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Intrcductcrx note

. Tﬁis'caper ccntains'the_resclts-of tﬁe research ﬁork ccnducted by N
the'Jciet-CEPAL]CTC.ﬂcit eanéeééiﬁg;;ée activities of transnational
corporations (TNCs) in the bauxite industry of ‘Caribbean countries. -
Parts I and II review selected aspects of the international bauxite
industry and give prcflles of the main TNCs cperating An ths Caribbean.
Part IIX suMmarizas the evclutlcn cF ‘the U,8, and Canadian aluminium
industry from its beglnnlngs until the 1970s. Finallyi in Part 1V the
new bargaining situation and Caribbean. government palicies in the 1970s
arenanalysed ih terms of the region ds a whole and, ‘in more detgil, with
regard to the.paftibular‘deicy'apprcacHEs to TNCs in Jamaice and Guyanra,

" In ‘the last twc parts of the paper, an attempt has been made to
underling some important aspects cf the common research Framevorik of
the Interreglcnal CEPAL/ECA/ESCAP Project l/, stch as intev-ccmpany
ccmpetltinn and c011u510n, typical characteristics of the agreements
signed undsr cclcnlal sdmlnistraticns and, particularly, the policies as
regards taxation and increasing national participaticn'in the industry
Fcilcwsd’by independent governments in the 1970s and the corresponding
TNCs* ccunter-strategies, with some cf their shcrt—term effects on
Carlbbea; economies. Fcr various reasons, hcweven-particularly lack
of mure detailed 1nfonmatian and shcrtage af rescurces in the Unltn—lt
has nct been possible to analyse the new aspacts of the Caribbean countriss'

bargaining capacity and resulting distributlon of gains in a more ccherent

A/ See B. Widyono, Trensnational Corporations in Export-oriented Primary
Commodities: A Study of RAelative Bargaining Positions and Gains,
Joint CEPAL/CTC Unit, Working Paper N°3, August, 1977, and the new
version prepared by the Joint ESCAP/CTC Unit in September 1978.

/and systematic



and systematic way, as would have been desirable according to the
above=-mentioned common research framework, An exercise seeking to
make a synthetic evaluation of the experience of some Latin American
countries with the TNCs in the bauxite, tim and banana industries is
currently being undertaken,

Part I and I of this peper correspond to an earlier study by the
Unit's comsultants, Professors I.A. Litvak and C.J. Maule pubiished by
the Unit in 1977; Part III and chapters 3 and 4 of Part IV are based
on the research work undertaken by a former staff member of the Unit,

D, Hoelscher, and chapters 1 and 2 of Part IV correspond to a preliminary
report by the Unit's consultant Prof. K, Levitt. Support in the form of
valuable comments and new information has been kindly given by the

CEPAL. Divisions of Economic Development, Natural Resources and Industrial
Development (particularly Messrs. A. Pinta, R. Devlin, R. Sanz-Guerreru,
S. Moya and L. Willmore), Any errors and omissions in this paper,
however, are the responsibility of the Regionzl Adviser of the Unit,

Jo Kfigkal, who was in charge of its editing.

Fimally, while this papér was prepared solely for use by the
Interregional Expert Group WMeeting on Bargaining Capacity and Distribution
of Gains in r—:xportu-ofiented Primary Commodities (Bangkok, 8-13 October 1279},
critical comments and complementary information would be particularly
welcomed Trom government officials; experts and academic circles of
Caribbean and other Latin American countries in order to assist in the
preparation uf-a definitive CEPAL study for the forthcoming Interregional

Seminar of Government Aepresentatives to be held next year in New York,

[Part I
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Part I
SELECTED ASPECTS OF THE INTERNATIONAL BAUXITE - ALUMINUM. INDUSTRY

l. Production Process

The International Aluminun Industry (IAI) consists of five
stages involving the production of bauxite, alumina, primary
aluminum ingot, fabricated aluminum products (semi and final
fabrications}, and end products containing aluminum (sse figure 1).
It is with the first three stages that we are mainly concerned,
since the history of the industry is one in which a small number
of large companies have been vertically integrated and have
controlled these three stages. Consequently, there is very little
arms-length trading in bauxite and aluminum, and for all practical
purposes there does not exist anything approaching a free market for
either ﬁauxite or alumina. The same companies have also been
involved in the fourth stage, fabricated aluminum products, but in
addition there have existed a number of independent fabricators and
suppliers of scrap metal so that there does exist some market for
primary aluminum ingot. However, independent fabricators often find
themselves dependent on the large ingot producers for inget, and in
competition with the same large producers in selling fabricated
products. The Flow chart - figure 2 - for the United States aluminum
industry illustrates three important aspects of the industry. First,
scrap metal is recycled as secondary aluminum from the production of
new mill products and new final products as new scrap, and from old
final products as old scfapo The ease of recycling varies with the
type of scrap. In the case of new scrap, it is relatively easy as
the sc¢rap is concentrated in certain locations: in the case of 0l4
scrap, there tend to be much higher costs of collection involved.

In general, however, as the price of the metal rises, the more old

scrap will be collected.

/Figure 1



PIGURE 1

THE PRODUCTION:PROCE$SES IN THE ALUMINUM INDUSTRY
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FIGURE 2
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Second, in the case of the United States Government,
stockpile of primary ingot is held which can be used in times of
emergency for strategic or economic reasons. And third, the competition
with aluminum from other materials will vary with the ease of
substituting other materials in the final products in which aluminum
iz used.

There is an important exception to the foregoing. The bauxite
referred to above is metal grade bauxite, which, as the name.implies,
is used for producing aluminum ingot. A second type of bauxite is
known as calcined bauxite and is used largely for abrasives and for
producing refactory bricks and linings. The technology used for
processing calcined bauxite varies according to the end product
required, and does not involve the processes controlled by the major
aluminum ingot producing companies. In the remainder of the paper
reference to 'bauxite' will mean ‘'‘metal grade bauxite', unless
otherwise noted.

The production process at the first stage involves the mining,
c¢rushing, washing and calcining of the crude bauxite near the site
of the deposits; the production of alumina, the second stage,
involves a chemical process and further calcining and takes place
both at the site of the deposits and at the location of the smelter
where the third stage, the production of primary aluminum ingot i=s
undertaken; smelting requires ihe extensive use of energy for the
conversion of alumina inte metal and is usually located near
a source of cheap energy supplies (see figure 3)5

"The technoleogies of the first three stages - bauxite mining,

alumina manufacture, and aluminum reduction - are unique to the

aluminum industry... In contrast, the technologies in

fabrication are similar to those for other metals. The

vertically integrated facilities of the primary producers
“account for three quarters of the fabricated output. Independent

fabricators, who buy their ingot from the primary producers,
~~account for the remainder.

/Figure 3
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“There are tnree further complications. First, sheet, rod,

and bar require two distinct substages of production; hot

rolling to produce reroll stock and cold rolling to produce

the finished fabrication. Independent fabricators often buy
semifabrications from the primary producers for final fabpication.
Extrusions and castings have but one clearly defined stage in
fabrication and consequently the independent fabricators buy
aluminum ingot.

"Second, foil and aluminum cable are customarily classified

as fabricated products, even though they require no further
manufacturing before their final use. In contrast, the other
fabrications are bought by a diverse group of mapufacturers
for incorporation into almost every type of durable product ...
The primary aluminum producers menufacture end-products, but
only 15 per cent of the primary aluminum output is so consumed.

"Third, secondary or scrap aluminum is produced by approximately
fifty smelters who buy both new scrap (the clippings, chips,
and borings generated in end-product manufacture and in
fabrication) and old scrap (discarded aluminum aireraft
components, pots and paps, and so forth) for smelting. In the
postwar period, secondary aluminum output was approximately
one-quarter of the aluminum output made from bauxite {(that is,
primary aluminuym). Secondary aluminum is the near technical
equivalent of primary aluminum for many applications, so that

it is a close but inferior substitute for primary aluminum,"l/

One further stage of the production process which is not
mentioned in most reports of the industry, and without which the
industry could not survive, is the explorétibn and development which
leads to the discovery of alﬁminum—bearing gres. Exploration and
development raises two important issues, the availability eof additional
sources of aluminum ores, and the way in which the financing is
undertaken- ‘

On the first issue, it is repcatedly stated that aluminum is
one of-the most frequently occurring minerals in the earth'!s crust.
While this is true, the commercial supply of aluminum is a relative
term referring to these deposits of aluminum which are commercially

attractive, given the prevailing price of the metal. Thus the deposits

1/ M.J. Peck, Competition in the Aluminum Ipdustry (Cambridge,
Harvard University Press, 1961), pp. 7-8.

/of aluminum



- 7 -

of alumlnum that are ‘of commerc1a1 1nterest aré 'thosé fn which-. _.«d-
alumlnum is hlghly concentrated and whers - the’ costs ‘of extractlon are
feasible given the prevailing price.

The second'iéSue;3the“fiﬁancihg of the exploration and
development stage is crucial to understandlng the confllct between
forelgn 1nvestors and hoet governments 1/ WMining operatlene typlcally
8o, through three stages, (1) exploret;on and feasibility, (2) mlne _
.development:eud construetion, and (3)_operetloneq At the first' two
etéges‘the“firm is'making heavy. expehditures end receiving no revenue,
while at the: operatlons stage revenues will exceed expendlturee. When
pogitive. proflte do begin to be eerned~ they w111 be substantlal and
considered often exorbitant by the. hoet country, but in fact proflts
are-high to make .up for the perlod of losses. durlng the flrst two
stdges.’, The average rate of. proflt over the three stages, whlch 1s
what the company is, 1nterested 1n, -will be lower than the p051t1ve .
rate of-profit shown at . the third etage. ' L

The cempanles in. fact. eutlmate an 1nternal rete of return over
the total life of the mining progectt The internal rate of return ie
the rateof interest:which, when used to discount the recelpt stream
of earmings and,cempound.- the expendlture streem of payments, ylelds
the same present value for - the two streams. An order to obtaln a
given internal rate of return for the total progect the eccountlng
rate of profit {efter tax income as a per cent of net hook value of
assets ) Wlll have to be hlgher then the 1nternal rate of return during
the périod 1n which posltlve proflte are. eerned, R

- An. understandlng of confllcts between forelgn 1nvestors and ‘
bauxite producing countrles requlree a reellzation that the rate of
return concept used by each side may dlffer, thus accountlng for
the different perceptions of the profitability of both new and

existing foreign investments in bauxite operations. At least, with

PO P i

1/ . See R.F. Mikesell, "Financial Considerations in Negotiating
'~ Mine Development Agreements", Mining Magszine, Vol. 130,
Ne b4, April 1974.

/respect to



respect to any new foreign investments, discussion can be undertaken
and-agréemeént reached on the appropriate rate of return concept to

be used.

2. Geographlc Dlstrlbutlon of Production’

L

-r.;; The dlstrlbutlon of bauxlte,‘alumlna and primary alumlnum
1ngot product1on by ccuntry in the market ec0nom1es lS shown 1n
table.l. .. The socialist. countrles are producers of the three products

. ag well as the market economles, and whlle the 1nteractlon betweev
_the two has 1mportant 1mp11cat10ns Wthh w111 be dlscueeed below, the
follcw1ng discussion. relates to the market economies onlyo

In. bauxlte productlon, developlng countrles play an 1mportant
role, with fcur countrles, Jamalca, Surinam Guyana and Guinea
prOV1d1ng 45 per cent of the bauxlte produced° Amongst developed
countr1es, Australla is by far the largest bauxite producer followed
by France, Greece and the United Stateso‘ The bauxite producing
countrles of the Carlbbean area, Jamalca, Surinam, Guyana, Haiti and
~the Dominican Republic account for 44 per cent of the total.

In alumina capacmty, the developed countries of the OECD account
for approx1mately 74 per cent of the total, with Jamaica being the
most }gportant developing country. The ceveloped countries of the
OECD have 90 per cent of the primary aluminum capacity witﬁ the
United States, Caneda, Norway and Jepan having 66 per cent of the
total. o - B T
This distribution of the three stages:ofiproducfion sthsAthet
the developing countries are an important source of bauxite, while
the later stages of productlon are concentrated in the developed :

countrles where most of the alumlnum is consumed.

~ /Table 1
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Table 1

WORLD BAUXITE PRODUYCTION, a/ ALUMINA CAPACITY
AND ALUMINUM CAPACITY; 1972 °

- (Percentage) - -

Australla & New Zealand

Canada = L
Japan

South Africa
United States
Western Europe

‘Developed Market Economleé

: Yugoslav1a

India o

Indonésia.

'Malay51a

. Other

Develqplﬁp Asia

Camercon
Ghana
Guinea

Developlng Afrlca

14r‘ .
Sierra Leone‘

Brazil

DomlnleanuRenubllc

~Gdyana - .
- Haiti

Jamaica .-

MEXlCO
Surlnam

Venezuela k

R

i

ppitt

e
I

v

Latin Amerlca & Carlbbean

'Total wOrld 1/

...,_”‘

o ™
N

Bauxite flumina - Aluminud
Production - Capacity ) Capagityu‘
25,04 1%.59 S -t
o 5,20 ¢ 10.09 .
- 9089 10.50

- : - 0.47 -
- 3,19 ..29.08 39.55
10.47 o 15.30 27.38
- 38.65" 74.06 91,01
3.81 1.0 1.00
2.86 1.70 1,89
S 2.21 -, CodaTy
l=86 i : - : -, -
- SRTELI N R 2401,

693 T 2001 - Ba90: i
[ W 0¥504 .
062 - T 3B

4r 3"55 2‘89 o -

S 1‘,20 . »_ N Cmreyy! '
1.05 0. 8?- 0.9% ;.
lal?g. - 0 - 7
580 oo kk‘ -

1.19 | -
210?6 12 36 ta
S - . 0.36. .
13“-{.‘9 4'796 0_06(? :\'
- - ' 0020 3
"~ 45,08 19.63 2.10
59,84 85,99 99,86

~Source: Minerals Yearbook, 1972, United States Bureau of Mines.

8/ Bxcluding socialist countries but including Yugoslavia.

T3l ha
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':ff 5;$ns;étibnal CoﬁporatibnS'

In the Weétern countries, 'six large international compaqiés
with vertically integrated operations controiled 75;7 per ceﬁt of
tﬁe'E&Ealﬁbyimary:élumiﬁﬁﬁ”cépacity'in 1972 (table 2).” These six
producers, three Amerlcan, one Canadian, one French and one Swiss,
either- wholly~owned or partly-owned prlmary aluminum capaclty in
25 cogntr;es. In 15 of these countries only one of the six producers
could be found, and in only four countries (United States, Norway,"
Unitéd'ﬁihgdom, and Australia) were three or more of the ﬁroducers
presént;l/ There has_thus been a tendency to avoid locating competing
smelting facilities ir individual countries. °About.70 per cent of the
countries in which these six producers had smelters were industrialized
countries. The proportion of théir total capacity in industrialized
countries would be approximateljiéd per cent. As noted above and will
be shown in more detail below, these large firms have a heavy dependénce
onp bauxite from developing countries. -

The big six 0perate on their own but also frequently have equlty
partners in ventures (see table.3). It is interesting to note that
& number of governments are partners with.these firms, and that the
firms have a number of partnerships with each other. Théseﬂsix firms
are also associated in other ways which will be described below;

Those countries in the world (excluding socialisf countries) which
have primary aluminum and alumina capacity are shown in table 4. This
table includes all producers in the world except socialist countriéé-
not just the big six. A total of 33 countries have primary aluminum
smelters; 18 have alumina plants and 15 have both. Agaln there 1s a
preponderance of industrialized countries, by number and by capac1ty in
tableA#,'quwever, it is notlceable_ﬁhgt }q‘glumlna production, there
are a aumber of important producers"among_developigg‘countries, namely,
Jamaica, Guinea and Guyana. .These are the only countries that have. -

alumina plants and no smelter capacity.

;/ Problems and Prospects of the Primary Alumipum Industh, (Parls,
OECD, '1973) Statistical Annex, pp. 27-29.

/Table 2
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b R L Table 2
B R )
' - :“.!-l . .o . A ’
o ; i

Sl S Ca ’_!“ v )“: . " ) k . . . .
1972 PRIMARY ALUMINUM .INGOT CAPACITY OF SIX
Ll sEY U U"LEADING ‘PRODUCERS, *000 METRIC TONS - -

i
i

ALCAN LT 2107
ALCOA cor ‘"_';‘\
Reynolds ;f o S *fl 222
Kaiser ' . i 134
Pechiney | 1095
ALUSUISSE R ;37579

T

Total of six .‘H[;“Z 942

Western World Capacity 10 490

£

Six as % of Total , o ;._#; :‘L'75o7%

Wt

- rl _h u o - = ‘ ) —‘ ' B Y - - K \
Source: OECD, Problems-and Prospects of the Prfimary Aluminum Industry,
S R

Paris, 1973. . o
S N ST L L Choad #lugd
LN - ERI ‘L:‘ ' \ 1'4}
W
| 1 4
M &
-
I
.

' /mable 3
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Table 3

SOME PARTNERS OF THE SIX LEADING PRODUCERS IN ALUMINA PRODUCTION
AND PRIMARY ALUMINUM PRODUCTION. {PARTNERS
USUALLY HAVE A LESSER SHAREHOLDING)

.xe. ALCAN

" Norwegian government
Spanish government
. Pechiney
Kaiser
Reynolds through BACO (United Kingdom)
Granges (Sweden)

2. ALCOA
" Elkem (Norway)
Hanna Mining (United States)

A Brazilian bank
Mexican interests

3. Reynolds

Iranian government

"Pakistan government

Kaiser

VAW (Vereinigte Aluminium Werte - German government)
Hamburg i : , R ,

Anaconda (United States)

Corporacidn Venezolana de Guyana (Government of Venezuela)

4, Kaiger
ALCAN
Pechiney
Reynolds
Rio Tinto Zinc (RTZ -~ United Kingdem)
Sumitomo (Japan)
Preussag {(Germany)
British Insulated Callenders and Cables
Birla (India)

52 Pechiney

Greek government

Spanish government

ALCAN

Kaiser :
Reynolds through BACO (United Kingdom)
ALUSUISSE

VaWw (German government)
.Comalco (associated with RTZ)
"AMAX (United States)
Hunter-Douglas (United States)
ENDOSA (Spain)

Olin-Mathieson (United States)

/Table 3 (cont.)
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6. ALUSUISSE

Norwegian government =~ - T . ST
South African government

Pechiney
» e’ Reyholde- through- BAGC- (Unived Klngdom)
) . 0lin-Mathieson (United States)

Wit e Bhelps-Dodge (United-States)-

VAW (German government):
EFIM (Italian government)

Source: From a Transportation Study of, Aluminum by United Kingdom
Shipping Firm, Lambert Bros., London, 1973, Appendlx Ho .
Problems and Prospects of the -Primary Aluminum. Industry, -
(Paris, OECD, 1973) Statistical Annex, pp. 27-29.

Note: In 1976, a new smelter will start production in Argentina -
owned jointly by’ the Argentine government, -ALCAN, Kaiser.:
and Pechlney°

........

/Table 4
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Table &4

B T

COUNTRIES WHICH HAVE ALUMINA AND SMELTER CAPACITY, 1972 .

Smelter Alumina - .7 - -Smelter Alumina
Europe Africa
France X X Cameroun X
Germany 7 7 X - X - Ghana X
Italy X . X - ‘Guinea - X
Netherlands = X 8. Africa X
United Kingdom X - X Egypt (1977) - X
Greece X. X S :
Turkey X X Asia .
Austria . X ~ Bahrain X
Iceland X - India X X
Norway X Iran "X
Sweden X Japan X X
Switzerland X " 8. Korea X
Spain X . e
Yugoslavia X X :
Australia
North America Australia X X
Canada X X N. Zealand X
United States X X
o 33 18
Central & Scuth
America
" Brazil X X Both 15
Guyana X
Jamaica X '
Mexico X
Surinam X X
Venezuela X
Argentina (1976) X

Source: From a Transportation Study of Aluminum by United Kingdom
Shipping Firm, Lambert Bros., London, 1973, Appendix H.

et : /The capacity
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The capacity of alumina plants'ranges from 20,000 metric tons
to 2,440,000 metric tons. Within Australia, there is an alumina plant
Lo timés"ﬁhe'bapacity pffthé SmalieSthlaht;sin India, 8 times; and in
Brazil, twgoé; The firma with large éiumina'plant capa&ity tend to.
consist of consortia of firms.l/

Smeltér capacity elze ranges from &;000-metric tons to - . .
416,000 metric. tons, Large and small smelters are found in the same
country. For example, in France there is a smelter 30 times the _
capacity of the smallest smelter; in Italy, 25 times; in United Kingdom,
10 times; and in Switzerland, 5 times.2/

" A strategy of the large firms in the IAI has been to become
vertically integratedrfrom raw material through to fabrication. The
six maJcr firms have tended to provide almest all their alumina capacity
and all their primary aluminum capacity (table 5). In 1968, there was
an excess of alumina capacity relative to aluminum capaci®y for ALCAN,
AILCOA, Kaiser and Reyqplds, At that time, the estimate for 1973 was. for
excess aluming capacity for ALCAN, ALCOA, Kaiser and ALUSUISSE.

Iﬁﬁéeriods whén these companies have excess alumina bapacity,“
they either have to operate at less than full capacity or they become
sellers of alumina to other firms. Preference is shown forilong;férm
contracts in order to. avoid such problems. The desire by the large
companies for self-sufficiency in alumina production and thelr .
experlence of per1oda of eXCess eapa01ty deo not ‘make it easy for f;f;é:
which are 1ndependent of these companles, to enter the market wlth
alumina production.

1

N

From a Transportation Study of Aluminum by United Kingdom
Shipping Firm, Lambert Bros., London, 1973, Appendix H.

AN

Ibid., Appendix H. The size differential is in part explained
by differences in the type of smelter, i.e., those which use
alunina.and those which use scrap metal.

/Table 5
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i -
V i

o

BURPLYS: (+) OR DEFVICIT ( ) OF ALUMINA CAPACITY RELATIVE TO ALUMINUM
SNmLTING CAPACITY 1968 AND 197) FOR 6 MAJOR PRODUCERS h

ComEanx'”'
aTCAN
ALCOA
Kalser
.Reynolds'
Pechiney-Ugine. - : -
" ALBSUISSE
qu}l¢r £%ifa£;-cdﬁpan;és

Non-gocialist government
. enterprises

- Total

1968 1973
e s121
41292 ¢'~+1“574
+654 “+380
her 164
86 193
=537 ¢ Lo 58
a6 o T
_-yw" +2%
. +1 349 98

Source: L.A. Harvey, "World Aluminum Picture", in Integratlon in
Aluminum (Metal Bulletln Ltd° 46 wlgmore Street, London,

" Winter 1969).

/Some companies
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‘Somé companies such-as Pechiney-Ugine and ALUSUISSE have been
purchasers of alumina, but they are expected to become self-sufficient.
Ardal og Sunndal Verk, a-Norwegian Company, at one time made a practice
of relying on purchased alumina, but it did so by trading metal for
alumina with ALCAN and ALCOA. However, it now has a joint venture:with
ALCAN which provides it with its alumina. .The Austrian firm of -
Vereinigte Metallwerke Ranshofen traded meétal for aluminawith
Giulini Brothers of VWest Germany and purchased some alumina from other
firms, and the Government of Spaln operated 1ts smelters w1th alumlna
from ALCAN and Pechlney Uglne. It is clear, that. whlle there has
been and 1s a market in the world for alumlna, this market is limited,
and most of the alumlna is traded 1nternally br the large companles
with smelter capacity. Any new firm 1ntend1ng 'to break into this
market would be well adv1sed to have a deflnlte marketing strategy or
commitments for long term sales before enterlng, The same is true for
any 1ndependent firm 1ntend1ng to sell bauxité on the open ‘market. Most
of the bauxlte traded is done on an 1ntra -company ‘basis or Via swap o
agreements between the large flrms and on the basis of 1ong ‘term
contracts. An open market for Oauxlte and alumina is thus almost’
non-existent. co

Two characterlstlcs of the alumlnum 1ndustry in: North Amerlca
are worth notlng. Flrst the Unlted States at.present prxces ‘relies
on 1mported bauxrte and alumina for over 80 per cent of 1ts requ;rements,
with 59 per cent- o0f total bauxite imports coming. from Jamalca, 23 per
cent from Surlnam, 8 per cent from the Dom1n10an Republlc and most of
the remalnder from Venezuela and Guyana= Australia eupplles 69 per cent

of total alumina 1mports, and Surinam and Jamalca, 31 per cent’ i/

1/ Bureau of Mlnes, United States Department of the Interlor,
Minerals Yearbook, 1969 (Washington, United States Government
Printing Office, 19?1), Vols., I-II, pps 199 and 205.

/Canada relies
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. Canada relies entirely on imported bauxite, which in 1972 came
from Guyana and Jamaica. -Alumina was imported as well as produced
locally.l/ Primary aluminum capacity in 1969 in Canada was
960,000 tons, and about 80 per cent of the output was exported, mainly
to the United States and Western Europe. The main, but not sole,

reason for the existence of a Canadian Aluminum industry is the

existence of cheap hydro-electric power.

4, Role of Home Governments

In the United States'and in many countries in wescern Europe,
aluminum is con51dered to be a strateglc materlal necessary for the
natlonal civilian and mllxtary PurpOSQSe Consequently, governments
in these ccuntrlee have been concerned over and involved in the supply
of alumlnum.g/ Thls concern is relnforced because the substantial
reserves of bauxite are located in deﬁeloping countries, and beéecause
of the limited number of 1arge 1ntegrated firms involved in the
productlon of alumlnum. '

A recent study of the alumlnum 1ndustry in Western Europe
identifies a variety of spec1al concerns which have pronpted

government action:

"For example, the goveraments of the Fifth Republic in France
‘have, on balance, -favoured the development of national -
champions, and more recently the protection of 'security of
supplies' for raw materials. The balance- ~of-payments factor
loomed large with the British Government since the late 1950s.
and especially the Labour Government of the latter half of the
" 1960s, which favoured the establishment in Britain of aluminum
smelting capacity at least partly owned by national interests.
Norway's major concern in its aluminum pollcy has been the
protection of emplcyment and wage income in depressed areas, in

1/ Imports by Commodities, Statistics Canada, Cat. 65-007,
(Ottawa, Information Canada), December 1973, p. 60; and
World Metal Statistics, World Bureau of Metal Statistics,

May 1974, p. 16
In the United States,aluminum has been one of the commodities.
stockpiled by the United States govermment. See Stockpile-

Report to the. Congress, Ju;zwDecember 1973, Gene:e} Serc;ces

Administration, Washington.

2

/preference to
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- preférence to aggréssively seeking growth in profits and markets.
iir-Other- countries, notably Germany, the Netherlands, and Switzerland,
..have generally favoured an open-door competitive policy with
' relatlvely 1little governmental interference. Spain and Ttaly .
have been largely concerped with government -supported’ 1ndustr1a1
and regional development" ;/

:These obgectlves have been achleved 1n a varlety of wayso‘ The
‘Norweglan government has used a state owned enterprlse to comblne w1th
forelgn prlvately-owned companles, Norway prov1des the hydro-electric
power and. the, smeltlng operatlon, whlle the forelgn flrms prov;de the
baux1te—alum1na and asszst 1n marketlng the output° The French
government hae promoted Pechlney as the maJor producer 1n France o
through dlrect 1nvolvement 1n decldlng merger partners for Pechlney :
through flnanc1al ass1stance from gOVernment 1nst1tutlons,_and through
government purcha51ng pollclee and sale of energgwfrom state owned
enterprlsesa Large subs1d1es have been prov1ded by the Unlted Klngdom
government for the constructlon of three smelters. Germany has a

fRe a

’State—owned producer,%vaw, and the Itellan govennment has used state

Qnenterpr;see,to obtarn‘an 1nterest in"% major “alumintm prod#dery
E 2 % S A PN I S R e -:::-:'.‘ e S ‘. . .

i

[

Montedison. ' I AR S R T Hi

“. In Western Europe, the commitment of governments to. the aluminum
industry: is:clear and thus, it is:hard to .envision. a situation ohereby?
the 1ndustry would be allowed to, decllne or. suffer.. In the United Stetes.
the 1ndustry also has conslderable influence with the government because
its output is recognized to be a strategic materlal, and because the
‘Tew 1arge producers have been successful lobbyists in obtalnlng support
domestlcally and with respect to thelr overseas operatlone° ALCOA has
Kad an exceptlonally close relationship with the Unlted States government
because it was the sole United States producer durlng the first. World War
and at the etart of the Second World War. Moreover i¢- a831sted the
government in eettlng up new emeltere durlng the Second World War,
smelters whloh were later sold to Reynolds and Kalser° The hlstorlc

dependence of the UnitedjStates government on the industry‘Is clear.

pv4 Z. Mikdashi, "Aluminum in West Europe ‘A Reglonal Analysls of )
Business-Government Relations", paper presented to the Conference
on Business-Government Relations in Western- Europe,
Harvard University, January 1973, p. 9.

/In Europe,
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o In Europe, the large United States firms (ALCOA. Keiser and
Reynolds) are heavily involved in productlon operatlons, as is ALCAN,
The concern of the Unlted States government is not only the current
economic and strategic impact. whzch the foreign operatlons of ALCOA,
Kaiser and Reynolds may have on the United States, but alsc the
flékibiIitj'and incentives which these companies have to undertake
future 1nvestment ‘outside the United States, which ‘has implications for
output and employment in the United States. Because Western European
governments provide incentives and are also protectionist with respect
to favduring'loéal pfoéucers, Eaget Pechiney:in France, there are
grounds to éxﬁect'that gcﬁernments communicate with each other
concernlng the control of this industry. Thée situatidh of an
1nternat10na1 ollgopoly alongside local government’ pollc1es almed at
promotxng the 1ndustrj locally prov1de almost’ 1deal clrcumstances_for
the manlpulatlon of market forces sanctioned by governmentses Such * '

actions have been taken.

"In their gquest for profits and stability), aluminum enterprises
have not only resorted to the strategy of mergers, joint ventures,
coansortia, partnerships, swaps, reciprocal trading, etc.; they
have also resorted to other forms of co-operation with governtients
supporting or condoning such actions."l/ S

The involvement of governments in the IAI is commented on in a.
recent QECD report, which was undertaken because of certain problems
~ that had arisen in the industry in the early 1970s..

"In mid=1970 ... .several factors combined to disturb this
stability. New primary aluminum producers were beginning to
make their appearance in both developing and industrialized
"countries and'were selling the tonnage they had left over, after
supplying subsidiaries or fulfilling supply contracts, on the
open market. What is more, the stagnant demand since mid-1970 -
left most producers with substantial spare capacity. Some felt.
that increase in their unit costs of production caused by lower
utilization of capacity might be offset to some extent by the
prices obtained if less metal were available, and cut back
production accordingly. Others possibly encountered various _
technical, economic and sotial obstacles preventing any prompt
measures to radjust output, and yet others preferred to maintain
production to a certain extent and build up the large stocks ...

1/  Mikdashi, gp. cit., p. 29. . ,
' : ' ~ /Lastly, some
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_Lasfly,soée1tonnugés'fromxthe stateatrading'éountriés; where
‘the ‘aluminum industry is growing fast, are sold at much lower
" prices than those usually obtained."l/

lAd3u§tment to. these problems were made by the dqmpanleé;

individually and collectively, and by governments, in&ividuallj’aud'
collectively. The companles took measures 1nd1v1dually to space out

. investment programmes, to. postpone investment proaects and close older
plants; and to adgust utlllzatlon rates of productlon capautlesa
Collectlvely,rthe companies arranged to finance the holdlng of ‘ .
increased stocks of alumlnum,.through the agency of Aluflnance and -
Trade. Ltd.; to purchase aluminum held -in government stockplles, and P
to purchase aluminum sold ip, the West from Eastern Europe (see sectlon
on Gentleman's Agregmeup below). At. the same .time an 1nternat10na1 i
trade association 'was formed, the Internatlonal Prlmary Alumlnum o
Institute (IPAI), to assist the ipdustry. ;.

i .
< ~

Ind1v1dualnactlon ;taken by governments is a55001ated wlth the
meagures:discussed .in connexion with, the gpprpach taken. to the IAI by
countries in Western hurone and North Amerlca,v Collectlve actlon 15
not explicit, but is implicit in governments' recognition of the l‘i
Gentlemgn's Agreemgn_t° Further details of the company and government

response will follow an outline of the prev1ous cartel arrangements?

