~ cent of crude oil produced 
over tr·:enty-five yeaTs, at production cost plus 2 per cent (of cost) plus tax 
(50 ·ppr cent of cealized price minus cost) based on realized price. ERAP "ill 
r.Jarket 3,000,000 tons per year of NIOC 1s share of crude during the fi.rst five 
years and 4, OCO)OOO tons per year for the second five years, and pay NIOC 's 
reali.zeG ~Y::'tc,2 :nir:us 2 per cent (of realized price) eales commj_ssion. 
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Source and Foot-Notes to Annex (continued) 

If production is less than 275 TB/d, AREPI is entitled to buy !15 per cent of 
production; for production over and above 275 TB/d this entitlement is reduced 
to 30 per cent. The price to be paid by AF.EPI shall be production coEt plus 
2 per cent ( oi cost) plus tax (50 per cent based on realized price). Upon 
request, AREPI shall market 2,000,000 tons per year of NICC 's crude "hen 
production is 5,000,000 tons per year or under, at realized price minus 0.5¢'/bbl 
commission, and will market 3,COO,OCO tons per year when production is 
bet'deen 5,000,000 and 10,000,000 tons per year, and 4,000,000 tons per year 
when production is above 10,000,000 tons per year, at realized price minus 
1.5¢'/bbl. 
France's ERAP (State -mmed) 32 per cent, Italy's Ellli (State -o-;med) 28 per cent, 
Spain's Hispanoil (State -owned) 20 per cent, Belgium's Petrofina (State ··o-;med) 
15 per cent and Austria's Oe. M.V. (State-owned) 5 per cent. 
Extension granted only if minimum exploration expenditure during first eight 
years has been exceeded by 50 per cent. 
If production is less than 275 TB/d, Continental is entitled to purchase 
45 per cent. This percentage is reduced to 30 per cent for any amounts of 
production over 275 TB/d. The price to be paid by Continental shall be 
production cost plus 2 per cent plus a tax of 50 per cent based on realized 
prices. 
When production is less than 275 TB/d, Continental is entitled to purchase 
45 per cent, and for any amount over 275 TB/d, 3l per cent. The price per 
barrel shall be unit cost of production plus 2 per cent and a 50 per cent 
tax based on realized price. Upon request, Continental shall market the 
following quantities of NIOC r s crude at realized price minus commission: 
up to 60 TB/d for the first five years of production and 80 TB/d thereafter. 
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238. Iraq's economy is based mainly on a single resource, namely oil, and oil 

revenues account directly for abm_,t 20.9 per cent of the country's gross national 

product and 42.7 per cent of Government revenues. 

239. In the period between the two world wars, petroleum concessions were granted 

to three companies: 

(a) The Iraq Petroleum Company (IPC) (originally the Turkish Petroleum 

Company, Ltd.) was first granted a concession covering 192 square miles under 

agreement of 14 March 1925. The terms of this agreement were revised in an 

agreement of 24 March 1931 under which the area covered by the concession was 

enlarged to 35,126 square miles in the districts of Baghdad and Mosul east of 

the Tigris. The agreement was to be valid for seventy-five years. The 

Government was to grant IPC complete fiscal exemption and was to receive the 

following payments: 

(i) A royalty of 4 shillings (gold) per ton for twenty years after 

construction of a pipeline to a port; 

an 

(ii) During each period of ten years after the above-mentioned twenty years, 

the 4-shilling royalty was to augment or diminish by the percentage by 

which the company's profits in the preceding five-year period exceeded 

or fell below the profits earned in the first fifteen years of the 

twenty-year period, on the condition that the maximum royalty would be 

6 shillings (gold) and the minimum royalty 2 shillings (gold) per ton. 

In both the initial period and subsequent periods the minimum annual 

royalty was to be £400,000 (gold); 

(iii) Tax coronutation of £9,000 (gold) per year before regular exports began: 

£60,000 (gold) for the first 4 million tons and £20,000 (gold) for 

every subsequent million tons; 

(iv) 'l\ropence for each 1,000 cubic feet of natural gas sold; 

(v) £1,400 per year for Government inspection expenses; 

(vi) Rent of 2 annas per hectare for non-cultivable land leased from the 

Government, and a fair rent for cultivable land. 
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(b) The British Oil Development Syndicate (BOD) was granted a seventy-five 

year concession, on 20 April 1932, covering 41,302 square miles west of the 

Tigris and east of the 33rd parallel. In 1937, BOD's concession was taken over 

by !PC, <~hich in 1941 established a wholly-owned affiliate, the Mosul Petroleum 

Company, to exploit the concession. 

agreement were the following: 

The financial terms of the BOD concession 

(i) Royalties as in the !PC agreement, except that the minimum annual 

royalty was to be £200,000 (gold); 

(ii) Payment of t<~opence per 1,000 cubic feet of natural gas sold; 

(iii) Tax commutation of £1,000 (gold) a year until commercial production 

began, then same payments as !PC; 

(iv) Annual uayments for exploitation rights ("dead rent") of £100,000 (gold) 

a year from 1933, with yearly increases of £25,000 (gold) until 

commercial production began, up to an annual total of £200,000 (gold); 

(v) ~fenty per cent of oil production to be transferred lree of charge to 

the Government. 

(c) The Basrah Petroleum Company, Ltd. (BPC), an affiliate of !PC, was 

granted a seventy-five-year concession, on 29 July 1938, covering 87,236 square 

miles west of the Tigris and to the south, near Kuwait. The financial terms of 

the concession were the same as those of the BOD concession agreement, except 

that BPC was to pay a "dead rent" of £200,000 (gold) until commercial exports 

began, and '•as to make minimum annual royalty payments of £200,000 (gold), which 

was to be increased to a minimum of £400,000 (gold) in the case of the discovery 

of important oil reserves. 

240. Thus, by 1938 IPC and its affiliates held concessions covering almost the 

whole of Iraq, except for a small area near the Iranian frontier.II During and 

II 
The IPC shareholders <~ere the follmiing: 
British Petroleum (formerly Anglo-Persian Oil Co.) 
Shell 
Compagnie fran~aise des petroles 
Standard Oil of New Jersey 
Socony .. 
Gulbenkian . 

Percentage 

23.75 
23.75 
23.75 
ll. 875 
11.875 

5.0 
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after the Second 1{orld 1lar the Government of Iraq asked the IPC group to pay it a 

larger share of the petroleum profits. In August 1950, after lengthy negotiations, 

the Government of Iraq and the IPC group signed agreements under >~hich the royalty 

>~as to be increased from 4 to 6 shillings (gold) a ton, On 30 December of the 

same year, under an agreement retroactive to 1 January 1950, the Arabian-American 

Oil Company .(Aramco) agreed to pay Saudi Arabia 50 per cent of its net operating 

revenue in the form of taxes, royalties and other payments, which meant that the 

Government of Saudi Arabia >~as receiving a payment of 30 shillings per ton of 

crude oil. The Government of Iraq, 11hose royalties under the 1950 agreement were 

fixed at 6 shillings (gold) a ton, that is, 18 shillings less than the payments 

received by Saudi Arabia, requested the IPC group to grant it payments of 

30 shillings a ton. 

241. Accordingly, on 3 February 1952, the Government of Iraq and.the IPC group 

signed an agreement, retroactive to 1 January 1951, amending the original 

agreements so that the Government >~ould receive 50 per cent of the profits 

resulting from the companies' operations in Iraq. Under the agreement, the 

Government >Jas to receive each year a tax commutation payment of .£20,000 from each 

of the companies, as >~ell as the greater of the following sums: an amount equal 

to 50 per cent of the profit resulting from the operations of the companies in 

Iraq or an amount equal to the value at "posted prices" of 25 per cent of the 

net exportable production of IPC and MPC respectively in that year and of 33 and 

1/3 per cent of the net exportable production of BPC, or an annual minimum of 

£20 million in 1953 and 1954 and of £25 million thereafter. As a result of the 

agreement, the Government's revenue rose to the equivalent of about 40 shillings 

a ton. The agreement also provided for the revision of the financial 

arrangements should other Middle Eastern countries receive more advantageous 

terms ("most-favoured-nation" clause). The ae;reement >~as to have a e;reater 

financial imuact on the British co-owners than on the United States co-mmers, 

since the Government of the United Kingdom did not then permit foreign taxes to 

be deducted from the companies' British income-tax liabilities. 

242. In subsequent years, differences of opinion arose between the Government 

and the IPC group concerning the costs and nrices on the basis of •.Jhich the 

urofits were to be calculated. On several occasions the Government contested 
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the level of the costs submitted by the IPC group. In particular, it 

questione~ th~ inclusion of such costs as exploration expenses, certain expenses 

of IPC's London office, expenditure on public relations and advertising and grants 

made by the IPC group. Disagreement also arose concerning the discount of posted 

prices and the relinquishment by the IPC group of some of the areas covered by 

its concessions. 

243. In 1957, Saudi Arabia and Kmrait signed agreements vTith the Japanese-owned 

Arabian Oil Company under "hich they received 57 per cent of the profits and 

were entitled to acquire 10 per cent of the equity. In 1958, the Government of 

Iran and the Ente Nazionale Idrocarburi of Italy signed an agreement under which 

the Government >Tas to receive 50 per cent of the profits and acquire 50 per cent 

of the equity of the producing company. In the autumn of the same year, after 

the Revolution of l~ July 1958, Iraq, determined to rectify the situation, 

requested the IPC group to open negotiations with a view to settling the 

following questions: 

(a) Calculation of the cost of oil production and of the component elements 

thereof: 

(b) Method of fixing prices on the basis of which Iraq's oil revenues were 

calculated: 

(c) Cancellation of the discount received by the companies; 

(d) Appointment of Iraqi Directors and their participation in the Board 

of Directors of the companies in London, and supervision by the Government of 

Iraq of the companies' expenditures in a way ensuring the interest of Iraq; 

(e) Gradual "Iraqization" of the companies' staff; 

(f) Relinquishment by the companies of unexploited areas; 

(g) Surrender by the companies of the natural gas surplus to their 

operating requirements and cessation of the practice whereby the companies 

burned off the gas at random, despite their knowledge that the wealth of Iraq 

was thereby wasted; 

(h) The right of Iraq to acquire at least 20 per cent of the IPC group 

capital; 

(i) Need to increase Iraq's share of the oil revenues; 

(j) Payment of revenues in a convertible currency. 
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244. The negotiations 

mid-October 1961 they 

lasted over three years, with interruptions. In 

were broken off and in December of the same year, the 

Government of Iraq enacted Law No. 80, providing for the relinquishment of about 

99 per cent of the concessions awarded to the !PC group. 

245. In 1964 another round of negotiations began, which lasted until 1965, but 

ended in failure. 

246. In Aug11't 1967, the Government adopted Law No. 97, assigning to the 

Government-o;med Iraq National Oil Company (INOC), which had been established 

in 1964, exclusive rights to ex-:olore for and exploit oil and hydrocarbons in 

all the areas of Iraq outside the limits of the !PC concession area (including 

the territorial waters ~nd the continental shelf and the Iraqi interests in the 

Neutral Zone), and authorizing INOC to enter into partnerships with others, 

should it deem that n~cessary to achieve better its objectives. 

the contract >~as to be ratified by law. 

In such casest 

247. On 3 February 1968, INOC concluded an agreement with the French Government-

owned group, the Entreprise de recherches et d 1activites petrolieres (ERAP). 

The agreement provided that 50 per cent of the concession area >~ould be returned 

after three years and a further 25 per "ent after five years. At the end of 

six years, all areas excent the producing areas were to be relinquished. Fifty 

per cent of discovered recoverable reserves were to be set aside as national 

reserves. The agreement also provided that ER~P would render, either directly 

or through its fully-owned affiliates, technical, financial and commercial 

services in connexion with the exploration and exploitation of areas other than 

those set aside as national reserves, and would be remunerated through the 

guaranteed sale at an agreed price of 30 per cent of the quantities of oil 

discovered and produced and not set aside as national reserves. Funds used to 

finance exploration operations were to constituTe loans without interest from 

ERAP to INOC, -t.l-Je repayment of ;rhich ;ras to be contingent upon the discovery 

of oil in commercial quantities. Funds advanced by ERAP to finance appraisal 

and development expenditures were to constitute interest-bearing loans to INOC, 

the interest rate being the commercial rate of the Banque de France plus 

2 per cent, or 6 per cent, whichever ;ras the smaller. 

contract >~as to be computed as follows: 

The duration of the 
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(a) Six years from the effective date of the contract for exploration; 

(b) '.i'llenty years as from the date of commercial production. 

The INOC was to be the sole owner at wellhead of the petroleum produced and the 

sole owner of any land and fixed assets purchased or acquired during the contract. 

248. The assistance given by ERAP with regard to marketing was to take the form 

either of sales by INOC to third parties through the channel of ERAP or of 

sales from U!OC to ERAP. The ERAP vas to be entitled to compensation for its 

expenses in connexion with the marketing operations, the compensation being fixed 

by common agreement at a flat rate per barrel of 0.5 cents for the first 100,000 

barrels per day and 1.5 cents for the additional 100,000 barrels per day. 

249. On 21 June 1969, INOC concluded a loan investment agreement with the USSR 

forei['"n trade organization, Machinoexport, involving the sum of $72 million, to be 

repaid in cash over five years at an interest rate of 3 per cent. On 4 July 1969, 

INOC signed another loan investment agreement with the USSR for an amount of 

:i70 million, to be repaid in crude oil. 

250. Hith regard to the mining sector, the Government of Iraq, in December 1968, 

established the National Iraqi Minerals Company (NIMC) to carry out all operations 

connected with exploration for and exploitation and marketing of minerals, both 

in Iraq and elsewhere. The company is capitalized at -$14 million, which may 

be increased to .<1>25 million as required. On 31 May 1969 an agreement was signed 

beh1een NIMC and Poland for the exploitation of natural sulphur deposits at 

Mishraq in north--central Iraq, Under the agreement a Polish enterprise, 

Centrozan, vill act as contractor for NIMC in developing the Mishraq field and 

vill nrovide operating and marketing assistance, Iraq will pay Centrozap 

.$). 5 million as a :,1atent fee for use of the Polish process for sulphur extraction. 
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251. In March 1960, the Compagnie de Mokta, a French enterprise, began extracting 

manganese from the deposits at Grand-Lahou, 180 br. from Abidjan. The company has 

built infrastrvcture works for the exploitation of the deposits, port facilities 

for the exportation of the ore and housing and other social facilities for its 

eT.!ployees. 

252. A major mineral project in the Ivory Coast relates to the iron deposits at 

Bangolo, which are estimated to contain approximately 1,000 million metric tons of 

ore. On 20 December 1968, the Government of the Ivory Coast concluded an . 
establishment convention with Pickands Mather and Co. International, a United 

States finn, granting the latter exclusive prospecting rights over an area of 

10, 530 sq. !ill!. for a period of four years. If it is decided to exploit the 

deposits, the Government and Pickands Mather will be bound by the convention for a 

further thirty-seven years. The Government will receive a tax equivalent to 

50 per cent of the profits from the sale of non-pelletized ore, and a special 

tax on the net profits from the sale of pelletized ore. Total fiscal benefii;s 

received by the Government are expected to amount to $2.3 million annually. Total 

projected investment by the company amounts to $165 million. 

J!WJAICA§_/ 

253. According to the Governme~t of Jamaica, "there have been no flagrant 

violations of contracts" with natural resources enterprises fully or partly owneci 

by foreign investors, but "due to the bauxite industry 1 s control over inforll!ation, 

the terws of the contracts agreed upon in several instances proved later to be 

unfavourable to_ the Government, causing substantial loss of revenue 11
• 

254. The Government states that: 

" ..• agreements with the bauxite and alumina companies were 
renegotiated in 1957 and again in 1962/63 when it was apparent that the 
older valuations placed upon the mineral were inadequate. In every 
instance the effects of renegotiation. were unequivocally favovrable. 
Neither reinvestwent nor capital inflow declined, but in fact has 
continued to increase apacen. 

§_/ Information provided by the Govermaent of Jamaica in its reply to the 
Secretary-General's questionnaire. 
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The Government also states that: 

"Foreign investors pay mineral royalties and income tax on profits 
earned in the island. In respect of gypsum and alumina the normal income 
tax schedule is applicable. In the case of bauxite the operative basis of 
assessment is on notional profits which are negotiated between the companies 
involved and the Government. 

"It is important to point out that the price at which alumina is 
transferred in an arms~length transaction is a negotiated price. Hence, the 
relationship between reported profits of the alumina companies and actual 
profits will be dependent upon the relationship between the negotiated 
transfer price marginal valuation of Jamaican resources to the company. 
Furthermore, a 12 per cent (reducible to 10 per cent where customs duties 
concessions are received) depletion allowance is extended to the companies." 

255· The Government points out that training facilities operated by the mining 

companies account for approximately 10 per cent of total trainees in Jamaica, 

i.e., 485 trainees, most of whom are trained for such occupations as general 

r:1iner; machine tool operator, mechanic repairman) general electrician and 

prodc:.ction operator. Amenities provided by natural resources enterprises include 

medical insurance, pension schemes and housing for certain personnel. 

KUHAIT 

256. Kuwait's economy is based essentially on one resource: oil. Petroleum 

revenu.es account directly for about 45 per cent of the country's gross national 

product and over 90 per cent of Government revenues. 

257. The Kuwait Oil Co>:1pany (KOC), owned jointly on a fifty-fifty basis by Gulf 

Oil (United States) and Bri. tish Petroleum (United Kingdom), accounts for over 

90 per cent of Kuwait 1 s total crude production. The concession for Kuwait 1 s 

on-shore area of the Saudi-Arabian-Kuwait Neutr&l Zone has been granted to the 

American Independent Oil Company (AMINOIL), o>med by a group of eleven non-major 

United States oil companies (the concession for the 3audi Arabian half of the 

off-shore Neutral Zone is held by Getty Oil Co., formerl;,- Pacific Hestern Oil). 

A Japanese-owned company, the Arabian Oil Company (AOC) ;wlds the off-shore 

concession in the Neutral Zone and hJS entered into agreements with both Kuwait 

and 3audi Arabia. The Kuwait National Petroleum Company, owned by the Government 

( 60 per cent) and Kuwaiti private investors (40 per cent), was formed in 196o to 

engage in prcduction, refining and distribution of petroleum products. 
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25G. Through voluntary renegotiation, substantial changes have already been made 

in the original petroleum concession agreement concluded on 23 December 193lf 
between the Government of Kuwait and KOC. '!:'he original concession, which was 

valid for seventy-five years, covered the State of Kuwait and its islands (except 

Kubbar) and territorial waters, that is, an area of 6,000 square miles. The Kmrait 

Oil Company was to make the following payments to the Government: 

(a) A royalty of 3 Indian Gulf rupees (equivalent to 4 shillings and 

6 pence) per ton, the minimum annual royalty being 250,000 rupees; 

(b) Tax commutation of 0. 25 rupees (4. 5 pence) per ton; 

(c) A rental of 95,000 rupees (£7,125) a year; 

(d) A bonus of 475,000 rupees (£35,625). 
259· l'ihfen the Arabian-American Oil Company's payments to the Government of Saudi 

Arabia increased in 1950, Kuwait renegotiated its concession agreement and on 

31 December 1951 a new agreement was signed, retroactive to l January 1951, under 

which the old agreement was extended by seventeen years and amended so as to yield 

to the Government at least 50 per cent of KOC 1 s profits. On 1 January 1962, the 

marketing allowance of 1 per cent was replaced by a selling expense of 0.5 per cent 

per barrel. Also in 1962, KOC agreed, at the Government's request, to release 

gradually some 55 per cent of the areas covered by the concession. In May 1967, 
KOC relinquished a further 1,012 sq. l<m. off Kuwait Bay. At the same time, it was 

agreed that retroactive~' to 1 January 1964 the royalty of 12.5 per cent should 

gradually come to be treated as an expense instead of being credi teo. against 

income tax. Four per cent of the royalty was to be treated as an expense in 

196lf; that figure was to increase to 10.5 per cent in 1972 and 12.5 per cer.t in 

1975-
260. The on-shore concession for the Neutral Zone, which was granted to AHINOIL 

for sixty years on 28 June 1948, covered an area of 2,600 square miles. The 

ten'ls of the agreement were the following: 

(a) Payment of a $2.50 royalty per long ton of oil extracted; 

(b) Payment of a $7.25 million bonus, to be paid within thirty days 

following the signature of the contract; 

(c) A minimum annual payment of $625,000, beginning on the date of 

signature of the contract; 
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(d) One eigh~h of the gross revenue from sales of natural gas, minus costs 

for transportation to final buyer; 

(e) The Government was to have the right to acquire 15 per cent of the 

equity of an operating company which was to be established at a later date; 

(f) A payment of 7.5 cents per ton in place of existing and future taxes. 

261. The agreement relating to the off-shore concession of the Arabian Oil 

Company was concluded on 5 July 1958. Valid for forty-four and a half years, it 

provided that the Government would receive 57 per cent of the company's net income. 

Provision was made for a review of the situation, should future Middle Eastern 

oil agreements reserve the Governments a higher proportion of the profits of 

development, production and marketing than those agreed to in July 1958. The 

Government of Kuwait was also guaranteed the right to take up 10 per cent of the 

company's capital at par value. The agreement further provided for the 

relinquishment of part of the concession area. 

262. A generally similar agreement was concluded on 15 January 1961 between Kuwait 

and Shell Petroleum Development Ltd. in respect of an off-shore area. The 

agreement gave the Government the right to acquire 20 per cent of the company's 

capital on payment of a sum equal to 20 per cent of the expenses incurred by the 

company up to the date of the discovery of oil. 

263. In 1968, the K11wait National Petroleum Company (KNPC) concluded an agreement 

with Hispanoil, a group of Spanish interests, for the exploration and exploitation 

of concession areas relinquished in 1963 by KOC. A key innovation in this 

agreement is a provision guaranteeing that 25 per cent of the crude oil imported 

into Spain will be produced under this concession. The guarantee is valid for 

fifteen years from the date when oil was discovered in commercial quantities. The 

Hispanoil agreement was ratified by the Kuwait National Assembly in May 1968 and 

exploration began shortly thereafter; KNPC will spud its first well in the 

autumn of 1970. 
264. Some of the oil companies operating in Kuwait - for example, KOC, KNPC and 

AMINOIL - have established training centres where Kuwaiti nationals are trained in 

various aspects of the oil industry. The companies also grant scholarships to 

qualified staff for further academic specialization in institutes of higher 

education. In accordance with its concession agreement, AOC establishec the 

Kuwait Institute for Scientific Research in February 1967. 
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265. Iron and rubber are the two main sources of Liberia 1 s revenues. Hoe~ever, 

the former is by far the most important, accounting for about 70 per cent of the 

country 1 s aggregate exports. The iron deposits are worLed mainly by four 

companies: 

(a) The Liberian-American-Swedish Minerals Co. (LA!V!CO), which e~orl:s the 

Nimba Mountains deposits. The Nimba concession is held by Bethlehem Steel 

(25 per cent) and LAMCO (75 per cent). LP~CO is owned equally by the Government 

of Liberia (50 per cent) and Liberian Iron Ore Ltd. (LIO) (50 per cent). The 

latter is a Canadian holding company controlled by a Swedish syndicate. Under a 

special agreement, the LAMCO Joint Venture Operating Company, which actually 

exploits the deposits, is managed by the Grangesburg Company of Stockholm; 

(b) The Bong Mining Company, which worlcs the :J.eposi ts in the Bong range for 

the German-Liberian Mining Corporation. T·he latter is owned equally by the 

Government of Liberia (50 per cent) ancl Gewerlcschaft Exploration (50 per cent), 

largely controlled by the Thyssen interests; 

(c) The Liberia Hining Co. Ltd. (LMC), which vorlcs the deposits in the Eomi 

Hills, is controlled by Republic Steel Corporation; 

(c) The National Iron Co. Ltd., which vorks the lvlano River deposits, is 

ovned 50 per cent by the Government of Lioeria, 35 per cent by Liberian citizens 

and 15 per cent by JJ;iC. 

266. Profits of the companies are shared 1eith the Government of Liberia, either 

Oy direct share arrangements or by payrr.ent of 50 per cent of net profit as ta~:. 

Direct and indirect taxes collected f'ro1:1 the mining com_panies a·rnount to over 

~);20 million a year. The ruining companies emplcy about 9)0CO Liberian vrorkers 2 

and some 1,000 more Liberians are employed in relatecl activities, such as 

transport, services and maintenance. 

LIBYA 

267. In April 1968 an agreement was concluded bet1creen the ne1<ly createu_ 

Governrnent-o1ened Libyan General Petl'olcurc, Corporation (LIPETCO) ancl hro French 

firms, Ag_ui taine and. Auxiyap, respectively representing the Societe nati.onale des 

petroles d 1Aquitaine (:.3NPA), a semi-0tate concern and the Enterprise de recherches 

et d'activit8s pCtrolieres (ERAP)) a State a13encyJ which established a joint 

venture ami provided that Aquitaine 1muld be the operating cor-,pany. '!:'he period 
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of exploration is set at ten years (Irhich can be extended to twelve) and consists 

of three stages of five, three and two years, 1fith 25 per cent of the area to be 

relinquished at the end of each stage. 

268. If oil is not found in commercial quantities during this period, the 

Government raay cancel the agreement and the French companies will pay all the 

financial obligations, which total $22.5 million ($14 ~illion in the first stage, 

<i;6 million in the second and $2.5 willian in the thirc1), providerl_ for in the 

agreement. The French firms have also undertaken to pay a cash bonus of 

$13 million, of which $1 million is to be paid upon the sanction of the 

agreement, $3 million upon the discovery of oil in commercial quantities and the 

balance when the level of production reaches 15 million tons a year. The 

agreement provides for the training of Libyans in French institutions, so that 

they may gradually replace French experts wherever possible. 

269. The French firms also agreed to participate financially and technically in 

the establishment of a petroleum institute and_ a petrochemicals industry in 

Libya, to supply the Government with e:A'Perts needed for these projects, and to 

provide a complete petroleum laboratory with an expert to supervise it. Libya's 

share of the profits is to total 25 per cent until production reaches 10 million 

tons a year, at which time it will increase gradually until it totals 50 per cent 

when average production has reached 27.5 million tons a year. The Government's 

profits are thus expected to total more than 80 per cent of total profits with 

regard to the crude oil exported frora the area covered by the agreement. It may 

be pointed out that: 

"This agreement represents a major departure from the old concession 
agreements in so far as it provides for such long-term advantages as the 
expected increase in the revenue of the Government, the ability to control 
and supervise the petroleum industry and safeguard the utilization of the 
petroleum reserves in the national interest, and the participation of the 
Government in all stases of the industry.., including the marketing field. One 
of its most important immed.iate advantages is that the period of investment 
is renewable to only twenty-five years, i.e., half the period provided for 
in the concession agreements. 11 2/ 

270. It may also be no+qd that in the mid-19GOs the Government of Libya had 

refrained from t~cing to impose unilateral runendments to the concession 

agreements existing at that time, preferring to enact legislation providing for 

2/ 3ee Bank of Libya, Economic Bulletin, vol. VII, No. G (November-December 1968), 
p. 136. ; ... 
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the grantin3 of special incentives to companies which a3reed to bring their 

agreements into line with the new terms sought by the Government. In mid-1965, 

1?hen bids were invited for new concession areas, the Government indicated that it 

would give preference to bidders who agreed "to base royalty and taxes on posted 

prices agreed with the Government, and comparable with Middle East prices 

ad.justed for freight; to keep old and nev concessions distinct for determining 

financial obligations; not to merge rent and royalty payments; to submit large 

contracts for Government approval; to accept detailed Government supervision of 

work and conservation programmes; to give the Government a share of profits 

higher than 50 per cent and to expense a high proporti.on of royalty; to accept that 

the Government r1ay take half its share of profits in ldnd; to have market outlets 

available for disposal of production; to construct refineries or petrochemicals 

plants; to provide other extra benefits."
10

/ 

lflJillAGA3 CAR 

27L On 16 February 1966 the Compagnie miniere d'Andriamena (COMINA) was 

established to exploit the chromite deposits in the Andriamena region. The 

Cm1INA has a share capital of 4;2 million, distribvted as follows: 

Percentage 

Govermnent of !~adages car .. · .. · .....•.. • •. • .. • . . . . . . . 20 

Ugine-Kuhlman)l .............. •.• •...••..•.•• '·'·'·' •.• . . • . 55 

Pechiney ....... D .............................. ~. 10 

Compagnie financiere pour 1 1 outre-mer.... . . . . . . . 10 

Compagnie de Holda. . . . . . • . • • . . • . • . • . . . . . . . . . . . . 5 

272. Total investment in the Andriamena project to date is estimated at about 

$lle million, about $7.8 million having been contributed by the Government of 

Hadagascar for a road and a railway and ~;6.2 million having been contributed by 

COMINA. The Government's contribution was financed partly by a subsidy of 

~;2 .2 million from the Government of France 1 s Fonds d 1 aide et de: cooperation (FAC) 

10/ Petroleum Press Service (London, July 1965), p. 267. 
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and a suppliers' credit obtained in France. The contribution of COMINA was 

financed by its share capital and loans from its shareholders, FAC, th" Banque 

nationale raalgache de developperaent and a consortium of Malagasy banl<:s. 

273. It is estimated that, from 1975 onwards, the Government of Madagascar will 

collect royalties on the project amounting to $240,000 a year, plus direct and 

indirect taxes and the dividends to which it is entitled as a COMINA shareholder. 

In addition, the State-owned railway will receive about $625,000 a year for 

transporting chromite from the mine to the port. The project has already created 

about 200 new jobs in the Andriarnena area and the demand for food for project 

workers is expected to stimulate agriculture and stocl<-breeding in the surrounding 

region. Furtheroore, the construction of the railway will make it possible to 

transport agricultural products from that region to the main markets. 

MAURITANIA 

27~-. In Mauritania, which is the ,pecond largest producer of iron in Africa, the 

iron deposits are exploited by the 3oci8te anonyme des mines de fer de Mauritanie 

(NIFERMA), which has a capital of ~~~8. 9 1::illion, distributed as follows: 

Percentage 

Government of Mauritania 5 
Bureau de recherches geologiaues et minieres (France) .. 23.89 

A United Kingo.om steel company (BISC) . . • . • • . . • . • . . . . . . • 19.00 

Various financial groups (COFIMER), Rothschild etc. • . . . 17.42 

An Italian steel company (Finsider) 

A group of French steel companies (Usinor, 
Denain-Anzin etc.) . . • . • . • . . • . . . . • . . . • . . . . . . . . . . . . . . . . 14.49 

A Hest German steel cGmpany (Thyssen) ...••............. 5.00 

275. By 1969, MIFERMA had investeci about $203 oillion in the mining project. At 

the end of 1968, the total taxes and duties paid to the Govermoent of Hauri tania 

by MIFERNA since the beginninc; of its operation in 1963 amounted to $29.3 million, 

including a loan of $13.4 million against future profits. In 1969, MIFERMA 

employed about l>,OOO persons, 3,300 of whom 'fere Mauritanian. The number of 

Mauritanian supervisory personnel has increased from forty-five in 1963 to over 

200 in 1969. 

/ ... 
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276. The 

Nauritanie 

copper deposits at Al<joujt are exploited by the Societe C..es mines de 

(30NINO), "hich has a capital of $7.3 million, distribnted as follo"s: 

Government of Jvlauri tania o a 0 o o 4 o o • o o o o o o o o o • o o • o o • o o • o • o • o o 

Charter Consolidated .••.•.....•.•......••..........••..... 

Penarroya (mining group of Paris) •.........•..•...•......• 

Bureau de recherches geologiques et minieres .............. . 

Bang_ue de Paris et des Pays Bas .............••.•.•........ 

Compagnie fran~aise pour l 1outre-mer 

Percentage 

25 

54 

7-5 

7 

4.3 

2.2 

277. The 3ociete des mines de Nanri tanie pays a 35 per cent profits tax and 

export duty amounting to l cent, 1.25 cents or 1.5 cents per pounu (0.453 kg.) 

of copper metal, according to whether the f.o.b. price of the latter is less than 

lfO cents, lf0-50 cents or over 50 cents. 

278. In December 1967, the Government and the French industrial complex 

Pechiney-3aint Gobain set up a joint venture, the Societe d'exploitation rainiere 

et de recherches de Mauritanie (30MIRD1A) whose capital of 50 million francs CFA 

is divided 80 and 20 per cent between Pechiney-3aint Gobain and 'the Government 

respectively. The purpose of the venture is to exploit rare earth deposits, which 

reportedly contain l to 3 per cent rare earth elements and yttrium. 

I ... 
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MEXICO 

279. In Ja~uary 1937, Mexico established the Administracion General del Petroleo 

Nacional, whose purpose was to explore for and expl•it petroleum deposits in the 

parts of the national reserve assigned to it. The Director of the Administracion 

was empowered, under the authority of the President, to enter into contracts for 

the exploitation of those reserves. Following a long and bitter labour dispute 

over wages, the Government of Mexico announced on 18 March 1938 tbe nationalization 

of the holdings of the foreign oil companies which had refused to comply ,,ith a 

decision of the Mexican Federal_ Board of Arbitration and Conciliation, which had 

been upheld by the Supreme Court of Mexico. On 23 March 1938, the President of 

Mexico announced that steps would be taken to pay compensation for the 

expropriated property; payment of the compensation (capital plus interest), which 

amounted to about $2CD million, was completed in August 1962. 

280. In June 1938, the President of Mexico issued two decrees, one establishing 

Petroleos Mexicanos (PEMEX), a government agency which became responsible for the 

administration of the expropriated property, and the other establishing the 

Distribuidora de Petroleos Mexicanos, an organization entrusted with the 

distribution and sale of petroleum and petroleum products. In August 1940, the 

Administracion General del Petroleo Nacional and the Distribuidora de Petroleos 

Mexicanos were abolished and their assets and functions transferred to PEMEX, 

which thus assumed sole responsibility for the national petroleum i:r.dustry. 

281. At the outset, PEbEX experienced considerable administrative and technical 

difficulties owing to the departure of foreign experts, but was still able to 

meet domestic demand because half of Mexico's production, which had previously 

been exported, found no foreign markets as a result of an embargo by the large 

international oil companies and thus became available for domestic use. Domestic 

use of Mexican oil was facilitated by the gradual reorganization of PEMEX 

logistics to meet the requirements of the domestic market. 

282. The Petroleum Laws of 1940 and 1941 permitted the exploration and 

exploitation of petroleum deposits through contracts with Mexican citizens or 

corporations formed exclusively by Mexicans. The only such exploitation contract 

actually ccncluded was entered into in 1946 and ~as in principle to be valid for 

thirty years, but in 1955 the first well had still not been completed and the 

/ ... 
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contract was rescinded by mutual agreement bet,;een the parties. From Januar:y 1947 

onwards, the Government of Mexico undertook studies to determine how exploitation 

and drilling contracts could be concluded with foreign interests within the 

framework of Mexico's existing petroleum policies and legislation. The basic 

contracts agreed on were drilling contracts and sales contracts. Under the 

former, the contracting company was to undertake exploration and drilling at its 

own expense. If it found no oil, PEMEX made no payments, but if oil was discovered 

in commercial quantities PE!~X reimbursed the company's exploration and drilling 

expenses and paid it cash compensation for the risLs it had assUKed, equivalent 

to between 15 and 18 per cent of the value of the oil produced. Under the sales 

contract, the company agreed, in accordance with predetermined terms and 

conditions, to sell all or part of the percentage of the production belonging 

to PEMEX. In Y~rch 1949, the first drilling contract was signed, being followed 

by a number of others in subsequent months. However, the last drilling contract 

was signed in 1950. 

283. In 1958 a new regulatory law was passed, making it clear that only the State 

could exploit oil resources, confirming that concessions did not constitute titles 

for the exploration and exploitation of oil, and establishing a procedure for 

indemnifying former concessionnaires. It abolished the exploitation contracts 

and mixed corporations operating under the system of private and public 

participation pr~vided for in the 1941 law. Lastly, the 1958 law prohibited 

PEMEX from concluding contracts under ·which payment would be based on product

percentages or participation in the petrc::Ceum rrcduced as a result of the 

exploitation work performed pursuant to the contract. 

284. On 20 January 1960, article 27, paragraph 6, of the Constitution was amended 

so as to incorporate in it the basic principles set out in the Regulatory Law. 

On 16 June 196'7, the three foreign-owned companies which in 1949 and 1950 had 

concluded with PEMEX contratos riesgo (risk contracts) and contratos de venta 

(sales contracts) valid for twenty-five years, were informed that an end was 

being put to the contracts. Thereafter, PE!~X ceased reimbursing the exploration 

and drilling expenses incurred by the companies, but ccntinues to pay the latter 

compensation at a rate of $260,000 a month for the oil actually produced. The 

companies had invested a total of $77 million and had received a total of 

$41.1 mi:Clion from PEMEX. 'I'he companies claimed compensation from PEMEX for the 

I ... 
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expenditures incurred. PEMSJ; refused to grant compensation, contending that the 

contracts were "risk contracts", and proposed that they should be terminated by 

common agreement. The risk contracts covered both off-shore and on-shore areas. 

The companies claimed $42.8 million for the former, >·>hile PEMEX offered 

$12.4 million for off-shore and on-shore areas and sales. The companies then 

reduced their claim to $32.9 million and PEMSX raised its offer to $18 million, 

a sum which was finally accepted by the companies. The companies were te be paid 

$12.5 million immediately, and the balance was to be paid ir, three years, with an 

annual interest rate of 8 per cent. In July 1968, PEMEX and the three foreign--owned 

companies signed a formal agreement rescinding the contracts. 

285. On the whole, PEMEX has succeeded in meeting Mexico 1 s needs for petroleum 

and petroleum products at reasonable prices and has established a domestic 

pricing system that has provided self-generated funds for investment. Its success 

may be judged by the fact that it has been able to mobilize substantial foreign 

capital. In 1950, the Export-Import Bank of Washington, D.C. granted a 

$150 million loan to the Government of Mexico for the purchase of materials 

and services on the understanding that the Government would in turn make an 

equivalent amount in pesos available to FEMEX. 

286. At the end of 1958, PE!.jEX obtained credit lines with terms ranging from 

three to five years from the following United States banks: 

(a) Chemical Corn I':xchange Bank: revolving credit which was increased 

to $12.5 million; 

(b) Chase Manhattan Bank: a revolving credit of up to $5 million and 

a five-year loan of $20 million; 

(c) Bank of America: a revel ving credit of ~;20 million; 

(d) The Hanover Bank: a revolving credit of up to $10 million; 

(e) Bank of the South1-;est: a revolving credit of up to $2 million; 

(f) First National Bank of Boston: a revolving credit of up to $5 million. 

Petroleos Mexicanos has also obtained substantial export credits from foreign 

suppliers of materials and equipment and at times these credits have totalled 

more than $1CO million. In the 1960s, PENEX had a first-class credit rating 

in the international money markets. 

I ... 
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287. In April 1964 the Government of the People's Republic of the Congo signed 

an agreement with French interests establishing the Compagnie des potasses du 

Congo (CPC), which in January 1965 was granted a concession to work the potassium 

deposits in the Holle-Saint-Paul region. The CPC has a share capital of 

2, 500 million CFJ\ francs, distributed as follm1s: 

Government of the People's Republic of the Congo 

Bureau de recherches geologiques et minieres 

Entreprise miniere et chimique . 

ELF-Societe des petroles d'Afrique equatoriale 

Percentage 

15 

36.125 

36.125 

12.750 

288. Investments in the project total over 20,000 million CFA francs, derived 

from the following sources: 

Millions of CFA francs 

Loan frcm the Intermtti•.)nal. Bank for Reconstcuction 
and Development . . . . . . 

Loan from French shareholders 

Loan from the European Investment Bank 

Share capital in cash 

Loan from a consortium of French banks 

7,4co 
6,500 

2,200 

2,125 

1,500 

The Compagnie des potasses du Congo employs about 7CO Congolese and 200 expatriates. 

SAUDI ARABIA 

289. The oil concession agreement between the Government of Saudi Arabia and 

the Standard Oil Company of California ( SOCAL), concluded on 29 !JI..ay 1933, is an 

example of the older concession which has been amended through voluntary 

renegotiation. Under that agreement, which was to be valid for sixty years, SOCAL 

obtained exclusive rights over 320, ceo square miles in eastern Saudi Arabia, was 

granted complete fiscal exemption and was to make the following payments to the 

Government: 

(a) Two loans, one of £30,CCO (gold), in 1933, and another of £20,000 (gold), 

in 1935, to be repaid with one half of future royalties; 

/ ... 
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(b) Two advances of £50,000 (gold) each, to be made within one year of the 

discovery of oil; 

(c) A royalty of 4 shillings (gold) per ton and one eighth of the proceeds 

from the sale of natural gas; 

(d) An annual rental of £5,000 (gold) from 1933 until oil was discovered 

in commercial quantities. 

290. In November 1933, SOCAL formed the California-Saudi Arabia Standard Oil 

Company (CASOC) and assigned to it all its rights and obligations under the 

1933 agreement. In 1936, a Texas Company (TSXACO) acquired a 50 per cent 

interest in CASOC. On 31 May 1939, CASOC and the Government of Saudi Arabia 

signed a supplementary agreement, under which the concession was enlarged by 

120,000 square miles and CASCO "as given preferential rights to an additional 

177,400 square miles. In exchange, CASOC agreed to make the following 

additional payments to the Government of Saudi Arabia: 

(a) A rental of £20,000 (gold) a year from 1939 onwards, until oil was 

discovered in cow~ercial quantities in the additional area or until that area 

was relinquished by CASOC; 

(b) A bonus of £140,000 (gold), to be paid in 1939; 

(c) A bonus of £lCO,OOO (gold) »hen oil -,,as discovered in commercial 

quantities in the additional area; 

(d) Up to 2,300,000 United States gallons of gasolene and 100,000 United 

States gallons of kerosene a year free of charge when oil »as discovered in 

commercial quantities in the additional area. 

291. In 1944, CASOC changed its name to Arabian-American Oil Company (ARAMCO) 

and in 1947 the Standard Oil Company of New Jersey and Socony Mobil Oil 

Company acquired 30 per cent and 10 per cent respectively of ARAMCO's equity, 

SOCAL and TEXACO retaining 30 per cent each. Under an agreement of 10 OctobAr 1948, 

ARAMCO's exclusive rights were extended to the whole of the off-shore area of 

Saudi Arabia in the Persian Gulf and ARAMCO agreed to relinquish certain portions 

of its exclusive and preferential concession ~reas. 