5° Prewar Cartels 2/

. The IAI developed in North Amerzca through the control and
operutlon of patents by the Plttsburgh Reductlon Coay’ whlch later became
ALCOA, and the. operatlons of 1ts Canadlan sub51d1ary, ALCAN whlch was
spllt organlzatlonally from ALCOA in! 1928 and spllt in terms of
ownership from ALCOA by a Unlted States court dec1s10n Ane 195da In
EuroPe, the alumlnum 1ndustry developed around the actlvltles of four
maaor flrms, Alumlnlum Industrie A.G. in Swltzerland (Swlss and German

owned), Société& Froges and Compagnie Alais in France; (the latter to

1/ "Problems and Prospects”, ope.cit., p..34. - . | i

2/"' " This section is based on D.H. Wallace, Market Coiitrbl in ‘the
Aluminum Industry;’Cambridge, Harvard-Un. Press, 1937, 'and

..~ G.Wi Stocking and M.W. Watkins, Cartels in Action, (New York;
28th Century Fund, 1946).

/become Pechiney)
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become Pechlney) and the Brltlsh Aluminum Co., inh the United Kingdom.
In 1914 the world's total smelter capacity was: located approximately
60 per cent in Europe -and 40 per cent in North America, with all the
latter owned by ALCOA. .

Import competition from European aluminum-producers-in the
;. United States, and from ALCOA and its Canadian subsidiary in Europe,
together with alternafing periods of boom and recession, propelled
the major aluminum companies into cartel agreements, aimed at protecting
their own markets and sharing third country markets in an orderly
fashion. Seven cartel agreements of this nature were made between
1896 and 1926. Except for the first agreement of 1896, ALCOA did not
belong to the agreements directly, but indirectly through the cartel
membership of its Canadian subsidiary, the Northern Aluminum Co.,
(which later became ALCAN). This was due to ALCOA's fear of
prosecution under the Sherman Act. In fact, it might be argued that
there are two reasons for the existence of a Canadiaﬁ aluminum
industry, both of which are attributable to ALCOA. The first is
ALCOA's need for cheap hydro-electric power, and the second is its.
need for a convenlent vehicle for belonglng to international cartel
agreementsa

In 1912, ALCOA 51gned a consent decree which, amongst other
things, stated that ALCOA

"eoo is further enjoined from either directly or indirectly
entering into, through said Northern Aluminum Co., or any
other person or corporation, and from making or aiding in
making any agreement containing provisions of the nature of
those hereinbefore set out, insofar as they relate to the sale
of aluminum in the United States, or its importation or
exportation from the United States ... .which would be to

_restrain the.importation into the United States, from any part
of the world, of aluminum, or alumina, or bauxite, or any other
material from which sluminum can be:manufactured, or to fix or
illegally affect the.prices of such aluminum, alumina, bauxlte,
or other material, when imported. ;/

1/ 'D Hao WallaCe, 0P c1t,‘ p.. 548; underllnlng added. .
N : ' /Flve days
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_ Flve days after slgnlng “this decree, the Northern Aluminum COo,
k51gned another cartel agreement with the major European producerss:
Thls cartel agreement aid not contain prov181ons relating to control’
of the Uﬁlted States Market and this permltted membershlp by the
Northern Alumlnum Co., slnce, ; '

At the request 5f the Aluminih Cd., the consent decree of 1912
1. was' framed. in such-a way as to leave the Northern Aluminum Co..
. free_to enter into agreements of that sort which contained no

prov1s10ns for control of the United States marketo”l/

B 'In subsequent years, a more convenient arrangement for ALCOA's
:Tmembershlp in 1nternatlcnal cartels was dev1sed° In 1928 ALCQA
V'transferred almost all 1ts forelgn propertles, 1nclud1ng its baux1te
;dep051ts in’ Guyana, “but excludlng its deposmts in Surinam.

The creation of two:legally separate gcompanies, ALCOA and
Aluminium Ltds, took place by the shares of Alumlnlum Ltd., being
dlstrlbuted pro_r rata to shareholders of ALCOAou The legal flctlon of
. lndependence was, supposed to 1mply ccmmer01al 1ndependence asg well.
However, there is ev;dehce on the relatlonshlp between the two *
companies after 1928 to suggest that commerc1a1 1ndependence d1d not_
exist.2/. . e ‘ ) .“"' C '; :
. The flnal ma;oe pre-war cartel agreement took place as a result
of the Foundatlon Agreement slgned by Alumlnlum Ltd., and the
European producers, whlch led to the 1ncorporat10n of the Alllance
~Aluminium . Qompagnle in Sw1tzerland., The pr0portlon of shares in the
Alliance held by each member determlned 1ts quota of total productlon
in certain markets. The dlstrlbutlon of shares was as follows‘ J
Aluminium Ltd., 28.58 per cent, French 21.35 per cent, German 19.65 per
cent, Swiss 15.42 per cent.and British .15.00 per cent‘ "AXtnhough ALCOA
was not a direct partner in the Alliance, 1t has. been suggested that"

_';t was afleepxng parther because the:success.of;theuAlllance depen@ed

1/’ “Ibid., DoH. Wallace, oE. CLt v Be 126 .ia* ey
g/ Stocklng and Watklns. cE, c1t., Pp. 257 261 )
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on the Furopean producers respecting ALCOA's United States market, and
ALCOA respecting thé Eurdpeans’ interests. It was not until 1950 that
a United States court decision ordered the separation of ALCOA from
Aluminium Ltd., by the eleveil major Bhareholders in both companies
divesting themselves of their shares in one or other company.l/ ‘

' The history of cartel arrangements provides evidence to show that
the'infernational aiuminﬁm companies have co-operated closely with each
other in the past. - Even with formal cartels no longef-in exiétence,
pést relationships might reasonably be expected to make these companies
close ranks in the face of a common threat, such as the nationalization
of their bauxite properties in developing countries, or in the face of
the commercial problems described in the OECD Report. In recent years,

the following forms of "cartel-like" behaviour have evolved in the IAI.

6. Gentlemah;s'ﬁgreement

Since 1963, reference has been made to measureé taken by the
western producers to prevent the_expoft.of aluminum from the‘east,
mainly the USSR, Hungary, East Germany and Rumania, which upset market
conditions in the west. A "Gentleman's Agrgemeﬁf" is the term coined

by the British magazine, Metal Bulletin,2/ to the arrangement made

Sétween eastern and western producers of aluminum. Usually the
agreement has been associated with conditions of oversﬁpply in the
west, which has attempted to control aluminum imports from the east.
However, it has also been noted that at times the United States has
exported aluminum to the USSR under especially favourable terms. whlch

suggests that the agreement involves more than Just the control of

supply from the east.3/

1/ United Btates v. Alumlnlum Co. of America, 91F Supp. 335
"~ (8,D.N.Y., 1950).

2/ Metal Bulletin, London, August 2,° 1963, ps 14; January # 1966
p- 17; Mareh 18, 1966, p. 17; July 15, 1966, p. 9; July 11, 1967,
ps 26; August 18 1967, p. 23; Fcbruery 16, 1968, p. 2k;

February 14, 1969, p. 19; June'6, 1969, p. 21; January 12, 1971,
p- 15; March 12, 1971, p.. 205 March 30 1971, p. 12; and
April 2, 1971, p. 17.

3/  Ibid., June 6, 1969, p. 2l.
/The "Gentleman's
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The ﬁGentleman s Agreement" appears . to consxst of an arrangement

whereby the western producers agree to absorb a quantlty of metal each
year orlglnat1ng from the east. The quantlty is renegotlated from time
to tlme. A Brltlsh firm, Brandeis Goldschmldt {a sub51d1ary of the
merchant bankers S.G. Warburg), has acted as agent in handllng these
sales, Problems w1th the agreement have been experlenced, one being
that for a whlle Rumanla was not a party to the agreement and its
actlon tended to upset the marketing arrangement. 1/
| It 1s 1nterest1ng to note that the British Government is clearly
aware. of the "Gentleman's Agreement" end by their silence have shown
that they condone it. The same is probably true for the gove:pmeuts
‘of other western countries. In the pre-war period, the IAI would not
have involved ‘governments in their attempts fo'sta%ilize the market.
This Hasjﬁeﬁlehanged in fhat”governmenfe are used to apply anti-dumping
duties (as well as perlffs) and to support cartel-like agreemehts ‘which
tend to promote steblazzatlon 2/ This approach is consistent with the
: earller discussion’ of éovernment p011c1es almed at promotlng local
alumlnum industries. ' ' ‘ -
R “ The' "Gentleman's Agreement" has been relnforced ‘in Western Europe
through the establishment in June 19?1 of Aluflnance and Trade Ltd.,
by ALUSUISSE. Pech:mey,~ VAW British Aluminum, Montedisén, ™
Ranshofen Berpdorf, Holland Aluminum and Guilini. ALUFINANCE organized
wlth the asslstance of S.G. Warburg, the parent of Brandeis Goldschmidt,
flnances the stockplllng of metal on behal? of ‘thd’ partzczpatlng
producers. The object of this procedure is to hold metal outside the
market, -when a}Eurplue_ekists,'ihAorder_to prevent the depression of
prices.. Buyers'are'supPOSed eithernnot to know about the.size of the
stockpile at.any time, or to treatexhe stoekpile as‘being insulated
from the‘mafketq Seefecy is aftempted by the efockpi;e not being
reported in the balancte sgheets of ﬁhe-iﬁdivi&ualncompeﬁiesq‘ It should
be noted that only one United States producer is .associated with this

arrangement, namely Reynolds through British Aluminum Co.

1/ Ibid., March 12, 1971, p. 20.
2/ Ibid., August 2, 1963, p. 13.

/Similar co-operative
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Similar co-operative arrangements were made between seven of the
largest aluminum producers in the United States and Canada in 1965,
when, '"under a long term contract, (they) undertook to purchase all
excess {United States) government stocks at list price™. At this time,
the United States government, with stocks qulo? mmt, declared 1.3 mmt
surplus to. government requirements.l/ . |

A further measure of co-operative action on the part of aluminum
producers has been the formation in 1971 of the Buropean Producers
Aluminum Association (EPAA) representing all the West European producers.

. "Its objective is to exchange information on subjects of mutual
concern, notably plant capacity, and balance between production
and’ consiimption on a ‘world basis.!2/

'In addition, the Aluminum Association exists as an industry-wide
trade organization representing over 70 companies including primary
- producers of dluminum in the United States, leading manufacturers of
semi-fabricated aluminum products and principal foundries and smelters.

Failure to achieve results through agreements between the major
firms still leaves the firms the option of persuading their governments
to impose anti-Qumping duties. As noted by an ALUSUISSE executive,
" ... leave it to the Europeans to defend their market, after all, there
are such things as anti-dumping actions".3/ '

Similar moves have been made on'an‘international as opposed to
a regional scale through the formation of the International Primary
Aluminum Institute.

The Memorandum of Association states that the objectives of the
Institute include the following: ' -

(a) To promote and assist the development of new uses of primary
aluminum and the expansion of existing applications and the
usefulness of the primary aluminum industry to the general public.

{(b) To provide a forum for the exchange of information and the
discussion of problems relating to the production of primary
aluminum. :

"Problems and Prospects™, 6p. cit., p. 27.
Mikdashi, ope. cit., p. 39
Metal Bulletin, August 2%, 1971, p. 15.

U

/(e) To
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(¢) To 'undertake, sponsor or in any other ‘matter assist research
. in and the study of or matters concerning the production of
primary aluminum including without limitation matters in the
fTields of science, technology, ecology,. economics and statistics.

“(d) = To publish or prociure the publication of -information relating:
. to primary alumlnum°

(e). ., To, represent the interests of the prlmary aluminum 1ndustry in
dealings with any government trade organlzatlon or a55001at10n
v of any kind whatsoever. . 2

A proviso is also wrdtften in:

YPROVIDED THAT the activities of the Institute shall not ‘be .
such as will result in any agreement, understanding,, combination
or any other form of concerted action to limit productlon, fix
prices, suppress competition or in any other manner restra;n

- trade or commerce or to monopolize or attempt to monOpollze
trade or commerce."

To date, publlshed 1nformat10n circulated by ‘the Inmstitute Has
1nd1cated the monthly flgures on productlon and - seml-aﬁnual figures
of capa01ty, re: prlmary 1ngot, with estlmates of capa01ty for the
follow1ng two years. ‘Thege datd relate to the 44 members of the
Institute whlch 1nclude almost all the producers outsxde the 5001a115t
countries. ’ ' ' K ‘ o

Co-operative action by governments is implicit in the approval
for,publication.of.the CECD report which comments favourably“qn the
agreements on, . 1nvestment dec151ons by the large companleso o

A consequence. of this situation has been that markets and
prices in the aluminum ‘industry havé remained stable, a
necessary condition for consumption to expand and for the
increasingly heavy investment to develop on a continuous basis.
A certain centralization of investment dec151ons, together w1th
the world-strategy on which they were based, has helped to -

- prevent prolonged 1mbalance and 1ts dangers for long—term
stablllty."l/

The same report p01nts to the unde51rable degree of campetltlon
resultlng from the 1nvestment decisions made by a number of néw
:‘producers. whlch ‘Were operatlng by the beginning of the 1970s. It
Vsuggests that 1nvestnent controls should be engaged in collectlvely
'by all pJ:-v:aduc;ers.i large and small, old and new, and p0581bly w1th the

asslstance of governments.Z/

l/'”f’“Probiems and Prospects"» ope cit., p. 42

2/ Ibid., pp. 71 and 74.
/Another form
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Ancther form of government co-operation are the meetings
arranged betWeen the baux1te producing countries. The-ﬁarbh 19?4
~meeting held 1n Gonakry, Gulnea jinvolved as partlclpants, Guinea,
Jamaica, Guyana, Surinam, Slerra Leone and Yugoslav1a, and as observers,
Algeria, Cameroon, Ghana and Mali. The interest of these countries,

is to explore ways in which. greater economic adVantages can be obtained
‘from their bauxite dep051ts, It is interesting to note the range of
operating firm interests in each of these\countriee; in Surinam, one
company. is 100 per cent owned by ALCOA and‘fhe other 100 per cent oﬁned
by Shell; ia Guyana, production is divided between Guybau, a state~
owned corporatipﬁ (since 1971) which has about 80 per cent of the
production, anduﬁeynolds which hag the remainder Gnationalized as of
January lst, 19?5) in Jamalca, all the North American companles are
represented “and the government obtained” partlal “equity interests in
1974~ 19?5, in Gulnea, a consortia of 0lin Mathieson, Pechiney, BACO'
ALUSUISSE and VAW’ operate the deﬁOSlts, and in Australla, almost all
the major producers are represented plus some Japanese and Dutch '

interests, but’ f0 direct government interest.

7. Bauxite and Aluminum Pricing

The integrated nature of the IAI results in there being no open
market for bauxite and alumina. .Only the price of aluminum ingot is
widely quoted.due to the number of arms-length transaetionso- From
time-to-tiﬁe, some bauxite and alumina is sold on an erms¥1ength basis
but these markets are too thin for there to exist aurégularly'quoted
priee° In addltlon some of the arms~length transactlons are of a long
term contractual nature, whlch further mitigates agalnst frequently
quoted prices. The large transnational corporations do trade with
each other and while these are arms-length transactions they are often
barter type trénsacfions?”ﬁot involving explicit prices. For-example,
bauxite and alumina may be traded betwéen two transnational &orporations
in order to minimize transportation costs or to adjust to sodie mutually
“ beneficial’seasenal requirements. A similar pracfice prevails at the
fabricated aluminum product stage where one company will ftoll! metal

' ‘/fqr’enpther
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o for another company. For example, ALCAN discouraged Reynolds from

establishing an aluminum cable plant in Canada by agreeing to 'toll!

. Reynolds' aluminum ingot into cable for sale to Reynolds' customers

. in Canada. A further practice is for the transnational corporations

 to allocate particuiar markets to each other through the transfer of

information. For example, ALCAN may make a sale in France and Pechiney

a sale in Canadaj; ALCAN will fill Pechiney's order in Canada and

" Pechiney will fill ALCAN's order in France, thus saving on

© transportation costs and assisting the companies in maintaining

-geographlcal spheres of sales influence.

Quoted prices for alumlnum ingot are available from:a number of

- sources. Since these prices are important in an abseclute sense, and

" bécause some host-country tax policies have been tied to the level of

the price ingot, e.g.: Jamaica, it is critical that an appreciation is

- made of the significance of quoted ingot prices. In particular, it

should be noted that quoted prices need not and often are not the same

- as transaction prices for ingot.

There are several quoted prices for primary aluminum ingot. Seven

’ of these prices are discussed below.

{(a) The United States list price is the price publlshed by the .-

three major United States producers of primary ingot: ALCOA, Kaiser and
Reynolds. The list price is set by a price leader - usually ALCOA, but

Kaiser has also attempted to act as price leader on occasion. It is

. customary for the other two firms to follow after a very brief’ pericd.

- Changes in the list price occur 1nfrequently - seldom mOre "than tw1ce

a year and sometimes a given price may remain in effect” "for two Years
or more. The trend of the United States list price from 1961 1974 -

‘13 shown on Chart 1,

(b) The Canadian list price is the domestic price of:aluminum

ingot quoted by ALCAN for Canadian fabricators. It is quoted in
Cenadian currency and has usually been at a slight disc6uﬁt relative
to the United .States list price. In May 1972, Kaiser announced a
reduction of the United States list price from 29¢/1b. to 25¢/1b. and,
rather than follow this behaviour (as ALCOA and Reynolds did),. ALCAN

' ceased quoting a Canadian list price. The trend of the Canadian list
.. price from_l96l—l972 is shown on Chart 1. -

/Chart- 1

i
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Chart 1

D CANADIAN AND U.S. LIST PRICE OF PRIMARY ALUMINUM INGOT.1961-1974
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(¢) The Canadian export price is the delivered price of ingot
'at European markets quoted by ALCAN. It is the ALCAN price for ingot -

not sold in Canada, United States, or any couantry where price is

government controlled.

(4) The London Metal Exchange published price is equal to the

ECanadian export price. The trend of this price is shown in Chart 2
for 1966-1974. e

_ " The above prices are the list prices of aluminum ingot so0ld by
the major primary producers to non-integrated fabricators. For United
.Qfétés producers, this applies to approximately 1/3 of primary ingot
;‘)roduction.= The remaining 2/3 is used internally in the fabricating
operations of ALCOA, Kaiser and Reynolds. These list prices are not
the prices which apply to actual transactions to non-infegrated
fabricating. In perlods of surplus, it is common for the primary
producers to offer discounts to fabricators. Discounts of 10 per cent-
have been customary in the 1960s but in the 1970-1972 period of
oversupply and excess capacity the discounis ran as high as 2§;per cent.
off the United States list price of 29¢,Aas metal was actually seliing{; -
in substantial volume at 21£4/1b. in the United States market. E
| Therefore it appears that under "normal" conditions the actual
‘transactions price has been at a small discount relative to the major
prodﬁcers' quoted list'price; In periods of surplus, the ﬁié@ount'hasfl
increased to almost 30 per cent. In the opposite situation,‘aé the
market tightens, discounting is reduced and the actual price approacheé
ﬁhe list price. If demand continues strong, the list pricé will be
increased to allow the actual transactions price to increaée. The
market then reachés an equilibrium when the actual transactions price
clears the market and the list price is set about 5-15 per’bent higher -
50 that discounting continues at a "manageable" level. | |

It is clear, therefore, that the list prices quoted above do not :

" reflect adequately the state of the market at any given time. As a

result, Metal Bulletin, an English trade publication and Metals Week,

~ an American trade publlcatlon gquocte prices which they believe

',approx1mate more closely the actual transactions price in the LondOn;

' and United States markets respectively. Hetal Bulletin states:
- S ; : . ‘. /Chart 2
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Chart 2

LONDON METAL FQ{CHANG_I'; LIST PRICE AND M.B. CERTAIN OTHER TRANSACTIONS PRICE OF PRIMARY ALUMINUM INGOT s 1966-1974
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"When the price which forms the frame of reference for the
actual value of so overwhelming a proportion of zluminum

is so unsatisfactory, it is little wonder that its analysts

- both inside and outside the industry are groping around for
some other means of measurement."l/

(e) Metal Bulletin - Certain Other Transactioms price is'the
price which is thé éo-called "free" market price of aluminum in Europe.
It applies tp""contfacts involving metal which typically formed the
base for tﬁat market - that is to say metal from non-integrated
producprs 1nclud1ng those in the socialist countries".2/ The prlce is
heav11v depeuden on special exigencies, for example, whether or not
the soclal*st counories sell aluminum. It has been suggested that the
actuzl- transactlons price in contracts between the major European
pﬁxmL producers and fabricators lies between the London Metal Exchange

putll aed pblce and ‘the Metal Bulletin "certain other transactions"

price “but3cann0t be ascertained precisely for lack of data",é/. The
"certain other transactions"'price for 1966-1974 is shown on Chért 2a

(f) M@*als Vieek United States market price is similar to the ;

Metal Bullet;n Frice but refers to the United States aluminum marketn
This price is- not published by any of the major primary producers, but
is basea on current 1nformat10n on the actual selllng price of ‘aluminum
and seems to reflect the degree of dlscountlﬂg whldh prlma*J producers
- are offering to fabrlcatorsa! Although there’ 1s no evidence that all

aluminum is selling at the Metals Week United Statep market pr;pe,

this publication takes the position that it is the -price at which
aluminum is selling "in substantial volume" in the United States.4/

The 'cerfé@p other transactions' price of Metal Bulletin and the

United States market price according to Metals Week are gquite similar

and seem to reflect the free international market price of primary

ingot. Both these prices exceeded the quoted list prices in eaﬁly 1973.

Metal Bulletis, April 13, 1973, p. 15.
Ihlda‘ pB lb

Metal St atlstlcs 1960~ 1970 Mstallgesellechaft Akliengesellschaft,
P V. .

: Metals Week, May 8, 19?2. Po le

g ey

: . Lo

/Figure 3
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This coincided with the Cost of Living 'Council's price controls in the
United States which controlled the price of ingot in United States
domestic transactions while ingot -dales in foreign markets were made
at higher prices reflecting‘undgglyingrgﬁyket conditions. - In fact,
because of sh&rtagés, some.foréign metal was sold back to the United
States market at the. hlgher prlces thus undermlnlng the: controls.

(g} °rlce of Secondary ingot is the prlPe of ingot. made from:

reﬂycled alumlnum SCraps The.maaor prlmary producers also have .. ..
secondary umelters whlch are ip. COmpetltlon w1th.aumeroua,1pdependent

secondary smelte¢b,, As a result, the price of secondary ingot 1is much
more f‘ey1ble than the 118t prlce of primary.ingot. . _

. The Pllce o*¢ No. 380 seQOndary aluypinum.ipgot in.the.United. States
lles between the LME publlshed price and the 'certain other
transactions’ price for the period 1966-1971.. Since secondary ingot
15 a very close bubstltute fo; prlmary 1n@ot, one might.expect the
pr1Ce of secondary to be a good proxy for the actual transactions -
prlce of prlmnry 1ngot - B R S

he :mpllcatlons of hauxlte and alumlna pr1C1gg are.as follows:.

'(1) Arms- ~length world prices for bauxite and:alumina.are mot
published on a reguvlar basis so thatlthe comparison of transfer prices
to market prices for bauxite and aluming caunot be made in order to
assess the fairness of transfer prlcegn T

(ii) Some arms-length transactldﬁs of ba;¥ite‘and alumina are
made on an infrequent basis, but‘oftéﬂ 1nVO1vé ‘the transnational
‘cepporations which do- nnt publish” the prives, 6F Wiich™ engage 1n e
barter uransactions ot requlring pricéés. Other arms-lengﬁh :
transactions ‘are made for long-term contracts. LR

. {iii) Quoted (list) prices ©of aluminum ingot differ from
transattion (markeét) prices, which have usially been at a discount
from: quoted prices, with the size of :the discount varying with markétﬁf
conditions. - When price dontrols were applied in the United S%étésf}fhé
quoted prices were at a discount'to the transaction pricés. ;AnyMpélicy
that links taxxtion to: juoted prices as a proxy for the profitabilify™
of ingot producers penallzes the producers wore heavily whefi transaction
prices are less than quoted prlceS, and. pﬁnallzes‘the~govennment (tak-

collectors) when transaction priées ekceed’ quote& pr;ces,. tei FECSIN
Lo - PR RIS S i ‘ ?’J-". - /Part-II
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"Part IL ¢

PROFILES - OF TRANSNATIONAL CORPORATIONS OPERATING IN THE CARIBBEAN:

"INTRODUCTION: CARTBBEAN BAUXITE-ALUMINA INDUSTRY

‘This section sets out the"relatidhéhip'of the Caribbean Baﬁiifé;
Alumina Industry to the same 1ndustry in the Western world. on the _
basis of Bauxite and alumxna productlon in 1972. the Carlbbean s share
of world output was 44.0 per cent for bauxite and 18.5 per cent for )
alumina.” See tables 6 and 7= Its share of bauxxte productlon has -
declined from 57.3 per cent in 1960 and 1ts share of alumina productlon
~has risen from 17.4% per cent in 1970 to 18. 5 per cent in 19?2, Within
the Caribbean area, Jamalca and Surlnam are the largest producers both
in terms of bauxite and alumlnao ' ; ."

‘The foreign firms operatlng in éach of the countrles are shown in*
%2able 8, together with their productlon of bauxlte and alumlna.' ALCOA
operates in three of the four countrlesa It should also be noted that
ALCAN . operated in Guyana up to 1971 and that Reynolds huyana ‘was

natlonallzed as - ‘of January lst 19?5°

o ' Table 6

_ CARIBBEAN BuUXITE PRODUCTION
(000 long dry tons)

Country . 1960 1965 1970 . 19723 . 1974
Dominican Republic 678, . - 927 . 1050 - 1127 - . 1186
Haiti . 268 s 37 . 62b 690 ' N.A.
Jamaica | 5745 8 541i 11 820 13 385 ' - 15 086
Guyapa . .. . 2471 2873 . 4347 3 224 3556 .
Surinam .. .- = ..3h00 - - 4 282 0 . 5.927 17 6:580 N.A.. -
Total Caribbean . .. . .12 562 .° 16 999 .23 765 .. 25 006 L
Total World a/. - - 21923 30 335 49 894 -1 60 ‘90k

Caribbean as % of.;l‘*"'- IR P LR A

world a/ ' o : 57 3 - 5?»0 . b6 L a&lfj.

Sourpea‘ Mlnerals Yearbook, U 5. Bureau of Mines -
a/ . Excluding Socialist countries.

" /Table 7
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W+ . " .- CARTBREAN ALUMINA PRODUCTION -

'(00@ long;ﬁtonsﬁ St DT . w.

Country o 1960

- 1965.. .,-11970 - 1971 | . 1972 1973 197k

Jamaica - 6%5.”

Guyana o “; -

Surinam | “ ' i
TatalﬁCaribbean 66)i“

bl

Total Worid'a/ N Ao ,7

Caridvean as % of
world a/’

_??21 f 1 089 f;'i 28;m2; 2102 2 378 276
275 3l2 305 . 2bb 23k 211

59'_; f 893 1:% 169 © 1,270  N.A.  N.A

1055 2 89hh'w 3 257, , 3 616
N.a. 16 675 19 269 19 567

A7k 6.9 ¢ 185t

" N Lo o

Source: Mlnerale Yearbook, U S Bureau of Mlnes

a/ Excluding Socialist countrles.

Table 8

FOREIGN FIRMS IN CARIBBEAN BAUXITE ALUMTNA INDUoTRY

ETRRPERVETP

o et m e [ T T S EEET -

Ty

Countrﬁ

oA

Firm P =, Owner

_Dominican Republic. ... ..

Haiti

Jamaica

Surinam

4-‘*&LCOA"Ex§16ré£ion,‘."pmw e ALCOA e o o n
-Reynolds Haitian Mines rReynolds.

= ALCAN Jamaica Ltd. - rALCAN

~Kaiser Bauxite Co. Kaiser

=Reynolds Jamaica Mines Reynolds =

~Alumina Partners of Reynolds,. Kaiser
Jamaica ANACONDA

nRevere Jamalca Alumlna'] "',f:” Rt
Ltd. - ) : Revere

~ALCOA Minerals of'
Jamaica ALCOA

=Surinam Aluminum Co. ' ALCOA
~-Billiton Royal Dutch Shell

Source: Company reports.

/1. The
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1. The Aluminum Company of America

The Aluminum Company of . Amerieca (ALCOA) is the world's largest
producer of aluminum measured in. terms .of total sales, aluminum sales
or total assets {see table 9)., ALCOA and its subsidiaries constitute
an integrated producer and fabrlcator of alumlnume‘ Prlncmpal operatlons
1nclude mining and proce551ng of bauxlte in seven countries;
trhnsportatlon of bauxite and alumlna to the United States and 1n
connexion therewlth operatlon of a general shlpplng buginess;
‘production of alumlna in five countrlea, product*on of alumlnum fluorlde
and synthetlc cryollte, prlmarlly for use in smelting of alumlnum,
smelting of aluminum from alumina 1n slx countries and, 1n connexion
therewith, generation of electric energy and productlon of carboh
- electrodes; and making of alumiﬁﬁm”gﬁdfaluminum_allbys'iﬁyé'semi;'

finished and finished produdtswin ten countries.

Table 9

MLASU“ S OF SIZE OF LEADING ALUMIRUM COMPANIES

“‘Cd&ﬁah& Potal * -~ “Aluminum ' Tota1‘ "Primafy"é%uMEhdm‘"
sales sales -assets capacity

© o (Greillion) - .~ 000 5. Tons.
ALCOA - 2727 --2183 - 3198 1 815
ALCAN 2 by 19k 2 958 ' 1 691
Reynolds |~ 1993 . . 1789 .- . 2 Okk | 1 400

‘Keiser-* 1768 1151 ¢ - 2 057 1 167

Source: Securities and Exchange Commission, Form 10-K reparts for
ALCOA, ALCAN, Reynolds, Kaiser,, for the period ending
December 21, 19?4

}The éompény,
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ey
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Thé' company, its subsldiarlés and afflllates operate 62 plants
around the world, 29 of whlch are located 1n 17 foreign countries.
ALCOA products are sold in the Unlted States through sales offices in
_60 cities in.33 states, .plus the.District of Columbia and- through -~
b3 subq1d1ary and affllxate offices in 19 other countries. Products
are also sold through 31 independent mill products distributors in”
87.c1t1es in the United States.l/

. At the end of 1974,.'total net assets of the parent company and
ali:wholly-owned subsidiaries amounted to J.3 billion dollars of which
536 million doilare was in foreign locations. ALCOA held additional
foreign investuwents in subsidiaries and other conpanies owned 20 per
cepg or more worth 285 million dollars to bring‘'§LCOA's t&tal foreign
investments to 824 million dollars.2/

B SRS

(a) _ Diversification e ‘ . P
v Table 10 shows revenue ;} major product line for ALCOA and
consolldated subsidlarles. Prlmary and fabrlcated alumlnum sales
ddcohiited for 79 9 per cent of total revenyeq iﬁ lé?h : Operatlng
revenues (shlpplng, englneerlng, constructlon segv1ces, eto ) account
for 3.0 per cent of revenues._ Other sales, (chemlcals2 alumlna,:;
copper- magnet w1re, scrap,_bauxlte, etca) accounted for 16.9 pér oent
of tqtal revenue,, ALOOAualso-has two 1mportant uncansoladated
subsidiaries: ALCOA Properties, Inc.™ “(&PT) sy ALCOA of Australia’
Ltd. (AA). Revenue for these two companies in 1974 was 43.3 million
dollars and 241.6 million dollars respectively. API's revenues were
derived from rental and sale of rezl estate properties. A4A's revenues
were obtained from sales of alumina (59 per cent), primary aluminum
(7.5 per cent), fabricated aluminum products (19 per cent) and other
revenues including scrap sales tolling revenues and other sales
(1% per cent).3/

1/ ALCOA Annual Report 1973, pp. 18-19.

2/ Securities and exchange Commission, Form 10-K for ALCOA, for the
period ending December 31, 1974, p. 24 (hereinafter cited as
"7 SEC 10-K~-ALCOA).

3/  SEC 10-K-ALCOA, pp. 5, 36, 43.