292. An agreement signed on 30 December 1950 provided for the following new 

financial terms: 

(a) Payment of a royalty of 21 cents per barrel of oil from inland fields 

and 26 cents a barrel of oil from off-shore fields; 

I .. . 
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(b) The supply, free of charge, of 2,650,CCO United States gallons of 

gasolene, 200,COO United States gallons of kerosene and 7,5CC tons of road 

asphalt a year; 

(c) Payment of a supplementary tax so calculated as to make all payments 

to the Government equal to "50 per cent of the gross income of ARAMCO after such 

gross income has been reduced by ARAMCO's cost of operation, including losses, 

depreciation, and by income taxes, if any, payable to any foreign country". In 

order to be able to impose this supplementary tax, Saudi Arabia had adopted, on 

4 November and 27 December 1950, t~o decrees introducing an income tax. 

293. This agreement introduced into the Middle East the concept of a fifty-fifty 

sharing of oil profits between the host Government and the foreign oil company, 

which had first been put into practice in Venezuela, and set the pattern for the 

renegotiation of oil concessions in other Middle Eastern countries. The United 

States companies' preference for increasing the host Government's share of 

profits by paying income tao: rather than larger royalties was based on 

considerations relating to the United States income tax laws. 

294. In June 1952, after the Government of Saudi Arabia had questioned the practice 

of deducting United States income tax before ARAMCO's profits were shared, ARAMCO 

consented to amend the 1950 agreement so that the profits would be shared before 

the United States taxes >Jere paid. 

295. In the early 1950s, differences of opinion had arisen beteeen the Government 

of Saudi Arabia and ARAMCO concerning the calculation of ARAMCO's sales revenues. 

To>Jards the end of 1955, the parties reached an agreement >Jhereby ARAMCO consented 

to calculate its proceeds from sales to parent companies on the basis of rested 

prices minus the selling ec:penses, >Jhile the Government agreed that proceeds from 

sales to non-affiliated companies should be calculated on the basis of realized 

prices. The ARANCO also consented to pay the Government a lump sum of $70 million 

in settlement of all past disputes concerning pricing. 

296. On 24 March 1963, the Government of Sa~di Arabia and ARAMCO concluded another 

agreement under >Jhich ARAMCO agreed to relinquish its preferential area and to 

reduce gradually its exclusive area. Prior to that agreement, ARAMCO had 

relinquished, pursuant to the 1948 agreement, 135,200 square miles in the 

preferential area and 140,413 square miles in the exclusive area. Cn 24 March 1963, 

ARAMCO relinquished further portions of the latter area so that the area retained 

/ ... 



A/Boss 
English 
Page 122 

totalled 125,000 square miles. That area was thereafter to be reduced by 

20,CCO square miles every five years for a period of h1enty-years, by 15,000 

square miles after the following five years and by 10,000 square miles after the 

next five years, so that after thirty years ARAMCO tmuld retain not more than 

20,000 square miles. 

297. Also, on 2fMarch 1963, the Government and ARAMCO signed a supplemental 

agreement concerning prices and taxes which contained, inter alia, the following 

provisions: 

(a)~ Beginning ,.,ith the taxable year 1963, ARAMCO was to accumulate each 

year its exploration costs and in computing its taxable income for Saudi Arabian 

income tax purposes was to deduct an amount equal to 5 pe;c cent of such costs 

or the amount of such costs (minus certain possible deductions) divided by the 

number of years remaining in ARAMCO's concession; 

(b) With regard to its intangible development costs, ARAMCO was to deduct 

10 per cent of such costs or the amount of such costs divided by the number of 

years rerr.aining in ARAMCO's concession; 

(c) Ninety per cent of the expenses incun·ed in the operation of ARAMCO' s 

offices in the United Stataes could be deducted for Saudi Arabian income tax 

purposes in the years 1963-1966. The arrangements for subsequent years were to 

be discussed later; 

(d) The Government agreed to allow ARAMCO, in computing its taxable income 

for Saudi Arabian income ta;: purposes, to deduct charitable and philanthropic 

donations within Saudi Arabia, but the Government was to advise ARAMCO prior 

to the commencement of each taxable year whether· it would allow any deductions 

for such donations outside Saudi Arabia. 

298. Although ARAMCO has occupied a dominant position in the oil industry in Saudi 

Arabia, concessions have also been granted to the Pacific vlestern Oil Corporation 

(now Getty Oil Co.) and to the Arabian Oil Ccmpany. The concession of Pacific 

Vlestern Oil Cor]:oration ''as granted on 20 February 1949 and covered the Saudi 

Arabian half of the on-shore Neutral Zone between Saudi Arabia and Kuwait. The 

corporation was to pay the Government a bonus of :~9. 5 million on the date of 

signature, a rental of ~01 million a year until oil was discovered in commercial 

quantities, a royalty of 55 cents per barrel of crude oil produced, one eighth 
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ol the gross proceeds from sales of natural gas, and a guaranteed minimum annual 

royalty of $1 million. In addition, the Government was to receive 25 and 

20 per cent respectively of any net profits realized from the sale of crude 

oil and petroleum products. The corporation agreed to construct a petroleum 

refinery and the Government had the right to buy a certain percentage of 

petroleum products at a 5 per cent discount. 

299. Saudi Arabia brought abo-ctt another major innovation in profit-sharing 

arrangements on 10 December 1957, when it concluded with the Japan Petroleum 

'l'rading Company Ltd. an agreement with respect to the undivided one-half 

interest of Saudi Arabia in the off-shore area of the Saudi Arabian-Kuwait 

Neutral Zone. Under that agreement, Saudi Arabia ''as to receive an annual 

rental of $1.5 million from the effective date of the agreement and an 

additional annual sum of o~l million from that date to the date of the discovery 

of oil in commercial quantities. From the latter date, the Government was to 

receive royalties equal to 20 per cent of the crude oil, natural gas and natural 

csphalt produced from its undivided one-half interest, with a guaranteed minimum 

annual royalty payment of it>2. 5 million. The company was to be subj.ect to 

Saudi Arabian income tax on all operations within and outside Saudi Arabia, 

including the sale of crude oil, refining, transportation and marketing. If 

Government receipts from royalties and taxes did not amount to 56 per cent 

of the company's net income from all of its operations within and outside 

Saudi Arabia, the company liaS to pay an additional tax to make up the difference. 

300. Under the agreement, the Japan Petroleum Trading Company was granted an 

exclusive exploration and prospecting licence ior a period of two years, renewable 

for a further two years. On the expiration of the licence, or earlier 

(on the company's application), but only after the discovery of oil in 

commercial quantities, the company was to be granted a forty-year exploitation 

concession lease. If the Government decided to grant a further concession when 

the first concession expired, the company was to he granted a paeferential right 

over other applicants >Jho were not Saudi Arabian subjects, all conditions being 

equal. 

301. In February 1958, the Japanese interests established the llrab·ian Oil 

Company to exploit the concession and on 5 July 1958 Arabian Oil signed a 

similar agreement witn the Government of Ku>Jait, under which the latter was 
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to receive 57 per cent of the profits. The Government of Saudi Arabia's share 

of the profits ULder the first agreement was subsequently increased to 57 per cent. 

The Government of Saudi Arabia and Kuwait also exercised their right to acquire 

at par value a maximum of 10 ];er cent each of the equity of Arabian Oil, after 

it had been proved that oil existed in commercial quantities in their respective 

countries. 

302. In 1963, the Government of Saudi Arabia established a public general 

organization for petroleum and minerals called the General Petroleum and 

Minerals Organization (PZTROMIN), whose object was to engage in various commercial 

and industrial activities connected with petroleum and minerals, with a view 

to developing and promoting the petroleum and minerals industries in Sa~i Arabia. 

303. On 21 December 1967, PETROMIN concluded an agreement with AGIP-Saudi Arabia, 

owned by the Ente Nazionale Idrocarburi (ENI), the Italian Government-owned oil 

company, granting the Italian concern exclusive prospecting rights in 80,000 

square kilometres in south-east Saudi Arabia. If oil was found in commercial 

quantities, PETRmiN and AGIP-Saudi Arabia were to es~tablish a joint company 

which would be granted a thirty-year concession with the possibility of renewal 

for ten years. In that case, PETROMIN would receive at least 30 per cent of any 

profits, its share rising to 40 per cent if output totalled 300,000 barrels 

a day and to 50 per cent if output reached 6CO,CCO barrels a day. The agreement 

also provided for the establishment of a petrochemical plant, to which PETROMIN 

and AGIP-Saudi Arabia would each contribute 50 per cent of the capital. 

304. Saudi Arabian personnel were to be employed in the administration and 

management of the operations and activities of AGIP-Saudi Arabia and tne 

operating company. Inside Saudi Arabia, a minimum of 75 per cent of the employees 

were to be Saudis, of whom at least 20 per cent were to occupy major posts. 

Outside Saudi Arabia, a minimum of 30 per cent of the employees were to be Saudis, 

if and when they were available. Whenever these requirements could not be met, 

owing to a shortage of skilled Saudi Arabian personnel, AGIP-Saudi Arabia and 

the operating company were to employ, by order of preference, citizens of the 

Arab States which are members of the Arab League, citizens of other Arab States 

and citizens of other friendly States. Saudi Arabia and non-Saudi Arabiaa 

employees having substantially similar capabilities or having substantially similar 

duties and responsibilities were to receive the same compensation and a reasonable 
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foreign allowance if and when circumstances required it. The parties were to 

prepare and carry out a specialized theoretical and practical training prograrr~e 

for Saudi Arabian employees, relating to the varioue aspects of the uil 

industry and including supervisory and management training. The parties were 

also to contribute to the <1elfare of the people of Saudi Arabia by providing 

various facilities pertaining to educational, medical, hygienical and other 

services, to be agreed upon with the Government. 

SIERRA IEOll"E 

305. The renegotiation of the agreement between Diamond Corporation West Africa, 

Ltd. (DICOR), and the Government of Sierra Leone was completed in November 1969. 
Under the renegotiated agreement, which will be valid until 31 December 1971, 
DICOR, which is the sole marketer and exporter of diamonds produced under the 

alluvial diamond mining scheme, is to pay the Government an annual lump sum 

of $396,roo f•r its rights and forgo the l per cent service fee on diamond 

purchases which the Government formerly paid it for managing the Government 

Diamond Office. The revised agreement was expected to result in an annual gain 

of $684, CCO for the Governn,cnt. 
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3C6. Phosphate, which constitutes Togo's largest export, is round in the region 

or Almupane, where reserves estimated at over 100 million metric tons are 

exploited by the Compagnie togolaise des mines du Benin (COTOMIB), whose share 

capital or $10,8 million is distributed as rollows: 

Government or Togo. 

French interests .• 

United States interests 

Percentage 

19. 9 

42.76 

37.34 

307. About $37 million has already been invested in the construction or 

inrrastructure works, including a 25-km railway between the deposits and Kpeme, 

a 720-m bridge over the lagoon and a 1,200-m metal wharr. 

308. lJi th a view to gradually replacing expatriate supervisory staff by Togolese 

staff, COTO!~IB established a vocational training centre at the mine in 1966. The 

centre is run with the help of the French aid and co-operation mission. The 

workers who graduate from the centre are promoted to the grades of skilled 

worker or supervisor. 
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309. Foreign companies are co-operating with the United Arab Republic in its 

search for oil. In the past decade, the basic pattern of the co-operation has 

been explorati::m by foreign companies, with Government participation on a 

fifty-fifty basis in a joint operating company formed for the purpose of operating 

the concession when oil is discovered in commercial quantities. The Government thus 

receives a total of 78 per cent of total profits. 

310. All petroleum activities in Egypt were under the control of major 

international oil companies, mainly Royal Dutch Shell, until 1952, when the 

Government began to play a gradually expanding role in the industry. In 1S56, 
the Government established bhe General Petr:Jleum Authority, which was ernpowered to 

engage in the whole range of petroleum :Jperati:Jns and to have capital holdings in 

other :Jrganizati:Jns. In 1957, the GQvernment and Ente Nazionale Idr~carburi (ENI), 

the Italian Government-Qwned company, established the Compagnie orientale des 

petrQles d'Egypte (COPE), "hich expl:Jres f:J1· and produces petroleum and "as the 

largest petrQleum-producing company in the United l;rab Republic until 1968. 
In 1958, law No. 167 was enLcted, establishing the Egyptian General Petroleum 

CJrporati:ln (EGPC); EGPC exploits, through its subsidiary the General Petroleum 

Company, a number of small fields and its production, which began late in 1959, 

has been increasing in recent years. 

311. In September 1963, a pctr:Jleum concessiQn agreement was concluded by the 

Government, EGPC and Phillips Petroleum Company of the United States, under ''hich 

EGPC and Phillips ':ere each ::,ranted a 50 pei' cent undivided interest in an 

exclusive concession for the explorati:m, development and producti:m of petroleum 

in a specified area ;of the western desert (the concesssiJn is divided int:J 

three areas: Burg El-Arab, l'iatruh, and Faghur areas), The agreement •·ms valid 

f:Jr a prirnary term of thirty years, but could be extended for another fifteen 

years. Phillips agreed to spend in each area a minimum cf $3 million on 

expl:Jration during the first three years, a •ninimwn :Jf $1 million a year from the 

fourth through the tenth yeacs, and in the eleventh and twelfth years an annual 

surn equal to $25,000 multiplied by the number of exploration blQcks retained. 

If oil was discovered in c:Jmmercial quantities, EGPC and Phillips were each to 

pay 50 per cent of the costs incurred in connexi:Jn with development, producing, 

further exploration and all other petroleum activities c:Jnducted in the area. 
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312. However, EGPC was not to pay any of the costs until Phillips had spent a 

tcJtal of $10 milli:m on expL:Jration in the part of the area where oil was 

discovered. Development operations were to be carried out by the .!estern Desert 

Operating Petroleum Company (HEFCO), established on a fifty-fifty basis by EGPC 

and Phillips, each of which v1ould be entitled t:J 50 per cent of the crude oil 

produced, to be disposed of as they pleased. EGPC and Phillips together were to 

pay the Government a total rent :Jf £E25, 000 a year for each explorati:Jn block 

converted to a development lease. In addition, the Government was to receive a 

r::>yalty of 15 per cent ::>f the t::>tal petr::>leum pr::Jduced, payable in kind or in 

cash. In the case :Jf crude ::oil, the rCJyalty was to be calculated on the basis of 

the higher export price received f:Jr crude by EGPC ::or Phillips from n:m-affiliated 

purchasers durine the period f::>r which the r::oyalty was due. 

313. In the case :Jf Jther hyctc::>carbon substances, the r:Jyalty was t:J be calculated 

on the basis of the market value ::>f the substance sold by EGPC and Phillips 

during the m:Jnth fJr which the royalty was due, the ~arket value being defined 

as the weighted average price received from purchasers Jther than affiliated 

companies, less the costs and expenses incu:cred in making such substance 

marketable and which in acc:Jrdance with generally accepted accounting practices 

are allocable, Jr directly chargeable, to the quantity thereof so s:Jld. In each 

tax year the Government was t:o receive, by 'day :of royalty, rental and/ :Jr taxes 

(including income taxes), 50 per cent of the net pr:Jfits realized by EGPC and 

Phillips as a result :Jf their petroleum activities in the United Arab Republic. 

In n::> case was the amount received by the G:JVernc,:ent t::> be less than the value 

::>f rJyalty. Phillips agreed to prJvide specialized training programmes for 

natiJnal personnel and to replace its expatriate staff gradually by United 

Arab Republic nationals, as ~ualified nationals became available. 

314. In February 1967, Jn the discovery ::Jf an :Jilfield near El Alamein, a joint 

c::Jmpany was set up and was to be administe,·ed by a board ::Jf six direct::Jrs, three 

of wh:Jm wc;uld be nati:mals of the United A '8b Republic and three United States 

nationals, with a UAR chairman. The capital of the company, as well as the 

estimated producti::m costs, were t:J be cont,·ibuted em a fifty-fifty basis by the 

United Arab Republic and the Phillips Petroleum C0mpany. 

315. Also in September 1963 a concession C:JC>tract was concluded bet\•Jeen the 

Government of the United A1·ab Republic on the one hand, and the International 
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Egyptian Oil Ce>mpany (IECC) (a nrporation ndrolled by ENI) and COPE on the 

:Jther. Under the contract, IECC 1vas granted the exclusive right to expl:Jre for 

and exploit petroleum in two specific areas, in the Delta and in the Khaligue 

El Zeit regie>ns respectively. If at the end :of any financial year the proceeds 

after payment :of T::>yalties :or rentals equalleci ::>r exceeded the unrec:overed balance 

:Jf operating costs, expl.Jraticm expenditure and other capital investme!lt, COPE was 

t:J take .::wer the concessi:Jn f:c:xn IECC. The concession \;Jas valid for thirty years, 

renewable f:Jr an additional i'ifteen years 0 

316. The International Egyptian Oil C::mpany \JRs to spend the folLJwing minimum 

amounts :on cxplorati:m: $10 milli:m during the fiTst four years, at least 

70 per cent in the Delta reGi::>n; $2 million annually during the fifth and sixth 

years; $1 million annually fi":Jnc the seventh to the twelfth year; anC $300 per 

square kil::lffietre for every further year of explorati:::m.. After the tv1elfth year, 

IEOC was to pay the G:oveTnment a yearly exploTati:)l1 rental of £E30 for each 

square kilometre in each exploration block c:msidered to have petroleum 

p:lssibilities. For each exploitation block, IECC was to pay an annual rental of 

£E2.5 per hectare. The G:werrunent '''as entitled tC> a r:oyalty :of 20 per cent of the 

total quantity of petroleum produced fTom the exploitation block or blocks "'hich 

had been c.::mvcrted fr-Jm an e~~plorati-Jn block or bl.Jcks, up tJ an aggregate area 

not exceeding 50 pe? cent .Jf the area :.f the expl.:Jration block .Jr bl:.cks. 

317. F0r the remaining 50 per cent of the expl.Jrati:.:m bl:.ck :.r bl::Jcks converted 

into an exploitation bl:Jck -:Jl' bl.:Jcks, the G.:>ve:cmnent was to receive a :royalty 

equal to 30 per cent of the :c:otal quantity :xf pet"·oleum produced. It was agreed 

that IEOC and COPE would provide all p:ossible facilities, 1<hether in the United 

Arab Republic or abr:oad, f::>r teaching and to.·aining any :of their employees sh:o,;ing 

special ability t:J impT:JV<e their condition and raise their level :of educatic:Jn. 

The parties to the contJ..."act \1iere to agree on -Ghe preparati.::m .:>f a prograrr.me f.:.r 

the yearly reduction of the number :of foreign cmpLJyees, in :>rder that they might 

be gradually :replaced by citizens :of the United A:cab Republic at the earliest 

:opportunity. 

318. In January 1964 the G:Jvernment c:>ncluded an C>il agreement with the Pan 

American Oil C.:;mpany, coveri:"1g an area in the He stern Desert and valid f:Jr 

thirty years, r,.;ith a fifteen-year renewal pel~iod. 
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319. In March 1964 a concession contract v1as signed between the Government of 

the United Arab Republic :.m the ~ne hand, and EGPC and the Pan American UAR Oil 

Company (a United States C~i·pcration) em the ocher, under which EGPC and 

Pan American were each grant1::d a 50 pe:c cent undivided interest in an exclusive 

('.:::mcessi::m for the expl:)rati0o., development and productiJn of pet.roleum in a 

specified a::cea of the Gulf ol' Suez~ The c::mtract was valid f-Jr a primary term of 

thirty ;years, ·h1hich could be extended f;:::~r another fifteen years. Faa American 

as;reed to spend Jn explorati:::m a m.inimum :Jf $10 milli:m during the first two years 

and a minimum of $2.5 million annually fr:om the third to the ninth year inclusive. 

Ii' a c:Jrt1mercial discovery ~o·Jas made, EGFC and Pan tunerican were each to pay 

50 pe::_"' cent 0f the costs incur:ced in conG2.Xi.Jn \>Jith development, producing, further 

expl:,ration and all :other petr:Jleum activities c:onducted in the area. H::owever, 

..2:GPC '\•Jas not t::: pay any -Jf those CCJsts until Pan American had spent a total of 

~;27 .5 million ~)n expl.Jrati:Jn. Developrr~ent Jperati::ms i'IEre to be carried out by 

an operating c~lrnpany, tte Gulf of Suez Petroleum Company (GUFCO), established on 

a fifty-fifty basis by IGFC snd Pa,c Americ:El, each :of which ,;as entitled to half 

of the crude ::::til pr'-:duced. H.Jwcver, the G.Jve:._~nment v1as to have the right to 

purchase up to 20 fer cent :Jf the C~f'ude ..Jil produced, at a price 10 per cent 

l.J\•!er than the pTice obtainet'i by EGPC :Jr Pan Arnericun for the crude oil exported 

du.ting the month deliveTy -; .. Jas :?Wde t:J the GJveroment. The right ::~f' purchase was 

applicable in all contracts anc2 in the mining lav1. 

j20 .. The Government, vm2 "UO :J:eceive a yearly :::_""C.i.1tal of £E2.5 per hectare for all 

laod held under devel:oprnent leases, and a r::Jyalty :of 20 per cent :of the total 

quantity of pet::coleum pr:Jduced. T~1e royalty 'i'IGS to be reduced to 15 per cent v1hen 

Pan A!l~crican had spent $2'/ .5 mil~_i:;n ::n expl:JtatiJn, or J,·Jhen 50 per cent of the 

taxable pr:J:f'its Jf Fan il~mE:1:·ic2n cxcseUed 20 re;~· cent of the gross income realized 

by Pan J\mericarL The provisi-::A2G c:)ncBrning tL~aiGing of national staff and the 

gradual replacement of ex[Jat~:·iate r.;totf ~,-.cere the same as those in the 1963 

ag.{'ee._-,,_ent li11 itt. Pb.illips Pet_c-Jlcum Co·_~~lpanyo 

)21. In Septf:mber 1969 the G:Jvero~:!€-'Jt c:Jn·~luded an oil agreement with .AMCCO 

(Fan Atne:c:.icen) in the Heste.LTI Desert and Wi1c Volle:/ fJr thirty years with a 

:~cnevJe.l peri:._)d :JJ' ten yee.:cs, ,;;_1 the so.me Las is as the previ8US contracts but 

;;vitt the royalty expended at l2.l) per cent. Pan Ame:cican will supply the 
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accounts for 

90 pe:c cent of the country's total mining Jut put, 95 per cent of its exports and 

60 per cent of the Governm8i1"~ 1 s revenue .. On 15 A~bUSt 1969, the President of 

Zambia invited the tw:J c;oppe:c-rnining grJups cJcerating in the ccuntry (the 

Anglo-American CJrpCJrati:Jn, Jwned by British and S:Juth African interests, and the 

Roan Selection Trust, 40 pel' cent of which is C>wned by American Metal Climax and 

lro per cent by other United States interests) to sell 51 per cent of their shares 

to the Industrial Development Corporation (IbiDECO), a State holding company. 

Follo•>Iing the President t s invitation, detailed neg:Jtiations were ini tiatcd between 

the parties c:mcerned, and an agreement with w)1ich both parties "expressed 

satisfactL::m 11
• g/wvms reacl1ecl in :November 1969,.. According to the agreement, two 

new companies ·Here to start -:operating i..;he min.es as of l January 1970. In each 

of the c:Jmpanies the Govcr:·rrnent :)f Zambia's IlJDECO h8lds 51 per cent of the equity 

and is empowered to appoir::t six 0ut of ele.vc ·1 :·1_i:c:ectors. The two foreign minj_ng 

e;roups, each of which holds ·1 ~-~; pel' cent ~>f t.:.-v.:: equity in one of the new c::lffipanies, 

are providing management at"ld actit~g as sal<-:;;,~ Lt;;·::nts under contr-acts VJhich run for 

a minimum :=:f ten years. li':)l~ l;hese services ·J:J1cy will receive fees equivalent to 

1.5 per cent of gr:Jss sales :_::his 2 per cent .:Jf profits, calculated after payment 

523. FJI' purposes of' ccmpcni:3D.tL:m, the agreed t:Jtal asset value of the :Jld 

c-::x11panics ~das set at about ~;574 million, based on estimated b:Jok values on 

31 December 1969, excluding c:;~ternal end n;:Jn-·Y~ining assets of' the c0mpanies. The 

Zambian pa~tticipati.:::m thus totc:.ls ab;~ut $292 rn:i.llion:: 1·-1hich is to be paid by 

INDECO in negotiable tax-free govertTr."-:oC..-guai'antePd bonds, denc.minated in United 

States ~:lnllars ancJ o::~a.rin2s CJ.~ interest rate ~J~' ,.J per cet!t~ The compensation due 

to the RJan SelccLion Trust :::o.:,l;:Junts t:J z[) .. l..l2.~ million princ.iDal and $37.5 milli.:m 

inte:cest an6. i.s tc. be pnid O""~r:r eie;ht yea.rs; the coc1pensati-::m due to the 

A~'lgl.:.;-J~mc:::-l.e:a·rl CJrp::.\'c·c.J.·~-ion, ur;L)untia;~ t::. ab:Jut ~~179 .5 milli:lct principal and 

6j rnil1:L.::m intercnt, is ·~:J be paid cvex· t1:c!elve yeaTs q In C::Ych ca.~~·2s, provision 

:i_s m.J,J.e fnr mox---· ""'tr.~(~ .cE~pa:y-nent sh.:::.uld b:-:J--Ghirds of the Ciividc:-ids i)ait1 :)c 

n/ -= see InttJ'h3t~:.:J~.:al F:L:1a~1c·i.al TITevm Su::.·vc.:v-, v~Jl.. XXI, No. !.~7 (1··-!ashingt.::m, D.C., 
2d JIJ,J,,;~~~::;:;be.(· 19:.J9) ~ pp4 )01: and 5733-.--·-
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INDECO's share of the equity exceed the instalments due in a given year. Each of 

the ne" pompanies 'ilill pay a n1inerals tax of 51 per cent of net profits and regular 

company income tax of ~5 per cent on the balance of profits, resulting in a 

total tax payment of ab::mt T3 per cent, 'iihich is approximately equal to the 

present over-all effective rate of taxation. Hov;ever, as a result Jf the 

dividends to be paid t:J INDllCO by the ne>J c,y,,panies, it is calculatecl that Zambia 

'ilill L'etain an additi::mal 5 per cent of the ::JVer-all gross profits of the mining 

industry, and that this figure will rise to 13 per cent once compensation is 

c::Jmpleted. Dividends paid by the new cClmpany to the RClan Selec ti::m Trust and the 

Angl:J-American Corporati.Jn are to be exempted from any special Zambian taxation, 

exchane;e controls or restrictions on dividend remittances for a minimum period .Jf 

ten years. 

324. FurthermClre, in 1969, the President of Zambia announced that the Ente 

Nazionale Idrocarburi (ENI), the Italian G:)Veroment-CJwr.?d petroleum company, 

"\\•ould. set up an oil refinery in Zambia, in 'dhich the Government of Zambia would hold 

51 per cent of the eql:ity. He also announced that the G::>vernment of Zambia had 

agreed to buy 51 per cent ::>f the equity ::Jf BP Zambia. A spokesman for Shell Oil, 

speaking als:J on behalf :Jf BP Zambia, stated that they had taken the initiative eJf 

pi'::Jposing the transfer to the Government, and that there had been absolutely no 

unilateral pressure by the latter. g/ 

"}.-2/ See Marches Tropicaux et Mediterraneens, No. 1250 (Paris, 25 October 1969), 
p. 2851. 
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ASSISTANCE PROVIDED BY INTERNATIONAL ORGANIZATIONS TO DEVELOPING 
COUNTRIES FOR THE EXPLOITATION OF NAI'UFAL RESOURCES 

I. UNITED NATIONS 

325. The activities of the United Nations in the develovment of natural resources 

are pursued through a number of instrumentalities. At Headquarters, the Resources 

and Transport Division of the Pepartment of Economic and Social Affairs provides 

the substantive and co-ordinate support to a wide spectrum of activities at the 

national, regional and international levels. The Office of Technical Co-overatior. 

of the same Department provides the administrative support to o·peraticma::_ 

activities, among others in the field of non-agricultural res::mrces. The regional 

ec'Jnomic commissions play an active role in the stimulation of regional and 

national development activities relating to natural resources, and since their 

activities are described in detail in their respective reports to the Council, the 

present report mainly relates to those activities directly handled by the Resources 

and Transport Division. 

326. The United Nations Development Programme (UNDP) provides the essential 

external financial support for the many field activities in the area of development 

of non-agricultural resources. Under the technical assistance component of the 

programme, assistance includes a broad range of technical advisers, special 

equipment for demonstration and training purposes and fellowshios to nationals of 

developing countries :for advanced studies abroad; under the Special Fund component 

of UNDP, assistance is provided for such pre-investment projects as surveys of 

natural resources, feasibility studies for their development and support to research 

and training institutions and government services in the field of development of 

natural resources. 

327. The activities of the Ur,ited Nations have been directed essentially to the 

promotion of national development efforts in respect of the follm1ing aspects: 

(a) Exploring, evaluating and developing non-agricultural natural resources 

in the fields of minerals, energy and "ater, along with surveying and napping such 

resources and improving transport facilities and other infrastructural needs; 
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(b) Stimulating and facilitating the transfer of new technology and 

scientific knowledge in the development and utilization of non-agricultural 

resources; 

(c) Strengthening administrative and technical services in the Governments 

through pract'.cal field programmes incorrorating training elements; 

(d) Conducting and organizing applied technical and economic research and 

disseminating the results through publications, seminars, and conferences. 

323. The Ur,i ted Nations has been geared to meet these needs and challenges by the 

integration of resource economists and speciBlists from various technical 

disciplines into a Headquarters team of some sixty professionals with practical 

experience in resource development work in different developing countries. These 

specialists render assistance to countri_es in the preparation of reformulation of 

-project requests fe>r resource development. They conduct technical and economic 

scrutiny and assessment of project requests received from Governments. They help 

prepare plans of operations and specifications for engineering services} equipment 

and supplies needed, as well as job descriptions of experts. Their "'~rk includes 

selection of experts and of subcontractors, over-all e.upervision and substantive 

guidance of project personnel in the field, evaluation of progress and final reports 

and recommendations and, last but not least, attention to certain types of follO"O/-Uo 

activities after the completion of the field '"ork. 

329. The activities of the United Nations not only cover support to field 

operations, but also include the conduct of studies, seminars and conferences in 

matters concerned with policy, planning, and technical and management as,pects of the 

develo-pment of non-agricultural resources. 

A. Identification of possibilities for the development 
of resources 

330. The bulk of the operational activities of the United Nations is devoted 

essentially to three aspects: (a) exploratory survey to locate the occurrence of 

significant non-agricultural resources; (b) detailed investigation of the extent, 

size and quality of rescmrees located; (c) techno-economic analysis for determining 

the feasibility of the development of a give::n resour~e. Almost invariably, these 

activities included elements of technical assistance and the training rJf national 

personn"l through the provision of i'ellm:ships and on-the-job ir:struction. 
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331. The employment of new techniques and the mobilization of international skills 

has paid off in the discovery of new and additional mineral resources in many 

developing countries. In several cases, the exploratory efforts have been marked 

by a ratio of success exceeding the results of earlter private ef'forts in several 

countries. The efforts have resulted in the identification of a number of minerals 

of economic significance, such as copper in Argentina, Iran, Malaysia (Sabah), 

Mexico and Panama; in the discovery .:of additional gold reserves in the United 

Republic of Tanzania; of iron ore in Chile and of bauxite, thorium and uranium in 

Somalia. These discoveries have given ne<~ hope for the economic development 

prospects of these areas. 

332. The assistance provided to national geological institutes and services is now 

bearing fruit in terms of discoveries of minerals of considerable economic 

significance in several countries. The Institute of Applied Geology, in the 

Philip1Jines, has located copper occurrences in Luzon. Similarly, investigations by 

the Geological Survey Institute of Iran have proved the existence of a very 

extensive copper deposit in south-central Iran, and also in the discovery of 

phosphate deposits, It is expected that this sizable deposit, now estimated at 

around 100 million tons ,;ith a copper content of 1.5 per cent, will yield 

substantial revenues to the country. 

333. The production phase of the development of natural resources in developing 

countries entails far more and complex problems than in economically advanced 

countries. Enterprises of very different structures and importance coexist and 

<~ill continue to do so in the years ahead. 

334. Rehabilitation of marginal enterprises through the application of ne,; 

technology and location of additional resource reserves has been the concern of a 

number of field projects. In Bolivia, Burma, Niger and Tunisia, a number of efforts 

have been made to determine and possibly expand knmm mineral-ore reserves, to 

improve mining methods and to apply or develop new ore dressing and smelting methods 

that would make the exploitation of 1m1-grade ores economic>lly feasible. 

335· Exploration for energy resources has been directed towards both conventional 

and non-conventional sources of enerSY. Ic the field of hydrocarbons, technical 

assistance has been provided to about thirty developing countries. In addition, 

assistance has been provided to India and Bolivia in establishing the Institute for 
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Petroleum Exrloration at Dehra Dun and the Centre for Petrolewn Development in 

La Paz, respectively~ thus contributing to their activities in oil and natural gas 

explc:ration. In non-ccmventi8nal .sources of energy, particular attention has been 

given to the exploration of geothermal resources. Technical assistance missions to 

advise on the potential of geothermal resources have beeu sent to Cameroon~ China 

(Tai1Jan), Costa Rica, Guatemala) Israel, ~Jordan, Kenya, Mali, Mexico, Nicaragua, 

the Philippines, St. Lucia (Hest Indies Associated States), and Tunida. Large-scale 

projects in this field, which include geological, geophysical and geochemical surveys 

and exploratory drilling, are being executed in Chile, El Salvador and Turkey. 

336. Technical assistance has been pr:wided to China (Taiwan), India, Pakistan, 

Turkey and Venezuela, in exploration, production, and utilization of coal. 

Assistance has been provided to the Government of the Philippines in the development 

of a demonstration coal mine and the evaluation of coal reserves on the island of 

Mindanao. The occurrence of loi:v-grade fuels in developing countries is quite 

Tt7idespread) but so far not much effort has gone into their development. Ascistance 

has been provided to Turkey and Yugoslavia in the development and utilization of 

lie;nite. The United Nations has played an active role in investigating the potential 

of oil-shale resources for poi:ver generation in Costa Rica, Cyprus, Israel, 

Madagascar, Mali, Morocco, Somalia, Trinidad and Tobago, Turkey and Yugoslavia~ 

337. In the field of water resources, a number of field proJects fall mainly in the 

category of comprehensive surveys for the developrnent of 1-rater resources and 

pre-investment feasibility studies for cmltipurpose river basins development. Other 

projects concern river development for specific purposes, such as hydroelectric 

povrer develor:ment 'J navigation, flood control and river regulation 0 A notevrorthy 

feature in the context of the First Ulci ted Nations Develop"ent Decade is the 

relatively sharp increase in regional projects for the development of such 

ir:.ternational river basins as those of the Lo1.·mr Ivlekong~ the Mono, the Senegal and 

Lalce Chad. The Hekong River proJect, undertaken by the United Nations through the 

Committee for Co-ordination of Investigations cf the Lov;er l' .. Iekong Basin, seeks for 

the cGmprehensi ve develGpment of the 1vater resources of the Lov,rer Mekong basin. 

Besides the four riparian countries (Cambodia, Laos, the Republic of Viet-Nam and 

Thailand), twenty-six countries :L"'rom outside the basin, seventeen United Nations 

agencies and subsidiary bodies and nineteen non-e;overnmental bodies are involved in 

pre-investment studies and planning. 
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338. One of the continuing activities of the United Nations is to bring economic 

approaches· and technologies to the a·~~ Gentian of developing countries. The 

ir;creasing flo•r of new technology in the field of natural resources and the 

technological gap between the more developed and the developing countries make it 

imperative that the United Nations keep track of such develop;oients and utilize them 

in its field •wrk as well as train the nationals of developing countries in the use 

of such ne·H~ more efficient and more fruitful techniques. 

339. Rapid advances are being made in geophysical and geochemical prospecting, in 

photogeology, in mining methods and in ore dressing. As a result, mineral 

occurrences which l;lere deemed to have had no economic value in the past nou often 

qualify as economically valuable aesets. The basic concept n:f mineral exploration 

has changed from one of entirely pedestrian and protracted field 1wrk to one "here 

the application of modern science permits the determinat5.on of' favourable areas 

fairly quickly. For example, >Ni thin the framework of field projects undertaken by 

the United Nations, use has been made extensively of such geophysical m_ethods as 

magnetic~ electro-magnetic) electrical, r;ravity and seisrr:ic methods" some of 1ilhich 

use airborne instruments for the location of the most favourable places for economic 

mineralization. Geochemical r,Jethods are also increasingly used in mineral 

exploration projects; the possibility of rapid analysis of small geochemical samples 

is a distinct advantage v..rhen large Tegions have to be surveyed. 

3~0. Technological advances in mechanical and electrical engineering have made a 

considerable impact on lowering the costs of concentration and beneficiation of 

resource products; for exan'.ple, the Mining and !!Jetallurgical Institute in Bolivia is 

using new techniques (floatation and volatilization) for the treatment of low-grade 

tin ores. Many of the er;,erging countries located in the ser;\i-arid and arid parts of 

the \·JOrld are likely to benefit frou recent advances -J.n the dry processing of ores 

which ·'dould permit the ex.ploi tat ion nf many deposits formerly regarded as uneconomic 

because of scarcity of •.vater. In trr:wsportation, a number :Jf ne\v techniques have 

appeared; for example~ conveyance b;y pipeline of minerals and energy materials can 

substantially lower the costs of trans·po:ct. As a result, the extraction of 

·previously inaccessible resources becomes possible Q 
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34l. One of the areas with considerable potential for the application of' neH 

technology is in the development of geothermal energy and other non-conventional 

energy sources 5 ·particularly ir: coun-t-:.ries 1vhere the prospects of discovery and 

economic utilization c::f com.l'entional sources of er:ergy are n::Jt encouraging. The 

United Nations is contributing to the transfer of technological know-how to 

develo};ling countries seeking to utilize their geothermal resources. 

342. The Institute f'or Pet:coleurn Exploration in India and the Centre f'or Petroleum 

Developn~ent in Bolivia, mentioned earlier, are assisted in their efforts towards the 

introduction and application of moclerr methods and techniques in petrolewn 

exploration and production. In •rrinidad and Tobago, assistance has been p1·ovided in 

carryin;:_; out aL off-shore seismic survey, since an earlier aeromagnetic survey 

indicated favourable geological conditions for petroleurn. 

343. Similarly, the United Nations is active in the transfer of' technology relating 

to the exploration) prcduction_, transport,ation and utilization of natural gas6 

AtYJther area 1ilhere considerable technological progress has been accor,plished is in 

the mining and utilization of oil shales 0 The recent ad1.tances in direct combustion 

processes ha-ve made i.t possible for cheaply m.ined oil shales to be used f'or power 

generation - a factor of signLCicance for developine; countries lackine; in adequate 

fuel :ceserves. 

31~4. In regard to the ar;plication of nmv technology to the development of water 

resources~ the United Nations has assumed an active role in regard to the technical 

and economic possibilities of vrater clesalination in developing countries. An 

undertaking unique af its kind is the electrodialysis dertionstration plant to be 

estalJlished l·vith United Nati.:)ns assis"cance in Israel. The plant, originally designed 

\,rith a capacity of 650,COO gallons per day, will assist in advancing the technology 

aGd econor_:ics of electrodialysis desalination and in evalua·Cir.g alternative 

components of a plant for conversicm of' brackish ,,.rater to fresh ·Hater. It is 

ex·pected that the ·9roject, vrhen completed, •:li ll ·provide the basis of standard designs 

for the construction of a nu.m1'"'~r of large-capacity electrodialysis plants. In the 

i'ra:~1euork of another desalination project in Ku1-1ai t, assistance is envisaged in 

testing and evaluating equip-rjent and r.aterials for desalination plants and in the 

training of skilled personnel for thejr operation; also in studying the economic and 

technical posibilities oi' expanding the present production of minerals and chemicals 
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from the brine and in studying the possible economic use of desalinated water for 

the irrigation of high value crops. 

345. In the field of mapping, rapid progress is being made in the development and 

the transfer to developing countries through field projects (for example, in 

Ceylon, India, Jamaica and Pakistan) of perhaps less spectacular techniques such 

as topographic mapping through photogrammetry based on aerial photos, and geodetic 

surveys based on electromagnetic and electro-optical equipment. 

C. Strengthening of administrative and technical services 
through practical field prograrrmes 

346. Experience in field operation as well as other research and study activities 

has demonstrated that sound technical and economic advice is in itself insufficient 

in helping developing countries along the road of national resources development. 

In fact, technical advice may fail in many cases unless it is coupled with or 

even preceded by sustained efforts to strengthen or, if need be, create an 

adequate organizational framework for enabling Governments to initiate and 

implement programmes best suited to their particular conditions and needs. 

347. The strengthening of national government services has been an integral element 

of many technical and pre-investment assi8tance projects. In some countries the 

programme of exploration carried out in the context of pre-investment projects 

is so closely integrated with the normal functions of a national counterpart 

organization and comprises such an important part of its activities that its 

operations are upgraded. 

348. In response to the specific needs in several developing countries, projects 

have been especially designed to build effectively national institutions. In the 

field of minerals, the most important examples of "institution building" are the 

projects in Bolivia, Iran, Jordan and the Philippines. In Iran, assistance has 

been provided to the establishment of the Geological Survey Institute of Iran, 

which has now to its credit a numher of field investigations for mineral 

exploration; these have already resulted, as menti..oned earlier, in a major 

reassescroent of the mineral-producing prospects of the country. In the Philippines, 

the Institute of Applied Geology, a project carried out in co-operation with the 
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Philippines Bureau of Mines and the University of the Philippines, has been 

established for the training of mining engineers in the modern techniques of 

exploration, particularly seophysics and geochemistry, and >lith emphasis on the 

practical application of economic geology, petrography and structural geology. 

349. A water resources centre is being established in Kuwait City, the main 

functions of which cover testing and develo:r;ment as related to desalination, 

training of skilled and professional personnel, economic and technical studies and 

the assessment of ground-water resources. Particular attention is being given to 

organizational and administrative problems at the national level. In Afghanistan, 

assistance has been rendered towards the establishment and initial operati_o., of 

a national water management department. Similar assistance has also 'oeen given 

to the Governments of Cyelon, Guyana and Jamaica. 

35C· In the energy field, technical assistance has been provided to Saudi Arabia 

in the organization of a marketing department in PETROMIN, the national oil and 

mining company, and to Trinidad and Tobago for the organization of the Ministry 

of Petroleum. Assistance is being provided to Cambodia and Madagascar for the 

strengthening of their electric-power production and distribution authorities. 

In the case of Togo and Dahomey, the United Nations has assisted the two countries 

in establishing a joint electricity authority, faciEtating the integration of 

the -::owo national power n,arkets. 

351. In surveying and mapping, a number of projects have been centred on 

institution building and training. For example, a project in India involved the 

establishment of a pilot production centre for pre-investment surveying an~ 

mapping and train.ing. The production centre will work in close co-operation with 

the training institute, and will offer the students continuous opportunities for 

derwnstration and participation in the modern practices of surveying and mapping. 