/Table 10
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Table 10

ALUMINUM EOMPANY OF AMFRIPA AND -CQNSOLIDATED QUBQIDTARIES

C(Millinus: 6F dorlays) -

REVENUE BY PRODUCT

Primary Aluminum a/

%

Fabrigated Alumipumnm

- %
Other Sales E/
of - .

o

Operating Revenues ¢/

%
Total Sales and
Qperating Revenues

%

1990 - 197k
204 aus
BUNS 8.9
©1 055 1938
©69.3" o
207 461
132 '16.9
gz 83
S N " 5.0
1522 B
1100,0 100.0

o

qou*~n' Securities and Exchange CommlsSLOn. Farm IOle po b

'a/ Metal in 1ngot and molten forma

b/ Ircludes chemicals, alumina in’ varlous forma; gopper magnet,

-wlre, scrap, bauxite, and ¢ther produCts.

_/ Includes revénues from engineering and constructlon serv1ces,'
hlpplng ang other operations. s . :

- /Baged on
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“

Based on this data, it is -apparent that. ALCOA- is hea111y T
dependent .on hauxmte-alumlna—alumlnuﬁ, ALCDA.has-w;dely diversified
operatans based on aluminum. o

Table 11 .shows ALOCA's.price realization on primary -and
fahricated. aluminum products. - The difference between. the realized
price for primary and for fabricated aluminum provides an indicatipﬁ‘
of the value-added derived from fabricating. Price realizations for
fabricated aluminum have been. approximately doﬁhle the price . ,
realizations for primary aluminum during the l??OfIQ?H period,. The
tonnage of primary aluminum sold by ALCOA during this peripd has been
réiatively.sxable while the tonnage of fabricated-products-increased
by abuut 45 per cent.  Expanding the production of. fabricated aluminum
relative to primary aluminum has been an:important source of revenue
growth for, ALCOA in\thgbi§705. Revenues from fabricated products have
increased by almost 85 per cent between 1970 and 197h..

Table 11

ALUMINUM COMPANY OF AMERICA

k(Prlce Reallzatlon on Prlmary and Fabrlcated Alumlnum)

e ,
\iSales Quantltles -Sales Revenues “:Realized Price/Ton
e (000 short” tons) 210 (4000,000) 5 - = (g /Ton)
- ke AAE) o (P) o AF) 2 (R) (F)
vee. o0 38 sn;,1g9§7:~120“ L1085 5% . 1027
1972 33, 9% 161 .. 950 514 . .. . 1 OOk
1972 2388 0 1178 -.2178 . 1,170 459 o 993
1973 bh2 T 1495 220 1507 498 .1 008
297 - o33 Lo ro 1oh86:phsT o 19380 91k T T 17304
(P) - Primary (F) - Fabricated | “ B v

Source: Securities-and Exchange: pommk5510n.jForm 10~ K for the f
period ending December 31, 197L. ' I
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(b) KICOA's Bauxite ‘Exploration arid Development History

" . RLCOA has expanded its raw materials’ sourcés ‘continuously
throughout the twentieth century. From 1888 to 1902, ALCOA's
predecessor,. ‘The "Pittsburgh Rediiction Company, purchased alumina
from companies which were making “it for variouS”pséé'éﬁch as
abrasives. Most of the purcheses were from the Pennsylvania Salt
Manufacturing Company.1l/ The Pittsburgh Reduction Company was the
only entity which used alumina to make aluminum. b ' e

As the ‘company grew; it requlred-a‘growlng quaﬂt{tvldf'
‘aluminas In-1903, ALCOA began refining alumina at East St. Louls,Z/
In 190%, ‘the company enteretl baukite mining’ through the purchase .
bf the General Bauxite Company, a Subsidiary of the General Chemlcélﬂ
Coripany which operated in Arkansas. In 1909,"ALCOA purchased a
second property' in Arkansas, this time From the Nortdhbemﬁzny, ' _
In 1913, another deposit was acquired bringing ALCOA's United States
reserves to approximately seven or eight million tons.3/ In 1912,

ALCOA sent an engineer to Britiéh Guiana and acquisition of ore

deposits began almost 1mmed1ately»_ in 1916 the Denmersra Bauxite

Company Ltd, was formed to hold and mine the dep051ts and Jin. 191?,

2,000 tons ‘of Bauxite were shlpped to the United’ States.

"In spite of .belated efforts of others to chtain devositsy -
. : it appears that the Aluminum Company of America, through
L per51stent negotiation, litigatison, and compromise, had
acquired a very large pr0port10n of the sultable bauxite
.of British Guiana by-1925."4/ . R

Discovery and exploitation of dep051ts in Dutch Guiana occurred

-

at the same time. Mlnlng began in 1915 under the direction of a

subsidiary, the Surlnaagﬁche Bauxlte Maatschapp;;fé/

i/ C.C. Carr, AILCOA: An American. Bnterprise, Relnhart and Co.Inc.y
New York, 1952, p. 61

2/ Ibld,, p- €8, e

2 D. H. wallaca, Market Control aﬂd the Alumlnum Industryr
Harvard Press, 1937, p. 105.. ,. .

Ibid., p. 70.
.. Ibid., p. 71.

Qg
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ALCOAYS aggressive pregrammé in South Adierica resultnd 'in a g
worldwide 'scratble for - baux1te propertles in whlch ALCOA ™ contlnued
to seéek further reserves. In 1912 somé Dalmatlan and French lands
were bought. : In 1921, ALCOA purchaged 50 per cent interest in &
Norwegian firm vhich was renamed Norsk Aluminium Co. Norsk possessed
bauxite donosifs in Fraﬁée and Dutch'Gﬁiaﬁa.L/ ! '

In 1919, ‘an englneer representlng the Uihlein group “from
Milwaukee managed tg obtain bauxlte dep051ts in British Gulana
which would have’ prov1ded the Uihleins with sufficieént baux1te
to enter the alwminin industry and‘thereby’end‘ﬂLhOK'g ﬁénopdly.ﬂ
ALCCA brought suit against the COﬂpany alleglng that the dep051ts
had ndt been: obtalned in a legal manner. After 1it1gatlon in the
West Indian Court of Appeal and flnally before the Prlvy Counc1l
in Londen in 1923;7%ﬁé"d9903if was jhdged'to 5ei6ng fegaii&:tb
the Uihleins.  In {he meantime, ‘the laiter group had managed tot..
secure additional depeosits in Dutech Gulana and 'had"an optlon to
further deposits in’ British Guiard. ' - ' ' -

© O New Year's ‘Day of’ 1925, all of the Uihlein's bauxlte'
deposits were-sold to''an equal partnershxp of AZCOA the Carborundum
Compshy and ‘the: Acheson-Graphlte Compahy. ~The' UlhlEIHS stated‘
that. they had decided Wot to ‘enter the alhmlnlm 1ndustrj because
it would:be "tod whch Workl' 2/ B : '

The search for bauxite in Europe by ALCCA contlnued and resulted
in the . acquisition &f: hlgh grade ore in” Istrla, a prov1nce of Italy,
in 1924, "Also} in- 1925, ore bodies ‘were obtalned in Yugoslav1a

by acquisition of" magority stock Yoldings in two companles wh1Ch were

1t
Wi

/.. Ibid., pp. 7R:72: .o o i
2/ Ibid., pp. 130-131.
3/ Ibid., p. 139.

s

/In 1927,
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In 1927, L.T. Emory stated that he knew of no available
vauxite deposiés wﬁich wonld justify a mew aluminum venture in-
the United States. An ALCOA official denied this assertion saying
that many such deposits existed. Wallace, writing in 1937,
ventured the opinion that while 1arge; high-grade deposits were
knowﬂ to exist and to be available, these deposits were mainly
located in remote areas which were either inaccessible of lacked
adequate transport facilities or bothol/TWhile the quantity and
grade of bauxite were adequate, the cost of .the necessary
infrastructure to extract and ship the bauxite made such projects. .
unfeasible. . 5
T¥e next major change in ALCOA's bauxite situation . occurred

when Alum1n1um,Ltd., thg_predecegsor of ALGAN, was formed as a
Canadian corporation in l928.. 411 foreign holdings of bauxite -
with the exception.ofvsurinaamséhe Bauxite Maatschappij were ..
transferred to Aluminium Lid. L - L

| As ALéOA continued to expand, an increasing proportion of
its bauxite was imported from Surinam. Surinam’s Ccpreils were
drawn oﬂ heavily during the war having produced 5-2 million ..
metric tohs:é/ The Minerals Yearbook of 1951 reported that 53 per

cent of United St ates bauxite was imported during the war, mostly

from Surinam.3/ AICOA's reserves of bauxite in Surlnam have never

benn disclosed. ) ‘ )

- After the war, the Peconstructlon Flnance Corporation, a
government enterprlse, assisted Reynolds and Kaiser in purchasing -
alumina and aluminum capacity owned and built by the United States
govefnmént during the war. ALCOA had supplied the'requisjte technology

1/ Ibid., p. 1b1,
2/ Miperals Yearbook 1945, United States Bureau of Mines p. 686.
574 Minersls Yearbook 1951, p. 196. . |

"/and operated
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and operated the aluminum facilities during the war. However,.
ALCOA agreed to allow Kaiser and Reynolds to use the patented.
téchnolggy_royalty—frea 1/ and also prepvided the two- companies
with bauxite during the initial period qf‘operation,g(

In 194k, ALCOA sent geologists to explore in the Barahona

province of the Dominican Republic. The government passed a law.

stating that a tax of 1og per hectare annually and a. royalty of
10# per ton of ore would be levied and that, contracts woulad be
valid for not were than thirty years but would be renewable.?/
In 1945, ALCQA vas.granted a mining'ccncessioneﬁf'But developnment
of the concession did not,pccur,immediétely; In 1952, it was:
repcerted that ALCOA was constructing. facilities: to mine bauxite
in the Barahona province. . Upon completion.of a 14 mile rogd,'
shipments were expected to begin late in 195592{ “But, for some
reason, they did not. Then in 1957, it vas reported that ALCOA
had negotiated a 50-year ccntract with the Dominican Republic.
The contract-also called fer a possible 20 year extension, at
ALCOA!S opticn¢6/ ‘Dévéionment work continued and;the first shipment
of ore came. in. 1959, fourteen vears after ALCOA was, first granted
mlnlng pr1v1leges.?/

~In 1852, -the Internatlonal Bank for- Reconstruction an@
Development (IBED) performed :a study on- Surinam'!s bauxite resources
iuand the possibility of establishing an aluminum industry. The study

recommended that over a ten year period an aluminum smelter should

Minerais Yearbook 1945, p;'6902
Minerals Yearbook 1946, p. 115{
Minerals Yearbook 1944, p. 692;3.;
Minerals Yearbook 1945, p. 684.

Minerals Yearbook 1952, p. 199.
Minerals Yearbook 1957, p. 248.
Minerals Yearbook 1959, p. 235.

RIQ NN R
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be constructed based on power which was to be developed from the-:
Brokopondo River. IBED estimated the cost at 53 millioa dollars.l/
Negotiations with ALCOA followed. ALCCA agreed to undertake the.
project and in return the government of Surinam granted ALCOA
exploration rights in the northeast section -of Surinam.2/ The
rights allowed ALCOA exclusive privilege to explore an area.of
500,000 hectares-and to exploit or mine 20,000 hectares if
exploration was successful.’/

In 1958, it was announced that ALCCA was granted sole
ovnership of the Brokoponde project for a 75-year period. Upon
the expiration of this time, ownership would revert to the government
of Surinam.%/- Negotiations with Billiton, the: only other Surinam
bauxite producer resulted in an agreement whereby, some of ‘the
bauxite for the Brokopondo project would be supplied by Billiton.3/
The hydro development was financed by the government of Surinam..
Production began in 1966. .

Exploration for bauxite began in Costa Rica in 1956 when
. peruits were granted to Kaiser, ALCOA, Reynolds and the American
Metal Co.é/.By 1956, several of the companies had announced bauxite
discoveries but no mining development projects were announced.?/
In 1964, the government of Costa Rica imposed a royalty of 254/ /ton
an export duty of-ESﬁ/ton_and compensaticn of 5¢ per ton, plus.

property damage to owners of property upon which bauxite was found.8/

1/ Minerals Yearbook 1952, p. 202.

2/ Minerals Yearbook 1955, p. 2h8.

2/ Kinerals Yearbook 1957, p. 252.

4/ Minerals Yearbook 1958, p. 222.

5/ Minerals Yearbook 196%, p. 292.

&/  Minerals Yearbook 195€, p. 246+ . . :
7/ linerals Yesrbook 1958, p.' 220. '

8/ Minerals Yearbook 1964, p. 262..

/In 1967,
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In 1967,‘ALCOA announced that it was 1nvest1gat1ng a baux1te dep051t,
under a 25 year 1easeo;/ In 1968, an agreenent was reached between -
the government of Costa Rica and ALCOA whereby the latter agreed
to bhlld a 4&0 000 ton per year alumlna planto It was avreed
that ALCOA S 25-vear leasa would be automatlcally renewaole 1f
ALCOA 1nvested 150 m1L1¢03 dol‘ars dLrlng the firs t 2; yearsu ALCOA
was guaranteed 165 mllllon tons of bauxlue from the. depoelt
and any excess was to be Spllt equa]lv between ALCOA and *he
government 2/ in 1971, nfrastructure work'began and total p;ogect B
costs wers esti "aqu at 119 mlhllon doTlavsn- The m*ne ref1rery
comp_ex was: scrnduled to be completed by lq??oE/

ALCOA exprored for’ baux1te 1n Eéggya durlﬂg the perlod from
1956 to 1960 but announced no dlscoverle ﬁ/

In lqu, a subsldlary of Amerlcan Metal Climax called Carlbex,
Ltd. was gran*ed explora+1on rlghts 1n Jama1ca 5/ In 1959, it was
reported that ALCOA acqu1red a 301nt 1nterest in Carlbex and that )
prDupE»tlﬂg was contlnulng in Cla endon ParLsh (4 In 1960, it A
was 1°ported fnat a new company, ALCOA Mlnerals of Jaralca, Inco,:
had completed prospectlng and exer015ed 1ts optlon on a leese of:
over 50 square uniles formerly held by Carebex, Atdg ﬁLCOA announcedw
piand to Spenﬂ 15 m11 1or do‘lars on consc*unt:oa and deve)opment ?/
A scant thrée years 1ater, ALCOA uh-,ped ‘its 1n1tea1 ca“go of bauxmte
fiom Jamalcaog/ The swlftness of ‘the Jamalcan eevelopmenu wag

a ghar P contrast w1th the lﬂnyear lhg from dlgoovery to f;rse

1/ Minerals Yearbook 1067, p. 226.

2/ Miﬁerals‘Yeérbook"l?(;gg”p° 202.

2/ : yinerels Yeerfook'lQZl, ﬁl_éio”' ~ o o
4/ Minerals Yearbook 1958, p. 211; and 1960, p. 246.
5/ Minerals Yearbook 1956, p. 220.° ' o

&/ Minerals Yearbook 1952, p. 236a‘-
Y/ Minerals Yearbook 1960, p. 246.

8/  Minerals Yearbook 1963, p. 290. . i

,,/ﬁh;ément;in.f

o .- . e .- .
v . . B v L . .
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shipment in the Dominican Republie, the 10-year lag'between the
initial agreement and production startup of the Brokopondo project
in Surinam and the probable 21 yéar-lag in Costa Rica.

In 1562, ALCOA signed a 25-year agreementJWifh'the'govefnmént ‘
of Jamasica which set the royalty rate on bauxite. In the same year,
negotiations between {he United States and Jamaicanﬁgbvérnments | -
resulted in a Jamaican agreement to exempt foreign investors from
income tax for the first seven yeéré of operation and to permit
duty free impéfts of machinery, equipmént, raw materisls which
were to be used to manufacture products for export.l/

In 1968, ALCOA agreed to build an alumina plapt in Jamaita
in return fdr additional bauxite mining cencessions. The plant
was to be L4O,000 tons per year capacity initialiy and eventually
880,000 tpy.2/ The alumina piant came orn line in 1972 but ALCOA
continued to ship unprocessed bauxite to the United States as vell
as alumina. In 1969, ALCOA agreed to a limit set by the government
on the amount of bauxite which can be exPértedni/ In 1971, ALCOA,
Reynolds and Kaiser agreed to increase the assumed profit.?er Yong
ton of bauxite to $5,00 for inéome'fax‘calculation;:‘The'change
ineréased fotal income taX‘péyMents;by $1l.3 million dollarsaﬁk in
1972, Jamaica formed a National Bauxite Comtisgion to imsure that :
bauxite was being developed so as to achieve maximum possible benefit
for Jamaica.5/ Most of ALCOA's ekpioratioh activity during the 1950s
appears to have been centered in the Caribbean and South America.

In 1956, the Commenwealth Aluminum Corp. (Pty.) disclosed that
a huge discovery had been made in Queenslandaé/'VThis discdvery
stirred the North American companies and the Australian Hauxite.rush

began. ALCAN secured a concession west of COMAICC in 1956,2/

1/ Minerals 200,
2/ Minerals Yearbook 1968, p. 20k.
3/ Minerals Yearbook 1969, p. 210.
Ly Minerals Yearbook 1971, p. 210.
5/ Minerals Yearbook 1372, p. 202.
6/ Minerals Yearbook 1956, pp. 250-251.
74 Minerals Yearbook 1956, pp. 250-251.

Yearbool:

1962., P

/Re&nolds announced
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Reynolds,announcedxthat it was exploring in Queensland in 1957 and -
aﬁﬁounpgdAa discovery on an-island off the coast of the Northern
Territory in 1958.1/ - Western fluminum, N.I. was incorporated to .
perform exploration in the- Psrling Ranges of Western Australia in .,
the .same . year.2/. . . S FRTR R

_ In 1961, the year after ALCOA took over the Caribex .find
in Jemaica,. the company purchased 51 per cent of the Westeram _
Aluminum disoovery.in_the Darling Ranges. ALCOA also0 agread:with-fq
the Austrzlian government to-establish an integrated mine to
smeltenwoperaticnaéf-ln-1962, ALCOA closed a deal to sell-alumina -
to Mitsubishi -in Japan.t/ The Australian development was even
more -rapid than that.in Jazmaica. By late 1363, ALCOA's entipe
integrated complex - wag.on linengf;The-aluminaﬂrefinery‘at,Kwinana,
W.A. had been expanced to a capacity .of 1.37 million tons per year -
by 1970 and a second refinery was planned for Pinjarra with initial
capacity of. 530,000 tpy.6/ , _ .

The government of Egggﬁggiglwas-lqoking-in-1960 for foreign .°
capital to develop the bauxite discovered in Kalimantan in 1955.7/
But it was not until 1967 that ALCOA applied for and was pranted
exclusive bauxite éxploration rights to all of Indonesia except the,
island of Bintan.§/ Two years expired before an acceptable cont;ggf

was signed by ALCOA and the government.9/ In 1970,. ALCGA announced

1/ Minerals Yearbook 1953, p. 225.
2/ Mireraiz Yearbool 1978 pe 225.
3, Minerals Yearbook l961; p. 328.
L/ Yinerals Yearbook 1902 p- 305.
5/ Minerals Yearbook 1963, p. 296.
&/ Minerals Yearbook 1969, p. 218.
7/ Minerals Yearbook 1960, p. 248.
&/ Miner=als Yearbook 1967, PL'EZS; S
9/  Minerals Yearbook 1969, p. 209. " - = - w0 |

/that large
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that large reserves of bauxite had been discovered in Kalimantan.l/
The: company had agreed with the Indonesian goverament:to buwild

an alﬁmina refirnery and the initial: planned capacity was - 800,000 .-
metric ‘tons per yéar:s During 1974, a consortium of ALCOA, Kaiser
and five Japanese companies were planning to build a 250,000 tpy.
smelter in Northern Sumatra, Indonesia., The estimated cost of the
entire projeet was 500 millicon dollazs. At the end of August; Kailser
dropped out and 'ALCOA was undecided about participating.2/

Another major source of bauxite which materialized in the
19605 was 'in the Boké region of Guinza, formerly French West
Africa. - Aluminium Ltd., through its French subsidiary, Bauxites
du Kidi, was granted bauxite rights in the Boké area in the 1920s.3/

Companie des Bzuxites de Guinée (CBG) was formed in 1964
to develop the Roké project. Harvey Aluminum Company owned-

51 per: cent of CBG and the government owned the ‘remaining %9 per
cent. In 1967, negotiations were underway to divide Harvey's

51 per ceént interest in order to leave équity shares in'CBG as

shownd in column (1).4/ However, the final result of the negotiations

ended with equity shares as shown in column (2).5/

Group = ; (1) (2)
Government of Guinea : by 9 ‘ 45 %
Earvey 26 10.2
ALCOA £.8 12.6
ALCAN T B.8 1%.8
Pechiney (France: . 3.1 5.1
VAW (Germany) ' 2.6 5.1
Montecatini-Edison (Italy) 1.5 3.1
1

1/ Minerals Yearbook 1970, p. 221. o
2/ American Metal Market, August 31, 1974, p. 1.

3/ Minerals Yearbook 1961, p. 328.
L/ Minerals Yearbook 1967, p. 227.
5/ Hinerals Yearbook 1968, p. 203.

/Financing of
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Financing of the project was also underwayhin-1968.;;IBRD-:
agreed to loan CBG (4.5 million dallars “to develop the deposit. The
United States Export-Import Bank- lent CBG 25 million dollars to finance
- purchases from the United States:.of beuxite mining, transporting,
crushing, drying, calcining and handling: equipment. %The Unites States
Agency for Imternational Development also advanced a loan of 21 million
dollars .in lceal currency,;/ In 1971, -IBRIX lent CBG zan-rdditional -

9 million dollars.2/ %otal ipvestment in the Bok& projéct by the end
of 1572 was expected to be zbout 320 million dollars.’/ Produciion
capacity was planned at 9 mil}ion.fonshpe;-yearfg Thig_compares
with total production of 12.3 million tons in Jamaica and 14.2 million
tonz in Australia in 1972.4/ First shipment of bauxite from Boké
ocourred in 1973.5/ |

: - Becently,.ALCOA has shopn renswed interest. in exploration in
Surinam. In 1968, SURALCO, ALCOA's wholly-owned subsidiary,
participated in: an.expleration consbrtia with Billiton, ALCAN
and Ormet. Ths group announced that it would build an alumina
refinery with capacity between 450,000 and. 560,000 tpy.6/

- Another joint venture, this time:with: Pechiney; was. formed
in 1969. The two- companies n@gotiated with .the government of France
for the right to-mine bauxite in French Guiana. 4 proposal by the.
two compahies suggested: that the bauxite be shipped by barge to the
SURALCO refinery.?7/ SURALCO planned to expand. its alumina capaéity“
by 500,000 tpy. to handle the-bauxite-from French Guiana.8§/ The

C o

1/. . lMinerals.Yearbook 1908y p. 203.

2/ Minerals Yearbgok 1971, p. Z210.
2/ . Minerals Yearbook 1972, p~ 202. = . . . .
74 Minerals Yearbook 1973,-p. 197
5/ ALCOA Annual Repért 19727 p. 5.

6/  Minerals Yearbook 1968, p. 205.

72/ Minerals Yearbook 1969, p. 208.

-

8/  Minerals Yearbook 1970, p. 223. -

—
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joint. venture company, Companies Miniere ALCOA de Guyane (CHMAG),

was owned 75 per cent by ALCOA :and 2% per cent by Pechiney.- Estimated
banxite reserves in French Guiana amcunt to about 25 million tons.
CMAG agreed -that if further reserves were discovered up to 100 million
tons -then an alumina refinery would be built in French Guiana.
Otherwise, bauxite was to be shipped,to-SURALCO. The total

investment was expected to be . 16 milliom dollars.l/ In 1973, plans to
develop the French Guiapna reserves were deferred and options on

the reserves were allowed to lapse.2/

(c) ALCCA's Integrated Aluminum Facilities in 1974.

Table 12 lists ALCOA"'s current. sources of bauxite. The
compsny operates wholly-owned mines in United States’ of America,
Dominican Republic, Surinam, and Jamaica and participates in -
partnerships or consortia in Australia, Brazil and Guinea: Surinam
Aluminum Company is. ALCOA's oldest arnd largest source of bauxite.

In 1974, Surinam sunplied” about 32 per cent of ALCOA's worldwide
bauxite reguirements. Total bauxite production by- SURALCO in 1974 -

was atout 3.5 million tons of which 2.0 million tons (57 pér'cent)

was exported, mainly to the United States. 'The remaining 1.5 million
tons of bauxite was converted to alumina ir Surinam.?/ In 1974, '
Jamaica accounted for about.20 per-.cent-of AILCOA's bauxite requirements.
ALCOA mined approximately. 2.l million tons of bauxite in Jamaica :

of which 1.0 million. tons was exported to the United States and

1.1 million tons was refined to alumina in Jamaica.l/

Australia has rapidly become an important bauxite source for
ALCOA. Originaily, ALCCA used Australian bauxite either to produce
aluminum for the local markei or to export in-the form of alumina '~
to Japan. More recently, ALCOA has begun to ship alumina. to the '
United States, largely because of the rising cost .of Caribbean
bauxite. ALCOA has reported that by 1976, following completion of

1/  Finerals Yearbook 1971, p. 210.
2/ ALCOA Anpual Report 1973, p.75° L
3/ Surinam Aluminum Company, Fact Sheet 1973;“P='ﬁ.

74 Economics and Statistics Division, Ministry of Mining and
Natural Resources, Jamaica.

/Table 12



Table.12

" ALUMINUM COMPANY OF AMERICA: BAUXITE MINING

AL@OEV Aﬁérokimétéq'ALCOA‘s % of

. : : iy d Fh s : ALCCA's
Country - . Company . N. Equity 1974 ‘Output Share Bauxite
(%} “(000 short tons)
U.S.A.,  AICOA- 100 €50 650 6.0
Dominican , B | |
Republic = ALCOA Exploration
Company - - - 100 -1 200 1 200 11.1
Surinam SURALCO 10C Z 500 % 500 2.4
Jamaica- . ALEOA Minerals = - .- S
e _of Jamaica | - 100 2 100 2 100 . 19.4
Guineg E BALCO Mining , - - _ . .
" Company " 27a/ M., 1000 9.3
Australia =~ ALCOA of , o - 3
Australia ‘5513/ " ONoAa . 2. 300 - 21.3
ngzil - Cia Mineira . - e S
' de Aluminio 7 _SCe/ . 125 . 60 - 0.6
«Total SN : L. 10810 100.0

Sources: Securities and Exchange -Commission, Torm 10-K for the
period endinz December 31, 1975. Government of Jamaica,
' Economics and Statistics DlVlSlOn, Nlnlstry of Mlnlng
-and Natural Resources.
‘Unlted States Bureau.of Mines, hlnerals Yea*book 1’?2o

a/ See page 63 for ownerahlp of HALCO Mining Co. . .
b/ Australian interests 49 per cente

¢/ Hanna Mining Co., 23.5 per cent; Brazilian interests, 26.5 per cent.

‘/dn expansion
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an expansion of mining facilities and of the Pinjarra alumina plant,
880,000 short tons of alumina will be available to the parent
company from Australia.l/ 1In addition, the Australian reserves
supply the smelter of ALCOA of Australia at Port Henry; which has
an aluminum capacity of 100,000 tons per year and therefore
requires approximately 500,000 tons of bauxite per year. Based

" on thase two facts7 AICOA's share of the baux1+e m;ned by ALCOA

‘of Australia is about 2.3 million tons or 21.3 per cent of ALCOA's
worldwide bauxite supply. ' '

In 1974, the Dominican Republic supplied ALCOA with about
1.2 million toas of bauxite or 11 per cent of ALCOA's supply
All of the bauxite was shlppea in unprocessed form to the
United States.2/

HALCO Mining Company in Guinea began bauxite shipments in
1973 and in 1974, ALCOA's share was about 1.0 million tons. ALCOA's
share will rise by 2.6 m111¢on tons by 197%.3/ .In 1974, Guinea

upplled about 9 per cent of ALCOA 5 bauxite. This flgure could
rlbe to almost 20 per cent in 1979. ,,f

ALCOA continues to extract bauxite from 1ts‘m1ne at Bauxite, .
Arkansas. In 1974, this mine suppliied the 375,00C tons per year
alumina plant at Bauxite, Arkansas with approximately 650, OOO tons
of bauxite.

Finally, ALCOA has a 50 per cent interest in Cia. Mineira de
Aluminio (ALCOMINAS) in Brazil. In 1974, this unconsolidated
subsidiary mined about 125,000 tons of bauxite and ALCOA's share,
by the equity method, was ‘about 60,000 tons. This accounted for
less than cne per cent of ALCOA's bauxite supply- Currently, an
expansion preogratme.is underway in Brazil which will double the

mine~to-metal capacity at ALCOMINAS.L/

1/ SEC 10-{-ALCOA, p.2.

2/ Government of Dominican Republie, correspondence.

a—

3/ SEC 10-K-ALCOA, p.2.
L/ ALCOA Annual Report 1973, p. %.

/(ad) Alumina
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(d) Alumina Refining

ALCOA operates alumina refineries in five countries with a
total annual aluminaz capacity of approximately 5 million tons
(table 13).

ALCOA imports bauxite to the United States from Surinam,

Domlnlcan Republlc, Jamaica and Gulnea in addition to the bauxite

».8hipped at Bauxite, Arkansas to feed 1ts three United States

refineries. These reflnerles, located at P01nt Comfort, Texas,
Mobile, Alabama and Bagx;pe, Arkansas account for 53 per cent of
ALCOA's worldwide refining capacity.

The SURALCO refinery at Paranam, Surinam has annual alumina

v cqpaﬁity cf 1.3 million short tons. However, ALCOA uses only

750,000 tons of this capacity to refine its own bauxite and uses
"the remaining 600,000 tons capa01ty to toll process baux1te for
Billiton, the other major baukite producer in Sufinam. "ALCOA's
' share of the alumina is exported to Europe and the United States.l/
ALCOA of Australia operates two refineries. The :eflnery at
Kwinana has capacity of 1.38 million tons ‘of alumina per yeafa o
The Pinjarra refinery opened in May 1972 at an initisl capacity. .=~
of 463,000 tons per year. By the end of 197%, capagity h5d reached
880,000 tons per year and by 19?6 capacity was plannedlto exceed
1.4 million tons.2/ ALCOA, the parent companj;-is’to bé'suppliad
.w1th 880,000, tons of alumina by. ALCOA of Australia in 1976, In
addition to this, about 200, OOO tons of alumina lS used by ALCOA
of Australia in the company’s Point Henry umeltera This brings
ALCOA's share of the alumins produced by ALCOA of Autralia to
about 1.1 million tons. Most of the remainder is sold to Mltsublshl

of Japan under a long~term contract. 3/

l/ Surinam. Aluminum Companv, SUQA LCO Publice Relatlons Pamphlet
1973, pp. 6-7.. _ ‘

2/ Minerals Yearbook 1972, ppo 196 ~197.

74 i

Minerals Yearbook 1962, p, ,OS.

DR '

/Table. 13
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Table 13

- -ALUMINUM COMPANY OF -AMERICA: ALUMINA REFINING

Approx. - Y of
A s a7) . — ’ - .
Country Company ALC(.)A .19 ('-!v ALCOA's ALCOA's Bauxite
_ i Equity  Capacity 8hare  :lumina Source

{000 short ton’

U.S.A. ALCCA~DE, . '
~; Comforg - - 100%- 1 350 - .1 350 26.1  (Surinam,

Deminican
Republic,
Janaica,
o _ | o . CGuinea)
. ALCOA-Mobile 100 % 1 025 = .1 025 19.8  Guinea
ALCOA~Bauxite 100 % 375 . 375 .. 7.2 Beuxite,
' | ' o Arkansas
Surinam - SUNLICO - _ :
Paranam, - - -~ 100.% 1 323 . 750. - - 14.5.  Surinam
Australia ALCOA of . . .
Australia 51 % _ N A
Kwinana Co ‘ 1 378) 1 100 2k.2 Australia
" Pinjarra , o) x : o

Jamaida CALCOA Minerals
of Jamaica -~

Woodside 160 % o 551 58531 10.6 Jamaica
Brazil Cia. Mineira ) C ‘ ' C
de Aluminio -
Posce de ‘ _ ‘ . _ o ,
Caldas - 50 % 55 27 0.5 Brazil
Total o | . 693 5178 100.0

. —— —

Source: United States Bureau of Mines, Minerals Yearbook 1972,
pp- 191, 2C0D-201. Securities and Exchange Commission, Form
10-K for the period ending December 31, 19/4

a/ Australian interest - 49 per cent.

......

b/ Hanna Mining Company 23%.5 per cent, Braz1llan 1nterests

26.5 per cent.-
/In Jamaica,
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In Jamalca, ALCOA- ‘operates a 550,000 tons per year alumina -
reflnery at WOod51de whlch began production in 197L. Thel;eflnery
uses local baux1te and\aggounte for almost 11 per cent of ALCOA'SI
-refining capacity.” All of the alumina is exported, mainly to the
- United States and Norway. . o o |
- In Brazil, ALCOMINAS has a 55,000 ton per year refinery.

As méntlonedfearlier? ALCOMINAS has a project underway to double
the capacity of all facilities by 1976.

(e) Aluminum Smelting

| _ALGOA operates elght aluminum smelteys in the«Uniﬁed-S{etes,
two in Norway and one in éach of Mexico, Bregil Surinaﬁ-aﬁdﬁ
Australia. With the exception of SURALCO in Suu_nemhJ all of -
ALCCA's foreign smelting affiliates are partnershlpso (See table 14).
ALCOA's smelting capacity is heavily concentrated in the
United States where about 85 per cent of ALCQA‘e eeﬁacity is located.
Currently, about 70 par eeht of the bauxite used in ALCCA's
United States smelters comes from the Caribbean, about 15 per cent
Jfrom Guines and 17 per cent from Australia and.United States
¢ombined.
In Norway, ALCOA be -smelters at Mosjden (105, OOO tons .

per year) and Lista (62,000 tons per Vear) which are operated &as

- egual partnerships by ALCOA and Elkem of" Norwaye The alumlna for

these smelters probably comes from Jamaica and Surlnam- .

* In Surinam, SURALCO has a 7),000 tons per- year smelterc; hOut
of the aluminum ie successfully sold to the European Common Market
of which Surinem has been an associsted member since 1962.1/

The Point Henry smelter of ALCOA of Austraglia has an annual
capacity of 101,000 tons per year and represents about 5 per cent
of ALCOA's worldw1de smeltlng capac1ty.

Two ﬁmall smelters are located in Mex1co (44 000 tons per year);
and Brazil (28, 000 tons per year). The former smelter is probably
supplied with alumina by ALCOA's Point Comifort, Texas refineryox’The
ALCOMINAS smelter in Brazil is in the process of being expendéd'fo
approximately 56,000 tpy. R C

1/ Surinam Aluminum Company, opocit., p.12. |
T /Table 1k



Table 14

ALUMINUM COMPANY OF AMERICA: ALUMINUM SMELTING

i _ S ALCOA 1973  AICOA's % of ALCOA Alumina
Country Compsany T Equlty Capacity Share Aluminum  Source

{000 shért tons) v

P

United  ALCOA-ALCOA,

States Tenn. 100% 270 2707 14.5 7 Bauxite,Pt.
- : - =~ Comfort,
A . Mobile
ALCOA-Bodin,N.C. 100% 115 115 6.1 Mobile, Pt.
Lo : i R Comfort
ALCOA~Warrick, Ind.100% 275 275 k.7 Jamaica,
' | Surinam
ATLCOA-Massena, _ , B R - :
New York 100% 160 160 8.6 Hobile
ALC0A<Pt.Comfort, - ‘ ' ‘
Texas . 100% 185 185 " 9.9 Pt. Comfort
ALCOA~Rockdale, ' ‘ _ ‘ )
- Texas - 100% 280 280 15,0 Bauxite),
o R TR o c ..+ Pt. Comfort
AlCOA-Vancouver, ‘ , _ ‘ o _
" Washington 100% 115 115 6.2 7 Jamaica,
‘ SICERE L - Surinam,
Australia
ALCOA-Yenatchee, ‘ ) o
Washington. . - l00% 175 - A7% - 9.4 Jamaica,
, Surinam
Sub-total 1575 . 1575 . 8h.b
Mexico Alumlnlc S Ao '
“de C.V. - ' o
- ~Vera Cruz p tha/ 4 4y - . 19 1.0 Pt. Comfort
Brazil  Cia.Mineira de
Aluminio,S.4A. ¢ : “ :
~ ~Pocosg de Caldas . BO%E/ 28 1k 0.8 Brazil
Surinam SUR LCO—Paranam lOC c/ .73 73 5.9 SURQLCO
Norway Mosjden - 5oﬂr- -105 "5 2.8 (Jamaica
Lista 50%~ 62 . - 3 1.7 (Surinam
Australia ALCOA of
Australia Pty. Ltd, -/ : ' '
-Point Henry 19— 100 . -101 .- - 5.h Australia
TOTAL : 1 985 1 365 - . 100.0
Source: United States Bureau of ‘Mines, Minerals Yearbook 1972, pp-137,
L 149-152. T g
a/ - Mexican interests 16 per cent.
b/ Hanna Mining .Co. 23.5 per cent, Minas Gerais State 26.5 per cent.
(74 Elkem - 50 per cent;
4/ Elkem -~ 50 per cent.
e/ Australian.interests - 49 per cent.

/In total,
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In total, the smelter capacity of ALCOA and its affiliates
was 1f9§8;600”t0ﬁ5“péf jedr ‘at the ‘end of 197%, For several of the
1ééé’£h£nfwhailﬁ-6wnéd smeltérs it -is-difficult to-determine ALCOA's
share of the output: ’HowéVer;fALCGA'Hoes~provide.all:of_the’alumina
input to feed the smelters. Using a ratioof 1.9 tons of alumina.
to produ”e 1.0 ton of alumintm,’ ALEOA and its affiliates reguired
about 3,7?5,000?tons'of-alumlna.ln“l974= From table 13.it appears:
thafﬂALéOA has a substantial excess of aluminausupply-rélaﬁiﬁg‘ﬁqw,
its sméltér:rehuiremehtéb-:'l* LR : - ﬁﬁ;q;_

(£)  Aluminum Fabricating =& “i:. @ P S

ALCOA‘Operates 35 fabricating plants in 11 countries:
United States (2%), Australid, T1 Salvador, France, Colombia. Japan,
Mexico, Morocco, MNetherlands, United Kingdom, West Germany. - '
‘ng : Recent Developments -
“JAMAIGA R S

In May l97& the governmént of Jamaica announced that- it would
unilaterally increase the'royalty paid by bauxite mining campan;g§5
:ahe‘heﬁ préaucfibh levy is tied:'to the "'réalized.price' for alpmiﬁum
=ingot.“ In 1974, the production’ levy was 745 per cent of the ihgot

pr;ce and was scheduled to rise’ in two.stages. to 8.5 per.cent by
1976- 1977 1/ At an ingot price of 35¢ 1b. in the United States, '
thefJamalcan royalty'(7°5 per cent) yields over 11 dollars per ton
of bauxite. “ALCOA mined about 2.1 million tons of bauxite..in: 1974
so that a rough estimate™ of the production levy paid py -ALCOA is -
23-24 million dollars.

FPrior to Mey 1974, the bauxite companies had been paying a
royalty of approximately 2.50 dollars per ton of bauxite.z/ o

ALCOL wmay have been paying-a lower royalty of .1, 65 dollars
1.75 dollars per ton. ALCOA clalmed that the 1ncrease to ¥ 

over 11 dollars per t@n con°t1tuted a 700 per cent

1/ The Economlst May 25 1974 Do 116 Bu51ness Week June 22 1974,
P-29. -

2/ Securities &nd Exchange Commission, Form 10-K, for ALCAN Aluminum
Ltd., for the period ending December 31, 1974, p.7.

/increase in
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increase in the royalty rate. ALCOA had previously negoiiated_rf
its rbyalty‘fate with the government of Jamaica in 1968 when ALCOA
agreed to build an alumina refinery in Jamaica in return for
expanded mining rights.l/

5t the time of writing this study, the government of Jamaica
is engégéd'in negotiations with all Jamaican bauxite mining _
companies with respect to land ownership, government participation
and bauxite reserves. AICOA expects that after conclusion of
such negotiations it will have availabie to it in Jamaica reserves
adequate to supply iis needs for Jamaican bauxite at current f
consumption rates for 'a period of at least forty years.2/
DOMINICAN REPUBLIC

Following the Jamaican production levy the Dominican Republic
asked ALCOA to renegotiate its bauxite contfact,‘ Under the existing
contract, ALCOA was paying a royalty of 2.7 dollars per ton of bauxite
plus income taxes. ALCOA oifered to double the export royalty
to 5.59 dollars per ton but this bffer-was less than half of the Jamaica
royalty. ALCOA was also negotiating with the government concernipg;
the ‘transfer price paid by ALCOA to the Dominican suBsidiafy,whichq
forms the basis for the subsidiary's profit and income tax.3/

Information .obtained from the government of the Dominican
Republic indicates that bofhhroyalties and income taxes incresased .

and that a supplementary royalty was added.

1/ Anerlcan Metal Market July 22 1974, p-o 2kh.
2/ SEC 10- K—ALCOA B- 2. |

é/ Duarterlv Leonomic | Review of Cuba, Dominican Renublic,
Haiti. and Puerto Rlco, Economlst Intelllgence Unit,
LcndOh, No %7197k p. 6.

/DOMINICAN REPUBLIC
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[

' DOMINICAN REPUBLIC GOVERNMENT REVENUES
_ FROM THE BAUXITZ INDUSTRY .. S

. — i e fE— - - b i -

Exports . Royalties Income Other - Supplementary -  Total

Year -— Taxes Taxes
| {000 s.t.) | | - - 30000
1973 1145 - 286 307 6 . 3 316
7S

1974 1210 587 6019 8 905

———

§Q§Eye Government of Domlrlcan Pepubllc°

ALCOA is.the only ‘bauxite prcducer in the Dominican Republic.
The agreement which determined the mbove taxes was reached: in
December 1974 and according to the Dominican Government, the
agreement is provisionsl. CeL R o CT
SURINAM R :

In November 1974,  agreement was reached betwesn the Government
of Surinam and SURALCO_¢oncerning the country's bauxite revenues.
SURALCO agreed to pay.27;miliion-dollars ih extra taxes in 1974
caleulated as & per.cent of the price of ingot derived from Surinamese
bauxite. SURALCO -had already paid-taxes amounting to 18 million
dollars in 1974%. The agreement runs until the 'end of 1975 and then
8 new contractjwilljbu'negotiated.l/ .

(h)  New Bauxite Sources ;. .- : '

, It 15 uniikely that the. increased taxes and royalties.in
Jama;ca1 Dominican Republic and Surinam will -result in reduction
of output at these locations in_the shqort run. However, ALCGA
may chooge to reduce the rate of growth of bauxite mining in the
Caribbean in favour of developing new bauxiteqsources in coﬁnfries
where taxes and royaltles are less severe. ﬁévéfalipossiﬂilities
ex1st for ALCOA. o C ij; L br-;'-u.‘,“ u-*'

1/ Mining Journal, November 29, 1974 p. 465.

/In Rustralla,
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In Australia, ALCOA's mineral rights that are presently
being mined, supply bauxite sufficient to produce 7 per cent
of the alumina required to operate the company's present
United States primary aluminum capacity. ALCOA can increase this
supply to %42 per cent of such requirements, in five increments, by .
exercising options to: vaLJre additional mineral rights and
developing these reserves. OUtlons for three -increments were
exercised late in 1973. Exexc;se of the last two opticns, after
Decamber 31, 1986, is subject to the approval of the government
of Western Australia.})/ Bauxite reyalties are set by the state
governments in Australia. The royalty in Westexrn Austrzlia is
not known but in'Queénsland, the other major bdux1te produc1ng
state, the royalty in 1974 was ©.50 dollars per ton on bauxite proéessed
in fustralia and 1.00 dollar per ton on exported bauxite.2/

As mentioned earlier, the HALCO Mining Company project in
Cuinea will increase shipments of 'bauxite to ALCOA from about ¥
1l.0 million tons.in 1974 to 2.6 million tors in 1979.  This bauxite
weuld te sufficient to supply over 40 per cent of ALCOA's current
United States of America refinery requzrements."' ‘

Otner potentlal bauy1ue sources: ‘Which have already been
mentioned are located. in -Indonesia and Costa Bicas “ALCOA reportsﬁ'

.. that it is .continuing to study the feasibility of the Indonesia " -
bauxite-alumina project,?/ and that it continues to hold bauxite
concessions in Costa Rica.hk/ -

In May 1975, ALCOA announced that it had discovered é large
deposit of besuxite in the Amazon region of Brazil but that "some
additional exploration will be necessary in order to establish the
tonnage and grade of the deposit“. ALCOA said:that it 'is not invelved
in the consortium headed by ALCAN which is:developing-a bauxite deposit

in the Amazon but that ALCOA's'bauxite find is in the ‘same region.5/

SEC 10-K-ALCOA, p.2.

‘Securities and Exchange Commission, Form 10-K for Kaiser
Alurinum and Chemical Corp.,for the period ending December 31,
1974 Pp. 5-!']'0

5C 10-K-ALCOA, p. 2. ' .
ALCOA Annual quort l“?j, D- 5.

"ALCOA Asserts it has Large Bauxite Deposits in Brazil's Amazon",
Wall Street Journal, May 1%, 1975, p. 23. /2.  ALCAN

S

IR
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2e éLCAN Aluminjium Ltq.

ALCAN Aluminium Ltd. is a Canadian company with headquarters
in Montreal which is: engaged; through subsidiary and related
companies, in.all phases of aluminum business.on.an international
scale. Its 0perat10ns 1nvolve the mlq*ng and " proce531np of pauxite,
the basic aluminum ore-'the productlon of alumina fronm bauxlte-
the reduction of alumina to aluminum using large amounts of
electricity, the major portion of which is generated by ALCAN;
and the fabricating of aluminum alloys into semi-finished and
finished products. - The company is also engaged in transpertation
and warehousing, power transmission and sales, research and development
for the company's own use and for sale to third parties and the
operation of trading and service companies in the Caribbean.
Table 15, showing AICAN's revenues by product, reveals the great
diversification which ALCAN has achieved based on aluminum. The
categories shown in the table are ingot and ingot products, fabricated
products, all o*he‘ products which include alumina and aluminum
based chemicals among other things,: and opﬂratlng 1ncome wﬁ1ch
includes revenues from the sale of hvdroelectrlc paver and shipping
services. W1th1n fhe oategory of fabrlcateu nroducta an enormous
range of prdduéts are manufactured by ALCAN sub5¢d1arles.

(a) ~ AICAN's Integrated Aluminum Facilities

ALCAN's bauxite mining operations are summarized in table 16.
ALCAN has whelly-owned bauxite mines in four countries (Jamaica,
Malaysia, France and Brazil), a majority-owned mine in India and
participates in mining consortia in two countries (Australia and
Guinea). Jamaica is currently ALCAN's largest source of bauxite.
However, the major growth areas are HALCO Mining Co. in Guinea
which will supply ALCAN with 2.6 million tons of bauxite per year
in 1979, and a new bauxite development in the Amazon region of
Brazil which will supply ALCAN with 1.2 million tons of bauxite
per year.

/Table 15
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 Table 15
ALCAN LLUMINUM. LTD.: REVENULS BY PRODUCY
Sales (#million) . . - 1956 1970 1974 -
Ingot and Ingét Products a/ = 224 321 ¢ LlLg
o - % - 27 23 18
. Fabricated Products = L6l 723 1 49§
' ' % 55 53 7 62
- A1l other products - &7 268 Loo
' ' % 10 19 16
Other Income ST 10 15
Operating Income b/ ‘ 55 - 52 75
Dotal | o T 83k 137k 2 437
% 100 100 ' 100

o ———

Egurce: AnnﬁéiuRepbft 1974,'§°27_

~/ Represents primary aluminum sold. in. the form of ingot -for
remeliing, ehtrudlng, rolllnﬁ, and forging plus a small
amount of secondary aluminum. '

-

b/ Includes revenues from the sale.of. hydroelectrlc powert
~and shipping operations. - . ,

/Table 16
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Table 16 -
ALCAN ALUMINIUM ETD.: BAUXKITE MONING

. - - - - -~

> 2/ - AICAN's Share.
L/ 301d to’ thlrd partlns. ,
.5/ o Enulvalent of 200, OOO tons of alumlra,

e

-1{ iEquzvalent of 1 240 OOO tons of alunlna.
r 2 f-ALGAN’b ‘Share - 500 OOO tons of alumlna.

6/ ' Equlvalent of lOO OOO tons of alumlra,. ‘

Country - . Company . ALCAN lgfh % of "ALCAN
o : ‘ Equity Output Bauxite Supply
Jamaica' . AlJam 100 26008/ - 29 -
Australia °.Queénsland Alumina " 22 1250%/ - 1k
Guinsa HAIZO Mining Co. “27 1 000.¢/ 11
Malaysia "Southeast Asig : o L .
o Bauxite’ . . 100 . 880 | 10
hrFtanpe__ Soc. Anonyme, des . ﬁ.' _ _ T
o _Batxltes‘ 100 540 4/ 6 .
ﬁndia Indian Alumlnum Co,_ L5§, 500 e/ 5
Brazil EAlunlnlo Mlnas Gera*s ; _1QQ -ZEOIE/ - 3
Outside : . 7 ’ S _
" Purghages .- {Guyana, Suriram,
L Sierra Leone) -- . ., .1 950, a2 -
Total . .. . 8970 200
Source: ng—:'e __Tab.le: 18,

.. fAlumina refining.

S
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Alumina reflnlng capacity 18 shown in table 17. All bauxite
mined in Jamaica is reduced to alumlna at ALCAN's two alumina plants
at Ewarton and Kirkvine. The Canadian alumina plants at Arvida
process bauxite obtained f}om HALCO Miﬁing Co. in Guinea and also,
from third party sources in Guyarna, Surinam and Sierra Leoneu As
| ALCAN s new bauxite sources come on stream, they will replace the
:out51ae purchases by the Arvida plant. In Brazil and India, the
aluming’ plants reflve ‘local bauxite. Nlppon nght Metal Company,
ALCAN's related’ company in Japan, purchases baux:te under long-term
contract Lrow ALCAN's mine in Malaysia and from the bauX¢te mlnes
cf Queeno*and Alumina. Queensland Alumina Ltd. is 22 per uent o
owned by ALCAN‘and has a capacity of 2.7 million_toné-per year of
which ALCAN received about 500,000 tons in 197%. ALCAN also purchased
about 400,000 %tons of alumina from third party sources in 197L4.

Farly in 1974, plans for an 880,000 ton alumihazplant to be
built on the Shannon River estuary in Ireland were announced. Cost
cf the refinery is expected to exceed 50 mﬁlllon dollars. The plant is
scheduied for completion in 1980 and will process bzuxite from Guinea
and other sources and will supply alumina to ALCAN smeltens and
related customers in Britain and Yestern Eurcpe. | )

" As of Decenmber 1674, AICAN's five'Canadian-primafj aluminum,
smelters had a rated capacity of 1,035,000 short tons per year-of
42.8 per cent of the total smelting capacity of ALCAN's consolidated
and related ¢ompanies. The remainder of ALCAN's smeltlng capa01ty was
distributed geographicvally as follows: Norway - 16.7 per cent; Janan -
15.7 per cent; Spain - 5.6 per cent; United Kizgdom - 5.5 per cent, '
India - 4.5 per cent; Sweden - 3.0 per cent; Australia - 2.1 per cént;
Brazil -~ 2.1 per cent and Italy 0.2 per cent. Table 18 indicates
the alumina scurces of these smelters in those cases in which it
iz known. Total smelting capacity of ALCAN's consolidated and
related companies was 2,420,000 tons per year as of December 31, 1974,
Production in 1974 was 2,174,000 tons. In 1972, the primary aluminum
cspa01ty of ALCAN’s consolidated and related companies was 2,260,000
tons per year and accounted for about 18.8 per cent of western world
aluminum capacity in that year. ALCAN has aluminum fabricating interests

in 33 countries. /Table 18
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Table 17
ALCAN ALUMINIUM LTD.

Alumina Refining ALCAN - Alumina % of ALCAN's Bauxite
- Country - Company Fquity - Capacity Alumina ~Source(s)
L % {000 st)  Supply :
Carada ALCAN~Arvida 100 1 387 20.1 Guyana,
o Guinea,
e S Surinam
Jamzica AlJam~Evarton 100 624 : "(26 o Jamaica
PRI ~Kirkvine 100 615 - o (77
Brazil %/ Aluminio Minas _ _
“Gerais, S.A. 100 100 2.1 Brazil
India &/ Indian Aluminum (T .
1Co. 55 210 2.k India
. Japan &/  lippon Light Metal - . - . i coen
Co. -Bhimizu 50 595 . ag.o Malaysia,
. -Tomakomai - 367 o L TE Australia
Australia Queensland o L R
- “Alumina 22 2 700 a/ 2.k Australia
To-al Canaultv of ﬂLCAN and
Related Comgngles 6_598
Capacmtj wholly-owned bv ALCAN 2 726
Alumina svaileble to ALCAN from
wiclly-owned cnd related _
companies L =298 - - 92.2
Outside purchases S 370 ' 7.8
Total . cohope8 0 5 100:0 -
§0urce‘ See Table 18 : 1 1_ ,' L ,kl T;f

af ALCAN received 500 000, tons of alumina from Cueensland . ...
o Alumlna in 19?# : B e e
.7 _Output not marketed by ALCAN e mTe T

o . _ . re jmigf_ Coee ﬂTéb;e 18



- 68 -

Table 18

ALCAN ATUMINIUM LID.

Aluminuz Smelting ALCAN  Aluminum % of AICAN Ajumina
Country - Company - - BEquity Cagpacity Aluminim Source{s)
(%) (000 st) Capacity

Canada Five subsidiéry" : ' Arvida,

compsnies : - 100 1 035 L2,2 Jamaica,
Queensg=
"land

Brazil Aluminio Minas
Gerais, S.A. 100 : i
-Saramenha . ' 36 ' Brazil
-Arutn o ' 15+ Brazil
SUBTOTAL , 51 2.1 o

Ttaly ALCAN Aluminio | |

. Italiano 1¢0 L 0.2

Norway A/S Ardal og Sunndal 25 358 1k.6 Caribbean
Det Norske L '

_ Nitidaktieselscap 50 bz . 1.9 Caribbean

Spain ENDASA 25 138 .. . 5.6 . Caribbean

’ SUBTOTAL ' 138

V. K. ALCAN (U.K.) Ltd. 100 132 5.5 Jamaica

India - Indian Aluminum Co. 55 119 4.9 India

Japan Hippon Light Metal 50 L2s ~ 17.3  HNippon

Australia ALCAN-Australia 70 50 2.0  Queensland

Sweden Granges Essem AB 2L.. - - 95 3.9

Total Aluminum Capacity of.
Consolidated and Related

Companies 2.%50 . 100:0
Capacity of ALCAN's Consolidated .
Companies ‘ 1 291

1974 Aluminum Production by
Consolidated and Related
Companies 217k

Sources:1) Securities and Exchange Commission, Form 10-K, for ALCAN
Aluminium Ltd. For the year 'ended December 31, 1974,pp.1-17.
2) ALCAN Facts 197L, Public Affairs Department of ALCAN
" Aluminium Ltd., April 1974,
3) ALCAN Aluminium ‘Ltd., Annual-Report 1974, |
| /(v) ALGAN's
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(b)  AICAN's Qrganizational.Structure

In 19685 ALEGAN anncunced g company- reorganization which was. ..
deemed nécessary:because ofiincreased size, geographical spread . .
and vartical integration: .The company.adopied a decentralized
product line strugture:- The original-product line breakdown
included- three operating- groups. = . Raw:Materials, Smelting, and.
Fabricating and’ Sales - and.a servicessgreup: In 1973, the
smelting ahd raw materials-‘divisions. were: amalgamated. -It was
felt that the fwo!divisions were-highly:interdependent and hencey.
ciose CO-operation. was neaded-for both to. function-efficieadtly.;
Alze, both.divisions invelved process technologyrand therefore
. reyuired similar stylesiof-management.- .0 . o ol sonn
Within the Fabricating and Sales Division; Area General:.

Maragers: report. to. the:Executive Vice-President. : ALGAN's consolidated

.- and-related companies.involved in fabricating and.sales have.been. -

organized Into eight independent geographipal areas; Canada, K
United Statés.and‘Caribbﬁgn;QL&tin;America; Hniied Kingdom, Ireland:
and Scandinavia; Euyrvpe andzNear:Eazst; AfricaiFar.East;and: South Pa¢ific
“EBachi bf - the operating groups has-well defined responsibilities.

The.Raw Materials Diyision i& responsible’ fer:supplying- the bauxite’
and alumita requirements.of the Smedting Livieion, and also.ocean;”
shipping: operztions, sales:of ores;.alumina, and aluminum-based.. o.i.
chemicals; megnesium sales,  and, the.operations: of the fabriﬁétingh'_
.eompanies in.the Caribbean.: . v . -8 7 v s TEa R

i The Smelting Division's primerresponsibility.is torsupply
the bulk of the ingot requirements of the Fabricating and Sales
Division. . Other:activities -of the Smelting Division-inciude:-
operation of Cansdian power plants; operation:of the Arvida alumina-
plants: consulting on existing and potential group smeltet capacity,
smelter- constiuction™ and smelting-techniques and costs; administretion
of ALCAN's. expori:metal poéol-(iné¢luding Scandinavian and' other - .-
purchased-metal}; fabriecatifig and.ssles-operations-in Canada funder.
the strategic’ guidances of~the Fabricating:and Sales Divisiony; apd:-
the sale of aluminum based chemicals in:€anadd.’ @« YLl

' /The Fabricating

I Gt e
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The Fabricating and Sales Division is responsible for the
manufacture and sale. of fabricated protucts .and the sale of ingot
products. Other activities of the division include: determining
which geographic and end-use markets offer the greatest profit
potential and what products, facilities and services will be
required to achievé the desired share .of these markets; providing
guidance to the Smelting Division for-Canadian fabricating and
sales; and responsibility for raw materials-and smelting in
Australia and Italy (under the guidance of the. Smelting Division).
The Fabricating and Sales Division is not responsible for sales
of ingot or fabricated products of A/S Ardal og Sunndal Verk,

Indian Aluminum Company, Nippon Light Metal Company or’the fabricating
companies ' in the Caribbean..’ ) '

-+ In 1975, another major company reorganization took place.
The company's basic organization now consists of three geographically-
defined operating regions, tvo management committees, and a number
of ‘service (staff) units., -Each region ~ one. comprising Canada,.. .
.the United States and the Caribbean; another the Far East (including
Japan and India) and the Séuth Pacific (including Australia and
New Zealand); and the third, Continental IZurope, the United Kingdows,
Africa, and Latin America > is headed by a regional executive
vice-president. These officers are responsible from Montreal for ..
the efficient and profitable ongoing, development and growth of
all the AICAN operations falling within their respective territories.
Supporting them are ten.area general managers in various parts of
the world.

Also-at head office in Montreal are two key committees. The
Corporate Development Committee, headed by ALCAN's chairman and
chief executive officer, concentrates on strategic planning and on .
continuing review of Group. objectives associated with:longer-range
issues. .'The Executive Committee, chaired by the president, is
responsible for operational decisions, short-range planning, and .
implementation of the. objectives and Btrategies established by the

Corporate Development Committee.. LT
/Completing the
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Completing the prganization.of . ALCAN-at: head: office are a
number of staffiunits:.. Their role is to prowide servicerand:
co-ordination, in their areas of specialization, to the management
committees, to,regional headquarters and to all:ALCAN operating
companleSs Choas LT Ruey e e e v e fn e sn g Tk

’ﬂpQ Bauxite- ﬁﬁg&gﬁ am o mail s re . SRR

{i).The situation in 107044 In 19704 ALCAN!s. consolldated re

co@panles;wergjm;p1mg,baux1¢en;n,slxaﬁpunﬁrmeaaﬁﬁuyaﬂa,,ngagcamﬁ_g
Malaysia, ;France,. India and Brazil.. A.related: company,was minping. .
bauxite and producing aluming:in. Australia and.iwo pther related . |
companies, in Guinee;and;Brazil,.wereideveloping: bauxite depositss.
GUYANA o wsaee
In 1916, the Demerara Bauxite Company (Demba) was formed ...
.in British Guiana: as.a subsidiary of the.Alumjinum:Company fo
America (ALCOA) to hold.and:mine bauxite depositsyl/. In 1928, . .
Alumig@u@ Ltd:, the:predecessor of ALGAN,.was formed as a Canadian.
corporétion° All¢qf4$LGQA}s;fpre;gp holdinggﬂp;gbqqxit@;withAthgni
exception of these, in.Surinam:vere.transferred;to -Aluminjum Ltd,...
In 1937, Aluminium.Ltd, began. production.of;-calsined bauxite,. a..,;,
product developed;by:the; technical-staff.which-is-used in.the. -o....
production.of abrasives andgreiracﬁgrﬁgb:icks,: Calcined bauxite .un
. :bgcame ay importan;;ppgduct of .Demba.in,the 1950s.2/-Between 1957
;and,}9§1; ﬁgmbalplgngg@;anﬁ construgted.an alumina plant.. .Sprostons
Construction Ltd., a subsidiary of the Aluminium Company of Canada,

built the alumima plent -at.a .costrof 37.5 million dollars.Z/:

/7 DA Wallace, Market Control and the Alﬁﬁiﬁgmuindﬁéfqg;'ﬁafvafd
¢ Unmiversity Press, 10375 p- 70 < . . . P b

2/ .. E.H.Roden; “Bauxite, Déimba,. Alumina and ‘British Guisna'! Address
delivered to the Royal Agricultural and Commercial Society of
British Guiana, May 29& 1957. po 5, ) s " ’

3/ Ibid., p. L.

L v . . hep B ed. LT,
st o wbmapnpaeft a0 0 e ddn b rarang
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“In 1970, production =t Déemba was as follows:1/

Metal Grade Bauxite = ° 7 1,373.000 tons -
 Alumina P 7 324,000 tons ‘
‘Calcined Bauxite . T : 626,000 tons

Total bauxite production in 1970 was about 3.4 million ‘tons,
of which 38 per cent was shipped to ALCAN's alumina plant at Arvida,
Quebec in the form of metal grade bauxite, 22 per cent was converted
into ‘Alumina at Démba’s -alufiina refinery at Mackenzie, &and 40 per
cent was processed into calcined bauxite'in Guyana for sale to =
thé abrasive and refractory” industriesi Alumina output was séld
oh' world' ‘markets at commercial prices, mostly on long term
contracts.2/
JAMAICA

. The red earth aress which cover ‘almost twé-thir8s of Jamaica's

e

surface were identified as bauxite by thé Jamaican Dé?éffmeﬁt:df
Agricultufe in 1942. ‘Aluminium Ltd. of Candda began the first
economi¢ investigations ‘of the ‘lsland's bauxite’ deposits in 1942
and, in"1943%, a subsidiary company, ALCAN ‘Jamaica Ltd. (known at
that time‘as ‘Jamaica ‘Bauxite Ltd.) was 1ncorporated 'in Jamaica to |
continue the 1nvest1gatlons,é/ In: 19#3, the first shmpment of
Jamaica bauxité was sent to plants’ 'in North ‘America ‘fof laboratory
examination and. process 1nvest1gat10no A relatlvely hlgh ferrlc oxlde
‘¢oritent rendered’ the bauxite uneconomie 1n1t1a11y but thlo technlcal
‘problem was soon overcome. C ' ' T
Between 1949 and 1952, ALCAN constrQCtéd"énJaiuﬁina:piaﬁfg’ﬁhe

Kirkvine Works, near Mandeville. The constructlon of Port Esqulvel

.lwés"finiéﬁéd“ﬁﬁ ALCAN in 1954, A second alumina plant was .built
,+. at Ewarton between 1956 and 1959.%4/ Both alumina plants have been,

CO B

1/ Fact Sheet, ALCAN in Guyana,. 19?0,~mimeéo.

2/ Ibid.
3/ "ALCAN, Alumina and Agriculture 19432-1967", company document,

mimeo, p.l.
L/ "Jamaican Achievement’, company document, 1966,
/expanded and
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. expanded. and each_cu;;entlxrhqs an _annual ﬁapacipy_of‘5ﬁprqqg:%ong '
tons. . . Sorou ot =" e : ‘ ‘s g

| In 1970, ALCAN Jamalca Ltd. pro&uced 535L599,long tons of
_;alumlna at the, Llrkvine WOrka and h8?.537 lbng tons of alumina
-nat the Ewarton works.! Bauxlte requlrements to produce this B
alumlna Were approxlmately 2.3 mllllon tons. Twenty931x per: ‘
cent of the alumlna was ﬁh1ppéd to ALCAN's Canadlan smelters, "

48 per cent Was shlpped to related smelters in Scand1nav1a,.