In Ceylon, the Government is being assisted in establishing an institute of 

surveying and mapping for the principal purpose of training land surveying 

technicians for its public services and for !;he private sector. Similarly, in 

East Paki.stan and Jamaica, the field projects are directed towards the 

strengthening and upgrading of the capacity of existing survey departments through 

provision of n;odern equipment and in-service training. 
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352. From the promotion of national efforts in the exploration, development and 

utilization of natural resources, it appears that priority action is needed in 

the establishment or strengthening of administrative and technical services. 'rhe 

two key aspects of such services are the establishment or strengthening of an 

appropriate institutional framework geared to a particular resource or resources 

and the supply of competent personnel to carry forward and develop further the 

information and momentum generated by initial field projects. 

353. While it is desirable that countries should equip themselves with adequate 

organizational and technical services for resource development activities, 

experience has shown that it takes considerable time for the small and newly 

independent countries to achieve the minimum standards in this field. Even if 

these countries are in the position to set up such services on a skeletal basis, 

it is not easy to acquire the skills and technology on the scale needed for an 

effective :progran:rne of exploration and development of resources-- United Nations 

assistance can be most effective in providing the necessary technical support 

drawn from the accumulated variety of experience in the world community for the 

benefit particularly of small developing countries. 

354. One of the most important factors which has tended to hold back the 

development of non-agricultural resources has been the lack of a comprehensive 

and practical legislation conducive to their effective exploitation and use. The 

United Nations has made considerable efforts through its research and operational 

activities in the promotion of the enactment of modern codes in several developing 

countries. 

355. The operational projects in mineral survey and exploration have brought about 

a vital understanding of the importance of a practical legal framework as the 

starting point for the creation of a dynamic mining industry. Obviously, efforts 

to discover new deposits, or c;o evaluate those already known, could hardly be 

regarded as pre-investment, unless there is a favourable climate for subsequent 

investment. 

356. The work on mining legislation and the assistance thereto varies from country 

to cour:try depending upon local conditions. It often involves a comparison Hl.th 

legislation in other countries with a modern mining code. Luring recent years, 

assistance in mining legislation has been extended to many countries, notably 
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Burrr.a, the Democratic Republic of the Congo, Costa Rica, Ethiopia, Guatemala, 

Honduras, Kenya and Malaysia. Assistance is also being provided to Liberia, Libya, 

the Philippines and Zambia. 

357. Whereas mining legislation in many countries covers hydrocarbons, separate 

laws for petroleum are enacted in a number of countries. Assistance has been 

given to Malta as well as to Trinidad and Tobago in drafting legislation and 

regulations pertaining to the exploration and development of hydrocarbons. Other 

developing countries have received advice on specific legal problems such as 

rules governing concessions and the establishment of national power authorities. 

358. In the field of water resources, a specialist in water legislation surveyed 

water law problems in Guyana and drafted a comprehensive water code for that 

country. A technical assistance mission studied organizational and legislative 

problems related to the development of the water resources of Jamaica and prepared 

a report for the Government on water organization, administration and legislation, 

including a preliminary review of Jamaican water laws. In Afghanistan, a 

comprehensive institutional support project includes a review of existing water 

legislation and the preparation of a national water code. 

359. The planning and management of basic natural resources - minerals, water and 

energy - are of particular importance to developing countries. A growing 

proportion of the efforts in the United Nations is being devoted to problems of 

resource system planning and to over-all management problems, particularly in the 

fields of energy and water resources. In minerals a systematic approach to the 

identification, exploration and development of resources has been felt to be a 

necessary strategy for speedy development. 

D. Applied research and training activities in the development 
of non-agricultural resources 

360. The twin objectives of transfer of new technology with practical applications 

to aeveloping countries and the imparting of traininG to national personnel are 

reflected in the various studies) research, seminars and conferences organized 

by the United Nations. First, tLere are technique-oriented studies and seminars. 

T·his category includes analyses of techniques of mineral exploration, methods of 

petroleum exploration, small-scale power generation and water desalination. 
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Very often these studies reflect a techno-ec:Jn:Jmic approach combining econo!llic 

with technical considerations. For example, L,he study on small-scale power 

generation reviews thG up-to-date methods of ~KJi<'er production and provides 

guiding principles fo:r the selection of power plants in areas not covered by -~he 

transmission grids. 

361. The study and puOlication programme has empi.1asized over the years those 

areas in VJhich ne\v Gc:>-chnology is .. merging and in ·uhich -'che limited resources of 

the United Nations could make a use.ful contribu.ticm. 1l1he accent on specialized 

and newly emerging fieL~s) SLlc;_l as water desal.im:rCion? oil shale utilization ancl 

geothermal e::1ergy, has not bee a at the expense' :::_if those res:::)urces which still 

occupy a predominant place in -Ghe resource neecJ.s and requirements of developing 

countries. In respe~~·L-:. of conventional resources:; attentton is being focus _,c. 
on selected. areas of nel·l technology which makes conventional techniques 

obsolete or uneconomical> for example techniques of rrrineral exploration or ore 

concentration. 

362. In addition to the various techno-economic studies and seminarsJ the 

United Nations has conCJ.ucted developcJ.ent-orienteO analyses of specific resouT=:.es; 

for example, the earliel~ Gurvey of 'dorld iron---o:re :rcr-1ources is nO\-l revised anC 

updated. In accordance \Fit;h the stress placec: by the Economic and Social Council 

on the value of such resources-oriented. st.udieG-' the activities of the 

United Nations will cont-.inue to be directec1 to1-mrCis the preparation of individual 

resources development Ql'Oi'iles. 

363. A~1other categor~r o:L s-i:;udies relates to planr:ing and policy-CJriented aspec·Cs. 

Experience has der~wnst.rated that ne\·Jly ind.ependeGt countries 1-1hich are in the 

initial stages of resources developlnent can :na\:e _:;cod use of studies throwing 

light on critical policy issues concerning the :cat;ional developmen-t of thelr 

natural resources. :examples of this are provic~ecJ by the studies in this fielC 

of energy policy and a study on policies an:) prc:ible:ns of mineral development,~/ 
which deals mainly 1-1ith questions of JUidinz p:rinciples, .policy options_.~ 

agreements concerning j::YirrG ventures and att.icudc;Lo tOTtJarcls forei~_;n investmenl; 

~I Mineral Resources De~Jelop!:n.cnt Hi ·Lh Particular Heference to Developing 
Countries (Ut1ited NaLions pubHcation, Sdes No.: E.70.Il.B.3). 
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in the clevelopment of ::r1inernl resources; as V..1ell as 1-.'ith legislative stipulations 

relating to mineral ri~:;hts; questions of Government revenues from mineral 

resources development; aL1c""1 legislative guidelines. 

364. Silnilarly ~ a panel of expsrt.s em ~va ter resources development policies 1-·Jas 

recently convened i11 BL'.E~1:JS Aires 1 Argentina) in order to pi'OVide an interna-c.ional 

and interdisciplinary fo:ruln of expert policy :nake:i."S to discuss and, in due course) 

to pr2pare a report on the new and pressing issv_cs of water policy J taking into 

consideration different hycJ.l·ological social) econcllTric and political conditions 

in various countries J I··Titl1 special reference tJ condit"lons and problems in 

developing countries, 

E. Approaches to the development of notJ.-agricultural resources 

365. The accumulateO ex:.,1erience in the Uc1i ted Nations in handling operat-ional 

projects has revealed. -t_-,~K' usefulness of a variel.y of approaches. In almost all 

projects) the technical elements are combineO with economic evaluations so tha-~ 

a sound. and practical basis i:'or resources develo~J!J1ent is laid. out. The various 

:fielO surveys and fielcl activities have been i_jOVel'ned by practical economic 

approaches. 

366. ~rbe United Natio11s has att.e~npted to adop-GJ ~-;l1erever possible 1 an inter

disciplinary approach in the Oevelopment of :cesouJ.'ces; for example 1 in the field 

of vmter res:Jurces developr::1ent) use has beel1 ~-DaDe of eoglneersJ hydrologists 

and economists as well as geologists, sociolo[;is-L.s, la1-1yers, public administration 

expeJ'"i~s;. chemists and physicists, so that the specic.lizecl. knmvled-3;e and experGise 

of various related disciplines could be brougb-G Go bear on major problems. 

367 ~ Similarly.:- it has been found useful to combine various aspects of resources 

develop:aent in a sinc;le project~; for example;~ o nLniber of mineral surveys have:: 

included gr:::mnd-water cle:o1ents; as in Cyprus, I·/Io.c;a:J:ascar, Togo and Upper V::")lta. 

There are other pro~lects 1.1hich cort~bine mineral exploration "iith the exploration 

of enel"gy sources 1 thus pe:cmitting an inte:rseci:.::n~al transfer of techniques. 

For example, techniques of o:i.l finding have alsCJ been found useful for geotherm.al 

exploration. 

368" Furthermore 1 there have been a number of projects promoting au integratecl 

concept of area developme:1t. 111he crux of this approach is to combine a set of 
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mutually supporting activities in the field of :uineTals, energy, water a ad 

other resources of a ~siven resion or area. For e:xa~,,_ple) in the development of 

1NBter resources, efforts have been made to pro~m:rt.e the concept of integTated 

river basin development "hich includes such diverse fields of development as 

hydropov.1er_, flood control_. river navigation; hyclrology, minerals and ground-\va-Cer 

development. The concept of integrated river basin development aims to achieve 

the best co-ordination of the spectrum of possibilities of development of a 

given basin and includes full consideration of -::;echno"economic as well as legal 

and administrative aspects" 

369 o Sornetimes it has been useful to adopt a ~-:J.LJ_ltipronged approach; for example J 

a number of natural resources survey projects contain bu.ilt-in elements of 

trainin3 of national pe:tsonuel, streng-thenin3 aCicilinistrative and institutional 

structures and transferring new technolo3y th~tough the supply of scientific 

equipment etc 0 

370. In its field operations, the United Naticus has made flexible use of a 

variety of sources of assistance o Very often a pre ,investment assistance is 

preceded by the p:covision of technical advice unC:!er the regular programme of 

technical assistance and then follm;ed up b)' t;;1e provision of technical 

assistance experts wo:cking 1r1ith the counterpart nationals. In s orne cases_) 

financial advisers have been provided after field assistance has ended, 

371. There are also several examples of concerced action with bilateral and 

multilateral agencies.; for example, the Geological Survey Institute, Iran; which 

bas been considerably assisted by the United Nations, "as able to draw upon 

s~,.,~iss anc; French assistance il'l its mapping anc: ·.:ineral exploration programmesJ 

respectively. 

372. In c::mclusion, it; may be stated that whenever success is achieved in the 

operational activities of' the United Nations, t'.; is attributable, to a 

considerable extent, to -che use of new techniques and elements in the framei.J:Jr~\. 

of a complementary and interdisciplinary approach combining multinational 

experience and expertise. The development of nc-n-agr1cultural resources lencl_s 

itself to a host of alternative ·techniques dra~,;n from various disciplines. In 

view of the dynamic technical changes that are continuously taking place, 

interdisciplinary approaches are found to yield mCJre potent benel its than do che 

narrow specialized approaches followed hitherto. /. .. 
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List of UNDP (Special Fund) projects in the field of 
natural resources executed by the United Nations 

from inception to June 1970 

Country 

Afghanistan 

Argentina 

Bolivia 

British Solomon 
Islands Protectorate 
(United Kingdom) 

Burma 

Burundi 

Cambodia 

Central African 
Republic 

AFG 4 

AFG 18 

ARG 12 

ARG 13 

ARG 23 

ARG 31 

ARG 35 

BOL 6 

BOL 8 

BOL 10 

BOL 14 

BOI, 27 

UK 36 

BUR l 

Bl'R _5 

BUR 13 

BDI 5 
CAN 10 

CAF ll 

Project 

Ground-water Investigation 

Establishment of a Water Management 
Department 

Mineral Survey of the Andean Cordillera 

Ground-water Research in the North-west 

Investigation of Porphyry Copper Type 
Mineralization in the Provinces of 
Mendoza, Menquen and San Juan 

Improvement of Navigation on the Parana 
River 

ltineral Exploration of the North-west 
Region 

Pilot Mineral Survey of the Cordillera 
and Altiplano 

Mining and Metallurgical Research 
Institute 

Centre for Petroleum Development, 
Santa Cruz 

Ground-water Survey in the Altiplano 

Survey of the Mutlin Iron Ore and 
!>!anganese Deposits 

Aerial Geophysical Survey 

Survey of Lead and Zinc Mining and 
Smelting 

Hu River Irrigation Survey 

Development of the Sittang River Valley 

Nineral Survey 

Strengthening the Directorate of 
Electric Power 

Investigation of Limestone Deposits 
at Fatima 

I ... 



Country 

Ceylon 

Chile 

China (Taiwan) 

Colombia 

Congo (Brazzaville)~ 
Congo (Democratic 

Republic of) 

Costa Rica 

Cyprus 

Dahomey 

Ecuador 

Symbol 

CEY ll 

CHI 2 

CHI 16 

CHI 20 

CHI 28 

CHI 35 

CHA 3 

CHA 17 

COL 33 

CON(B) 6 

CON(K) 14 

cos 2 

CYP 2 

DAR 4 

ECU ll 

ECU 15 

ECU 26 

Project 
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Institute of Surveying and Mapping, 
Diyatalawa 

Mineral Survey 

Mineral Resources Survey of the Province 
of Coquimbo 

Survey of Geothermal Development in 
Northern Chile 

Detailed Mineral Investigation of 
Selected Zones in Atacama and 
Coquimbo Provinces 

\'later Resources Development in Norte 
Grande 

Hydraulic Development Projects 

Comprehensive Hydraulic Development 
Survey of the Choshui and Wu Basins 

Development of the Choc6 Valley: Phase I. 
Surveying and Mapping 

Mineral bxploration in the South-west 

tlineral Resources Survey in the Bas-Congo 

Ground-water Surveys in three selected 
areas 

Survey of Ground-water and Mineral 
Resources 

Strengthening the Geological and Mining 
Service 

Survey of Hydrological Resources of 
Manabi Province 

Surveys of Metallic and Non-metallic 
11inerals 

Survey of Hetallic and Non-metallic 
Minerals (Phase II) 

~ Now !mown as the People 1 s Republic of the Congo. 

I ... 



i\/Bos£J 
English 
Page 148 

El Salvador 

Ethiopia 

Gabon 

Greece 

Guatemala 

Guinea 

Guyana 

Honduras 

Iceland 

India 

.Symbol 

ELS 2 

ELS 3 

ELS 4 

ELS 8 

ETH 17 

ETH 26 

GAB 7 

GRE 23 
GUA 8 

GUI 1 

GUI 12 

GUI 5 

GUY 5 
GUY 8 

GUY 11 

RON 1 

ICE 1 

IND 20 

IND 15 
IND 22 

IND 47 

IND 49 

Projec_l:_ 

Ground-water Survey of the Metropolitan 
Area of El Salvador 

Assessment of Mineral Deposits in the 
North 

Survey of Geothermal Resources 

Survey of Geothermal Resources (Phase II) 

Mineral Surveys of Two Selected Areas 

Investigations of Geothermal Resources 
for Power Development 

Mineral Exploration in Eastern Gabon 

Power Development Planning 

}!ineral Surveys in Two Selected Zones 

Resources Development Survey 

National Mineral and Geological Centre, 
Conakry 

Preliminary Investigation of !1ount Nimba 
Iron-ore Deposits 

Aerial Geophysical Survey 

Power Development Survey 

Mineral Survey (Phase II) 

Investigation of Mineral Resources 
in Selected Areas 

Survey of Hydroelectric Power Development 
in the Hvita and Thjorsa River Basins 

Survey of Potential Hydropower sites 

Cavitation Research Centre, Poona 

Institute for Petroleum Exploration, 
Dehra Dun 

Assistance to the Survey of India for 
Pre-investment Surveying, Mapping and 
Training 

Ground-water Surveys in Rajasthan and 
Uttar Pradesh 

I ... 



Country 

India (cant' d) 

Indonesia 

Iran 

Israel 

Ivory Coast 

Jamaica 

Jordan 

Kenya 

Kuwait 

Lebanon 

Liberia 

Symbol 

IND 58 

IND 63 

IND 64 

IND 98 

INS 21 

INS 27 

IRA l 

IRA 28 

ISR 16 

IVC 4 

IVC 14 

IVC 19 

JAH 4 

JOR 4 

JOR 12 

JOR 21 

KEN 4 

KUW 2 

IEB 7 

LIR 9 

Project 
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Ground-water Investigations in Hadras 
State 

Institute for Petroleum Exploration, 
Dehra Dun (Phase II) 

Mineral Development in Madras State 

Ground-water Investigations in Hadras 
State (Phase II) 

Off-shore Exploration for Tin and Tin 
Oredressing Research 

Institute of Hydraulic Engineering 

Geological Survey Institute 

Geological Survey Institute (Phase II) 

Electrodialysis Pilot Plant, Hashabei 
Sade 

Hineral Survey in the South-west 

Assistance to the Geographic Jnstitute 
of the Ivory Coast 

Hineral Survey on the South-west 
(Phase II) 

Assistance to the Survey Department 
of Jamaica 

Ground-water Survey of the Azraq Area 

Establishment of a Hineral Exploration 
Unit 

Phosphate Exploration and Beneficiation 
Studies 

Hineral Resources Survey in Western Kenya 

Water Resources Centre, Kuwait City 

Ground-water Survey 

Mineral Survey in the Central and Western 
Regions 

I ... 
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Madagascar 

Malaysia 

Mali 

Mauritania 

Mexico 

Morocco 

Nepal 

Nicaragua 

Niger 

Nigeria 

Pakistan 

Panama 

Symbol 

HAG 3 

MAG 19 

MAL 7 
ELI 7 

MLI 5 

MAU2 

MAU 4 

MEX 4 

!'lOR 16 

NEP2 

NIC 3 
NIC 8 

NER 10 

NIR 19 

PAK 7 

PAK 15 

PAN 1 

PAN 4 

PAN 17 

Project 

Surveys of the Mineral and Ground-water 
Resources of Southern l1adagascar 

Preparation of a Power Development 
Programme and Related Training 
Activities 

Surveys of the Labuk Valley 

Strengthening Government Services for 
Ground-water Exploration and Development 

Investigation of the Selinguf Dam 
Site on the Sankarani River 

Establishment o: a Ground-water Service 

Strengthening of the Geological Service 
and Mineral Exploration 

Survey of Hetallic Mineral Deposits 

Potash Exploration in the Khemisset 
Basin 

Hydroelectric Development of the Karnali 
River 

l1ineral Survey 

Ground-water Investigations in the 
Central Pacific Coastal Region 

Mineral Exploration in Two Areas 

Aeromagnetic Survey of ~linerals in the 
North-west 

Mineral Survey 

Strengthening of the Dacca Sranch of 
the Survey of Pakistan 

Water Resources Survey of the Chiriqui 
and Chico River Basins 

Mineral Survey of the Azuero Area 

Mineral Survey (Phase II) 

I ... 



Country 

Paraguay 

Philippines 

Poland 

Rwanda 

Senegal 

Sierra Leone 

Somalia 

Sudan 

Swaziland 

Togo 

Trinidad and Tobago 

PAR 12 

PAR 16 

PHI 9 

PHI 13 

PHI 19 

FOL 4 

FOL 9 

RWA 6 

SEN 4 

SEN 7 

SIL 9 

SOM 4 

SOM 14 

SUD 28 

SUD 42 

fMA l 

TOG 4 

TOG ll 

TRI 6 

Project 
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Navigation Study of the Paraguay River 
South of Asunci6n 

Investigation of Ground-water Resources 
in Central and North-western Chaco 

Institute of Applied Geology, Manila 

Survey of Coal Resources in Mindanao 

Feasibility Survey for the Hydraulic 
Control of the Laguna de Bay Complex 
and Related Developmental Activities 

Sub-surface Exploration for Potassium 
Salts 

Planning the Comprehensive-Development 
of the Vistula River System 

Mineral Survey 

Mineral Survey 

Vuneral Resources Survey (Phase II) 

Strengthening of the Sierra Leone 
Electricity Corporation 

Mineral and Ground-water Survey 

Mineral and Ground-water Survey (Phase II) 

Mineral Survey in 'J:'hree Selected Areas 

Strengthening the Topographical Survey 
Division 

Aerial Geophysical Survey 

Survey of Ground-water and Mineral 
Resources 

Ground-water Exploration in the Coastal 
Region 

Seismic Survey in the Marine Area 
between Trinidad and Tobago 
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Country 

Tunisia 

Turkey 

Uganda 

United Republic of 
Tanzania 

United Arab Republic 

Upper Volta 

Yugoslavia 

Zambia 

TUN 10 

TUN 28 

TUN 24 

TUR 17 

TUR 32 
UGA 3 
UGA 5 

TAN 5 

UAR 56 

UPV 4 

UPV 6 

UPV 10 

YUG 6 

YUG 7 

ZAM 9 

Project 

Mineral Investigation of the Foussana 
Basin 

Intensification of Ground-water 
Exploitation in Northern and Central 
Tunisia 

Survey of the Gafsa Basin Phosphate 
Industry 

Geothermal Energy Survey of Western 
Anatolia 

Mineral Exploration in Two Areas 

Aerial Geophysical Survey 

Karamoja Ground-water Survey 

Mineral Exploration of the Lake Victoria 
Goldfield 

Assessment of the Mineral Potential of 
the Asuan Region 

Mineral and Ground-water Surveys 

Feasibility Surveys for Mineral 
Development in the North-east and 
Associated Transport Factors 

Hydrological and Railway Studies in 
connexion with Hineral Development 
in the North-east 

Studies of the Regulation and Control 
of the Vardar River 

Regulation and Management of the 
Sava River 

Detailed Mineral Exploration 'tlest of 
Broken Hill 

I ... 