20 per cent was sold in the Unlted Statea and 6 Jper, cent was sold
elsewhere.
MALAYSIA

Baux1te was flrst mlned 1n Malay51a by the Ramunla Bauxlte

T
*

Min;pg Comganylln*lgﬁa.‘wThe,Mlne;alsn¥gar?99k repor$g¢ in that
year that . there .Was ; title dispute over bauxite reserves on thg 
property ad;o;nlgg Pamunla 5. mlnes. In 1955, it was reported
that. Alumlnlum Ltd. was thq other party in the dlspute and . that.
Alumlnlum had won xitle to the reserves, Sou¢hanSt Asia Baux1tgs
Ltd. (SEABA) was, fqrmed Bs,.a subsldlarv of., Alumlnlum Ltd to held
the rgserves,iegt;mgyed at_gbqu;‘}gkpll;iqn tonsloﬁ:bguglte,,;nd
to work the rese;ye§tjgint;3:wi;h;;he;gqmun;a;B@qx;fg Mining Go..
Production was shipped to ALCAN's related.company, Nippon Light -
Metal of Japan, beginning in 1958. In 1960, a 25 per cept-interest
in SEABA was éo}dqto:Nippon:LighEnMetala__In,1961, ALCAN. announced
,p}gns.yq build .2 washing plant to treat ore mined bx‘SEABA, The+
.plant was to be completed .in 1962 with a capacity of 500,000 tons
of bauxite ﬁer year and was to be operated by thé newly formed
subsidiary, Johore Mining and Stevedoring Ltd. T'.l,.ﬂv Mi:“ N

In 1970, about 550,000 tons of baux1te were mlned and shlpped,
mainly to Japan. B TR TP R
AUSTRALIA By . » "f{f‘¥;“4 ;A Wf en

._:.|.
v

As stated earlier, the huge hﬂHXIt& dlscovery made in Queensland,
Australia by COMALCO in 1956 stirred the North Amerlcan aluminum

compznies land started an Australian bauxite rush.;/ ALCAN secured

1/ See page 61.
/a concession
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‘s’ concession’ west &f COMALCO in 1956';/'H0wever, it was not until
1964 that ALCAN began using Australian bauxlte. 'In that year, a
loan of 117 million dollars WwAaS secured from 11 United States banks
headéd by Melloh Natlonal Bank and Trust as interim finance for an
alumina pianf'to’be'builtyby'QueenSiandhluminé Ltd. (Qal). %AL was
initially held 52 per cent by Kaiser, 20 per cent by ALCAN,
20 per cent by Pechlney of France end 8 per cént by Con21nc Rio
Tinto of Australia Ltd.2/ The alumlna plant was to be supplled
with bauxite from the COMALCO mines. -

QAL came on stream in 1967 at a capacity of 600,000 tons
per year.3/ In 1968, capacity was increased to about 1,000,000 tons
per year and by the end of 19?0, capacity was“l, 428 000 tons per
year. Ownersth of QAL underwent some changes as capstity grew.
At year-enu 1970, KalsEr owned 3%7.3 per Cent: AICAN's share had
increased to Z1 per cent; Pechiney'"héid 30 'pér ‘cent; COMALCO
had purcﬁased 11.3 per cent and Conzinc Rio Tinto' of Australia
held 9.4 per cent. i/ In 1970, "ALCAN' s share of HAL was approxlmately
320,000 tons per’ year 'of ‘which about 80,000 tons Wds used in
ALCAN's- subsldlary sneltér in Australia and the remainder vas
sent to ALCAN s Kitimat, British Columbla smeltér. ’
GUIREA = o 5= - T P

‘Aluminium Ltds, ‘through its French subsidiary, was granted
bauxité rights in ‘the Boké region of Guinea in the 1920s. 5/ In
the mid-1950s, “ALCAN decided to begin to develop the deposits which
graded at 58-60 per cent alumina. AICAN Feached an agreement w1th

-~

1/ Ibid., pp. 250-251.

2/ - -Minerals YearbooK 1964, p.-264.
3/ Minerals Yearboogk 1967, p. 228.
4/ - Minerals'Yéarbook 1972, p. 201.

B/ "¢ Minerals Yearbook 1961, p. 328,

- /the :colonial -..-
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the colonlal ‘government to establlsh a bauxite~alumina produc1ng

and exportlng 1ndustry at a cost of 150 million dollare. A seventy—five

mile rallroad wand a 250, 000 ‘ton per vear alumlha plant were planned.

Construction was' scheduled to begin in’ 195? and be completed in 1967, 1/

In 1958, Guinea galned 1ndependence. ALCAN had begun conetructlon'

on the railway and port facilities. Howevet, in 1961, ALCAN,

announced that work on the Boké progect scheduled to be completed

in 1964 was helted due to an 1nabllity ‘to solve flnanc1al problemsa

The government demanded that a mlnlmum of 175 Million dollars be  °

invested in the progect. " AKLCAN ‘made ‘a new proposal bu't it was regected

by the government and ALCAN was ordered to cease all operatlonu and

all assets were exproprlated 2/ Co '
Subsequently, a JOlnt venture between Harvey Alumlnum Corp.

(HALCO) ‘and the' government wae'negotlated.“Compenie des Bauxites’

de Gulnes (cBG) wae formed in’ 1964 to’ develop the “Boké: project. At

preeent ALCAN holds 13 8 per cent 1nterest 1n CBG through its

27 per cent holdlng in HALCO,g/ b o °

2 "Fihancing of the Boké proaect was’ underway in 1968. The World

Bank (IBRD) agreed to loan CBG 64} 5 WilTiomn dollars to. deveiop the

deposit.  The' ExPorthmport Bank of “the Udited States lent CBG

25 millich dollare to flnance purchase from the United States of

bauxite mlnlng, tranSportlng. crushlng, drvzng, calcinlng and handllng

equlpment. The- Unlted States Agency “for International Wevelopment

also-advanced & loan of 21 ‘millioh dollars in local’ currencye_/

Total investment by the end of 1972 was expected‘to'be 320 million

dollars and production capacity was expected to be 9 mllllon tons

of bauxite per ‘year.5/ 1In 1970 ALCAN expected that the flret |

shipmeats would’ begln in 1973. B S -

-

1/ Minerals Yearbook 1956 p- 250.

g ) O : R

2/ ‘Bauxite, Harvey's Guinea Venture", Mining Journal, October 11,
1963, Volume 261, N2 6686, p.329. e e

3/ See page 50 for’ cwnership-of HALCO snd CBG.' "
L/ Minerals Yearbook 1968, p. 203. IR R
5/ Minerals.Yearbook 1972, p. 202.

/FRANCE
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Alumlnum Ltd. acqulred bauxlte dep051ts in France in 1928 i
when ALCOA & bauxite holdings in thaf country were transferred
to Alumlnlum ILtd. In l??OT_Soc;ete Anpnymg_ﬁes,Bauxltes et
Alumines de Provlncg,(SABAP?Jproduced‘abouj.5OQ,QQO.tqns.of
bauiite all of thch_was sq;d,tp third‘garﬁy cystomgps in Burope.
ALCAN.holdé,a 55, per cent interest in the Indign,ﬂluminum
Company (INDALCO).. This.cpﬁpany is fﬂlly‘iqtegrated,fnomqmine
to fgpripatéd-prﬁdﬁpps_ghdais self-sufficient in bauxite-alumina.
BRAZIL e e

ALCAN's operatlons in Bra211 began in 1948 wlth the  opening -
of a fabrlcatlng plant. In 1950, ALCAN acqulred a small company,
Electro Qulmlca Bra511e1ra, S.A.,,which owned a bauxite mine, .+
an alumina plant and,a"smq;lwalumanum,anﬁzﬁgprp~alluy smelter located
at Saramenha in the sfate ﬁf‘M;gas Gerais. This smelter was expanded
after it was acquifed Hy”ALCAN. A second smelter was built by ALCAN
at Aratu in the northeastern state. of B;hiP- The logation. was chosen
because of government reglonal development 1ncent1ves, .The bauxite
E Lfér the Saramenha and Aratu smelters comes from two bauxite mines, .

" one at Saramenha and’ one at Pocos de Caldasaﬁ All. bauxlte is
conVerted to alum1na at the alumina plant at Saramenha l/

In 1969, ALCAN announced plans to ‘develop a 30 million dollar.
bauxite.mlnlng prOngt:cgpable of. ap annusdl outputuof one.m;lllon,“'
tons. ‘Tﬁe highigrade reserves_had been under investigation for
fi#e years in tﬁe‘state:of Para.. The mine site is lcqafed close .
to the'Amézon‘Piven and ALCAN's;plgns,called_for a'.drying. plant ...
and ocean shipping facilities to be built on the Amazon. . AICEN!s -
share of the bauxite was to be shipped to the Arvida al um1na plant
in Canada. 2/ ' e

1/ ALCAN Aluminium Ltd., Annual Report 1973, pp.22-24.
2/ Minerals Yearbook 1969.

IMSummarZ qf".



it e -t Summary of AICAN's Bauxite Operations dn 1970 - - . 0 .o

+-xhLCAN "5 naw material. supplles in, 1970 are ﬁummarlzed in the
folloWins table.r . @i 2o fweest o soaelig et L T SR

W :

. MR S, ¢ oo i S , A . L

" ALCAN BAUXITE SCURCES - 1970

Country 1970 Bauxite Production Comments
(000 toms) ' 7 (%) -
‘mgﬁﬁéﬂér o - o ToTo RN '”i_; =0 not ‘including caléined
Jamaica - ; Ceres 2 300w . ...f:'.;gw. —
Maldyeia ' 550" - T8
Austrelia ' 700" .;L* 11 ¢
‘Guinﬁa s ; : ﬁ'-:l,'._ .ﬁif under construction
France’” 777 TBoo T 8 " s0ld to third parties
India L 400 6 .
Brazil | 10 . . 2
Brézil-Tromhetas - T under construction

TOTAL - 590 100" .,

(ii) Developments since 1970. On March 1lst, 1971, fhe Demexafé-

Baux1te Company was . natlonallzed by the government of Guyana. ‘ﬁiCAﬁl
agreed to purchase, until the end of 1971, more than 50 per centa“*r
of the full capacity productlon of metal grade bauxite and alumlna jf
from the government-owned Guyana Bauxite Company. The rated capa01ty
of the alumina plant at the time of natlonallzatlon was 785 OOO tons.x
ALCAN also agreed to buy '"limited tonnages" of metal grade baux1teif‘
£rom Guyana Bauxlte Company at favourable prices in the years

1972 and 1973. " The company reported that short falle in bauxxtel -
sﬁpply in 1972 and 1973 would be made by 'additional shipments from -
other Eroup and. third party sources”:'?éo make up for the loss of .
alumina shlpments from Guyana in 1972 onwards, ALCAN announced

“ and atso expecte& to rece:ve'alumzna from'bther ALCAN group svuwCes,;/
Durlng 1970-1971 the alumlhum market wag in’ a depressed state N

‘ w;th world markets 1@ a stute of oversupply. Thé worldﬁldé smelter .

1/ ' "ALCAN Aluminium Ltd., Annual Report 1971, p. 5.
2/ Minerals Yearbook 1972, p. 135.

/oversupply situation
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oversupply situation'existed with respect to bauxite and this undoubtedly
made ALCAN's task of finding substitute sources ©f bauxite somewhat

easier. Table 19 showing Canadian imports of bauxite ghd’ ‘alumina - -

indicates how ALCAN supplled lts Canadlan alumlna plants and smelters.
Table 19

ALCAN ALUMINIUM LID. .. .

| 1970 . 1974
Volume Value, - Volume . Valuve
(thousand (millions. (thousand (millions
of of of ) of
tons) dollars) tons) dollsars)
Bauxite Imports - Canada _
S8ierra Leone - - _' 46 2.7
Guinea 49 - 0.20 - Q72 3063
P.R. Chin‘a w . :-'"",'- - - . 38‘ - ; Oalzr
Guyana I 2 281 19. 3k 1 253 10.4
Surinam 174 ¢ 3.28 o 349 - 7.8
United States 6 0.23 35 1.9
Malaysia = = = .« 176 8,89 e T e -
Australia . R ) L. 36 T 0454 Dk - -
India =~ - ‘ 30 7 guis - -
Indonesia: - E w0 267 10181 R TN e -
Venezuela - o 6 0.08 L -
Ghana ' ) T o - ' e e S -
"Totad - 2784 24,85 2993 338
Alumina Imports - Canada = ° S
France a A - -
W. Germany = R S Tl : 9.1
Australia o - 183 12.37 0, k25 - 37.1
Guyana - g 90 © 6,10 26 1 g8
Surinam - SRR 33 . . 2.12 Ce 12 0.8
Jamaica _ . . c - 349 - 2h.53 - 133 “12: 8
United States T 386 C 27.39 -'225 18.6.
Guinea - - . L A= - e = Coe
Total . - | .10k . 73,01 973 . 80.2

Source' Statlstlcs Canada, Imports by Commodltles. Cat. 65 007.

Note: The Canadlan Reynelds Netals Company imports alumlna from United
- States' and Jamalca to feed its 175 slaie) tpy smelter at Ba1e Comeau,
‘Quea . . : S

-=._' - . E

_ /Baiixité_ chipments’,
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Bauxite shipments from Guysna.beghi falling in 1972 and by
1974 amounted to only 55 per cent.of .the 197%L volume. In 1972
andi1973,_Malgysian-pauxite.prqductionﬁwaéﬂiggreased and. about
100,000 tons .was -shipped. te, Canada-in each of-these years. . ALCAN
made outside purchases from Sierra.leone, Surinam, Indonesia and
Guinea. In 1974, the Boké project icame .on.stream .and ALCAN
received 972,000 tons -of bauxite..

wd

ALCAN . .expects ta.recgive
2.6 million tons per year from.-Guinea by -1979. .. «

- The bauxite deyelopment .in the Amazen Basin of Braz11 is
expectquxo.comeﬁqn stream_in 1978 and ALCAN!s share of annual
production will be 1.3 million tons.. In 1973-1974; . financial backing
-for the project .was obtained by the formation of an international - ~
consortium comprised of two Brazilian companies .~ CVRD -and Companhia
Brasileira de Aluminio - which hold 51 per:cent, -ALCAN which has. "
19 per cent andﬁaix»internatiunalchmpanies‘ﬁfReynolds'(U.S.Jﬁ~
Shell (U.K.), Norsk Hydro.and :A/S Ardal og Sunndal Verk (Norway),..:
Instituto Nacional de Industria (Spain), and.Rio Tinto Zinc Corp..
(U.K. ).~ which have the remaining 30 per.cent.i The -initial output -
of bauxite] is expected;.to he 3.3 miTlion tcné'pér'yéarol/-ri" ﬁ?-f\.-

ALCAN Jamaicy. paid -a productien.levy of-30.4 million dollarg. .
in 1974 under the new-law of Jamaica: 2/ .descritied. earlier. . :

»,(iii).Egp-current-Egtuaﬁigpgand,outlbckaéThe_foilowing:shnws¢;
ALCAN's sources of bauxite in, 1974 and projections for::1978-1979.

s -

oo o ol ALCAN Bauxite Sources 1524 and Projegiions' 1978-79

Country.., o o197k Baumite - % .. - 19781979 TGk
) _ Productlon o . - Projections = .. _
R 000 tons | ¢ " ‘ 000 tons
Jamaica 2 600 34 2 600 28: a4
Guyana 1 250 17 - -
Australia 1 200 16 1 200 12
Guinea 970 13 2 600 28
Brazil 250 3 1 600 17
India Loo 5 koo L
Malaysia 880 12 880 8

iy

500 e e . ‘_g R § ..,":,_.m Sl ,’;...

Total 2220 - 100 2.280, .. lQo ...

¢

TR U

1/ E H. Roach. SQeech University of Montreal November 27, 197#
2/  See pp. 73-7% and 11b.

/3. Reynolds
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3., Reynolds Metals Company .

Reynolds Metals Company (Reynolds) is the world"s third largest
producer of primary -aluminum and’ fabricated aluminum productss. The
company's operations through subsidiary and related companies include
the mining of bauxite in three count¥ries,’ the production of alutiina
from bauxite in thvee countriesy the reduction of alumina to aluminum
in six countries and the fabrication of aluminum snd aluminum alloys
into a variety of products in fifteen countries.. Reynolds also holds
a 48 pér cent interest in British Aluminul’ Company (BACO). The latter
company has bauxite mining facilities in three countries, alumina
refining operations in two countries, primary aluminum smelting
facilities in two countries, and fabricating plafits im the United Kingdom.
BACO is an- unconsolidated associated company. Reynolds shares in the
net ipcome of BACO on an equity basis.

Reynolds was originally incorporated in Delaware in 1928 when it
acquired: the business. and operating assets of United States Foil °
Companyg;/: In its early years, Reynolds vas primarily:-involved in the
production of metal foil.. :To expand this line of busineéss Reynolds
acquired Midland Metal Company of Chicago in January 1530, Lehmaier, "
Schwartz and Company {New York manufactures of metal. foils) in May 1930,
and Embossed Metal Products Corporation of New York in August 1930. :
Other companies: engaged in the manufactured of radiaters; thermostats,
and thermometers were acquired during the:i1920s. - o

*In 1940, the company incorporated Bauxite Mining Corporation
of Delaware to conduct bauxite exploration and mining in the United -
States. In 1941;7the subs1d1ary 8 name' was changed to Reynolds Mining

Company.

fe .

;/ Moodies Industrlal Manual 19?# Moodies Investors Service, Inc.,
S Pe 8505. . L .

4 »,'.-‘- .

SR L .- /Table 20.
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Table 20 shows that Reynolds is more dependent on its aluminum
operations, 90 per cent of total sales, than ALCOA,QALéQN and Kaiser,
with increasing importance being givep to revehue from fabricated |
aluminum products than from primary aluminum. Reynolds' dependence .:-
on foreign operations has increased in recent years, in that 33 per
cent of 1ts assets are located abroad 92 per cent of its bauxlte is
imported,. - with %2 per cent of total bauxite requlrements coming from
the Caribbean. On the other hand, 75 per cent of Reynolds' alumlna

and 83 per cent-of its smelter capacity is located in the Unlted States.

Table 20

REYNOLDS METALS ‘COMPANY AND CONSOLIDATED SUBSIDIARIES: REVENUE :
: BY PRODUuT AND NET INCOME

(Mllllons of dollars) . .

. I_ . . 19?0 H i B o :“197%;A

Primary'Alﬁminum L\ . aﬁéi ; | | ’ é78 -
% . R . : ECREA TN PO "23;81 T s lquv
Fabrlcated Alumlnum. B T 57%“ - faT L 812
OB we it et sy pd e 08392 sp. . 758
COther " o st e e pee JE1S 0 ne w0 200
LB e R 11 1 ' 10.2°
. Y L A R P T L L Y SR (I I R RS au
Total Net Sales B ' S | 034 i 9913F
% - ' - 100.0 - S 100.0
‘Net Incomé B S S Y10 BEREILSEL AR & % B |
Source: Securltles and Exchange Comm1381on, Form 10 X, férmRe§ﬁbids o
' Metals Company, for the flScal'”Ear ended December )15'19?4D!
N S ) U S A N PR TP i
‘“,I o ~E
» [ ' g
e i b a4
- \ ; .' & ﬁ- J

/(2)-Bauxite
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(a} “Bauxite Mining’
HAITI

Reynolds discovered bauxite deposits in Haiti ih 1944, which
were said to be of considerable size and only three miles from a
seaport. The Government of Haiti granted Reynolds a sixty year
mininéCCOnceséion;l/'aﬁd Reynolds Haitian Mines Incorporated was -
incorporated in Delaware in 1944 as a wholly-owned subsidiary of
Reynolds Metals Company.

Production by Reynolds Haitian Mines did not begin until 1957.2/
In 1960, about 340,000 tons of bauxite was shipped from Haiti to
Reynolds' alumina refinéry at Ta Quinta, Texas. Production capacity was
expanded around 1968-1969 and exports rose to 620,000 tons in 1970.
In 1973,-exports reached 700,000 tons but declined to 626,000 tons in
1974.3/ .

Reynolds has statéd'that its bauxite concessions tovered
approximately 34,000 acres in 1974, and that in the SameA§éér, Haitian
. bauxite supplied about 11 per cent of the company's requirements,ﬂ/
tabie 21. During December 1974, an agreement was entered into between - .
Reynolds Haitian Mines, Incorporated and the Government of Haiti rewardlng
bauxite taxation for 1074 The agreement called for the payment of a
severance tax amounting to 6q3 per cent of the realized prlce per ton of
primary aluminum ingot produced from Haitian bauxite less the amount of
ihcome'apd'othep taxes. This percentage amounts to a tax of 9,33 dollars
per lcﬁé ary toﬁ of bauxite bésed on z realized pfice of 32 cents per =

Minerals Yearbook 194%, p. 709,
Minerals Yearbook 1957, p. 2k8.

Production figures come from the Government of Haiti, Direction
Generale des Contributions, Port au Prince.

Securities and Exchange Commission, Form 10-K for Reynolds Metals
Company for the year ending December 31, 1974, p. 6.

S

N

/pound of
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pound of aluminum.l/ As a result of-this new agreement Reynolds' income
tax payments increaseq‘from 901,Q00_dollars in 1973 to 6,960,000 dollars
in 1974. Royalty péyﬁent‘deciinedbffém 349,500 dollars in 1973 to

315,000 dollars in 1974, presumably because of the réduced production.2/

‘Tablé 217 B

_ REYNOLDS' METALS  COMPANY: BAUXITE MINING

Approx..-

Relest o | Remneldel - wer
: i . output = Reynolds'
:Couétry » Company ‘ R I 5 ’“Bauxité
% 000 sote
U.S.A. “Reynolds - ' :,¢100.0 8500 i r 500 0 - 7.6
- Saline; Ark T Y
Haiti  'Reynolds Haitian 40 100,00 . 700. .t 700 i 10.7.-
Mines S e
Jamaica Reynolds Jamaica (100,03 8500 - B.B000 - o 5BGho-
Mines - Lydford I
Jamaica ALPART - Nain 36.8 3 200 1 200 18.3
Guyana Reynolds Guyana 100.0 650 650 979
. Tre PR " Mineé .; Kﬁék“faﬁi - . - " R T g E . “n e . . ~~:-\A
. EN PR 4 . : o ,..,
Total 6 550 100.0

Sources: l. Securities and Exchange Commission, Form 10-K for
Reynolds Metals Company, for the year ending
December 31, 1974,
2, United States Bureau of Mines, Minerals Yearbook 1972,
Washington, D.C., pp. 137, 149-152, 192-193, 200-201.
3. Government sources in Jamaica znd Haiti.

1/ Ibid., pp. 6-7.

2/ Government of Haiti, Direction Générale des Contributions,
" Port au Prince.

/Table 22
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Table 22

' REYNOLDS METALS COMPANY: ALUMINA REFINING

L ' Approxo . - v
. Reynolds’ /
1 -]
Count rs Company Reyng%ds C1974.t share R mngids’ Bauxite
URLEY (1ocation) equity .. Lapacily eyno. Sources
. Alumina
- % 000 5.t

U.S.A. - Reynolds e 100 - 840~ &0 - 27.3 ~Arkansas

- Hurricane Creek, ° o Guyana

~ Ark. ' . .
UosoA},f.CorpusuChristi. 100 . 1.385 1285 & 45,0 . Jzmaica

T Texas - ) Haiti

Jamaica -ALPART - Nain C 36,8 1000 - o 368 0 12.0 ¢ Jamaica
U.K. - British Aluminum 48.0 2110 110 - . 3.6

Co. - Burntisland RO
U.K. .~ British Aluminum’ 48,0 Ly TR 1.4 A

Co. - Newport o
Germany Aluminium Oxid 50.0 " ‘660 330 . 10.7

- Stade Lo e

Total 2923 100.0

Source: See table 21.

. /Table 23
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Table 23

REYNOLDS METALS COMPANY: ALUMINUM SMELTING

Reynolds® o .
~ Share % of .

e , 'Reynbiﬁsﬂ,
© M Bquity 1974

-Company, . »
Lapacity

) Alumin
‘(location) a

Sourcegs

Country 'Reynolds’

- Capacity’

% U 000 s.te' 'S

T T n ™ ? L T B I

U.S.A. © Reynolds - . -, 100 . . 4175 ...:97%. . 69.6 .Cowpus,
(7 plants) ) A _ Christi .

~plant C e e g o ane
Hurricane
: . ‘ o . Creek
Canada  Canadian Reynolds 100 175 175 12.5  ALPART

© 7 " 'Metals - Baie © IR o ST e T
- Comeaun. : Ry

Venezuela ‘ALCASA - Matanzas . 50.. . .. 50.

NOI‘Way DNN LT Iz - 2_4‘ T : N Iy ety ’ ey
- Eydehavn . o1k 3 0.8
- = Pysseldal oo R SR : 8 _
U.K. ° ~ British AlUminium - 48 <165 L 79 5.6 ° ALPART-
Co. (3 plants) . :
Ghana Volta Aluminium Co. .- 0., . .- - . L
.. -~ Tema o162 16 1.1
Iran Tran Aluminium Co. o 7 _’; .  ‘_ L ‘
o - Arak ’ ERSEERE b gt e T g C 0.6 -
Germany - Reynolds Hamburg 90 110~ - 1100 7 7.9°

25 .. 1.8  ALPART

I 1 400 100.0
Source: See table 21, 47 ©- )
e e

©/oAmAICA
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JAMAICA

Reynolds became 1nvolved in Jama1ca in 1943 l/ Interest 1n
Jamalcan bauxlte took place Ln the late 19305 when Bllllton of o
the Netherlands,_and Alumlnlum lelted of Canada had both been granted
bauxite conce581ons by the government. All bauxite depostis were
Crown Property in NOVember 194?. Bauxlte in Jamaica was shipped to the
"East St. Louis alumina plant of 'ALCOA in February 1943 for expérimental
teeﬁiné. It was found that bdfh’operating:procedures and the equipment
of the available alumina plants would have to be modified before they

o eéuldluse Jamaican bauxite satisfactorily. It was felt that an alumina

plant e effective capacity was cut by 75 per cent whlle proceselng
Jamalcan baux1te° Baux:te was not scarce in 19&3, and the maln interest
in the Jamaican bauxite depostis had been due to the close proximity
of Jamaica to the United States, and the resulting’strategic: sdvantage
of Jamaican bauxite over bauxite from Guyana and Surinam. Since
Jamaican bauxite could not be used in existing alumina piaﬁts without
cutting their effective capacity drastically, its promw se .as a war-time
expedient evaporated. .
Reynolds sent geologists to Jamaica-in February 1943, The
geologists set preliminary estimates of reserves at more than lOO mllllon'
tons. Reynolds then requested irom the Jamalcan Gowernment perm1551on‘
to explore on a parity with Aluminium Limited in pbtaining permanent
conce551ons. In February 1944, the Jamaican Government lifted its
emergency war-time reetr;ctlons on the. exploratlon and acqulsltlon of
bauxite lands. By October 1944, Reyneids Metals had acquzred optlons
on 15,000 acres of land. The company alsc announced that further
exploration had revealed that bauxite reserves appeared to exceed
200 million tons, and that Reynolds had spent over one million dollars
on research in conjunction with MIT to devise a method of treating

Jamaica'’s high-iron content bauxite.

1/ This section draws extensively from a Reynolds booklet,
Reynolds in Jamaica.

/Development of
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Development 6f reServes whs also slowed by the absence of mining
laws and regulations, ‘'which 'were not enacted until the summér of 1974.
In the ticaritime, Reynolds Had cont¥acted with ah ‘engineéring firm in
1945 for the selection of ‘a site for, 'and ‘the designvof, a wharf with
storage and shipléading facilities. Démand for bauxite and alumirum
slumped ‘after the war, and in 1946, aluminum production: was 61 ‘per cent
below the 1943-194L levels.

~In 1948, Réynolds sought and securedia 10 willion dollars loan from
the Economlc“Coaoperatlonrﬁdmlﬂlstrataon-(EGA).‘whrch'was:admrnzﬁteflng-
Marshall Plan funds, to ‘construct facilities té mine, dry and transport
Jamaican bzuxites In 1949, Reynolds proposéd that -it would go &héad /.\°
with its project in spite of theé fact that the tfechfiical problems of
treated Jamaican bauxite had not yet been fully resolved, if -the
Jamaican Governmment would: ~* - -v  Gh o T T Ut '

-~ ‘grant Réynolds a- 35 year renewable mining lease; o
" “-:grant a‘five‘year exemption fi&m’ duty ‘and’ tonnage tax on

‘materials and -equipment; -7 ¢ 0 .07
2 stabilize the royalty rate ‘on bduxite ‘and not impose any export
/' tax on bauxite over the 25 year lease period;
<= 'réach an agréément with Reyrolds ‘concerning the assumed profif™"
‘on bauxite sales for Jamaican income tax cémputationr. . The
* assumed profit could be adjusted after the first Tive .years. -
*Reynolds proposed the construction of a 400,000 ton per yéar <
mining facility and promised to train Jamaican*pefspﬁnel"fhr production
and supervisory jobs.' Reynolds also offéred to restore mined-out 1land
for agricultural purposes. ‘ '

The Government of Jamaica responded by saying that the propesal
was, for the most part, acceptable but that the following modifications
were necessary:

- while the Government stated that it had no intention of levying

an export tax, it was unable to agree to stabilization of the.
bauxlte royalty for a 25 year penod° Inqtead the royalty

would be reV1sed every 5 years,#w,”

/- to



- to 51mp11fy calculatlons and to ObVlate "the nece551ty for
. determlnatlon of productlon costs, the Government suggested
‘ ‘an assumed proflt of 605 United States currency per ton on all
rbaux1te exported throughout the 25 year lease period. '
In 1950 Reynolds Jamalca M1nes Limited was incorporasted in the
State of Delaware, as a wholly-ownea subsmdlary of Reynolds Metals
Company. _ * R
'The Kafeén War ééﬁéed ihcrééséd demand for aiﬁmiﬁum'and Reynolds
decided that 1n1t1al capaclty in Jamaica should be 750,000 tons per '
Year. In Aprll 1051 more than 1,600 people were employed in’
constructlon by Reynoldso Constructlon was completed in the sprlng of
1952 ‘and the flrst shlpment of Jamalcan bauxite left the port of Ocho
Rios on June 5, 1952. RS R
Strong demand for aluminum for both c1v111an and mllltary use
had developed by 1952. In 1953, the flrst full year of productionm,
Reynolds shipped 610,000 short ‘tons of bauxlte toits new alumina plant
at Corpus Christi, Texas, which was especialij_aééigned to use Jamaican
bauxite. Reynolds' bauxite exports increased to 845,000 tons in 1954
and to 1,045,000 tons in 1955. Ea}iﬁ'in 1956, Reynolds announced a
programme to expand its capa01ty to 2. 25 million short tons per year.
Shlpments contlnued to increase as follows: 1956 -1, O?D 000 ‘tons,
1957 - 1, 466 ooo tons, 1958 -~ 2, , 170, OOO tons. However, in 1959, the
United States economy entered a recession and by 1960 shlpments had
declined to 1 ?35 000 tons. S o |
In the 1961 1974 period, Reynolds‘ shlpments have been as“‘ h
follows: ;/ S ' '

e

1/ Production figures for 1961-1970 come from Reynolds in Jamaica,
Pe 32. For 1971-1974 the data come from Economics and Statistics
Division, Ministry of Mining and Natural Resources, Government
of Jamaica.

/Bauxite Exports
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= ~Bauxite.Egports- T v :

CYemr o, - 0Wt L L0000 iShortiTons .- .. Comments :
1961 2,027 T
1962 . ... ... . . .. 2,166 -

1963 S 2,136 B
1964 * - R AR Y- % -5}
1965 . Vo -2 289
1966 o T 2,780
1967 - S el ey Thid 2ol ‘
1968 . . iy ,,1h?h1_ e %New conveyor belt system
S SURe TR e TR TR Y hetalled.  Labour
b i e difficulties in United
K T T L . .State-s.,
1969 Comnd e Y . .
1970 - o svone P 2980
1671, y ‘ : e 2368 e .
1972_1 - b 2 626 . . I . . 4
1973 - R W 0 ani T2 T998 Ceemdes - :

19?4r;”u. e e . ”53,548f, S Y_Capaclty expanded from .

‘ 3,0 to b1 m11110n short
N R B TR - TN P SR O

. In 1966, Alumlna Partners of Jamalca (ALPART) was organlzed as”
a-éénsortlum of Reynolds Jamalca Alumlna Ltd (36 54 pér cent), Kalser
Jamalca Corp. (36 54 per “tent) dnd Knbconda Jamalca, Inc, {36, 92 per L
cent) : Kalser contrlbutéd Bauxlte &epsélts 1n Manchestér and :
St. Blizabeth fo ALPKthlég‘wélf ag rail’ FaBit?iss and 1ts “Port Kazse}
shipping and bauxite drying facilities. Reynolds ‘als6 contrlbuted
bauxite properties in Manchester and St. Elizabeth to the cbnsortiumo
Kaiser is the managing partner and supervises ALPART's operations."
Bauxite mlnlng and alumina production at ALPART began in 1969. At

that tJme, ALCAN was the only other company convertlng baux1te to
alumlnd in Jamalca. C

ﬁIPART‘s bauxlte productlon record is as follows

SR Bauxlte Produ¢tion

" Year T 7 000 Short Tons -

Fagze T T 1,986"

co1971 . i . vt - 2,468
1972 | 2,350 |
19?3 ' 2 099 - — :-'«...--'.JG‘-' . e
1974 SR M L 0 352107 : |

<AI'_ : a r-{ i V"';"' ‘L-—!-: o
: - S-S S L TS L. U AN S OTR S Pl Rt

/Reynolds' share
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Reynolds' share in ALPART's-output ‘of bauxite is identical to
the company's equity share, 1,e.; 36 5 per cent, or about 1,150,000 tons
in 1974. _ B

The tax legislation passed by the Jamaican Government, which.
includes a provision for a minimum productlon levy based on SP801fled'7t
production, and gives the Minister of Mlnlng and Natural Resources
the power to increase the rate of the production levy, regquired payments
of the productlon 1evy and increased royalties for 1974 by Reynolds
totalling approxlmately k7.7 million dollars. This figure included its
share of 1974 royaltics and production levy imposed on Alumina Partners of
Jamaica, based on the minimum productlon specified for Reynolds and
Alumina Partners of Jamaica, the ? 1/2 per cent rate, and an assumed 1"
"realized price" for primary aluminum of 32 cents per pound. The
Jamalcan tax leglslatlon provides for a final determination of "reallzed
przce", and the final -amount of the production levy, in accordance with
regulatlons there-under whlch have not yet been 1ssued¢ )

In January and February 19?5, Reynolds commenced dlscu551ons with
the Government on other pr0posals made by it, 1nc1ud1ng land ownershlp.:
bauxite reserves, Government partlclpatlon in operatlons and expan51on ;
of operations. These dlsou531ons.have beenulnoooc;oslve at tng,oxme

of writing this report.
GUYANA

In 1952, Reynolds purchased the assets of The Berb1Ce Baux1te
Company in Guyana (then, British Gulana) Berblce was a sub51d1ary
of American Cyanamld Co. and had been mlnlng and exportlng bauxlte from
British Guiana on a small scale,ﬁor several years.}/ The acqulsltlon
included mining leases.and exclusive péfﬁiséions covering some 4%90,0000
acres, comﬁiété“mioing equipment, houses, washing plan%,:drying plant,
service facilit;eo, a short railroad and a barge line,g/' In 1953

1/ Minerals'Yéérbook 1952, p. 199.
2/ Moodies Industrial Manual 1974, p. 2505.

/Reynolds' purchase
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Reynolds ' purchabse of Berbice. was contested by Harvey- -Machine Co.
,whiéh'claimedﬁahpribrfsales-agreemen¥.l/V?Ih the’: meantime, Reynolds
" started production and shipped 65,000 short;toms of bauxite .to the!:
United States during: 1953.; It was reported in-1953:that the Covernment
--110f Britieh Guiana. had imposed an-export duty of S8.3 cents per ton on
*’calcined ore and 26.2.cents per ton on regular.bauxite; and also. -
royalties ranging: from 5.8 cents per ton to 1l4.5 cents per ton.2/
During 1954, the 1itigat10n_brought‘b§ Haryey: against Reynolds -
was decided in favour of--Reynolds,3/ and the.Company expanded exports:
to 160,000 -shert tons in~ 1954 and to. 240,000 tons in 1955. ' The export
duty“had. increased to 1,00 dollar -per ton for calcined ore and
0.45rdoller per ton for metal grade baukxite.- There was also-a royalty of
»10 tents. per ton on all bauxite prdduction ~: - B : 3
~0Over the decade 1955~1965, ‘-Reynolds continued to expand bauxite.
production. and .in 1965, entered into an agreement with the Government
of British Guiama in which Reynolds agreed to increase. production to .
600,000 long tons per: year immediately and to-1;000,000 1long. tons per
year by.1976:k/: e e '
As mentioned earlier, on_March 1 1971, The Demerara Bauxite :Co.,
a wholly owned subaldlary of ALCAN Alumlnium Ltd., was netionalized
by the Government of’ Guyanan Also 1n 19?1 Peynolds Guyana Mlnes Ltd.,
produced.1,155,000 long"touns (1 295 OOO short .toms). -In X973,
production had fallen to 812, 000 long tons (910 000 short tons).5/
At the end of 1973, the Govgrnment“requested dlscu551ons=of”90551ble
participation in Reynolds Guyana Mines Ltdw6/ . InJuly 1974, the

e

AR P caet T )

1/ Minera als Yearbook ¢953, pu 227

2/ Ibid., p. 226.

. Mlnerals Yearbook 1954, -2 215. . . L .

L7 Mlnerals Tearbook. 1965, p a}l;gnmericéﬁ'meial Market,
';Aughot lg ;974 Re lo::: S e L . )

2/ "Burntam issues warnlng to Reynolds” Caribbean Business News,.

September 1974. T
“: Reynolds Metals Company, Annual Report 1973, p. 2.

<

/Government published
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Government published a white paper. stating that Reynelds paid no
corporate income tax from 1952-1963 because Reynolds Guyana Mines Ltd.,
declared no profit during thosé years. Up to the endrof 1973, Reynolds
had shipped 10.7 million long tons of bauxite. The white paper stated
that Guyana was only receiving 5 per cent. of the sellingprice of aluminun,
Guyena's share of the proceeds of every ton: of Reynolds' exported bauxite
in 1970 was 1.86 dollars. By 1973, this figure had slumped to 1.36 dollars
per ton.l/ Production in 1974 was expected to be 615,000 long tons
of metal grade bauxite and 300,000 long' tons of-caleined bauxite.2/.

Negotiations between the company and the Government continued -
through the summer: On July 10, 1974, -the.Government announced that
a-large tax increase would be imposed on Reynolds Guyana Mines Ltd.:
The Guyanese Finance Minister, Mrs Hubert. Jack, stated that the country
aimed to increase its revenues by 15 million dollars by placing.a new tax
on bauxite production which would apply only:to,vertically integrated
companies {i.e., the tax would apply to Reynolds but not to the non-’
integrated Government owned Guyana.Bauxite Company).

A Guyanese newspaper, the Daily Chronicle, rationalized!thé tax

.increase to Reynolds in-the folildwing manner:.

M"The economy is now vitally ini'need of considerable injections
of revenue and experts do not believe that. Reynoldq would make
the maximum possible contribution to the ¢ourtrj under the
present tax structure.... GUYBAU has meanwhile showin a. much:
~greater understandlng of the real protlems of the country. and
"the role which such an 1mp0rtant industry should play to help
the nation.over the economic hump.”3/ =~ - .

On July 14, 1974, Prime .Minister PForbes Burnham announced that :
Reynolds would be nationalized by the end of 1974. Burnham also
attacked the United States Government for its opposition to- the

nationalization of the Demerara Bauxite Company ix 1971. Burnham

1/ American Metal Market, August 1, 1974, ﬁe 1; ™Reynolds Told of
New Bauxite Tax", Daily Chronicle (Guyana), July 11, 1974, p. 1.

2/ "Caribbean Battleground'" Metal Bulletzn, September 27, 1974
3/ - Daily Chronicle; July ‘11, 1974, pele '

/stated that:
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stated that “tha talks on tax. incresses. and the-talks on Government
‘ownership and control &6f Reynolds were-ndt related, indicating that
- ithe higher. taxes'were ngt:an altérnative teo nationalization. Late
in-August, Reynolds spokesmen .announced .that if Reynolds Guyana Mines
Ltds, was:nationalized, the ‘parent:company might not purchase any
bauxite from theﬂcount;y.lfﬂ R

It -was suggested that. Forbes Burnham would probably prefer to
take a partiership in the: Reynolds -operation rather than nationalize:
it 100 per cent, because he wanted to keep the advantages of Reynolds’.
personrel and .finance capitsl. The article went om to say that if
Reynolds and Burnham could agree on:a partnership, ‘Burnham might be'
‘willing to combine GUYBAU and the Reynolds' facilities and give Reynolds
the overall management, and marketing authority. -Spokesmen for Reynolds
and ‘Guyana would neither-confirm nor deny that this was being discussed.
However, a source close to GUYBAU said that such an arfrangement was
under consideration.2/

» On September .25, 1974, the Government announced its new tax formula
for Reynolds in the Bauxite Act 1974, which increased to at least -
11.16 dollars from 0.68 dollars tho téx on. one ton of bauxité. Mr. Jack
said that the levy wds retroactive to January 1, 1974, and was expected to
yield 7 millicn ‘dollars ‘for 1974 of which 3.5 million was due within
15 days. The production lévy was computed at 5.911 pér cent of the
price of aluminum on the open market.. Thé Government uzed a price of -
32 cents per pound for its initial calculations, but adjustments were '
to be made at the end .of the year. In announcing the new tax, Mr. Jack
stated that the Government expected pressure frowm United States aluminum
companies and possibly the United States Government. He states, "I
have received information to the effect that the chairman of ALCCA is
seeking to have the Unlted States Government 1ntervene in the bauxlte

situation in the Carlbbean as a whole" . M;, Jack alsp told‘the Guyanese

American Metal Market, August 26, l9?h p° 36,

“Guyana levies 7 million dollars Bauxlte Tax on Reynolds" Metals -
Week, September 30, 197h... ,»~ o m———

IS

/parliament that
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parliament :that the Govermment had rejected a Reynolds.offer to pay
b million dollars on.the condition that moves for nationalization or any
form of State participation be frozen for five years. The-legislation set
out the procedure for collecting the levy,.a system of appeal open.to..’
the company, and sanctidns. for refusal to pay.l/ .The sanctions included
withdrawal of permission for Reynolds to mine or export bauxite.2/. -
In addition; .the law-implemented prison :iterms of two to four years for
individual managment employees guilty of nen-~payment and related
offenses, with fines a3 high as 150,000 dollarSeé/
“Reynolds immediately announced that it would pay only ‘the 1973
tax of 68 cents per ton. Industry observers felt that since-
‘nationalization was scheduled for December.3l, 1974, Reynolds had little
to-lose by refusing to pay the new tax and incurring the.sanctiens on.:
mining and exporting bauxite for the last three months of the year.l/ .
On .October +3, 1974, Reynolds ammounced that it was initiating
legal action in Guyana, challenging the legality &6f the newitax. - .,
* Reynalds estimated that, since aluminum prices had risenwbove 32 cents
per pound, the totdl tax for 1974 would ameunt to. 8.5 million dollars. .
Spokesmen for the tompany asserted that Reynolds had always had
" excellent relations witthuyana'énd'added-that they regretted the :
Government's decision ‘to impose:a: tax which made continued operations
economically impossible. The Company advised the Government”that it
would continue operating its facilities as long as the Government.
permitted it to do so. However, four management personnel and their
families were withdrawn from Guyana '"for consultation” and because
of unsettled conditions.5/ A Reynolds' spokesman-later said ‘that there

were no plans for any of these people to return to Guyana. - -

Ottawa Cltlzen, September 26, 19?4 pe 130
'Metal Bulletinm, Septenber 27, 1974,

"Reynolds begins Action against Guyana Levy", Globe and Mall,
October 4, 1974 p. 386, .

Metal Bulletln, September 2?, 19?4 )
Globe and Mail, October u, 197#, p.-86.
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In an interview with Metals Week,  Shridath Ramphal, at--that- tlT
Cuyana's Foreign Mimister and Minister: of -Justice, said that the. . : "
possibility of a Reynolds victory in: the gtourts struck; him as hlghlyl
unlikely: “/ L D L R T I t

- Reynolds des¢ribed the Guyanese levy as- exproprlatory 2/ The i
Government reftorted in. a statement released at-the Hnlted-Natlons,-t$at
the Reynolds court actionr was merely a manpeuvre to qualify the Company

for OPIC-{Qverseas Private: Investment Corporation) .expropriation

insurance, and that Reynolds was seeking to create the. impression:that

the Government was trying to confiscate its!property.3/: The Ghronic%e
reported that’although the Company's written down net book value was| -
given as G§ 10.6 million,. Reynolds Guyana Mimes:was insured by two fjrqign
companies: for over 28 million dollars. 4/ ©Spokesmen for the Governme F=3
said that it never:intiended td& @gnfiscatefﬂeynolds' property. but i
reaffirmed the:comntry's intention te:nationalize the-Reynolds operatﬁon
by year end.5/ The:;Guyana Government stated that.it régarded the Tevy
and nationalization as two.completely separate issues.6/ .
The’Government also chargedithat Reynolds was pursuing "a phased :
plan;of abandonment:and tun~down.of its.pperations", and said that
the withdrawal of:-management. personnel was an.example of the plan.?/ -
When Reynolds:refused to-pay the.initial installment: of 3,5milljion
dollars,. the Government said that it would consider publicly- auct10n1£g
the Reynolds' propérty to recover.the tax.’. Other optiong:available to

.l_' . .
? Rt N

. Metals Weeky -October 7, 1974,

i/

2/.+ - Globe. and Mail, October &4, 1974, p. 86u. Lo ol

3/ "Guyana Wrangle", Metal Bulletin, October 18, 1974, p. EOQ.H‘_IMH

Ly Daily Chronicle, July 11, 1974, p. 1. e L

“8/° .t "Guyana'may Consider Publigly Auctioning .Reynolds Metals- Side",
RﬁWall Street Journal October 7, 1974, pe 12. . :

Q/ ) “Antl-Amerlcan Sentlment dn. Guyana" FlnanClal T1me$g (London)g

October 8, 1974, p. 33.
2/ Wall Street Journal, Cctober 7, 1974, p. 12.

.

/the Government
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the Government included suing for recovery of the unpaid levy,
restricting Reyholds from extracting or exparting bauxite, or-
appointing a Government controller to oversee Reynolds' operations.l/

On October 8, three days after the initial installment was due,
the Government said that. Reynolds could continue to ship metal grade
bauxite, but that all shipments would be subject to the levy which
Reynolds had already refused to pay. - The Government also told Reynolds
that calcined and chemical grade bauxite could not.be shipped and’
authorities prevented two loaded ships from leaving port. - On October 9,
Guyana's Commissioner for Inland Reéwvenue filed a writ in a Guyana court:
seeking payment of the bauxite levy and.ordering Reynolds to. appear in
court on October 14.2/  Reynolds' lawyers appeared in court to’ hear -
the Governfient's complaint and were given until October 28 to respond. -

During the week October 14-18, Reynolds laid off %28 personsior
about 40 per cent.of its Guyana work forte. *The Company said that it -
was forced into the temporary layeffs  as a result of the Government's:
restriction on shipment of calcined and ¢hemical grade bauxite.3/ A
Guyana Government official described the layoffs as "an attempt to
victimize inhnocent. workers®.” Reynolds stated thal the:temporary layoffs
shoulﬁ not be regarded as-any intention of abandoning operations and . :
that it was only necessitated by the Government embargo.h/- -

77+ On October- 29, Forbés Burnham addressed a mass public meeting:
and said that the country must be resdy for the possibility that United’
States aid to Quyana might cease with the nationalization of Reynolds.
He also warned that the United States might apply pressure at the
World Bank to prevent Guyana from obtaining loans.” According to the

Financial Times (London), the comments reflected a stepped-up campaign

Ibid. - T
“Réynolds. and Guyaha Still Sparring", Metals Week, October.lh, 197h.

"Reynolds Metals Idles 50 ‘per cent of Its ‘Work Force-at:Guyana
Mining Site', Wall Street Journal, October 22, 197&, p. 10«

Ibid.

TS
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by the Government. to gain support for the bauxite levy. and the S
nationalization plan.l/.  On. October 28 Reynolds' officials had appeared.
in courtsand presented their reasons -forinot paying the-tax.. The
court made no decision on the-cased/ + 7 «r . ioim e rn) T emeae e om0
. The. assets, pf.Reynolds Guyana' Mines: which were located. in Quyana .:
were nationalized- by the.Government of- Guyana; on January: 1, 1975. An. -
agreementirelating,to the settlement-of eempensationeapd other. igsues 3
a Un;ted»Statesfhovernment~agenayJ.vReynbldS>Metaisamepany, Reynolds -
Guyana- Mines-and Guyana on December 31y 197hw: - - 0% str or o
-Under the- terms ef the agreement; Buyana has. agreed.te pay -

1h,5 million deollars fer the nalionalized asseis..Settlement of p;a;mﬁ
between- Guyana and Reynolds.over income, tax and bauxite production:levies
reduced the net‘compensgtignrtp-be-paiﬁﬁtofio?million doilars. .Court. ..
cases :elating to-these matters were discontinyed. .;Guyana issued
10 million dollars of its notes to OPIC, which carried the exprqy;;gtigg
risk insurance on Beynolds}‘invpgtmeng,;amdv$o}lowiggsthﬁ~iasyan¢@ﬁof
these notes, Reynolds received payment.from OPIC.in:the amount of .
10 million- dollars on February 20,1975, ... . - - o a1 e
(b) Sources.of, Bauxite for British:Alupinium Company . . ik

i . TheuBritish Aluminium Company; Ltd. (BACO), in.which Reynolds

holds a 48 per cent interest, has bauxite miaing interests 1§&§haﬁamw~’.

Guinea. and France.. -In-Guinea, BACQO owns-a; 10 per cent.interest:in the

Fria gcopsortium. -In the-1970s, totsl output.by the_ consoriium. has .y ¢ .
been-approximately two.milljon. tons of . bauxite.  Alumina preduction .-, Lo
from this-.bauxite was about 775,000 tonss., N ST DL S E PR

(c) ~New.sourceg-of - bauxlte for:Reynolds .; . - Y P

.-.The Government-of Suripam-had awarded Reynolds:exploration and .-
concession. yrights:for bauxite in the Bakhuis area in.an. agreementisigned
August 31,.1971, which:provided for-a, joint venture . with the, Government. -

AR G R R

1/ "Guyanans warred Unlted States- may Cut orf A1&" *Financial Times)’
October 30, 1974, esiBev. in aio- L PO .

A

2/ .. :Metals Veek, -November e 1974, po 6» TR T T

.
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of Surinam to éxplore for bauxite, and, if sufficient reservés were
discovered, for the dévelopment and use of bauxite reserves to produce -
alumina 'in Western Surinam. Another concession was awarded by the -
Government of Surinam solely to Reynolds for exploration for bauxite
in the Coppename area, and, if found in sufficient quantity, for the
development and use of bauxite. .to produce alumina in Surimam. . Under
this-agreement, the Government was granted optional righte to participate
-ifi theé-production of alumina from bauxite. from the Coppename area.
Suffieisnt bauxite had not been discoversd in the concession areas to
meet the requirements for the construction of an aiumina plant.  Under: -
the terms of the agreemént, Reynolds believed it was-entitled té export
a portion of the bauxite “that it had discovered, but thé Government
“was reluctant to rant theSe rights. - The matter wis résclved in the -
fourth quarter of 1974, whHereby Reynolds agreed to rélifiquish ‘these -
concession rlghts ‘to the 'Government for 3,500,000 dollars to be. pa1d o
durlng 1975, & . - ' ‘ -
* During 197%, the Company “joined a consortium with eightr&ther - - -
companies ificluding ALCAN Alumififum’ Ltd., as the ‘Operating partner

to mine bauxite in the Trombetas area of the lowér AMazon River Basin -

4

of Brazil. As a member of the condortium, Reynolds:is 0 receive a
minimum of 350,000 tons.of bauxite a year commencing in 1977. Financing
plans for'this projéct have not yet been completedy : §
" In the United States, Reynolds has acquired property containing
substantial tonrages of Laterite which can be used for a limited snumber
of yea¥s in lieu :of bauxite'as protectiom in the event of interruption -
of overseas bauxite supplies. During the ¥ear, Réynolds produced a
trial commercial run of alumina in domestic facilitieés from:domestic
laterite. " This trial run demonstrated that the compsny can (although
presently at highér costs for raw materials, transpoftation and ' .
processing) préduce alumina “from-laterite in existing: fac¥lities. -In -
addition, Reynolds has acquired property containing several hundred
million tons of clay and has accelerated its experlmental work almed
at produélng alumina from such domestic clay on an-: ‘econofic bauls,'

Reynolds is also participating with seven other aluminum producers.in

v T L /a United



- Gl

a United Statés Bureau.of Minebk:programme for a:pilet plant. pregess
for clay:and other démesfic’alumina bearingrores..  The mining of .
laterite 4nd-olay :may require the approval of the various. State, and,
local ‘governmental agencies, which:Reynolds.beélieves it will. be able
to obtain. “As additional protection-in the’event of interruption of
existing overseas: bauxite supplies, Reynokds has.entered into.an-.. .
- agreeénent;..dated December.1?7, 1971, with ELommorwealth Aluminium ;.. ..
Corporation-Limited -(COMALGO}, .under. which-Reynolds:has the optionsto
purchaseé from COMALCO, from:its bauxite depesits ig-.Australia, up to ..
50 millidn long tons of bauxite, but: not exegeding three .and one-haldf
million:long tons.per.year. :Under:.the agreement,-if Reynolds exercises
its ¢ptiony COMALCC could insist, upeon up tontwo;years notice before .
delivery Of bauxite beginé. 'Based principally upen informatien by ...
COMALCO, Reynolds is satisfied:that these reserves are available, ...
2€d) w.Fabrication . o oo RV T R

*.Reynolds is- eXtensively involved:in aluminum fabricating around:
the world. . It. operates:-either . singly,.or. in;joint ventures,;im the -,
~following: countries: Unitedr States~(33:plants), United . Kingdom: .-

(13 plants?y Canada: (6 plants), West:Germany. (2.plants), Belgium-
(4 plants), Netherlands, Italy, Spain, Japan, Phidippines, Venezuela,:
Colombia,- Mekico, India,.Sri.Lankas - % ceve . o ool T

PR A . >

4, "Kaiser Alumlnum and Chemlcal Corporatlon

~
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Kalser Alumlnum and Chemlcal Corporatlon (Kalser) is the world'
fourth largest producer of primary aluminum and fabricated aluminum
products. The Company's operations through subsidiary and related
companies include the mining of bauxite in three countries, the
productlon of alumlna from baux1te in four countrles, the re&uctxon of
alumina to alumlnum in elght countrles ‘and” the fabrlcatlon ot alumlnum
and. aluminum. alloySalnto a variety of. fabrlcated,products in: twelve °
countries. Of the magor élumlnum producers of the “world; Keider is
probably the most AiVersified ath’ 1£5 1nteré¢ts 1n agrlcultura; Y
chemicals, refractories materiales Sy, 1ndustr1a1 chemlcals, strontlum,\,

international commodity trading, real estate ahd shlpplng° T .
e .

/Kalser wWas
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Kaiser was originally incorporated in Delaware .in 1940 as the
Todd-California Shipbuilding Corp. -In-:1941, the Company changed its
nameé:‘to Permanente Metals Corp., and was engaged in shipbuilding and.
the ‘production of magresium gnd refractory bricks.l/ During World--
War II, United States aluminum capacity was greatly expanded and.
57 per: cent of this .expansion was in plants owned and -financed by the .
United States Government. Following the war, ALCOA was prohibited from
purchasing any of. the Government owned ‘capacity. Other purchasers -
were sought. Attempts to induce other companies . té purchase-the - .
Govérnment smelters were unsuccessful until ALCOA agreed to allow .
‘royalty«free use of -patents and to provide new entrants with raw ..~
materials.2/ Permanente Metals Corp., then entered the ifidustry by
leasing three smelters (total capacity 639,000 tons per year) from the
Government which the Company later purchased.3/  ALCOA provided’
Permanente with bauxite from Surinam.Y4/ Arrangements wére made whereby
Permanente was allowed -to- pay for the.aluminum smelters by shipping
aluminum to the G:S.As stockpile ds aluminum was considered to be a .-
strategic mineral by the American Government.5/. In 1949, . the Company's
name was changed to Kaiser Aluminum and Chemical Corporation. '
(a) - Diversificatiom .

Table 24 shows revenues by product for Kaiser. In 1974, aluminum

and aluminum related products accounted for 65.1 per cent of total

revenues compared to 71.6 per cent in 1970 and 79 per cent im 1967.
e - T N o

L

Moodles Industr1a1 Manual l9?h Mood1es Investors Serv1ce Inc.,'
- New York, p..2689 BRI : .

.+ .Charles River Associates; An Economic¢ Analysis of ‘the Aluminum
, Industrx, Cambrldge, Mass., March 1971, pp. 3-25 - 3-2?» L

United States Bureau of Mlnes. Minerals Yearbook 19#6
Washlngton, D.C., p° 115° '

Minerals Yearbook 19#8, 5. 187,
Minerals Yearbook 1949, p. 117,

N

AN

S
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KAISER ALUMINUM AND CHFMICAL ' CORPORATTON:" REVENUES BY PébﬁUCT

a0 eTable 260 Cwnese

(NlIllons of dollars)

" Primary Aluminum - .

N

5 . i
T - — —

149 o o184

B o 16,3 10.b
Fabricated Aluminum .. Lb3 ., 878
% . v Lt . N "k FES 1+8 Ll' . it vt L. !'Fgu’?
Other Alumlnum-related - a 63 P o 89
g : . . 6.9 - 5.0
Agricultural Chemicals o T N o)
5. S 87 L 9.1
Refractories ~ 67 . ,1)9
v 7.3 9
Industrial Chemicals ‘ O g v e gy
9w e e T 5,0 - . RRRIRY TRy 9
Traﬂi_nEA . ‘-:‘"f' Yot ""_N . -, . ]_’L oo N e ’ -+ 195 <
%ol 1.2 . 11.0
LStrontlum X - N o 1_“
A % ‘ K .t - . . S . o 0“;2
Other Cosy T eag
%,_ ‘-l- , . . . 5.600 v :..201
Total : Tkt L 1T peg
o - ‘100,00 7 7 100.0
c AR S

Source: Securities and:Exchange Commission} Form 10-K, 1975, p. l.. *

/Agricultural chemicals
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Agricultural chemicals accounted for 9.1 per cent of sales in 197%,
and consisted. pr1n01pally of anhydrous ammonla and derlvatlves whlch
are used as fertlllzers or in ‘the productlon of fertilizers solutlons.
Agrlcultural chemicals are marketed through 180 retail outlets in the
Unlted States, most. of ‘which are wholly-owned and through hundreds of
indepenmdent dealers.: Kaiser entered the agricultural chemicals
1ndustry through the acquisition of Southern Nitrogen Company in: ‘1966.1/
'> Kaiser's refractorles division produces heat and impact- re51stant
refractory materlals to line kilns and furnaces. Products include Fire
clay, high alumina snd basic magnesia refractories. In 1974 -
refractories accouﬁted for 7.9 per cent of Kaiser}s sales. The Company
is the fourth largest United States refractories producer.

' Kaiser's 1ndustr1a1 chemicals division was formed in 1963, and
manufactures and markets most of the chemicals required for “alumina and
aluminum production and also produces a number of specialty chemicals..
The division is the leading United States supplier Ef synthétié'ciyolife
gnd"the western world’s second largest producer of aluminum fluoride.:
Ehése are the maﬁor chemicals used as bath materials in the aluminum:
reduction process. Caustic soda, another chemical used in the production
of alumina and specialty aluminas, is also produced by the division.
In 1974, sales of industrial chemicals amounted to 81 million dollars
or-i. 6 per cent of Kaiser's total revenues.2/

Kaiser Tradlng Company is a wholly-owned subsidiary formed in
_1969 whlch conducts worldwide commodities trading activities ina
variety of bulk products with- particular emphasis on metals,: minerals,
and industrial and agricultural chemicals. Kaiser Trading Company is
the worldwide seller of many of Kaiser's products but its major source
of revenues (90 per cent in 1974) comes from initiating "third party"
transactions, i.e., locating new markets for producers and new sources

of supply for manufacturers. The growth of revenues of the Tradinmng

1/ Kaiser Aluminum and Chemical Corporation, Profile, Company
Publication, February 1974, p. 13.

N 'yw Ibido"pn 129-:‘.

/division has
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divison has heen dramatic. From 1l mlllion dollars in 1970, sales have
expanded to 195 mllllon oollars in 1974 or ll 0 per cent of Ka15er'~

st
e '.A.\.—

total revenue.’
""Other sBurcés of "fevenue iliclude strontium products in Nova -
Scotla, real estate progects in Hawaii, California, Arizona and Guam;
ocean &hipping®through Hendy International Company, a shlpplng managemeﬁt
flrm whlch tran5ports chemlcals, petroleum and a varlety of bulk-ore

cargoeu, and exploratlon for and mlnlng of non«baux1te mlnerals.

(b) Integrated alumlnum faCllltles

(i) Bauxite mlnlng° halser s bauxite mining oPeratlons are llsted'”

in table 25, Kalser Beuxzte Company in Jamaica is the company s oldest L
and largest source of baux1te°‘ In 1947, the then Perm nente ‘Metals Corp°
began exploring for bauxite in Jamaica and during the same year, purchased
large tfabts of land;” In 1950 the Kalser Bauxlte Company was formed _
and. coastructlon of mlnlng fa0111t1es began the f0110w1ng year. Shlpmenf°“
of bauxite began in 1952, reached one mllllon tons per. year in: 1955,

two millien tons per year 1n 195?. and four mllllon tons per year in
1962. Kaiser Bauxite's original bauxite mlnlng site was at Port Kaiser
on the South Coast of Jamaica.  Ore from this depoelt was mlned drled
and shlpped from 1953 until 196? when operatlonm “were transferred s -5
the North Coast.. The fac111t1es at Port Kalser now’ form part of “the
baux1te-a1um1na complex onerated by Alum*na Partners of Jamalca fALPART)
owned by a consortium comprlslng Kalser, Reynolds, and Anaconda- In’
1963, Kaiser announced plans to establiish bauxite mining, drying and
shipping facilities in the St. Ann/Trelawny area of the North Coast.

A deep water port was constructed at Port Rhoades on Discovery Bay.

The first shipment of bauxite occurred in January 1967. Currently the
capacity of the Port Rhoades complex is 4.5 million tons of bauxite

per year.l/ All of the bauxite is shipped to Kaiser's United States

alumina plants at Baton Rouge and Gramercy, Louisiana.

1/ Kaeiser Bauxite Company, Public Affairs Department, "Kaiser
Bauxite - In Partnership with Jamaica', Company Publication,

1970, .. s

/Table 25
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SRR TR S ’I’able 25

o 3 ,‘_ R

KAISER ALUMINUM AND CHEMICAL CORPORAmION BAUXITE MINING

g-z

Country  Companw T oo Rpdd 1974 - Kaiser's Kaiser's
uggty IRt ompgqy_ T ';‘;u=.q~?p{ J - Output . Share Bauxite

% . A ~ Supply
Jamaica Kaiser Bauxite Co. | o ;49:62;“; 4 500 & 500 fﬁhf6
Jamaica.  ALPART 36,55/  3200° 1150  13.9
Australza COMALCO ;.‘)"  45.0¢/ 10000 2500  3C.3
Indla } MHlndustan Alumlnum o Ji::' 2? Od/  3?5 ' 100 1.2
‘Total - . e e . 15075 .8 250‘_ 100.0

-

Sources: l. Securltles and Exchange Conm1351on, Form 10- K for Kaiser
- o Aluminun and Chemical Corp,, for the year endlng December 21,
";1974 ppn~2 ~5.. - . P
2. United States Bureau of Mlnes, Mlneral Yearbook 1972
* Washington, D.C., pp. 137;%149<152, 191, 200-20l1.°
3. Kaiser Aluminum and Chemical Corp., Profile, Company
publication, February 1974,

GOVernment of Jamalca - 5l per cent,
Reynolds Metal Company - 36., per cent Anaconda Company - 27 per cent°
Conzinc Rlo Tlnto of Australla Ltd. - 45 per cent publlc - 10 per qent.