Countries 

Dahomey, Togo 

Cameroon, Chad 

Gambia, Senegal 

Guinea, Mali, 
Mauritania, Senegal 
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Africa, regional projects 

REG 28 

REG 33 

REG 53 

REG 60 

REG 52 

REG 80 

Project 

Integrated Basin survey of the Hono 
River 

Electric Power Development Survey 

Feasibility Study for the Diversion of 
the Logone River Floods 

Hydrological and Topographical studies 
of the Gambia River 

Feasibility Survey for the Regulation 
of the Senegal River 

Design of System of Water Hanagement 
in the Upper Senegal River Catchment 
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II. REGIONAL ECONOMIC Cm1MISSIONS 

A. United Nations Economic Commission for Asia and the Far East 

373. The United Nations Economic Commission for Asia and the Far East (ECAFE) 

and its subsidiary bodiesi such as the Committee on Industry and Natural Resources 

and the Regional Conff:;rcnce on VJater Resources Development, and their supporting 

technical bodiesi have been active in promoting the principle of permanent 

sovereignty over natural resources. 

l ~ lvJincral and energy resources 

374 .. As far back as April 1953, the Regional Conference on Mineral Resources 

Development, held at Tokyo, Japan, under the sponsorship of ECAFE, noted that 

1;hile all the countries of the region were interested in ensuring the efficient 

exploitation and utilization of their mineral resourc12s, regulations governing 

the development of these resources varied from country to country. The Conference 

considered that if those regulations were studied carefully by an expert body, such 

as the ECAFE Sub-Committee on Mineral Resources Development, the participating 

experts 11ould benefit by the experience of others and would be able to recommend 

to their respective Governments suitable amendments to existing laws and 

regulations. Appropriate laws and r~gulations ;10uld give foreign and domestic 

private investors a clear idea of the conditions under v1hich they could invest 

in the countries of the region. The Conference therefore recommended that the 

ECAFE secretariat should compile existing regulations governing mineral development 

in ths· region. This recommendation, which vms unanimously approved by the ECAFE 

Committee on Industry and Trade at its sixth and seventh sessions, and the: 

Commission at its tenth and eleventh sessions, resulted in tbe publication of a 

study on mining legislation, Hi th special reference to Asia and the Far East/:..! 

in 1957. 

375. Subsequently the ECAFE Sub-Committee on Mineral Resources Development, at its 

sixth session held at Bangkok in 1966, drch' attention tc the many revisions and 

amendments that had been made to mining 1m's in some of the ECAFE countries since 

Survey of Mininc Legislation, 11Hineral R.::sources Development Series, No. 9" 
(United Nations publication, Sales No.: 57 .II .F .5). 

I ... 
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the publication Jf the aforementi.:med Eurvey of mining legislation in 1957. In 

Jrder to bring the survey up to date, the Sub--Committee requested the secretariat 

to c::msider c·:mvening a seminar on mining legislation and administration which 

would include the administrative aspects of improving conditions for the developnent 

Jf mineral resources (other than Jil, gas and radio-active minera.ls ); the 

seminar would als:J provide an 0pp.ortun ity fJr an exchange of experience in that 

field among the ECAFE countries. 

376. The ECAFE CJmmittee on Industry and Natural ReEources, at its nineteenth 

sessi:m held at Bangkok in 1967, end:orsed the propoEal. It was p:ointed Jut that 

changing situations required that cxioting laws shJuld be subject tJ review, 

particularly· ;1ith the object of providing favourable c,onditiJns fJr enc:mraging 

activity in the private sect~r and attracting risk capital f~r expl:Jrati:m 

ventures, which were ;often bey:md the financial means and technical capacity =>f 

the devel:,ping nun tries. The C Dmmission, at its twenty-third session (1967 ), 

agreed with the C:>mmittee' s vie;1s and end:orsed the recJmmendation calling f::>r 

early c·::mvening .::>f the seminar. 

377. Taking int" c:msiderati:on the f:>regoing rec:ommendations and the kind offer 

:of host facilities by the G:JVernment :of the Philippines, the seminar was held at 

Manila frJm 16 t~ 23 OctJber 1969. The Office of Legal Affairs of the Secretariat 

.Jf the United Nations undert:>ok the preparation C!f a summary entitled "The 

mining laws in the ECAFE area" (I and NR/ML.l/34), which was submitted as a 

background document at the seminar. The seminar recJmmended that the document 

shJuld be br::mght up to date and expanded to cover all the c:mntries in the 

region and t::> include data and informatiJn on the rates of royalty, surface rent 

and Jther sDurces :of Government revenue. The document was then tJ be c:mtained 

in the rep:ort of the seminar (E/CN .lljl and NRjL. 90), for it would pnvide very 

valuable reference ini'Jrmatbn, nJt only f:or G:overnment authorities reappraising 

their mining legislatiJn but also for private enterprises cJnsidering investment 

in mining in the regiJn. 

378. The seminar observed that m:ost :Jf the mining laws 0f the countries :of the 

region unb:old the principle that all minerals bel:mg to the State, which should 

exercise its SJvereignty in the disp:Jsition Jf these res::ources. At the same time, 

the Beminar CJnsidered that adequate pr.)vi::i·:m sh:Juld be made in mining lav1s t:J 

ensure that leaseh::olds could be developed tJ the ::optimum extent warranted by 

reserves and markets and in a scientific and wJrkable manner. It was essential to 

I ... 
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avoid mining legislation that ·\IJould become a deterrent :.o mineral exploration and 

development. The need to adopt modern technology in all phases of mineral 

development \'laS emphasized~ It ~~'as pointed out that, under any political 

philosophy, Governm2nt initiative \P/as important for the maximum utilization of 

mineral resources in the national interest; if the intention was to attract private 

investment ln mining development, a sympathetic attitude on the part of the 

Government was highly dc"sirable. 

379. \Vi th regard to petroleum resources, ECAJ;"E has convened four symposia since 

1958 on the development of petroleum resources in Asia and the Far East. The 

fourth symposium was held from 27 October to 10 November 1969 at Canberra, 

Australia. Among other matters, the symposium attached particular attention to 

off-shore potential, and noted that there was a lack of adequate legislation 

to cavern and control activities in that field in many countries of the ECAFE 

region. It accordingly recommended that the ECAFE secretariat consider organizing 

a seminar on petroleum legislation similar to the seminar on mining legislation 

held at !1anila. 

2 \oiater resources 

380. The objective of the ECAFE Division of VIater Resources Development is to 

promote the develo:;;Jment of Mat8r resources in the region based on the concept of 

comprehensive, multiple-purpose utilization and conservation of water resources 

including flood Control, irrigation 
1 

drainage, hydro-power S8llETation, navigation, 

vJater supply, \\rater and soil conservation and pollution control. In pursuance of 

this objective~ the Division has divided its ,,mrlc into ;four main proj~cts; 

(l) the planning and development of water resources; (2) the development of 

international rivers; (3) flood control methods; and (4) hydrology. In order to 

help the cou~tries of the region to formulate sound policy decisions concerning 

the ~lanning ar1d development of water resources~ the Division hcs published 

studies on Hater legislation in the ECAFE region and is working ~n a manual for 

th~ preparation of a water code, the first craft of lihich is expected to be 

completed by mid-1971, 'The manual itself will be issued in 1973 or 1974. 

I . .. 
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United Nations Economic Comr.1ission for Latin America 

381. In all the studies of the United Nations Economic Com!'lission for Latin America 

(ECLA), great importance is attached to the use of natural resources with a view 

to accelerating the economic grm1th of the Latin American countries. The ECLI\ 

Natural Resources and Energy Programme, in pursuance of several of the Comr,-;ission 's 

resolutions - 99 (VI), 154 (VIII), 165 (VIII), 166 (VIII) and 204 (IX) - and within 

the limits of available means, carries out the- followint; 111ain tasks: 

(i) Since 1957, a joint group of ECLAJOTC;\vMOjWHO experts has been 

undertaking a preliminary examination of water resources in Latin America, 

and of their present and future utilization in so far as possible for 

multiple purposes., such as energy l irrigation and 'JJatcr supply, taking 

into account other factors, such as land reclamation, drainage and other 

b~mefi ts arising from the construction of such vJOrk.s and the use of 

water 0 At the request of Latin Ar::1erican Governme·nts 
1 

this same group of 

experts has also provided technical, economic, legal end institutional 

assistance on the usc of water~ 

(ii) The joint group of experts has promoted and organized numerous seminars 

and international meetings on planning a_YJ.d economics dealing \riJi th 

electric energy and collaborates "ith the Comision de Integracion 

Electrica Reg,ional in its Hork. 

(iii) The joint group of ex}rerts has also organized a seminar on the petroleum 

industry in Latin America for the study of aspects of the policies 

adopted in the region and their consequences. 

(iv) Systematic studies arc being carried out on the evolution of the mining 

and energy sectors (mainly electricity and hydrocarbons), the results 

of 1.rJhich are being included in the annual economic surveys of Latin 

America ;oublished by the United Nations, and in special reports to help 

Governments formulate their policies on a ro.tional basis. 

382. 'lith a group of regional exDerts (ECLA/OTr,;vmo;;mo), ECLA plans to assist the 

Latin American countries in the preparation of studies by ret;ion and river basin 

on the availability anJ present and future utilization of Hatec- and other natural 

r<::sourccs ~ in the 'o'J'ider context of integral regiona-l Uevelopment at the subnational 

(regions within a country) and interregional (frontier areas 1 groups of countries 

etc~) levels. A study of this nature is being carried out in Santa Cruz (Bolivia) 

v1ith the collaboration of the Inter-American D cvelopment BaDk (I DB) as part of a 

project in the R:lo de La Plata basin. ; ... 
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III. INTERNATIONAL BANK FOR RECONSTRUCTION 
AND DEVELOPMENT 

333. The International Bank for Reconstruction and Development (IBRD) has provided 

the developing countries with the following assistance: 

IBRD LOANS CLASSIFIED BY PURPOSE AND AREA 
FROI~ 1 APRIL 1947 TO 31 DECEMBER 1969 

Initial commitments net of cancellations and refundings 
in millions of US dollars 

Electric p"wer 

Transportation 

Railroads 

Furpose 

Ports and waterways 

Roads . . 
Pipelines 

Agriculture, forestry, fishing 

Farm mechanization • 

Irrigation, flood control 

Land clearance, farm improvements 

Crop processing, storage 

Livestock 

Forestry and fishing 

Agriculture credits 

Smallholders, plantations 

. 

\iestern 
hemisphere 

2,099-3 

909.6 

193-5 

45.3 

647.5 

23.3 

427.2 

3.4 

110.1 

9.0 

0.3 

162.3 

5·3 

131.3 

Africa 

505.0 

331.1 

33'3 .0 

16'3 .l 

225.0 

50.0 

136.1 

s.o 
'31.0 

13.7 

0.4 

5-3 

5.3 

42. '3 

27.6 

Asia + 
MiT-"East 

364.4 

1,643 .o 
694.1 

161.9 

750.0 

37-0 
496.0 

9.0 

416.3 

32.3 

2.0 

4.4 

14.5 

17.5 

; ... 
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IDA CREDITS CLASSIFIED BY FURPOSE AND AREA 
FRCM l APRIL 1961 TO 31 DECEMBER 1969 

Initial commitments net of cancellations and 
refundings in millions of US dollars 

Electric pm;er 

Transportation 

Railroads 

Purpose 

Ports and "ater~,ays 

Roads 

Pipelines 

Agriculture, forestry, fishing 

Farm mechanization • • 

Irrigation, flood control 

Land clearance, farm improvements 

Crop processing, storage 

Livestock 

Forestry and fishing 

Agriculture credits 

Smallholders, plantations 

• 

.• 

.• 

.• 

. 

liT estern 
hemisphere 

26.4 

77.3 

Africa 

10.0 

223.5 

26.6 

31.7 

7.·9 

1.3 
20.6 

5·3 

Asia + 
Mid-East 

30.3 

432.3 

311.3 

25.6 

145.4 

19.2 

73 .o 
17.5 

I ... 
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Country 

Costa Rica 

Tunisia 

Turkey 

Country 

Afghanistan 

Afghanistan 

Bolivia 

Brazil 

Cameroon 

Cameroon 

Ceylon 

Chile 

China 

Colombia 

Congo'.:./ 
(Brazzaville) 

Ecuador 

Ecuador 

Honduras 

India 

I • IBRD TECHNICAL ASSI.3TANCE GRAliTS 

A. Pro,jects in proRress 

Pro,ject Approved 

Feasibility Study of Ports 
of l~oin and Puntarenas • 1967 

RevieVI :>f Hater Development 
Projects in Northern 
Tunisia • • • • , • , • • 1969 

Assistance for Reorganization 
of' Pe>1·1er Industry • • • • 1965 

B. Completed projects 

Title 

Irrigation Study of' Kunduz-
Khanabad River Basin •• 

High~<ay l~aintenance Study 

Rail.my Operations Study • • 

TransDort Survey (Phase I)~/ 
Road Studies • • . . . 
Cocoa Rehabilitation Study 

HighV~ay Study 

HighV~ay Study 

Transp:>rtation Survey 

Trans(l:>rt Study . . . 
Road Feasibility Stuo.y 

Transportation Study • 

Assistance to Institute e>:C 
Electrification 

Puerto Cortes Study 

Coal Transport Study 

. .• 

Approved 

1965 

1966 

1961 

1965 

1964 

1964 

1967 

1965 

1963 

1961 

1962) 
1964) 

1961 

1963) 
1964) 
1964) 

Amount of 
grant 

200,000 

150,000 

1,950,000 

Completed 

1966 

1963 

1962 

1963 

1966 

1965 
1969 

1967 

1964 

1962 

1964 

1964 

a/ Action on stage II undetermined, pending Government action. 
b/ Phase II being financed by UNDP. 
£/ No" knmm as the People's Republic of the Congo. 

Status of' 
field '•ark 

ConF>leted 

In progress 

Completed for 
stage I ~/ 

Am:>unt of' grant 

350 ,ooo 
155,000 
43,000 

1,500,000 
200,000 

120,500 
200,000 
210,000 

250,000 

1'37, 500 

1'35,000 

340,000 

( 120 ,ooo 
( 100,000 

'32,000 

( 750,000 
( 100,000 
( 12,273 

j ... ~ 



Country 

India 

India 

Iran 

Iran 

Liberia 

Malagasy 
Republic 

Malaysia 

Morocco 

Nepal 

Nicaragua 

Niger 

Nigeria 

Nigeria 

Pakistan 

Peru 

Peru 

Republic of 
Korea 

Somalia 

Sudan 

Zambia 
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B. Completed )l .. _, · :>.:i:G ( c:mtinued) 

Title 

Eastern Region Transport 
Survey ••• 

Feasibility Study of Hooghly 
River Crossing •• 

Assistance to National 
Electricity Authority 
(terminated by Bank) 

Port AciJninistrati~n 
Reorc;anization Study 

Oil Palm Feasibility Study 

Port of Tamatave Study • 

Assistance to Jerantut 
(Jenc;ka) Triangle Land 
Development Scheme • • 

Reorganization of Public 

. . 

Services for Agriculture 

Transport Survey • • • 

Feasibility Study of 
Expansion of Port of Corinto 

Road Maintenance Study 

Road Programme in Northern 
Nigeria • . . • • 

Eastern Nigeria Road 
Development Study 

East Pal:istan River Ports 
and 1.:aterways Project 

High1>JaY and Transport 
Commission Study • • • 

Road Feasibility Studies 

Transport Survey • • . . . . 
Engineering Study of Port :Jf 

Mogadiscio . . . . . . . . 

Revim; of the Gezira 
Irrigation Scheme 

Transport Study 

. . 

Approved Completed Au:ount of grant 

1963 

1964 

1964 

1964 

1963 

1966 

1964 

(235,000 
( 50,000 

n6,ooo 

750,000 

39,000 

36,ooo 

507,000 

196,000 
100,000 

175,000 

34,000 

125,000 

375,000 

950,000 

175,000 

300,000 

~-17,000 

375,000 

4oo,ooo 
140,000 

; ... 
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II. II'A TECHNICAL ASSISTANCE CREDITS 

Country 

Congo 
(Democratic 

Pro,ject 

Republic of) High,my Maintenance 
Programme .. • . . 

Pakistan 

Republic of 
Korea 

Assistance to the 
East Pakistan vlater 
and Pm1er 
Development 
Authority ~/. 

Transport • , • • • • 

~~ Jointly "i th UNDP. 

Apnr:JVed 
Amount of 

credit 
$ 

Status of 
field w::>rk 

Final report 

6,ooo,ooo In progress Draft expected 
November 1971 
for technical 
assistance 
programme 

2,000,000 In progress Project 
scheduled to 
end 1971 

3,500,000 In progress Draft expected 
February 1970 



Country 

Ceylon 

Colombia 

East Africa 

Ethiopia 

Ghana 

Indonesia 

Kenya 

Kenya 

Morocco 

Morocco 

Nigeria 

Pakistan 

Spain 

Uganda 
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III. TECHNICAL ASSISTA}!CE INCLUDED IN IBRD AND IDA PROJECT 
LOANS AND CREDITS SIGNED IN FISCAL YEAR 1970 

Total 

Sector involved amount of Overseas Experts and I Feasibility 
loan credit training consultants- studies 
($ million) $ 

Power . . . . 21.0 4oo,ooo 

Livest~ck 

Development 1'3.3 100,000 376 ,ooo 

Ports . . . . 35.0 420,000 

Agricultural· 
Credit . 3.5 1,541,000 

Fisheries 1.3 40,000 

Pm·Jer . . 15.0 1,4oo,ooo 

Highways 23.5 120,000 

Forestry 2.6 54,,000 

Rharb Irrigation 46.0 200,000 

Highways 14.6 4oo,ooo 

High<mys 10.6 9'30,000 

Dacca Irrigation 0.'3 160,000 

Livestock 
Development 25.0 200,000 

Highways u.6 350,000 420,000 

Total 

4oo,ooo 

476,000 

420,000 

1,541,000 

40,000 

l,4oo,ooo 

120,000 

54,000 

200,000 

4oo,ooo 

9'30,000 

160,000 

200,000 

770,000 

r::.l This includes advisory services for management, accounting, finance, and 
training. It does not include supervisory services for project construction. 

I ... 
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IV o AFRICAN DEVELOPMENT BANK 

384. The African Develo~ment Bank (AfDB) has pr:JVided the following assistaacc 

to the developing c:Juntries: 

(a) Credits for the direct exploitation of agricultural, mineral 
and other natural resources 

l. Liberia- M·:mr::wia thermal power station (~tl,350,000) 

The project, consisting :Jf the installation of a 15 Mv caeacity gas turbine, 

"ell supplement the hydr:Jelectric supply from the Mt. Coffee dam, on the St o Paul 

River, 11hose flo•" is insufficient t:> feed the 35 MH hydr:>p:>wer stati:>n in the dry 

season. Total estimated cost is $1,500,000, :>f which the African Development Bank 

(AfDB) will finance $l,350,000, the remaining $150,000 being provided by the 

Public Utility A uttnrity. 

2. l'flalawi - transmission system ($3,000,000) 

The project consists :Jf the devel:Jpment of the Tedzani hydroelectric 

potential of the Sire River, thr:>ugh the installation of 2 x 8 I>IH hydropo"er 

generation units financed by IBRD/IDA and transmission lines and :other facilities 

financed by JI.:PDB. T:Jtal costs are estimated at $12,372,000, of <~hich IBRD \•!ill 

finance $5,300,COO, AfDB 11ill finance $3,000,000 and the G:wernment of lfialm1i ,,,ill 

finance the remaining $4,123,000. 

3. Morocco- transmission lines, Jerada- Zaer ($2,750,000) 

The pr:Jject c:Jnsists of the constru.ction of 505-l'm high voltage lines to 

transmit the electricity produced at the thermal station near the Jerada coal 

mines in the north t:J the consumption centreE in the \"est :Jf Morocco and ti::1e 

constructi:Jn of complementary facilities. The total estimated cost amounts to 

about $5,500,000, half of 11hich 1.,ill be provided by AfiB and the otter half oy 

the Government of Mor·:Jcco. The transmission system ·will permit the evacuation 

of the energy to oe generated at the Jerada thermal plant, 1Nhich will permit the 

exploitation of the :::>ther"vise n::m-~ommercial c.Jal deposits in the area.o 

j ... 
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4. Sierra Leone - extension of ~rmter supply and distributi::m. in the Greater 
Freet J\m Area ( $1, 500, 000) 

The pr:oject c:msists of increasing the capacity of the ,;ater supply and 

distribution system of the Guma Valley viater Cocwa, y from six to t"elve million 

gallons per oay. The project has an estimated t=>tal ccst of $2,135,000, of \lhich 

$1,500,000 ".vill be financed by an AfDR loan, the remainder being financed by the 

Company, in ~<hich the Governrrcent has a maj=>rity share totalling 95 per cent. 

(b) Credits for purposes closely linked to the exploitation, 
--e:Kploration and marketing of natural resources 

l. Kenya - constructi e>n :Jf two road links ( $2 300,000) 

The pr=>ject consists of upgrading, to bitumen standard, two sections ::>f 

international trunk roads: Athi River-1\arr:anga (eighty-four miles) and Eldoret

Tororo (seventy-three miles). The total estimated cost amounts to about 

$9 million and apart from AfDB' s loan of $2,300,000, the Agency for International 

Development of the United States CJf America is contributing $3,269,000 in the form 

of lean and grant and the Government .Jf Kenya is meeting the remaining expenses. 