ST

Blrla and Indlan 1nterests - 73 per cento_ _

-

/Kaiser Bauxite
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“'Kaiser Bauxite Company owns the land on which its bauxite reserves
are.located, but under=J5maibah Yaw thé baixite’ is‘owned by the
Government and- cafnot bé=ﬁinéd1exéép%YUnaef Government- leasé. In
1974, Kaiser's lease still had 25 §earito'run., “Under the' néw law on
production levies in-Jamaica (seéé pages 59,760 and230 for details).
Kaiser paid'a total levy of Sk pillfoh dollars for: 1974 which included
Kaiset Bauxite'Company's payment (approxifiatély 43‘millich dollars and
Kaiser's share of ALPART'sipayment /(dbproximately 11 million’dollars).

In the £all - 8f 1974, prelimifsiry.agréefient wasinégotizfed by
Kaiser Bauxite with the Government of Jamaica contalnlng°thé following
pointssl/ - . i B T S "

- (i) Kaiger Bauxite will receive rights’ td-& 'hO-year™supply df

i . bauxite sufficiént for the Corporatien's Gramercy grd Baton ¥

- Rouge' facilities" operations at ‘their pregent productidnm: © "
ratés. .In return-for fhesé rights, Kiisér Bauxite wifi-’
" armually pay seven .per cent ‘6f the Governmént's purchase
price for the land under the mining ledse. - - . . e
£41) “Kaiser Baudite will ‘sell’ to-the ‘Govérument fér book value
(approximately 12, 000,000 dollars) 211 of its bauxite ‘lands, '
resettlement lands, and other: pfoperty not Fequired -for plant
~=operatlonsa Payment will'D¥é® redeived: over a, 1-year perlod )
with ‘& seven per cent annual intérest rate. B
. {iii).Keiser 'Bauxite will sell 51 per cent of its mining-assets -
to ‘the' Government of Jamaita for bookK balue (approximately *
“x . 16,000,000 dollars). Dhis ‘amount® would also. be paid to Kaiser
 Bauxite o¥ér. a lO~year period at 8.5 per cent interesti Tt
.+ Wwas agreed that both Kaiser Bauxite and the Government will ~
. form & wew®partnership; in order to tarry.out mining activities.
The new partnership will have an executive committee with

equalvotlngrlghts for Kalser Baux1te and the Government.

b ' Y

R LKalser Baux1te w111 manage the operatlon under a. management

P I N

.1_

1/ Securltles and Exchange Comm1551on, Form“lo X for Kalser Alumlnum
and Chemical Corp., for the pertod endirng'December..3l;:1975.

R AN AN

/agreement which
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agreement which will last.for seven years. Kaiser Bauxite

will T¢Q§1V;_bap?§?é from the partnership at cest including.

depreciatign aﬁﬁ.uiil:pay,the:Jamaicap éove;nmegt a retyrn, .

of iarpef cent on ite.investmento Kaiger Bauxite will
+.,; continue to sell-bauxite to Kaiser Aluminum..

{i;) The preduction levy. w1ll rema;n at 7.5 per cent of the
realized price for primary aluminum for, 1975, 1976 and 19?7n
‘_LFor 19?8 and 19?9,'the productlon levy w1ll be one per cent
“, less than the percentawe nrov1ded under, Jamalcan law at the
C :tlme. . L
As stated earller, ALPART produced about two mllllon tons of ,. . .
bauxite in 1970 apd about 3.2 million tons.in 19?4 1/ . The alumlna plant
hae.pe¢ operat;ng_problems,agd has not managed;to prqduce‘at‘lts rated
capaciﬁy end-as a resﬁlt?baufite production hae‘aleo_been‘et less than
capac1ty. Kalser s share, like Reynolds', im ALPART's output of bauxite
is 1dent1ca1 to the Company qg;ty shere,.i.e.,:36u5£3er‘eent. or
about 1,150,000 toms in-1974. .. .. . . .

As-mentioned earller, 1n-1956 the Commonwealth Alumlnum Corp.,
(Pty.) (COMALCO) disclosed that a huge bapxite discovery had been made
1n Queensland Australia. Early reporte_set.reeerves at "many hundreds
of million tons".2/ GOMALCO ﬁae.epe;a;ed ae_e_joint_venture,_with
British Aluminum Company and Consolidated Zinc Corporation, originally
each holding a 350 per‘cent int-erest° In 1960, ,ansqliaated Zinc. Corp.,
purchased British Alumlnum s share thereby dissolving their partnership.
The same year, Kalser 301ned with Consolidated -Zinc -as an egual partner
to undertake the establl hment of an integrated aluminum industry in
Australia and New Zealando The new, partnership was named COMALCOQ
Industrles Pty. Ltd 2, In 1961 COMALCO purchased a.small .aluminum

1/ :Ceihulated from data’ supplied by: Economié¢s and Statistics
.Division, Winistry of Mining and Natural Resourceés, Government
of Jamaica.

Minerals Yearbook 1956, pp. 250- 251, see also pageu L3- 49.

74 Minerals Yearbook 1960 p. 249., ‘ C e e

o
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hmelter and alumina refinery at’ Bell Bay, Taumanza from the GOVernment
of” Tasmanlaulf "In 1962, ‘mining began ot the COMALCO dep051t and by ¢
" the middle of 1963, the Bell Bay reflncry wos rece1v1ng all of its
bauxlte requ1rcmente from COMALCO. the Company elso contracted to
Shlp 600 000 tons of baux1te per year to Japan Tor the three-year perlod
1963-1966. e M
In 1963, a new company, Queensland Alumlna Ltd.,'was formed as” e
a consortium con51st1ng ‘of Kaiser, Conz1nc Rlo Tlnto ot Australla Ltd.,
Alumlnlum Ltdo,;of Canada, Pechlney and COMALCO. 'Tn 1964, a loan of
ll? mmlllon dollars was acqulred from 11 United States banks headed bythe
Mellon Natlonal Bank and Trust as interim flnance for an alumina plant
to be built by Quéensland Alumlna Ltd., (QAL) - The- alum1na~plant was
“to be supplled with alumlna from the COMALCO dep051t _/ QAL came on
stream 1n 1967 at a capac1ty of 600, DOO tohs per yearn In 1968, capa01ty
“was 1ncreased to about 1 OOO 000 tons per year and by the ehd of 1970,
capa01ty ‘was 1 428 000 tons per year° Capac1ty remalned stable for twe
years and then 1ncreaoed to 2,240, OOO tons at the’ end of 1973 and
2, 698 OOO tons at "the end of 197& Kalser owné 32,3 per cént’ of QAL
‘dlrectly ana‘ 6.2 per cent ' indiredtly 51nce COMALCb owns 13 & per sent’
of QAL. ~ In 197# COMALCO produced about 10 mllléon tbns of bauxlte=
About 800 OOO tons’ were réfined into alumlna ‘and’ uded" by CONALCO'
afflllated smelters at Bell Bay and at Bluff New Zeaiande' Kalser
Alumlnum has a call upon 868 000" tons per year ‘of QAL‘s alumlna capacity
for the proceselng,'essentxally on a ¢ost basis’ of baux1te purchased
by Kaiser Alumlnum from the CDMALCO reserves.é/“ ’
Hlﬁdustan Alumlnlum Corp., Ltd., a Kalser afflllate in Indla,
mines bauxlte, reflnes alumlna and produces alumlnum for 1ocal '
consumptlono' Ka1ser thares’'in the proflts of ‘this company but does mot

market the aluminum output through its international sales organlzatlon.

lf o MiﬁeraiS”Yéarbooktlgél “P&TE?B P &t'%f
2/ Minerals Yearbook 196l, Pe. 264.wm2 Coo

3/ Securities and Exchange Commission, Form IO-K, Po 3,

/In 1974,
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In 19?# Hlndustan Alumlnlum producad about 375 OOO tons of bauxlte.
Kalser 5 share by the equlty method was about 100 OOO tons or 1 2 per.
cent of Kalser 5 worldwlde bauxlte supply.

A new source of bauxlte wh1ch 1s under 1nvest1gatlon is located
Jin the Kibi reglon of Ghana. Bauxlte Alumina Study. Co.,_Ltd.,‘(BASCOL),
a conscrtlum 00n31st1ng of Kolser and Aluminum- Resources Development
Co, (ARDECO)}, has announced plans to build a bauxite-slumina complex
at a cost of 130-150 million dollars. Tnetnianned 1n1t1a1 capaCIty of
the alumina plant is 600,000 tons periyear and is to rlse eventually
to 1 000,000 tons per, year.l/ The alumina will be smelted by Kalser s

Volta Alumlnlum Company .2/

(11) Alumlna reflnlng.; Alumlna reflnlng capac1ty is shown in o
table 26. Kaiser's United States alumina refineries located at Gramercy,
Loulslana and Baton Rouge, Louzslana, obtaln bauxlte from Kaiser
Bauxite Co., in Jamaica. These reflner1es have capacltles of 800 000 and
1 025 DOO tons of alumlna _per year. The alumlna plant operated by
ALPART has an. annual capac1ty 1n excess of. 1 OOO OOO tons per year._”

In 1970, ALPART announced plans to expand. the reflnery & capacity to

1. 3 mllllon tons per year., . ThlS exnan51on has been deferred due to lack
of demand fot alumlna.g/ In l97h, output was approxlmately 1.1 m11110n

tons. When the expanszon 15 completed, Kalser 5 ohare of ALPART‘

dutput " w1ll be’ 475 OOO tons per. year.ﬂblrr L P o .

7 In Australla, Ka;ser 8 afflllated company, COMALCO operates a L
small reflnery at Bell Bay, Taomanla thCh obtalns bauxlte from the :
COMALCO deposit. Kalser owns 32 3 per cent cf Queensland Alumlna, the
world's - ‘largest alumina reflnery wlth & capac1ty of 2 688 OOO tons per
year. - Kalser's share- of this capaclty is 860 , 000 tons.‘ COMALCO owns
13.8 per cent of. Queensland Alumina’ dnd’ thereby has a clazm of i
371,000 ‘tons per year.&/ S . {~ ‘

1/ ‘Minerals Yearbook 19?2, Area Reports, Vol. III, p. 350.

Quarterlz_Econom1c Revzew of Ghana, Sierra Leone, Gambla.,Liberla,
Annual Supplement 19?3, Economlst Intelllgence Unit, pP. d=9.

2/
2/“' _Securltles and Exchange Comm1551on, Form 10-K p. 2o -
L7 Iold., pp. 3 k K .

/Table 26
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~+..- KATSER~ ALUMINUM AND.CHEMICAL .CORPORATION: CALUMINA REFINING . nv- @0

et LT, e RN T

Kaisey Alumina: S L % ot PR
Company i n Equlty Capa01ty Kalser 5 Kaiser's Bauxite
(1ocat10n) o Bhare - -~ “Alumina® Source
R - % .. (000 tpy) -.;.rwi.s_capaclty

Country -

roowr o oyt L e A T

U.S.A. .. Kpiser - Gramercy 100.0. . 800 800 . 21.9  Kaiser
ALBEL, T YAmRrey AT S e Y Bouxite’
aroarooe SRR S B T AL -
vy ¢ . Kaiser - Baton . = - 100.0 -1 025 4025 ol 28,1 - Kaeiser o
~ Rouge N Bauxlte_
0. '

Jamaica ALPART - Nain © 36,52/ 17300 7 475 " 13,0 " AUPART
Auéfralia‘Queénélaﬂé"Alumiia “ﬁ3§;337:;2'683 ';‘;”'368'i} EZETBJ . COMALCO
 coMALGE' = Bel1 Bay " 45.0g/ T 65 YT B5 il comaico
“comarco - @AL T 45.06/ 0 - *";"”37f“‘;' 10,2 COMALco‘

India Hindustan 27.04/ 182 50 1 Hindustan
Aluminium Corpa: *F 1. o ar.. Do tiioe e S

RN e e N

R

Total ~ =~ Aﬁ“'?m??'jELS%ZO6O ;'3 65¢" "100.0
I P R AR I e s S AR S e e ek

Source: See 4able 25, - “an ERE S T Y e I R AT,
Reynolds Metal Comapny - 36 5 per cent, Anaconda Company - 27 per ceint.s”

ALCAN Aluminium: Ltd: = 22 Pet cénty Pechiney =20 per’ cent s
COM%LGO - 13 8 per cent Qon21nc Rlo Tlnto of Australla Ltd. - 1109 per.
cent. )

< e

Q

Conzinc Rlo ‘Tinte' of Australla Ltdq'- i per cent, publlc 10 per cent.

.;‘., 3

4/ Birla and Indlan 1nterests - 73 per cent.'

e P

~ v PR e - e oy

/In. India,
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In India, Kaiser hodls a 27 per cent interest in the 182,000 ton
per year alumina réfinery of Hindustan Aluminium Corp. 'Kaiser's share
~of Hindustan's capacity, by the equity method, ié 50,000 tons per year

or 1.4 per cent of Kaiser's alumina supply.: .

: (iii) iluminum smélting; Aluminum smélting capacity of Kaiser and
its afflllated companles is shown in table 27. Xaiser has 1nterests
in eleven smelters in eight countries. Total alumipum capacity of these
smelters is 1 543,000 tons per year. The'shére of Kaiser and affiliated
companies is 1,167,000 tons per year. In Kaiser's 10-X Reporf to the
Securities and Exchange Commission, the Company states that its primary
alﬁminum rated capacity at the end of 1974 was 937,000 tons. This
figure includes only United States aluminum capaclty plus Kalser s
share of the capacity of Volta Alumlnlum Company Ltd., Anglesey Alumlnlum
Ltd., ‘and Aluminium Bahraln. This 1nd1cates that Kaxaer-Preussag in
Germany, COMALCO in Australla, and Hindustan Alumxnlum Corpe, 1n India
0perate autonomously. | ,', o
' Kalser'ﬁ international alumlnum.capaclty is dlstributed as’
follows: Unlted States - 62 1 per cent Germany - 3.0 per cent, Unlted
Klngdom -~ 3.2 per cent Ghana - 13.1 per cent, Bahrain - 2.0 per cent, 'w‘
India ~ 2 b per cent, Austra11a ~ 9.1 per cénf and New Zealand - 5:2 per .
cento: o - . B G, T - ‘ P L

‘Based on a smelter capaclty of 1, 5% . 000 tons per year,: Kdiser's *.
Alumina requlrements are approxlmately 2,930,000 tons per year.' In the
prev1ous sectlon, Kaiser' Eed alumina avallablllty was: calculated to be

3,650, 000 tons per year:. This places Kalser 1n an excess alumlna supply
situation. - Some of this excéss alumina is used by the refractorles
divisién to manufacture high alumina refractories, and by the industrial
chemical division. Alumina is-also sold to non-integrated aluminum
producers such as Noranda which opérdtes a ?0,000ftoné per year aluminum
smeltér ‘at New Madrid, Missouri.l/ o R

N

1/ - Kaiser Aluminum and Chemical Corp., Proflle, Company document ;
..February 1974, p. 1. . . . .

/Table 27
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coo s ser e, Table.27.

: vt , TR .
KATSER ‘ALUMINUM AND' CHEMICAL CORPORATION: ALUMINUM SMELTING - - -~

A e - . K
SR .00 - - [ . Lo

Tar) oo - . m

_ Kaiser ' ‘Aluminum - ) LR Alumina
. comﬁaﬁy S e s ee- (Equity Capac,]_ ty Raiser's %,‘Of S_m_lrce(s)

. Kaiser's
(Locationd . -.. ’%H:‘ (000 tons --TH2T€ “ piuminum  (where.

toitoLico.oog. S ¢ "L _.per year) ... ... ;. - . kpown)

Country

U.S.A. Kalser - Chalmette, . 100.0 260 260 ' 22.3 Batonm
“ "' Louisiana’ ~ s P N S - S ;u"Rouges*
TIY e e S Gramercy

Kaiser - Ravenswood,  100.0 177 177 15.2 Baton

West Vipginia L. o ino Rouge,
Gramercy

Kaiser - Mead, ~  200.0° 206 206 17.7 QAL
waShlngton o ":, - L N N ) . . - . - s . i ) .
Kaiser = Tacéma, - 100.0° 811 vt 8L 6.9 o QAL
Washington . - Eoe . .o ceL

Germany @ Kaiser. - Preussag . - -50.0a/ . . 71. L35, 0 3.0
Voerde ’

, r R <. . G . O
U.K.  Anglessy - New Wales, 34.0p/ 112 3% 3.2 ALPART '
“Seotland S e I R
Ghana = VALCH < Tema 'F T ¢ - 90 0_/ 0* 153  *13,1 . < ALPART,
RTINS T e Fo s ey e o o HeSele
Bahrain «:  ALBA o>t "en 0o et 17 Qd/ 2. wﬂhai'*sﬁu?zfo.f |

India Hindustan . .. . . «p ;2.7*0_/ 385 . - 28 '2.'4. ,_Hi;;:zﬁfgs:f?:
- Renukoot ‘ ' ' ’ T

Ausﬁralia COMALCO - Bell Bay 45,06/ 106 106 9.1 COMALCO,

N .‘- N oA T i et QAL

New  N.Z. Alumiiﬁd IR 123 4 BT L 8.2°% QAL
Zealand Smelters - Bluff g/ .. , L . -

Total Ao iio iy shzo.1 167 . 100.0 0 -

- oo I

Source: See table 25.

a/ Preussag, 4.G..--50 per centj b/. Rio Tlnto Zinc. Corp., Ltd.. - 4? per
cent, British Insulated Callender Cables, Ltd. - 19 per cents; ¢/ Reynolds -
Metals Co. - 10 per cent; a8/ Gensral Gable ="17 per cent, British Metals

- 17 per cent, Western Metala: - 8.5, per: cent,,Bretton Investments ~ 9.5 per
cent, Electro-KOpper - 12 per cent, Bahrain Government -' 19. ger cent;

e/ Birla and Indian Interests - ?3 per cent; £/ Conzinc Rio Tinto of
Australia « 45 per cent, Australian public - 10 per cent; g/ COMALCO
Industries -:50 per cent, Sumitomo Chemical Co. - 25 per cent, Showa Denko
KeKe = 25 per cent.

. . B S i

/The only
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The only smelter expansion currently planned is a 50,000 ton per
year expansion at: Volta Aluminium Company te be completed in 1976 at

an estimated cost of 60 million dollarsal/
(iv) Alumlnum fabricating. Fabricated aluminum products accounted

mfor 49, 7 per cent of Kaiser 'Aluminum's: total revenue in 1974, compared
to 10.4 per cent of primary alumlnum 1ngot and 5.0 per cent for other
alumlnum related products, Kalser Operates 54 fabrlcatlng plants in
twelve countries: United States (41), Argentlna (1), Ausﬁralla (1),
Belgium (1), Brazil (1), Canada (1), Germany (3), India (1), Switierland
(1}, Thailand (1), Turkey (1), and United Kingdom (1).

5. Revere Copper and Braée Inc.

-Revere Copper and Brass Incorporated, a Maryland corporation,
and its subsidiaries are engaged in the production an& sale of non-
ferrous metal products in three classes: mill products, primary aluminum,
and utensils and other products. The company is the largest American
independent non—inteérated producer of copper and brass mill prbduct55,-v
It competes with five 1ntegrated and approxlmately fifteen magor non=
integrated fabrlcators. Revere is a medium sized producer and fabrlcator
of aluminum.. "It competes with approximately ten other full 1ntegrated

producers of prlmary aluminum and fabricated aluminum products 2/

In the early 19505, the Office of'Defense Mobilization, fearing:a: . .-

substantial shortage of alumlnum, initiated an expan51on programme of
alumlnum capaC1ty to ‘meet the needs of the Korean War. Varlous compan;e"
were awarded accelerated five year amortlzatlon cert1f1Cates for 85 »
cent. of the cost of expanded capacity. Total allocations of expanded
capacity by the Offlce of Defense Mobilization amounted to’ 8?? GOG tuvs
of which 110,000 tons were awarded to Olin Mathieson.3/

1/ Securities and Exchange Commission. Form 10-K, p. 4.
g/' Securities and Exchange Comm1551on, Form 10-K for Revere Copper .
and Brass Inc., for the year ended December 31,.1974, pp,‘1~2°'

3/ .MiJ. Peck, -Competition in the Aluminum Industry, 1945-1958,
HarVard Un1ver51ty Press, Cambrldge, Mass.,, 1961, pp- 148;1500 7

/On August o

..-I‘l.--.l;
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On hugust. 2y 24955, Revere filed an appllcathn for: accelerated
amortlzatlon certlflcates for an aluminum smelting. plant.of 60, OOO ton
capacity . and.for -an alumina plant of 120,000 ton capacity.. -Revére had.
been an alumigum fabricator for -severagl years.. Between 1950 and 1955, -

- when alﬁminnmrwaslin short supply,-Revere was forced.to:en§er_into.large,
long-term ¢ontracts to secure essential supplies.. These contracts:did
not involve .any. price concessions to Revere.. -At that time, it became
clear to.Revere's: management .that xhg_cqmpanytwouldnultgmatély have tq- -
secure its .own S?“?FB:PdeQﬁmanxual“minumﬁif | .

.. -As.shown in table: 28, Revere generates most of its revenue from -
fabricated products made; of, copper, brass and alumipum. y Like the other .
four companies, Revere's profits. in 1974 are subgtantially higher than
those of the previpus few years. -

Table. 28 o gmﬁv;:f‘

REVERE COPPER AND' BRASS INCORPORATED: REVENUE BY PRODUCT

(Mllllons of dollars) b o
S : T T R

o EESE . v e G L L e T T
MAll Produwcts * -0 . - Lo L0 E e i REGl - e s 43 "7
% ) N ' o 84.8 84,2
o T P e P N R P T R B '
2
5 .

Primary Aluminum, ‘ o 23.7 .. 3
R L A LU < T L P S R I -

Utensils and Other - = 0701
% LoD .- [

8
Totals' oot T ; ST S ¥-1

Y

5{
o

ot
Py

year ended December 31, 19?#. p. 4. T ”“‘K

. * .
.y :
. L i
- - ; Lo soa e [P 5 o . P ;‘x:' ’ PRI
. .. TR LIVRR : s e ’ _r' o . N e T4
*-‘1 '—'-—-"Ibld‘ » Pe 17?_b e et oeommple e -

/0n September
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On Sépfember-ZE,-1955, the Office of Defense Mobilization announced
the closing of the expansion programme for aluminum capacity. Revere's
application was rejected oh the grounds that the current expansion
objective had already been allotted. Shortly afterwards, Revere entered
into a joint venture with Olinm Mathiéson. Ormet was formed in the fall of
1955 and was cdpitalized at 231 million dollars; of- thlS ‘sum ' 200 mllllon
dollars was a Loan from inmsurarce companies and the rémainder was
contributed équally: by Revere and Olin. Ormet planned to comstruct a
180,000 ton smelting plant, 60,000 tons moré than originally planned by
Olin and a 345,000 %on aluming refimery at'Burnsdié, Las Construction
wds scheduled for completion in 1958. : OLlin ‘and Revere signed a 25;year“
agreement to take the ingot produced by Ormét at its 'full cost of" ;
manufacture and these companies sold the metal in either ingot ‘or
fabricated form. Olin received 64 per cent of the ingot produced by
Ormet and Revere received the remainder.l/

Ormet also constructed:a relling mill in Ohio .and .purchased three
bauxite cargo vessels. Bauxite was: purchased under contract from the
Dutch company, B1111t0n, a baux1te producer 1n Surlnam g/ )

' In 1966 Revere negotlated a baux1te m1n1ng lease w1th fﬁ;““l“ .
Government of Jamaica for 25 years with a guarantee of extension for a
further 25 years, ‘covering a 327 square mile area. In 1968; ‘construction
began on bauxite mlnlng and drying facilities @nd a 220, OOO ton, per year
alumina refinery in Jamaica, and alsc on an aluminum smeltlng plant wlth
capacity 0f:112,000 tons per year at Scottsboro, Alabama. ‘Th@'cbmbinéd
investment- cost of these projects was 160 million dollars.3/ L/ |

~The aluminum reduction pldnt at’ Scottsboro went on stream in
‘December 1970, but used purchased alumiina initially.  Revere staried’
Ibid., pp. 177-178. =
Revere Copper and Brass Incu, Annual Report 1971, ps 10.
Ibid,, p. 10. - 2 :

In 1974, the net assets of Revere Jamalca Alumina Ltd., weTe

- valued at 97.3% million dollers of which 61.1 million was.covered by
OPIC insurance against the risks of war and exproprlata.onu
Securities and’ Exchange Comm1ssxon, Form lO K, p. 4.

,¢§Q<

/m1n1ng baux1te
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N
mining bauxite in Japaica in 1971 and began producing alumina early

in 19?2. Productlon of bauxlte and alumlna at Revere Jamalca Alumlna-

Ltd,; has been as follows. T T
. N 'Béﬁkffé Miﬁé&:‘“-klumina Refinéa
RN £-1-5 SN e
' 000 shert tons
1971 L1 : -
1672 : O . 276 C 141.f,_
1973 - k50 187
1974 . - 507 10186 ¢ S e
Source: Economics:.and Statistics Division, Ministry of -
" Mining and” Natural Regvﬁrces, Jamaica. -

v e e

Table 29 shows Revere s sources of bauxlte and alumlna 1n 1974
By 197k, Ormet's alumlné pfant .at Burn51dé. ‘%La.', had expanded ts”
capacity to, 600,000 sﬂ;rt tons §;r year ;/ ;ﬁgmfurchased approx1mately
"1,200,000 Bhort "tons of Baukite from Billitvn in Suritamt - Revere'y

indirect share of this bauxite was 34 per cent or about 408,000. £8U8

Revere mined 507,000 tons of bauxite in Jamaica, accountiiig- for 55 per~’

cent of Revere's bauxite-requirements. Capacity at the Rgvane Jamalca

Adumina Ltd., refinery is-220,000. tons per year and Revere's shq:e of

Ormet's capacity at Burnside, La., is 3% per cent or about aoh,OﬁOJtons

per year. Tﬁn&;:ﬁevereéﬁamaica Aiﬁmina Ltd., accounted for 52 per cent. .-

“of Revere's 19714‘ a"l'.umlna requlrementéo ' ) ......d....‘.r.,....,,.,_.,'.....~..,..._, T e
o L D R UL el T SRR .
* : - '
o "
o - '-n_: wh
s

1/  United-States Bureay & Mities, Minerals Yearbook 1972, pq 191, st

tin - ot . s L R RS : R
" : P T S FR RS DI P R SRS & R

it '?:".ﬁ-,'.-".';%' e a ' . 4”-:.'" /Table 29
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Tadble 29

—

. .REVERE "COPPER:AND BRASS INCORPORATED

1974

Revere's = % of

Revere's
Company Egquity Qutput Share Revere's
Co?ntry (location)™ =~ e e — — Bauxite
. S % DOO Ssto Suppl‘y
Bauxite Mihing
Jamaica Revere Jamalca
Alumina Lta. ' _
- Maggotty 10C.0 ;EQ? 507 55.0
Surinam Ormet purchases .
from Billiton - 1 200 Lo8. . . h5.0
Totals 1 707 915  100.0. -7
"Revere's © 1974  Revere's :
Company . Equity Capacity - Share . % of L,
Country (location) ' - wrm—iem  Revere's gzﬁiize
B R % 000 sit. " Alumina -
AluminahRefining 5
Jamaica Revere Jamaica
Alumina i _ I -
- Maggotty- 7 100.0 (Bape 220 52.0  Jamaica
G.S.A. -Ormet - Burnside, ~ 3h.0~  «600 " 204 48.0  Surinam
bl - La_.'a! : B o . - _‘- - . fr PP .‘i.A:-‘ - e ) 5.:‘?‘ .
Totals. . 820 C k2 . 100.0
Revere's 197k Revere's o L.
Country Company Equity . Capacity  .Share. . . Uopets Alumina.
(1ocat10n . Source
: . % 000 s.t. Aluminum
Aluminum Smelting
U.S.A. Revere i .
: -~ Scottsbore, Ala. 100.0C 112 112 57.0 Jamaica
U.S.A. Ormet Corp. ' - |
© .. - Hannibal, Ohio 24,0 : 250 85 h3.0 Louisiana
Totals 362 ... 197 .100.0 .

Sources: 1. United States Bureau of Mlnes, Mlnerals Yearbook 1972, pp. 137,

“191, 200,

2. Securities and Exchange Commlsslon, Form 10-K for Revere Copper
" and Brass lnc., for the fiscal year ended December 31, 1974,

/In 19741



- ll?ﬁ "‘",‘_' IS

. In 1974, CONALCO, Inc., purchased-Olin's 50:per cent investment
in Ormet- Corporation; Ormet:Shipping Corporation and Olin.Revere Realty:
Company - {now CONALGO Revere Realty.Compgny),{a firm which:agguires.
and leases new plant. facilities to Ormet. CONALCO; also exercised an .,
optign-it,acquired. from Olin to, purchase for cash, at. cost,:32 p@piqut“
of the'capital stock,~partnership interest and notes owned by Revere. ;.
in the three corporations mentioned. Accordingly, Revere's percentage «
ownership of capital stock, notes and its partnership interest wer;
reduced to 34 per cent. An agreement between Revere, CONALCO and Ormet
provides that Revere will continue to purchase 34 per cent and CONALCO
66 per cent of all aluminum produced by Ormet and will pay, as the price
of this aluminum, 34 per cent and 66 per cent respectively, of Ormet's
annual costs.l/

On December 20, 1974 Revere Jamaica Alumina, Ltd., entered into
an agreement in principle with the Government of Jamaica relating to
bauxite mining and expansion of Revere's alumina operations in Jamaica.
This agreement also provides for Revere Jamaica to sell its bauxite
lands at net book value to the Government and for the Government to
guarantee sufficient bauxite reserves for an expanded facility for an
initial period of thirty years.

As required by the agreement in principle, Revere has commissioned
a feasibility study to be completed in 1975 with respect to expansion
of the alumina plant. As a result of this commission, the company is
to receive a Special rebate from the production levy for 1974 of
approximately 2,251,000 dollars which has been reflected in the 1974
financial statements. Further rebates through 1978 are conditional
primarily upon the expansion of the alumina plant.

During 1974, Revere Jamaica Alumina, Ltd., also entered into a
letter of intent with a consortium of six Japanese companies which may
become a party to any expansion of the Jamaican alumina plant, subject
to, among other things, the results of the feasibility study.

S

VA Securities and Exchanbe Cofimission, Form 20-K, ‘p.’ 35.

/Also, during
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Also, during 1974 Revere entered into a letter of intent with
the same consortium of Japanese companies for the expansion of the
Company’'s aluminum reduction plant located in Scottsboro, Alsbama and
has commissed a feasibility study for expansion to various levels of
capacity. The outcome of any further agreements is subject to, among -
other things, ‘the ‘results of thie study which’is to be completed in
1975.1/ BT ¥ |

1/ Securities and Exchange Commission, Form 10-K for Rgvere Copper
and Brass Corp., for the fiscal year ending December 31, 1974,
p. 2. ' ‘ '
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HISTORICAL OQEHVIEW OF THE U, 5. AD CANADTAN-
ALUMINIUM InDUSTRY DEVELOPMENT. .. .

B%,thg.aarly 19?05, gix }arge“traqsnatigna}:corpqrations contrulled
three quartgrs.of the‘wgrld's aluminium.prqduqing capacityﬁ_‘Amongrfhg,
six were three Amerlcan-based TNCs-the Aluminium Company of America ‘
(ALCUA] _Reynolds Metals Company and Kaiser Aluminum and Chemical Corporation.
The other, three 1nclude a Canadlan cprpuratlnn, Aluminlum Cnmpany of
Canada (ALEAN), & _French-~based TNC——Pechlney Compagnla de Produits Chimlque
et Electrnmetallurgiques (PUK), and & Swiss-basad TNC-Schwelzarlsphes L
AluminiumﬂA.G%.(Aluggigge), (A1l six are highly integrated producers, . .
engagingnin;the bguxi#e:minigg, pru#uption,qf alymingjand tbpvsmglting of.‘i
Aaluminium %ngﬂ?§ﬂ Thexfalgoxprpcgsg‘the fina;'inggyﬁ inﬁq aiumiq;qm‘;_ .
products, This section is concerned with the evolution of the firms
located in Vestern Hemisphere, from the eérly stages of theg industry
and str5351ng the changes which occurred in thg racsnt perigd of. 51xties
and ssvanties. o e n

In very broad derms, -thred pertods can-be ‘Bistinguished in the -
developient of thi ihdustry:. From:its conception’to:the forties, the
Ylestern Hemlsphere market was monopolized by‘twuﬂvefticallywintegnated
firms, 0.5. ALDOA and its Caradisn subsidiary ALCAN which were isolated °
from Eupcpean imports through @ 'seriss of cartel arrangements. <« - 00

The second stage of industry development ran between the cutbreak:
of lorld War II and late 15588. © The war reguirements greatly increased
the demand’ for aluminium. -Concerh of the U.5. government over-its

strategic importance, ts well ‘as the monopoly power of ALCDA, led to

”‘/méasufé; which
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measures which increased competition iin the industry among the established
and newly entering firms. This led to a scramble for mining concessions
in the Caribbean countries; where,. in:addition, TNCs began toconsider

the possibility of establishing prodéséiﬁgjcapacffies caose to the

source of bauxite.