\lork started in September 1967 and is scheduled for completion in 1970-1971. 

Tbe Athi River-Naeianga Road area p·::)Ssesses p·:Jtential for tourism expansi::m_, 

cattle production and sisal cultivation, and its exploitation will be facilitated 

by lo11er transport costs. The improved r:oad also 1o1ill better serve the sCJda ash 

VJ.Jr~s at Lake V..agadi. The same h:Jlds true for the Eld·Jret-Toror:J Road, 1-Jhich 

crosses an agricultural area in ~which TvJood aGd sisal pr:Jcessing plants are 

planned and mineral deposits are kn:J'WD to exist. 

2. Tunisia- Mecl,ierda irrigation ron.iect ($2,750,000) 

The project c:msists of equipping and developing an area of 6,032 hectares 

for irrigati::>n in the L::rc1er liledjerda Valley. Its t:otal cost is estimated at 

$5,500,000, half financed by AfDR and half by the Government of Tunisia. 'ilor:c 

started in lhvember 1968 and is scheduled to be c::>mpleted in 1970-1971. 

The froject vdll permit the utilization of \·later res:mrces already c:ontrolled 

b,y- existing hydr:J- infrastruct ural wJrks and intensified exploitation of OJ 000 ha 

::Jf agricultural land through the i"trcduction of intensive cattle raising and 

high value crops such as vegetables and fruits, 

;. . . 
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(c) Fre-investr:;ent activities 

(i.) ?re-investment studies financed b,y the Bank f:Jr member c:::>untries 

l. Uganda - urban "ater supply st11dy (300,000) 

The study involves the exploration of ~urface and underground 'later Tese>urces 

in Uganda thre>ugh meterological and geologicsl surveys. The total cost is estimated 

at $357,000, of which AfDB is provirling $300 1 000, covering the foreign costs. 

2. Somalia - livestock vessel ($27,000) 

The AfrB financed a pre-investment stc.dy including detailed specifications 

and tender d·:JcumeL1ts and :Jrganizati:Jnal arrangements for a vessel t:) shifl 

livestock from the Sor;,ali port of Berbers to Jeddah, as existing shipping 

capacity is insufficient to meet the derr£tnd of the expanding livestock export 

trade o 

3. Somalia - Hargeisa-Berbera road ($36,000) 

The Bank joined UNDP and the Government :Jf Somalia in financi.1g the decailed 

engineering studies for the Hergeisa-Berbera Road. Tt1e engineering re[)ortc are 

expected by mid-1970. The lack of good r~ads is hindering the developme11t :Jf 

n·orthern Somalia, -~ . .;hich has a good livestock-raising potential. The r-:::>ad •:7ill 

stimulate the development ::Jf agriculture and facilitate better transportation of 

livest:Jck for export by providing a link behJeen the port of Berbera and its 

hinter land. 

~.. Zambia - United Republic of Tanzania (Tanzam) Raihm.v 

The topograploical a"d soil survey ::Jf the Makumbako-Chita section of the 

LJY'01?0Sed Tanzam Raib·my ':laS carried out at the initiative of AfDB. rri.1e d.~tailed 

engineerine; studies and c·::ms-truction of the raili.·iay are n:)ld to be financed 'uy 

China (mainland). 

The nev line •o:ill offer an additional or alternative r::JLlte f:Jr evac·ctatine; 

Zambia's ex:;mnding copper production. Devel·O~H11ent of the agric 1J.ltural, 

fisheries and mineral :re,sources of norther Zambia and the s:.mthern United 

Republic of Tanza:lia ~·Jill -._le stimulated through the a~vailability :Jf adeqiJ.ate 

trans~ort facilities. 

j ... 
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(ii) Pn,jects currently being studied for possible AfDB financing 

Agriculture: 

Algeria: 

Burundi: 

Congo 

Dairy project :1f the 25,000 ha Bou Namoussa 
irrigation schel11e in the Aba plain 

General - in particular hydr:1logical st c_dy of 
the Rclzizi plain 

(Denncratic Republic of): Cattle ranch of 6,200 ha in the Niary Valley 

Ghana: 

Hor:1cco: 

Niger: 

Nigeria: 

S'"dan: 

Uganda: 

Power: 

Algeria and !VIorocc::J; 

Liberia: 

Niger: 

Upper Volta: 

Kenaf grm1ing scheme on 16,000 ha in the 
Kurnas i area 

Beni Moussa irrigation scheme extension of 
4,500 ha in the Tadla plain 

Goulbi di l~aradi "Ciater-control scheme of 
7,000 ha 

Extension of Bacita Sugar plantation and 
factory from 30,000 to 41,500 tons of sugar 

Livest:Jck exo:1rt promotion projects: 
quarant:ines, vaccine-producti:Jn facilities} 
holdint; area for sheep and cattle ranches 

lVIubu:m irrigati::m project of 8, 700 ha 

Interc::.mnexi:.n of the electrical po~·Jer systeLns 
of Algeria and Morocc:J by a transmission line 
fr:Jrn Oryda to Oran 

Further development of the Monrovia electricity 
system, in particular in c:::mnexion •:.-lith 
future industrial development 

DevelOLJtnent of an aluminium ind:1stry, based on 
the Mlanje bauxite deposits and the Shin 
River L)O~<.Jer in V.!8.la1<1i 

The use of agricultural Vlaste as fuel f:>r puuer 
production in the envisaged thermal j?lant 

Development of the hydroelectrical 9otential 
of the Banfora ,.,aterfalls 
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Nlger Rever Basin: 

Mineral s LJ.rvey: 

~nergy survey: 

Shrimp survey~ 

Industrial: 

Algeria: 

!JCali: 

People's Republic 
of the Congo : 

Togo: 

The AfDB Qarticipated in a general survey· 
mission of develojjment possibilities Jf the 
Niger Basin regi0n 

A desk study on mineral res:;.urces has beei.1 
carried out 

Preparat:Jry vurk has started :Jn a survey :Jf 
the needs, potential and possibilities :of 
interc·::mnexi·::m of electric po-Her bet11een 
African countries 

Preparatory >nrk has started :m a survey of 
shrim9 ~cesources along the \·,'est African 
coast in collaboration with FAO 

Market Hall in Algiers 
Skin 9rocessing plant in Becher 

Textile factory in Bamako 
Water distribution network in Bamako 

Fishery colilplex in Pointe Noire 

Development of limestone deposits 
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385. The Asian Development Bank (AsDB) has provided a substantial amount of 

ass5.stance to its developing member countries for the exploitation of their 

natural resources. Most of AsDB's assistance is extended for irrigation; other 

fields incluQe crop plantation and processing, fisLeries development, water supply 

and management, storage facilities, mining etc. The Bank's assistance takes the 

form of loans or technical assistance. To many of the less developed countries, 

As DB extends loans on soft terms and technical assistance on a grant basis. T;.e 

natural resources projects assisted by AsDB are the following: 

Ty;e of assistance: technical assistance; amount: $164,000; date approved: 

29 July 1969. 

DescriptJ.O!!.· The AsDB will investigate a number of existing small 

irrigation projects and undertake project preparation of four or five of the most 

promising for possible financing by the Bank. The technical assistance mission, 

with individual experts in the ten-man team, will spend varying periods up to six 

months on the project. 

Terms of assistance: grant; status: field work commenced in October 1969. 

Type of assistance: loan; amount: $2.0 million; date approved: 2 July 1968. 

Descriptjon. The project forms an integral part of the Government Tea 

Factory Development Scheme introduced in 1966 aimed at rehabilitating and 

modernizing tea factories in order to raise their capacity for processing green 

leaf. The loan is being used to finance the construction of tea factories, 

installation of machinery and additional equipment, electrification of factories 

and purchase of lorries. 
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Terms of assistance: amortization, fifteen years (including a three-year 

grace period) at interest of 6-7/8 per cent per ~~; status: commitment made, 

$1.11 million, and disbursements, $0.85 million. 

loan and technical aissistance; amount: loan - $7.705 Type of assistance: 

million (Special Funds), $8.885 million (ordinary 

23 October 1969. 

resources), technical assistance 

- $0.4 million; date approved: 

Desc_rii2j;_i!?.!!· The loan is to finance part of the development cost of the 

right bank area of the vlalawe Development Scheme under the execution of the River 

Valleys Development Board. The primary objective of the project is to irrigate 

an area of 33,000 acres for double cropping of paddy, to provide farm houses for 

3,440 new settlers and to improve the living condition of 3,100 old settlers. 

The current work includes improvement of existing irrigation systems, construction 

of new irrigation and settlement facilities, and development of economic and social 

infrastructures. 

The technical assistance is to provide experts and equipment for the River 

Valleys Development Board for the initial operation of the project. An 

agricultural experiment and extension centre will be established in the project 

area to ensure training of extension staff and settlers and a continuous flow of 

technical knowledge and agricultural extension services to the settlers. 'Ihe 

centre will be supported by the provision of three experts in farm irrigation and 

water management, crop agronomy and technology, and agricultural economics and 

farm management. 

Terms of assistance: Special Funds loan - amortization, twenty-five years 

(including seven-year grace period) at interest of 3 per cent per.~n~; ordinary 

resources - amortization, fifteen years (including five-year grace period) at 

interest of 6-7/8 per cent neF __ aB~; technical-assistance grant. 

Status: loan and technical assistance became effective 10 February 1970. 

Invitation to tenders under the Special Funds loan issued. 

Type of assistance: technical assistance; amount: $165,000; date approved: 

2 October 1969. 
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Des£_r_ip_t_i.9!2· The project is intended to strengthen the operations of the 

Ceylon Fisheries Corporation (CFC). The technical assistance team, composed of 

a seven-man mission with a duration of up to six months, will assist and advise 

CFC on its institutional framework and organizational setup; the formulation and 

execution of development projects; the assessment of resources and preparation 

of test-fishing programme; the marketing of fish products; methods of increasing 

fish catch; and the designing of fishing-gear factory. 

Terms of assistance: grant; status: the technical assistance team is 

expected to commence field work about May 1970. 

Type of assistance: loan; amount: $1.15 million; date approved: 

20 November 1969. 

DescrJ__p_i;_io£. The Bank's loan will finance the foreign exchange cost of a 

copper plant to be established by the Taiwan Metal Mining Corporation, a wholly 

owned Government corporation with mining interests in the north of Taiwan. The 

proposed plant will 

(200 netric tons); 

manufacture annually: (a) high quality copper strips 

(b) r.igh-quality br·fws strips ( 4co Lwtric tons); (c) copper 

I'1ac~~net wires (l.~ 2l0 netric tons )j and (d) IFT shield can~;, an electronic part used 

in trcwsistcr rc•_dlos (36 million pieces). The project, when ccnpleteci by e[crly l972, 

will generate savings in foreign exchange as the fabricated copper .eroducts 

replace imports. 

Terms of assistance: amortization, twelve years (including three-year grace 

pericd) at interest of 6-7/8 per cent 12.5'L}'!_n~1Jlll; status: loan became effective 

on 13 February 1970. 

Type of assistance: loan; amount: $990,000; date approved: 17 June 1969. 

!!_e_s_eriJ2:fo.foQ. The project involves the irrigation of 3, 600 hectares of rice 
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J.and, which is expected to result in an increase in production of 16,000 tons of 

milled rice per year. Vork on the Tadjum Scheme was suspended in mid-1968 because 

of foreign exchange shortage. The AsDB loan has enabled the Government of Indonesia 

to go ahead with the project in pursuance of its high-priority plans for irrigation 

rehabilitation and development as a means of alleviating food production problems, 

particularly in Java. 

Terms of assistance: amortization, twenty-four and a half years (including 

seven-year grace period) at interest rate of 3 per cent ~!'__iU111_lJ!ll; status: award 

of contre.cts is under way. 

Type of assistance: loan; amount· $2.4 million; date approved: 

21 October 1969. 

ll<:_SC}'"iP:t;_ioQ. The project comprises the rehabilitation and expansion of the 

government-owned Sawit Sebarang Oil Palm Estate in North Sumatra, and its 

processing mill and related facilities. The estate consists of 6,386 hectares of 

retarded mature oil palm trees and 2,675 hectares of immature trees. New plantings 

of 2,441 hectares are planned. The mill will be rehabilitated and expanded to 

increase its processing capacity. The AsiJB loan will finance, in addition to the 

mill expansion and rehabilitation, the procurement of automotive, railroad and 

earthmoving equipment and the cost of hiring an accounting-financial adviser to 

advise and assist estate management for two ye~s. 

Terms oro assistance: amortization, twenty-four and a half years (including 

seven-year grace period) at interest rate of 3 per cent per -~n~; status: loan 

became effective on 31 March 1970. 

Type of assistance: technical assistance; amount: $80,000; date approved: 

30 August FS7. 

!2_es_c_r_ipt_i_<JQ. The project is designed: (a) to review the present situation 

with respect to the production and marketing of food crops; (b) to identify bottle

necks and constraints on the increased production of food crops and recommend 

methods to deal with them_; (c) to recommend action for tackling long-range 
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difficulties and examine implications for resource allocation. The Bank mission 

'mrked in the field for three months during October 1967 to January l96tl. 

Terms of assistance: grant; status: project completed in January l96tl. 

Type of assistance: technical assistance; amount: $170,000; date approved: 

30 July l96tl. 

DeE_c;r'_iptJ?!l· The project's purpose is to help the Government of Indonesia 

in its agricultural development planning and food production programme. Assistance 

was given in the implementation of the first-year agricultural plan (April 1969 -

Harch 1970), in programming for the second-year plan, in the training of personnel 

for plan implementation, and in the rice production drive, particularly with 

regard to improving the fertilizers used, cul·tivation practice and water 

management techniques. The AsDB three-man mission commenced work in October 196tl 

for an eighteen-month period. 

Terms of assistance: grant; status: field work to be completed in April 1970. 

Type of assistance: technical assistance; runount: $32tl,OOO; date approved: 

27 March 1969. 

De~crj~~i2g. The project is designed to alleviate food deficiencies in the 

densely populated South Kedu region in Central Java through the provision of 

year-round irrigation to about 14,000 hectares of paddy land. The assistance of 

AsDB was provided for conducting a comprehensive feasibility study of the project 

and, if justified, for the formulation and preparation of a project to be 

considered by the Bank for possible financing. A fourteen-member technical 

assistance mission commenced its field work in May 1969. 

Terms of assistance: grant; status: consultants' final report expected 

April 1970. 

Type of assistance: technical assistance; amount: $42,000; date approved: 

27 December 1969. 
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De?~!JP1J_og. In order to assist the Sawit Sebarang Oil Palm Estate management 

in overcoming its deficiencies in the fields of modern managerial and technical 

practices, AsDB has agreed to provide the services of two visiting experts for the 

first three years of the project. These experts will periodically review the 

existing situation of the project in the light of latest technological and 

managerial practice with a view to improving technical and managerial aspects of 

the project. 

Terms ofassistance: grant; status: recruitment of experts under way. 

Type of assistance: technical assistance; anount: $221,000; date approved: 

15 October 1968. 

Descr_:j.pt_iop. 'i'he purpose of the project is to draft an integrated 

agricultural development programme which would harness the resources generated by 

the Nam Ngum Dam (the construction of which is expected to be completed by 1972), 

the potential of the Vientiane Plain and the Government's efforts in that area. 

The study identified eight irrigation projects with a total net irrigable area of 

33,500 ha. The irrigation water would be pumped from the ~~ekong or the Nam Ngum, 

using the pm1er generated by the Nam Ngum Power Station. 

Terms of assistance: grant; status: project completed in January 1970. 

Type of assistance: loan and technical assistance; amount: loan - $973,000, 

technical assistance - $275,000; date approved: 10 March 1970. 

D~ssr!Pii9n. The objective of the project is to develop for year-round 

irrigation farming an area of about 1,000 ha. The construction of flood protection 

and drainage systems, irrigation networks, roads, pover distribution and settlement 

of about 400 farm families are included in the project. The Bartk' s loan is to 

finance the foreign exchange cost of the project, vhile the technical assistance 

is provided for consultant services for detailed engineering and project 

supervisj_on~ 
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Terms of assistance: loan; amortization, forty years (including ten-year 

grace period) at interest of l-l/2 per cent ~~F--~~. technical assistance -

grant; status: borrower's action to make loan effective awaited. 

Mal_aysi13. 

Type of assistance: loan; amount: $7.2 million; date approved: 

19 September 1968. 

_Q_e_s,_rj_p_tio!2. 'r'he project is to augment water supply by 30 million gallons 

per day to meet the increasing needs of growing population and anticipated 

industrial development in the State of Penang in Hest Malaysia. The works to be 

designed and constructed include a barrage across the ~;uda River, intake ,;orks 

and pumping stations, a supply canal, water treatment works and submarine pipe

lines from Butterworth on the mainland to Penang Island. 

Terms of assistance: amortization, twenty years (including five-year grace 

period) at interest of 6-7/8 per cent ~r--~~~; status: contracts awarded 

$3.52 million, and disbursement $0.04 million. 

Type of assistance: loan; amount: $2.8 million; date approved: ll February 

1969. 

))_f_s,_ripti_o!2. The AsDB loan will finance construction of the first two 

stages of the two palm oil mills for processing the production of oil palm fruits 

from two groups of Federal Land Development Authority (FLDA) schemes known as the 

Bukit Mendi and Bukit Goh Complexes. The two complexes, comprising about 

19,330 acres :end 20,110 1:cres respectively, are located In the State of Pahc.ng, 1-lest 

Malaysia. The mills >rill be developed in three stages. The final capacity of 

each mill will be about 50 tons per hour, while the capacity up to the second 

stage will be 40 tons. 

Term of assistance: amortization, twenty years (including five-year grace 

period) at interest of 6-7/8 per cent E_e~an~~; status: invitation to tender 

issued. 
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~'ype of assistance: technical assistance; amount: $80, 000; date approved: 

23 September 1969. 

~es~:ri£ti9n· The technical assistance is to review the marketing arrangements 

of the Federal Land Development Authority (FLDA), including an evaluation of their 

suitability for the future in the light of the anticipated increase of production 

from the fLDA oil palm schemes, to m~~e specific proposals for changes, if any, 

and to prepare detailed plans, including operational procedures for the FLDA 

marketing organization. 

Terms of assistance: grant; status: consultants' interim report under review. 

Type of assistance: technical assistance; amount: $192,000; date approved: 

13 November 1969. 

Desc_rj.ptiop_. The purpose of the technical assistance is to determine the 

nature of the improvements to be made to the fifty-one-mile Kuala Lumpu:r-Karak 

section of the Federal Highway Route II and to choose final alignment. The road 

improvement is mainly designed to meet the increasing traffic volume, particularly 

the transport needs for the land development in Pahang State. 

Terms of assistance: initially grant; may be converted into loan; Status: 

:recruitment of consultants under way. 

Type of assistance: lean; amount: $2.5 million; date approved: 

18 November 1969. 

Descr_ip_t:Lgg. The project comprises three irrigation systems in Cotabato and 

South Cotabato provinces in the fhilippines. The area to be covered by the project 

would be 7,430 hectares of land. The project >rill utilize the Banga, Ma:rbel and 

M'land rivers, which 'lre tributaries of th<e Mindanao River, and constitutes part 

of a long-range development plan for the entire Mindanao River Basin. It is 
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expected that production of paddy in the project areas will increase from the 

present level of 7,600 tons to 43,400 tens per year within :five years after 

completion of the project. 

Terms of assistance: amortization, twenty-five years (including :five-year 

grace period) at interest of 3 per cent E_e.r.: . .'¥'!l.U!U; status: recruitment of 

consultants under way. 

~~tel:_~~?E~~f~t (first phase and second phase) 

Type of assistance: technical assistance; amount: first phase - $105,000, 

second phase - $102,000; date approved: :first phase - 20 June 1968, second phase -

26 June 1969. 

)2.escF_ip_t_~gp.. The project is designed to: (a) intensify :field investigation 

and operation in the eight pilot farms; (b) complete physical improvement of system 

control in the project system; (c) enhance the technical capability of National 

Irrigation Administration (Nil-\) staff; and (d) promote participation of :farmers in 

improved water management practices. Currently, the project is in its second phase. 

The :first phase started in June 1968 and was completed in July 1969. During the 

:first phase, a number of in-service training courses were conducted in which :fifty 

technical personnel of NIA were given training in water management. The same tYre 

of courses are also being conducted during the second phase and :four NIA technicians 

are being sent abroad :for training. 

Terms of assistance: grant; status: :first phase - completed in July 1969, 

second phase; field work proceeding. 

Type of assistance: technical assistance; amount: $225,000; date approved: 

25 July 1968. 

);l_es_cr.ip:tJ-_()]:1_. The project comprises the feasibility and engineering study of 

the :fisheries port project at Navotas, Rizal. The study was carried out by a 

Scandinavian consulting :firm; on the basis of that study, the Bank is currently 

considering "hether to finance the project. 
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Terms of assistance: initially grant; to be converted into loan at the Bank's 

option; status: consultant's final report being prepared. 

golg__ .s.t_o_rag_e 

Type of assistance: loan; amount: $7 million; date approved: 13 March 1969. 

Desc_riQ~J?£· The loan resulted from the technical assistance to the 

Agricultural and Fishery Development Corporation (AFDC), with the purpose of 

providing the Korea Cold Storage Company, a subsidiary of Al'DC, with more efficient 

storage and distribution facilities for fishery products. Proceeds of the loan 

will finance: (a) the f'oreign exchange component of contracts for building 

construction and supply and installation of refrigeration machinery and equipment; 

and (b) the CIF •osts of refrigerated and insulated trucks, refrigerated carrier 

vessels, refrigerated show-cases and other imported facilities. The facilities 

are expected to begin operation during the first half of 1971. 

Terms cf assistance: amortization, fifteen and a half years (including 

four-year grace period) at interest of 6-7/8 per cent ~:r- _ap_n]..J11; status: contracts 

a1-1arded, $1.86 million, and disbursement, $0.21 million. 

Type of assistance: technical assistance; amount: $66,000; date approved: 

6 February 1968. 

],Le,s.cripti_og. The technical assistance is to render advice and assistance 

regarding the institutionaJ. fra1ner.wrk and organization of the Agricultural and 

Fishery Development Corpo:"at:ion 2nd to help identify and formulate projects which 

could be developed to appraise standards in the fields of fish marketing, with 

partiC1J.lar re:ference to refrigeration; livestoek development, inclucdng the 

development of mal·ke·ting facilities; vegetable production and marketing; and other 

projects uhich might hold out prospects for immediate development in agriculture 

and fisheries~ 

'l'erms of assistance: grant; status: project completed in April 1969. 
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Type of assistance: technical assistance; amount: $150, 000; date approved: 

23 September 1969. 

~~§~ri~~i~n. The project consists of a study of the development possibilities 

in eight or nine selected.nucleus districts five in the north-east, two or three 

in the north and one in the south - the identification of specific high potential 

productive activities, the determination of inunediate infrastructural, 

institutional and input needs, the preparation of integrated development plans for 

each of these districts, and assistance in the implementation ·chereof. An advisory 

mission comprising five agricultural experts will work with counterparts for about 

forty-tvo man-months. 

Terms ofassistance: grant; status: field vork corr~enced in January 1970. 

'T'ype of assistance: technical assistance; amount: $180, 000; date approved: 

9 October 1969. 

~~-~-<CI:_i~}_i:OQ· The project is aimed at preparing an integrated agricultural 

development programme for part of the area on a right side section of the Nong 

1c-!ai diversion dam of about 10,000 hectares. Implementation of this project vill 

1le regarded as pioneer and educational in nature, so that experiences obtained 

in this project can be applied to other agricultural projects in Thailand, 

particularly those areas to be irri.gated by the Pa Hong Dam. A technical mission 

comprising nine experts will <rork in the field to prepare the integrated 

agricultural. deveJopment progranune. 

Terms of assistance: grant; status: field <mrk conunenced in February 1970. 
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VI. INTER-Ali1ERICAN DEVELOPMENT BANK 

386. The Inter-American Ievelopment Bank (IDR) has provided the following 

assistance: 

Loans for natural resources programmes in Latin ,\merica to December 1969 

(In millions of US dollars) 

Category 

- - t a/ i\grlcul ure-

-~- . 21 lYlDlDg • • • • • • • • 

Pulp and paper industries~/ 
Fishing industry2/ •. . . . . 
Dams (electricity and irrigation)E./ 

Dams (electricity)£/. . ••.• 
b I 

Roads (farm to market)-1 ••.••• 

Technical education (agriculture and cattle 
sciences) :':;/ • ..•.•......... 

"lumber of loans 

126 

5 

8 

12 

2 

12 

12 

15 

_:\mount 

833.8 

51.7 

28.9 

ll. 7 

30.9 

188.8 

135.1 

l5.fl 

192 1,296. 7£1 

a/ Loans for direct exploitation of agriculture, minerals and other natural 
:t:C SOU1'Ce 8. 

1_2/ T,oans for projects closely tied to the exploration, exploitation and marketing 
of natural resources. 

' ':::,/ 'rhis total includes $30.3 million used exclusively for pre-investment studies 
on natural l'e 8n<Jr~cc ( ~cc +.hi? f'oll 0"id ng table). 
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Loans for ;re-investment studies relating to the exploitation and marketing 
0f natural resources to December 1969 

(In US dollars) 

Country 

Argentina 

Bolivia 

Brazil 

Chile 

Jmount 

8oo,ooo 

148,000 
1,300,000 

300,000 

630,000 

487,000 
276,000 

19' 000 

100,000 

12,oocfo/ 

300,000 

810,000 

111,400 

500,000 

97,500 

31,100 

35, 6oo 

n8,ooo 

45,000 

30,000 

55,000 

~~ Technical assistance grant. 

Brief description of st1~ 

Hydroelectric system in the north-west 
region 

Electric interconnexion with Uruguay 
Energy for Salta Grande 
Protection of the Entrerriano Delta in the 

Province of Entre Rios 
Study of electric development, irrigation 

and flood control in El Choc6n-Cerros 
Colorados 

Pr-ospecting non-stannic minerals 
Geological study of the alluvial tin 

deposits 
Auriferous exploitation for the Cangalli 

Co-o:rerati ves 
Studies of the tin deposits in the Province 

of El Radel 
Study of hydrocarbon reserves 

Hydroelectric studies for the Rio Yacui in 
the State of Rio Grande do Sul 

Studies for the State of Bahia, including 
studies on infrastructure 

Soil evaluation of Canton Viejo in the 
Province of Cochagua 

Soil evaluation of Diguill{n in the 
Province of Diguillin 

Estimates of iron deposits in the Province 
of Atacama 

Prospecting - phosphoric minerals in the 
country 

Determination of pure sulphur reserves in 
the Province of Antofagasta 

Explqitation of various minerals in the 
Province of Atacama 

Exploitation of copper deposits in Tiltil, 
Province of Santiago 

Exploitation of copper deposits in Angelita, 
Province of Santiago 

Exploitation of copper deposits in 
Montecristo Regalada, Province of 
Atacama 
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Country 

Chile (continued) 

Colombia 

Costa Rica 

Dominican Republic 

Ecuador 

Honduras 

kexico 

Nicaragua 

Paraguay 

Amount ---
100, ceo 

70, coo 

135,000 

110,000 

500,000 

265,000 

5,38o,oco 

936,000 
100,000 

373,000 

34,000 

907,000 
l, 586,000 

20, oor:J:-1
1 28,oorJ:. 

809' 000 

1,870,000 

5,000,000 

1,16o,ooo 

270,000 

Brief description of studies 

Prospecting - sulphur deposits in tte 
northern zone 

Soundings in the Fuerta del Cobre, Province 
of Atacama 

Evaluation of hydroelectric resources in 
the Pup:Lo Quilimar:L, Petorca and Ligua 
valleys in the Province of Coquimbo 

Algology prospecting through the Li toral 
Nacional 

Land irrigation in the Province of 
Aconcae;ua 

Studies for the development of the Province 
of Choapa, including studies on soils, 
land ree;istry, forestry, irrigation, etc. 

Aerophotogrammetry studies of the 
agricultural lands in the central region 
of Chile 

Hydroelectric designs in the Altv Anchicaye 
Studies on carboniferous deposits in 

Cerrej6n 
Evaluation of the development of tourism, 

including the evaluation of natural 
resources on the East Coast of the 
Atlantic Ocean 

Electrification in the northern part of 
the Province of Cesar 

Evaluation of the Ariguana River Basin 
Studies for the development of the 

hydrographical basin on the Sinu:L River, 
including fishing grounds 

Studies of projects in the northern zone 
Agrological studies of the Tempisgue Valley 

Hydrogeological studies in the plains of 
AzUa 

Hydrographic studies of the Guayas River 
Basin 

Developffient of irrigation in the Comaguay 
Valley 

I:evelopment of the Lerma 5asin 

Hydrometecrological study of Nicaragua 

Hydroelectric studies of the Acare.y River 

I . .. 



Country 1\mount 

Peru 300,000 

904,000 

162,000 

130,135 

49,000 
75,000 

Trinidad and Tobago 300,000 

Uruguay 148,000 

6,900 

1,000 

650,000 

1,8oo 

43,000 

115,500 

Venezuela 100,000 

42,730 

72,239 

100,000 

100,000 

200,000 

70,000 
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Brief description of studies 

Irrigation systems in five departments in 
Peru 

Diversion-canal from the Chiva River to the 
Piura River and rehabilitation of the 
Chiva and Piura valleys 

Electrification of the Department of 
Cahamarca 

Habilitation and renovation in the river 
zones of Lima 

Irrigation studies 
Evaluation of subterranean ,.Naters 

Evaluation of land capacity 

Hydroelectric studies of Salta Grande, 
Calmar, and Chocon-Cerros Colorados, 
including intercorr~unication between 
Uruguay and Argentina 

Exploitation of marble deposits in Puntas 
del Arroyo Pan de Azucar 

Studies of dolomite deposits in the 
Department of Maldonado 

Utilization of the Uruguay River rapids for 
navigation and electric energy, including 
intercommunications with Argentina in the 
Departrr:ent of Salta Grande 

Exploitation of black granite in the 
Department of Florida 

Irrigation projects for co-operatives in the 
Bella Union Zone of the I:e partment of 
Artigas 

I:eve lopment of the Morin Lake Basin 
(including co-operation with Brazil) 

Hydroelectric studies and control of the 
Uribante River 

Studies of non-noetallic mineral resources 
in Venezuela 

Evaluation of natural resources of the 
Yuruarl River Basin 

Estimation of the auriferous mineral 
deposits in El Callao district, Province 
of Bolivar 

Estimation of Sinabrio reserve deposits, 
San Jacinto district, Province of Lara 

Estimation of titanium reserves in the 
Guyana region, Province of Bolivar 

Evaluation of the auriferous alluvion 
economic reserves in the Supamo Zone, 
Province of Bol:lvar 
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Country 

Venezuela (continued) 

Latin America 
(integration) 

TOTAL 

Amount ---
100,000 

200,000 

377,777 

267,000 

300,000 

43,000~ 

55o,ooc'2:./ 

3o,oocf!:.l 

Brief description of studies 

Rio Minero study of the gelenite silver
bearing deposits in the Department of 
Silva, Province of Yaracuy 

Evaluation of the diamantiferous alluvions 
in Guyana, Province of Bol1var 

Study of the seabeds between Cabo Cadera 
and the Golfo de Faria 

Geophysical exploitation of the lands in 
the northern zone of the Province of 
Guyana 

Evaluation of laDd capacity 

Study of the development of natural 
resources 

Preliminary study on the development of 
the River Plate Basin 

Completr.entary studies of the Argentine 
north-west and the Bolivian south-west 

£/ Total includes $728,000 in technical assistance grants. 

VII. EAST AFRICAN DEVELOPl\ENT BANK 

387. '!:he East African Leve lopment Bank has financed the following natural resources 

projects: 

Coconut project 

Tea project 

Ceramics project 

Number 

l 

2 

l 

East African shillings 

1,900,000 

7,700,000 

2,ooo,ooo 

j ... 
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QUESTIONNAIRE SENT TO MEMBER STATES CONCERNING THE TI~PLEMENTATION 
OF GENERAL ASSEiVJBLY RF"iOLUTION 2158 (JGG) 

The f~ll:::)wing, (luesti::ms are baeed on the guidel5_nes set .Jut in General Assembly 

res~luti:Jn 2158 (XXI). Every eff:Jrt has been made to ensure that the questi~ns 

c:Jver all the basic ideas eocpressed in res:Jluti;:,n 2158 (XXI). Given the complexity 

and br:oad sc;:,pe ;:,f the subject, h::Mever, it w;:,uld be appreciated if ~!ember States 

1ould make additional c:Jmments ::m aspects :of the subject n:Jt t:ouched up:m in the 

q_uesti,')nnaire. 

Questi::m l 

Is the expl::>Ltati::m of certain types ::>f n&tural resources in your country 

reserved excl.usively for y.Jur GJveroment :JI' nationals? If so, please provide 

details, incl,lding any relevant legislative :>r cegulat::>ry texts CJr :official 

p::>licy statements, and indicate whether exceptiJnS are made to the general rule 

and in what circumstances. 

QuestiJn 2 

Is there any legislation in f:Jrce in y·Jur· c.Juntry c:::mcerning the exploitation 

)f natural resources by enterprises fully CJr partly )Wned by foreign investCJrs? 

If s), please attach the relevant texts. 

If nJ such legislatLm eocists, d::>es this situation L"eflect a preference ::Jn the 

part of y0ur G:wernment fCJr a ra:>re flexible appr::>ach, which makes it p::>ssible tCJ 

deal \·dth the expl:>itatiCJn .of such resCJurces em a case-by-case basis, according 

t:> the type of resource c::>ncerned1 

Question 3 

In the past decade have there been instances in which natural res::mrces 

enterprises fully Jr partly :>~>med by f:oreign investors have, in y:.mr country's 

::Jpini:.m, failed to comply 1;ith the terms of the contract under "'hich they 

operate? If so, please give details, state \·!hat action has been taken tCJ settle 

the dispute in accordance v1ith the reasonable and legitimate expectations and 

; ... 
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requirements of b::Jth sides, and indicate ''hat assistance the inten1ational 

c,Jmrnunity c::Juld provide :Jr c:1uld have pr:Jvidcd in that connexion. 

Questi:Jll 4 

Has y:Jur count:cy ad::opteci a p:llicy or position that tends t:o establish an order 

:Jf preference am:mg the va::ci-::n.1s fJrms ::.f investment for the expl:JitatioG of its 

natural res-=mrces, i.e., direct f:Jreign investment, loan investment (including 

export credits~ bank credits and capital ma:tket l.Jans) and arrangements f:Jr direct 

access to foreign Jperative techn:Jlogy (including trade marks, patents, designs 

and pr.Jduction, management and c:msultant c::mtracts etc.). If s:J, please give 

details :of the pe>licy CJT p:Jsiti::m, state the reason f:Jr ade>pting the policy or 

p:ositi::on, and supply any relevant texts. 

Questie>n 5 

•,,il1at f:orms :Jf f::oreign investment are CUTi'ently being used for the exploitation 

of natural resources in y.::mr country? If possible, please indicate the form of 

investment used f:Jr each type :Jf resource. 

Q.uestion 6 

Has y:Jur c:mntry enacted legislation or f;ormulated an official p0licy favouring 

the ass:JciatL:m ~f domestic and foreign capital in joint ventures f:.Jr the 

expl:Jitati'Jn :.Jf natural res:Jurces as :::.pposed i~:.J full ownership of natural Tesources 

enterprises by f.::>reign investors? If sJ, please e;ive reasons and details and 

supply any :celevant texts. Are national private entrepreneurs allo"ed to 

participate L1 such joint ventures or can the Central Government O?C public 

enterp:cises al::::mc participo.te in thern? 

Questbn 7 

Has your c:Juntry enacted legislation or for,nulated an official policy 

c:Jncerning the rr~aximum percentage :Jf the equity of natural res.:mrces enterprises 

in your c.::mnt:cy which may be acquired by for·eign investors? If s:J, please give 

details and supply any relevant texts. 

I ... 
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Have there been any- instances .Jf foreign irivestors making the participati:m 

-:>f d.::.rrJestic capital a c::mditi::)f_l for investing in the expl.:Jitation of natural 

res.:)urces it~ y::::ur cJuntry? Ii S~), pleast: give details. 

DJ any :Jf the c.::mcession agreect .. ents :Jr cor,.tracts concluded with f.:Jreign 

i~1vest . .Jrs for the expLJitati:~m of natural r·esJUTces in y:mr countr;{ provide for 

the gradual transfer t,J d:Jmestic ir~terestc :Jf all .Jr part :Jf the share::: held b:y 

those investors? If .so, please give details. 

guestion 10 

Ha,3 your country established any machinery for gove:cnment participation in the 

decision-making prJce.ss of natural res::mrccs enterprises 1-1hich are fully Jr 

partly JVJned by foreign .-invest::Jrs? If s;), please give Jetails. 

i.J:':'estioo ll 

Hus your G::vernrnent enucteC:_ lee;islati.~);J Tc i~.;sHed official p:Jlicy statements 

conce:;:·ning minir:~um pe:::-centa·_~es :_n"' natiJr..al moqa~~erial or seni-Jr technical 

personnel t-J be empL::wed by r~utural res:JUYC{'::S enterprises which are fully .Jr 

pa:rtly owned by f:.reign invcst0cs? Are there pr::visi:.ns f0r the g.ce.dual 

repl8.cement of foreign msna~;ers and senior l~cchnicians by national personnel? 

If :::J 0, please provide any perL.iner..t texts. 

If y.:=mr c:=mntry ha.::; established such mini(t.1_tm percenta:ses, have any 

bottle-necks occurred ns a result :Jf the nJn-a\.railability of nati:::::mal managers 

an.d tcctnicians? If sJ, •:Jhat interim arrangements have been ad:)pted? 

Please cotr:ment Jn the role nationals cur:::·en tly play in the managemer..t and 

techi.1icn_]_ ::perations Jf natural res:Jurces <::cter:;Jrises ·1o.1hich are fully :n· partly 

.:J>.,Jncd b:y- f.Jreign investors G 

; ... 



English 

Has yJur c;::;untry enacted legislati::m Jr inserted clauses in c::mcessi:Jn 

agreements -:J:r.~ c~;ntracts ·Hit.b .c"oreign invesLY::s providing that naturcl res-:::mrces 

enterp:cises fully :)r partly :JI;Yned by f.Jreign Ltvest-:Jrs shall establish training 

p:;_~J=:;rarnrrles fJr natio1wl pen3 :_mnel? If so) please 3ivc details and provide the 

relevant texts., 

Please c:_;;:_ment Jn training facilities J:.: pr~;grammes pr0vided by natural 

rcsJn_cces enterprises which Bre fully .)r partly J~wned by fJreign investJrs f.::w 

notiom~l labour L1_thE-: :Loll."J\-·ling catego1'ies: 

(a) Vlanagerial pers.Jnncl; 

(G) Sc-:niJr Lech~1ical pe:.:s :mnel; 

(c) Other peTsJnnel~ 

Plesse give details c.Jncernine; t.bese facilities Jr p:r.Jgramm.es ~ 

Under 'i·JhGt c.rrangemer:ts d.:;es the GJvern:nent share in the profits of natural 

/'Csourccs cnt.crpcises •.--..Jhich a:L·e fully ,::.r p2i'·Cly .:Ji-Vned by foreign investors? 

Please indicate the basis Jn ',)[Jich the pr:d'i-cs s.re calculated~ 

~uestion 17 

Please indicate '!lhat a·_-::.c:1ities (such as h."Jusine;, (l".Edical care~ subsidized 

t:c-ansp:::.rt) are provided f::H· ~~:::mestic l&bJUI' natural resJurccs enterprises 

fully or partly :J1vned by fo::_~eign investors 0 

H:__·cve ;liscussions been ii1i-Giated 1.-;·ith the ~J:ceign investJrs c,Jncerned 

£ee;aTd:L1g ·the :cee1eg:::Yt.iati::m J} existing concession agree~ents Jr contracts? 

D.::::es y.::::ur Government foresee c.:.hat unfavourabl:: consequences ,')y side effects may 

result from such a rcncgJti2ti:::n: 

(a) Concernir.:g Lhe rej_nvestment .Jf pr.:Jfits by the enterprises; 

(b) CoYJ_ce:cniog the infl0-.:,; of nel-'1 invc--:s Ci.nent in the future? 

I ... 
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Has y:ur country ente1·ec1. int:J, ·Jr does it contemplate entering i:1t-:::.~ any 

e._c,:·e.nger::J.ents with neighO:mring c:::mntries :;.:r· :J-Cbe:r developing countl~ies _{'or the 

j:)int-, expLJitati.::m ::)f nat,J..:c·al :cesc:u.cccs? If s:J, please pr.Jvide the :celevant 

texts and ::.tbe:c pertinent LTf:Jrmatio:l. 

G .. uesti::m 20 

Has y.Ju:c C-Junt:cy received assistance fr:Y1 .LJ:i .. 'eign G:_)vertTJents Jr public .:JI..' 

p ci vate e nti ties f::xc the e:~pl:Jita ti.:Jn -Jf its natural ::ce s ::urce s a nc1{J:::- the 

marketing Jf its :1atural r·cs-:Jt:-.rces pr:Jducts? If" s:J, please pr:Jvide 6etailed 

informati::m :::.m such questi.:Jns as the type Ji' :.:·csou:ccc inv:Jlvec1, the f::::rrm of 

as:;:dstance given, and t~1e te:t'ClS ond cotlditL:nw ;)r1 ~~~rlich it 1vas st:ppliecJ, and 

pr.::.lvide the texts of e.ny .cclcvant bilateral C_if;reements ~xc c:JnLr·c:;cts~ 

'~,uesti::m 21 

Have y:Jur G~;vernment cr pt:.blic :Jr c-rivate entities in y.:.ur c.:.unt::-..·y· assisted 

another c:Juntry in the c:x:)l,:::Ji".:;atioo :JJ' its aatural rE:s.::Jurces and/o:c tbe ma-cketir:g 

:Jf its natural resources ;;J:i. ... :Jducts? If so, please pr:Jvide detailed inf.::xtrilati:Jn as 

i"ldicated in the pr-eceding questL:n1. 

q,ues t:L)n 22 

Have you any suggestions c.::mcerning additional internc:..:ti:::mal acti~Jn to &ssist 

developing countries in the exploitati::;n Jf -Gheir natural :ce~:;ources and the 

marketing of ne.tural res.::urce.s products? 

Question 23 

Please ma!.{e any ;:Jther c.:-:::t!l.i ·~ents you consic}er relevant c:::mce rning you:r 

experience \'lith J."e;};ard t:-) the irnplemcntati::.:m ,-::;:f General .Assembl~.r rcs.Jlution 

21:58 (XXI). 