'The third period runs from the end OF 12 505 to 19705. During

this recent period, a : number of cond1tions led the Daribbean host
countries to more active invulvement in the bauxlte praductlon and
”Drécéssing.' Although factors' varled across leferent cuuntrles, seueral
were of gereral importance,’ 1nc1ud1ng the galnlng of 1ndependenCe by a
number of the countrles and resultlng development needs and programmes, f
the beginning of energy crisis in 1973 and ‘the common posztion of o
deVeloplng coUntries tOWards a New International Ecnnomic Drder. The R
foreign companles reacted to r151ng cnsts of production ‘and the risks
gvolving from new host governments pollcies w1th thelr own cuunter—strategies

and greater cooperation amoﬁg themselves (including 301nt ventures)

1. Beginnirigs of the Industry (1500 un'i;'ifl world War II)

At the turn;of,the century,: the North Ameripanraluﬁ;nium industry
was dominated by a singie firme=the Aluminium Company of Amgrica [AtGUA];
Foundec .in 1889 under the name the Pittsburgh Reduction Company,’ the firm’
expanded rapidly, integrating both downstream inmto the manufacture of
aluminium pruducts and upstream towards the production of inputs. Such
vertical integration is usually attributed to the firms attempt to-
ernhance. their‘market-shane, reducing the-prnductlnn-rlsk and costs
through greater productivity, technical complementarity and rescurce
-domination. ALCOA's -history suggesta that such mptives are - complementary
and. d.;temi'ne_ the fimm's behaviour. .
| | | /Initially all
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Initially all ALCOA plants produced aluminium by smelting alumina
imported from Englend and Genmany.r In 1903, hawnver, an alumina plant wae
established in Mieaeuri which eupplied must uf the alumlnlum emelting
plants of the firm, WMuch of the initiel;inpetue for the vertical
expansion resulted from the technological characteristic of the industry.

. .The Pittsburgh. Redugtion Cempany-(hereon-ALQOA)«develeped a -NEW - e
technolagy far smelting aluminium, which used*significant ameunts of o
electrieitu. For that reason much ef the early sxpansion ef the Firm |
centered around the search for energy sources, ALCCA establiehed a fully
ovwned sub31d1ary in Canada, the Aluminium Cempany of Canada (ALCAN) and
initiated thers canetructien of hydroelectric plants serving the expaneiun ;
of aluminlum preduc:.ng capacity. In the same initlel per:Lod of vertical )
expansion, ALCQA entered bauxite mining, Flret purchasing established
plants in U, S, and, since 1915, vau1ring bauxlte dep051ts in Guyana and

)

Suriname {then British and Dutch Guiana] and later, in several Eurepean

-t

s

ccuntrlee.‘l/ At the beginning oF the fertles the bauxite praductien in :!
esch of the two Caribbean ceuntries was higher than in U, S., the enly _
preducer ceuntry oF Westarn Hemiephere during the firet quarter eF the
century (eee table 30] ‘ .
By 1928 the d90131an was taken ta split ALCUA and ALEAN [then | |
Aluminium Limited}. incorporating the eubeidiary as an 1ndependent Canadian
firm, The decieien was based on a deSLre to achieve greeter management .
efficiency, as well as, to solve e diepute over company contrel. Deepite )

this eeparetien, however, close 1inke subsieted between the twe cempaniee,_

SRS O

& e

Jj....See,gPaulaclerk,.Biverg.ef,Aluminium: The. Story of. ALCAN. {Montreals. -
ALCAN Limited, 1964),

e e - -.r L .)_r‘_

R L A LT

/Table 30



Table 30

j”aAUXITE PRODUCTION IN BELECTED COUNTRIES OF WESTEHN HEMISPHEHE
AND Iiv AUSTRALIA- {1900-1977) - “

(Thousand tens) ' '+

USA.  Jamaica ~Guyara . Suriname.. . - Brazil  -:Australia

1900 sa . o SRR . . Ny
90 s - - I | ;, -
1920 s30 - 2 - -? ,;' o
wo me | - ST ‘.éss'; . SRR J. 1h _

—_—

1950 1 356 =
529
7245

&% 206 w‘; 19
as’ e ”:'95;~A 8
e’ 3a0 N E: -
919 4 369 o e84 151
%23 ses0 a4 4 956

1940 445 - " es 615 - -
, C
8

1955 1 817

1960 1 998
1965 1 682
1968 4 692"
1970 2
1971 2 020 12 440
1972 1841 2 538

151
‘526

@ © ;o

2 115 12 009 a17 so22- - s - 92ss
23 6718 Ves 42 732
R 7 7 Coes ﬂ4.43?,”
21 695 84 17598

606 6864 Bm 19994

1973 1 910 13 600
1974 1 980 15 327 |
1995 4 800 11 570 B2g - a 750 S - gsg 2i003

1976 1989 10 311 108 4 555 . gos 24 083

WL W W W W D NN N NS

1977 2 013 11 433 344 4 856 1035 - 26070 - -

Source: Metal World-Statistics, various issues.

J/among them.
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anang: thelt propristy, relablonghip fetnpen the main sharsholders §f the:

two firms, and, specially, common control of bauxite mining, alumina and

aluminium production dnd*&uf?ééﬁ&né?ﬁﬁiihffﬁétrucfure in Canada’ '

(hydroelecérit’blanté.'ﬁort facifities ant railréaas. etc,)s SETERE N
WHile fifst ALCOA, and later ALCAN, engagstt in intetiration:tpstredm -

into the mining stages, Final demand-patterns for ‘aluminium-led the firmsf“;

—

to integrate downstream into ‘the:préductien and diversification”of-final
goods, In this initial period,' primary aluiminium was a new product. - .
without a great'demand,”” The'lack-of a &izab¥e démand-Fér-aluminfum - + °
ingots led the iAdustry into the Fabricatiod of iite range aluminium - *° -
praducts and active marketing to-stimuldte their ussi ' Since foundation . .
the cohpanies fabricateéd light weight ‘products (bicycls parts; reflectors,
flashlight pawders, bath’ tubs, eté.) and latér?ékpandﬁd to ‘intermediary

ones as‘castings; bars, platés;“éﬁeefsgﬁtbbés*andfwiré.ﬂﬁl“’J‘

‘Aeritical  factor in the growth of  ALCOA andAULANTntil World War II
was the isolation of the’Westerd’Hemitphere mhrket From Edropean competition,
This resultéd from caftel-dfrantitiients betweeh ALCAN. and.-the major.

Eutopead produsers; A toal of ‘s@veir tartel afvangenents ere 'agreed upon
béthgen 1856 éna}wgzs;vg/*“Ihfadditibn,'1inkages=Hétw§bh.ALGANf@nd~ALcDA.‘-i
allowed the latér company: to'evade U;S; anti-triust législation and. o . ..
participate informally in thé& eartel agreements, - - VT D ow ko ol s

" The outbredk of the World War II increased substantially the demand
for aluminium and led to thé'entry of new companibs in- the industry with . v
the resulting expansion bFibduxite sourcing. - THese changes are examified

in the following part of this Overview,

i

1/ See, PaUl‘Clafk, guoted ghove, (A Ty Cordn BRERUES

2/ For detail, see part 1.5 on p. 21 above.
: /2. Reduction in
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ﬂeﬂﬁétiﬁn’in:éddcéﬁtratiﬁh and new forms of campetition (9940-1960)
As a rasult of the sudden increase in demand during the World War II,;ﬁ

production of primary eluminium in U,S.A. and:Canada increased, between
1940-and 1945, at an-annual averege growth rate of 18%, mearwhile in the
occupied Western Europe-it fell by 29% yearly in the same peripd (see table :
31). The expansion of the‘strategic‘aluﬁinium.induspry-in the Western
Hemisphere had been-promoted by the.allied governments of U,5,A,, Canada
and United Kingdom through financial contributions, deferred taxes and
special depreciation, -allowed to new- construction. ‘Additionally, the
U.S. government had ‘acquired during the 'war .a copsiderable aluminium
prodiction’ capacity. Concefriad about. the degree of concentration within. -
the industry, the U.S. government decided after.the war to,sell its -
facilities to Reynolds Wetal and Kaiser Aluminium and Chemicallﬁcrp. who . -
became in this way the third and fourth major primary aluminium producers
in the region (see table 32}, . In addition, ALCOA was forced to release -
patents and other technical assistance to: them. The support.of the
strategically important aluminium industry by U.S. government centimued.in
the post war pericd- with the beginning of. the Korean War, when the aluminium
companies were awarded accelerated five yéar amortization certificates -
covering over 85% of the cost of new construction. . . . .

. The transnational corpeorations in the indusiry reacted in:a‘vayigty
of ways to. these devslopments., From the beginning,‘and even after the.: .
legal separation of the two corperations in 1828, ALCAN had been-a supplier .
of primary aluminium to ALCOA. When faced with the more competitive
coenditions in the industry in the 1950s, ALCAN intended to continua
playing the role of supplier of primary aluminium to the industry as a .
whole, including the new entrants, Reynolds and Kaiser. The remaining TNCs |

/Table 31%
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Tabld 31

"'PRODUCTION OF PHIMAHY ALUMHVIUM v U, s A, AND CAADA I
COMPARISON WITH WESTERN EURDPE [1900—1977)

(Thousand metric tons. )}

o NUrR

U.S.A.and Western Total Anriual Average Crowth Rate

" Canada Europe VWorld 0.5 Aand . Vestern Total
Canada Europe World

1900 3,2 a4 2.3 R SR e
1910 19,6 24,2 43.8 ' 19,5 - 19,4 19,7
1920 ' 74,6 - 51.6 126,2 Na.3 * o9 i
1930 130,86 130.1  268.9 6.4 97 7,9
1940 266, 1 ade,2 83z - S T 1.3
1945 645, 1 12,2 869,2 17,7 -29,0 1.8
1950 1 G11.9 2457 1 506,9 9,4 17,0 11,7
1955 = 1 97107 - e 5438 = 310G P e UGB A72 15,6
1960 2 516.5 850.9 45470 . o080 .. 9.6 - B.D
1965 3 252.2 1 278.3 6 591.7 5.2 8.3 707
1970 4 559.6 2 015.1 8 055,9 : 7,0 9.5 4.1
1975 4 397,17 3 232.9 0 89,2 . 0,8 9,9 4,2
1977 & 093,9 3 450.3 11 313,5 - 2.6 3,9 6.5

Source: Metal World Statistics, various issues.

/Table 32
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Table 32 oy

WESTERN HEMISPHERE: DISTRIBUTION OF TOTAL ALUMINIUM PRODUCTION,CAPACITY
' AMUNG 4 MAIM CDMPANIES (1955-1374) o

(ﬁg;centqge of total Western Hamisphere]

1986 -0 1961 1965 g 1gva

ALCAN 29,1 23.4 21.9 . 18.6 16.8
 ALCOA 29.8  25.4 S oes7 . 2, 25.5
Reynolds  18.4  20.9 15.6 .. 20,3 18,6
Kaiser = 18,8 18.1 7.6 .. 14,9 17,3

. Source: Minerals Yearbook, various issues,

/in the
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in the industry, however, did not accept this division of labor and the
post war period was characterized by significant competition using the
opportunities given hy the anti=trust policies of the United States
govermment., By 1956 the ALCOA's share inrthe Wester Hemisphere aluminium
production capacity was almost equal to that of ALCAN (29 .and 30%),
meanwhile Reynolds and Kaiser reached 18 and 19% respectively. At the
beginning of 1980s the participaticn of ALCAN. and ALCOA- further decreased.
in favar of smaller companies {see again table 32). . . ‘

The competition among the principal firms led to efforts to control
sources of bauxite and to reduce 'dperating costs, By the early 1950s
Reynolds had obtainéd concessions in Haiti, Jamaica and. Guyana: and Kaiser
had formed “the Kaiser Bauxite Company in Jamaica. -In 1955 Costa Hica

'awardad'exploration'parmits‘to‘ALCDA,'Heynolds and Kaiser and large scale
explorctions also had begun in Australia, where, by 1960 -the bauxite
production reached only 37 000 tons {see again table 1). ALCOA began
to abtzin bauxite producing territory worldwide and, -in particular,
in the Caribbean countries, Ouring the decade of 1950s the mining of
bauxite in three Caribbean courtrdies, Guyana, Jamaica and Suriname,
increased more than three times {from 3.7 to 11,6 millions of tons,,
see again table 1).

Competitive pressures in the industry led alsc to efforts to
reduce the costs of the production process through the establiskment
of alumina refiring plents in Caribbean countries. The.principal
benefit of refining in the host countries came from the reduced
transport costs through_shippiné slumina rather than bauxite to aluminium

1
smelters, Y

1/ It reqgquires between 2 and 3 tons of béuxite [depending on its quality)
to produce 1 ton of alumina,
' /ALCOA constructed
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'ALCOA" coristructed &n alumina plant in Jamaica $n-1952 and
completed ‘@ second she there in' 1956, ALCAN's Demba Corporation, located . .
in Guyana; constructed ar alumira plant in that country in 1561, [ In
spite of thiS“pa%tial’reIacation of* ‘processirg capacities their importance
had been still ‘marginali ® This may be illustrated by the fact.that many ..
years later, in 1974, Jamaica. accaurted only -for 11% of ALCAN's alumina
refining capacity {compared with 53%:in-the United States and.21% in .
Australia), meanwhile her share in bauxite resources. of. this firm was
almnét‘ddubleft19%); In the: same year Guyana's aluming production. -
reached ofily 311:000-long tons., which is one.nineth that of Jamaica,
although the respective relation, in:the bauxite production of the two
countries -had beeti' 1:5 {see tables 7, 12 -and ‘13 in Part Il ahove),

Furthermore, - the TNCs. had been able, in that period, to extract.
conslderable concessions’ from.colonial administrations whose representatives
defended the world-wide interssts of industrialized countries and their
companies rather than the development and diversification needs of. the
plantation-econanies of Caribbean region. An examination of .
just two of the-agreements signed -in that period .indicates the degree
of conceSsiuns‘obtaiﬁéd;'l/f PP SR R Y,

The case of ALCDA's 1958 Brokopondo Project in Suriname is
particularly interesting. The local auvtherities wanted not .only to refine
the bauxite into alumina within the country, but-also construct a
hydroelectric ‘complex with which it would be possible to produce

aluminium, as'it ‘had been suggested in a World Bark (IBRD)  study in.1952,

[

i/ For a detailed analysis of various agreements, see N, Girvan,
"Making the Rules of the Game: Company-Country Agreements in the
Bauxite Industry", Social and Economic Studies, December, 1971..

- /In.order
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In order to detennine the ‘magnitude. oF cancgasiqns nbtained by ALCDA, ths
terms of the contract may be compared with previous Surlnamese legislatinn.
Suriname normally granted-an exploration license&for-azthree—yearxperiogv
over a maximum area of 20000 hectares; the'Brnhopondp agreement gave. .
ALCOA exclusive rights for'a 10 year period owver an area up to 500,000 o
hectares. ~ Similarly, a mining license was usyally granted f°P § pepioq;up'
to forty years and limited to 2 000 hectares; .the Brokopondo agreement, .
gives the company a' 75 year operating rights and covers a.maximum of L
20 000 hectares. In addition, the:company was granted.a 45‘yeé;s:gxt§nsign '
of its mining rights on existing concessions. . ALQUAhglsqquﬁained.a:qumber¥
of contessions concerning' taxes and ¢tosts of eonstruction of the processing
facilities, The.géuernment.had.to-bearwa;l thg.costs of the.infrast;gEFU;a;h
development, provide-1&nd~$nr.tha“construction.nﬁ-tha‘fgcilities. exemg%ﬁ‘. .
the cnmpany from import.and export duties .on. products rslated to. the ;‘i_
construction and production of the smelter and hydroelectrlc Faci11tles and
establish differential taxes on the activities of the .company:. 35% an
profits of the Bauxite mining operations and 30% on alumina productiom. .
This latter arrarigemest was aimed at-shifting the companies towards local
fabrication, - ¢ ay '

Similar agreements were signed between-the ALCAN company Demba anqi
the British governsr of Gujara. Y The terms ipcluded a 50 year 1egsp,”
of “tihe land- to be explored; the option for a 25 year renewal, a S year
taxiﬁuiiday'and an agreement  that all special start-up: and depreciation

allowérices would begin after the end of the 5 year. tax holiday,

thus reducing ‘the taxable profits. earned by.the company.,.

l/ It will be fecallé&’tﬁatgfﬁrbughGUt'tHe'text; colonial ‘names have
been replaced with thase :adopted by;thg;new independen? gﬁaﬁes.

/3. Further diversification
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3, Further diversification of thé industryin the 1960s

The trend towards diversification of the irdustry cortirued in the .-
1960s. In United Stdtes, a number of mining companies began to move into
the aluminium ihddétry."Boéh Anaconda Copper and Revere Copper and
Brasé'Combé;} joined the aluminium market in the 'late 1960s.". To a large
extent, this shift ‘within the raw materisl sectors had t6 do with the
diversification in the copper industry, possibilities of substitution
between ﬁiuﬁihium and copper, and the desire of the cdiper TNCs to gain
a fabthdlu'ih'thé alumipium irdustry. =t °
Tha decreased concentration in the industry and greater competition

among anns tended to reduce th91r bargaining capacity v1s—a—vis the

host uovernments. Recngn121ng this,’ thE'TNCE, as had-done in the past, ...

adopted a series DF pollcles gimed at cooperation and joint sharing. of
the rents and rlsks of the industry. Joint ventures;, by the late 1960s,
appeared to be the dominant form of cooperation emong firms. -In 1966, for
example; éﬁreé'ﬁ? major'TNGs;;Réynolds.”Kaiser and Anaconda=-joined to
form a new firm, ALPART, in Jahaica for the mining of bauxite, = At that
time, ALCAN was the only other aluminium TNC operating in Jamaica. . This
exclusivity WQS also ehalleﬁgeﬁ by ALCOA, which established an alumina
plant in 1568 ané by Revere Copper Corporation in 1970, In Suriname, the -
two majé; TNCe—ALLOA and ALCAN——joined with Billiton and Drnet (the latter
being a joint Ebrpofatiéh'of'ﬁéuere Copper and Brass and Olin Corporation) .
to build an aluminium smelter, In addition, ALCOA jeined with the largsst. .
French producer of aluminiume—PUKe-to form'a joinAt venture in Suriname,
Such joint ventures reduced competition and also the 1nitlal 1arga
cost of establishment of mining and processing facilities to any one 4

TNC which is of particular importance for smaller firms, In addition,

Jthe joint
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the joint ventures led.to spreading the political risk across a number
of carporations, Threats of political pressures or nationelization were
bormn by a group of transnational corporations rather:than just one.
By this pericd,'a number of Caribbean countries had recently :gained independencc
and were making:an effort. td influence:the behaviour of the TNCs located
within the economies of the region., Their political will to extract a
larger share ‘of the industry guasiwrent to méet the -development needs and-
increase sovereicnty over théir natural resdurces induced. changss in
host countries policies.and conseguent reactions on the part of .the
fareign fims. Becauvse-of thg new goals of the host governments, a more .-
careful examirmation of ‘their bargaining capdcity is appropriate,

The bargaining capacity of the“host countries. is related, among . - .-
ather factors; to the interaction among the TNCs in-the industry, as well
as to the wilnerability of the countries to:pressures from the foreign:. . .
firms. - :The first aspect has been characterized in the first three ssctions.
The latter cone depends highly -on the role.of the TNCs:in the ecpnomy of

host countries, =~ . - - R T e L e

4, Some aspacts af the impartance of baux1te industry in the economies of
Guyars_and Jamaica at the beginnlnq of 1370s

[ o e

The: foreign firmms contribute to the. generation: of the host country
GNP particularly through’ export-:incomse, ‘employment, and budget income of
the goverfment.” The more. important the foreign firm's: participation in-
..gach of those aspacts of scoromic activity, the greater will ke the its -
barg=ining power, S LT S e

Rather than examine all Caribbean bauxite producing countries, only -
two of them have been selected for analysis—-Jamaica and Guyana, countries

- T - .
i Lo

/engaged in
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engaged in a major conflict with the-aluminium producing TNCs in the
post=cdlonial pericd, | s
In both, Jamaica and Guyana, after the service sectnr,{including
various activities such as construction, distribution and transport).
the mining sector has traditionally been the next important activity ‘
in the countries GNP On-the cther hand, throughout the 15960s and 1970s . .
the dlver51flcat10n of the. two Caribbean economies was under way Wlth
increasing-importance of manufacturing, particularly in Jamaica (see table 33)
Cansidering sources of 1abor;absorption, the mining seppor of the
two countries plays a minor role, Due to the high capital intensity
of the industry; only a relatively.small percentage of total labor force
is employed in mining. . In the middle of 1970s thet level in Guyana had
been 14%, while in Jamaica only 1%y that is==-in: both countries—much less .
than in other two productive sector, sgriculture and manufacturing (see
table 34). The multiplier effects of bauxite mining seem to be limited ks
to the backward linkages ‘with other.inputs, like water, energy, amd
timber, construction activities, (includiné corresponding infrastructure
in roads, ports and other transpnrtatlon fac111tles) and, finally, the
overall 1mpact on balance af payments, governmental budget, wage and
salaries level, -/ etc. ’ S -
Where the TNCs have their greatest impact on the producing. countries
is their contribution to the foreign exchange earnings. In the middle ,
of 19704, the share of bauxite and alumina in total exports raachedr
about 70% in Jamaica and one third in Buyana {see table 35). The substantial
increase of export earnings in Jamaica has been related with the‘coming

on 'stream of rew production capacities in-alumina in the late 1960s.

l/ Those in foreigm-owned mining became usually a bench-mark for other
economic sectors.

/Table 33
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Table 33

GUYANA AWD. JAMATEA;. GWP BY ECONOWIE ssowgﬁs {1960-74). .
[(In percentage) -

fhaen 1960 19867 1870 1972 1974
-ty BL]YANA W VR EIN e L gk e B s s 8 . el a6 L R T L )
" Agriculture 26.72 21,7 19,3 19,8 30. 5
';__-‘__Mining_% L 11 1 1702 .~ .. - 20. 4 1804 13.4
Manufacturing 10, 4 12.4 12,2 12,2 13.6
' Services a/ 52,3 48,2 - 48,1 49,6 42.6
JAMAIGA
Agriculture 12,6 11,0 8.1 %4 71
Mining" 9.6 15,0 - 15,2 8,5 13,2
Marmufacturing 13.6 18.2 13.6 16.8 17.0
“Bervides'h/ t 7 BI0 - TTdBATT U B1.47 86,7 7T 83,3
Construction 11.8 10,7 1.7 1.6 94
Source: Vhrious Econonic Survays of CEPAL._ . L .
E/ Includas constructlon, distrlbutlon, transﬁbrtatian, financial

services and others.

b/ As in a/ above, but excluding construction,

/Table 34
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Table 34
GUYANA AND JAMATCA: EMPLOYMENT BY ECONOMIC SECTORS

(In thousand and. percent)

GUYANA ' JAMAICA
sy, L. (1973)
& L
Agriculture - - 68,5 34,0 210.3 33,0
Mining S N . BB 146 6. . 1.0
Manufacturing 56.8 29,0 78.9 124
ServiceS'E/ ) 43,8 22 4 342.2 53.5
TOTAL - 1957 100,0 637.5 1000
Source: See table 33;‘ o
E/ Includes construction, distribution, tnansportation, Flnanc1alﬁ

services and others, o : Com T T oo

/Table 35
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codi o e T T Table 35 .
GUYANA. AND JANATCA; EXPORTS OF BAUXITE ALD ALUMINA. (1960-1572) ..

L _(.y. 5.8 million and percentage _bf‘jtqtal,exgcrts]_-

moy P PEES A

ICRHE

IJAP\,)]AIDA -* ':-_:‘ .ot N

LBUYANA

Bauxite

i ‘Metalid ~Calcined -Aldmina Total = % Oauxite Alumina Total %

T e O I T . ‘
1960 110‘5 :.::, 6"8. _”- - . 7;_:.17‘,—.3’ !‘23.015 ,“1.300-5‘ n as.s‘ 7?.049;,3

4

1966 12,0~ - 153, 19,3 ,, . 46.6 .. 81.0 . 84,2 - 54,1, 133,3 - 53.8
1970, - 209 242, . 23,2 . 693 521 . 918, 13300 2248 60,7
1972 00135 . 357 - 139 . 83,1 431 846  150,3 - . 234.5 63.C

1974 42,5, . 55,7, 20,5 88,7 330 13R.8.  38B.3 _ 491.1 70,8

- S o - - PR " et A e R . A St eew ae ey - . .
TR A 1 i i ' R ! g N : i T ¢

Source: ‘See( -'cébl_e_' 33:

PO Ty T MR T e Iy

/The selected
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The selected indicators, analyzed above, exemplify the persistent

high level of dependence of Caribbean host countries on bauxite and
alumina prﬁﬂuctidﬁ'ééd;éﬁport énd,‘é%'tﬁé same-fime,‘ﬁﬁe”imﬁbrtanbe of 4
more complex developrient nf'théif¥hatural?¥é§oﬁf093;:indluﬁing ﬁrncessing
and fabricating activities. The previous overview of the Western Hemisphere
- aluminium- industry development and its- expansien and operating conditions: ...
_ ip Cgripbeéﬁféydptrigsain the eolonial-pericﬂ~d€%cnstrated; on the other
‘hand,. the low. share of host. economies in the~o§era11 baﬁéf{té born by the
'industry ‘development., It is therefore logical, that the gaining of =
' political independence {in 1962 ‘in Jamaica, 1966 in Guyaria and 1975 in
Suriname) brought the rew nation-statés greater possibilities for -
exploiting their bargaining power vis—a-vis the TNCs and @ new formulation

- of their policy”goals'ih_a broader context of the development strategies.

The subsequent renegotiations and 1égdlly imposed changes of previous

. arrangements.and contracts with the foreign companies led. to. contradictions.
and conflicts among both parties with mot always complete}y conclgsive
regsults, at least in a short term perspective. Gome of t}!é in.?pox;tant
issues of this new period in TNC~govermment interface will be overviewed

in the last part of this paper.

/[Part 1V
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BN

. BARGAINING SITUATION AND .GOVERWMENTS POLIGIES IN-1970s'-
i L SO 2

: Iad£hi5 pa}t an over&iew will be given of_thqrg}uminium_TNpa_,vﬂ
strategiqs in~Q§ribbean COUﬂtriQS:MthE-HEW“PQ1$GX uggect}ves qﬁ.host:.
govarnments and companies cnunter strategies.w Finally, .after summing up .
the changas whlch accured in,the bargalnlng balance bgtween transnatlonals
and Caribbean governments throughaut the 1970s,  the ;egggpt%aﬁlonsiin .

Guyana and_Jamaig? will be examined with some more detail.

1. TNCs and govermments ubjectiﬁeé and strategies

B SO o

a)  Transrational corperatitns-in the coldniaX period - = -~ - W

.In the colonial period, iritiatives came almost éxclﬂEively'Ffom‘?
the side of the foreign companies seeking favourable access t6 mineral
raw materials in Caribbean countries,” The objectives of ‘the TNCs may He-
synthetisized in a following way: T SR

i)} To secure rights of exploration and exploitatlcn over as larga
an, area and &s long a tlme as posslble and on, exclusivs, er moncpoly o
terms 1n order to pre-empt gffectluely those resgupga;, }hatiﬁa:toibquk?
access ta rlval or potentially rlval ccmpaniesr\, l”

ii) To insulate auch arrangements to the maximum degree possibla :
f@pm the exercisawof_the_gxlstipg lccal,leg@glgtlye power by the. device of
lﬁngutefm‘cppyractgal agreements and sggCifigg}ly providing for. arbitration
of disputes in Fhe courts of the po@§,cqgnt?y prqby,;qternational bp@ieaw

outside the reach of the host country's jurisdiction. .

/iii) To minimize
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iii} To minimize the likelihood of disputes, under such contractual
arrangements, by reguiring the inclusion of provisions covering as many
details as possible,.:frequehtly including also such matters as hiring
policies, royalties, taxes or exemptlon fram taxes, freedom from restrlctions
concerning foreign exchange transactlons, etc. ‘ |

tihen prBSSQd for renegotiatién“bf agreéménts}'cdmpehies Wererwillihg
to yleld on such matters as ifcreased local participation in middle level
management, and alss on mattsrs’ of royalties and taxes to be paid to the
governments, - Ferthefmore; they*ﬁave‘beeﬁ willing to undertake hiéhef‘
level of bauxite processing, eartieulafly when it’imeliee'e reduction of
production and tnansporuetian costs, . _

Ultimately all disputes concerned, in a minor or greater degree, the
relative division of effective control between the two parties. ' If:the
company considers the emesrging.risk to-loose effective control of its local
activities in favour of the host -country and, if it was:able to .transfer’
its sourcing to other locations, it would divest its assets in the

respective host country,

b) New objectives and policies of host government

In recent:yeefs; irmitiatives to'cheﬁgé the established "rules of game“
have comg 1ncreasingly from the goverrments of host countries, perticularly
where foreign companies had an important capital irfivestment and have g
been operating in terms considered unfavourable by the governments of
producer countries. In nther'wofds, where east and current economic rents are
at a feval'Which'Bermits a fedfeesing of the unequal balance of benefits
without subgecting the company to- competitive pressure ‘of other TNCs, the ‘

host countries will demand a better deal.

/The bargaining
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The bargaining obgactlvas and pclicias§of host countries includa -
the Following. R S TR AR B S P "

1) The aatabiiaaaag%“a%'%ga’pfiaaiplajaf\nationai}aavafaignty over
natural resourtes and Ehafprimacy-cf'fhia'p}inaiple over aIi baﬁtfactﬁal a
agreements acceeded to by previous goverhmeats &n thaifjdaalinga‘W£%h | B
the companies, R ‘ - B S ' ;

ii) The securing of a greater dagrea oF bauxite procaaaing within ”
tha host cuuntry on terms, which ensufe that tha country gats a largar |
share of the "alue added”, T ' ‘ o

iiiy “The abtainiﬁgldf aﬁlargaf'aﬁa;e of the iaaﬁatfy:;anta by the
imposition of higher royaltiaa;"ta;éaﬁaf"iaﬁiéa‘oﬁ‘tha production or
export of the mineral, whether in raw or semi-processed: form; ' Experience
has shown that purparate\allocatiue and: transfer—-pricing practices pose
difficulties concerning the collection of income taxes From the processing -
nperations, Far this and other reasons: some countries are moving towards .
Jjoint ventures -or wholly owned rmational processing facilities,

iv) - Demand for. disclosure:of opewating'and‘financial.infbnmatiahfwith‘
respective legal. sanctions. . . . 3 E cor

v] Oemand for the employment of natlonals in senlor as well as:
middle level manzgement-positions. ~ -~ - . . SlasctY o .05t F

yvi] The lowering or supression of.the campanies'mancpbly’ovar shipping
of the export products and consegquent: transfer pricimg. with respect-to
freight; removing- this way also the obstacles.in marketiog of mimerals, .2
belonging to:the government  (by virtue of joint ventures.of wholly-éwned:
public anterpriaaa]a T R ot

vii) 1In the case of negotiations concerning the acquisition by the
government- of all, or part; of the equity ofTNCs in the host counfryi.T

the gaﬁefnmaht tries to bérgaia ihﬁterms'o%"tampaﬁaatiaa; for aéeiafé&"

/bock value
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book va;ue as.a basa ﬁqr eygluation”qf qgsets,,ljfthg longegt,rgpayment
period possible, the lowest rate of interest on the balance owed to the -
company, the @gst‘Favourablg arrangemgntslpgncepningﬂfnxeign exchange .
availabi;ity and, eventually, future lipkqgeg with the company in marketing,
investment, etc, é}eg point viii].belcw£7,,_

viii) hen negotiating with ThCs for new ventures and investment
projects,:partipularlx,in bauxite,prucgssing,‘the host goverrment is
likely tn\negotiqte w%th,the fgreign»c&mpanies‘technology inputs and,
essistanéé contracté, intcluding management, finance and marketing
arrangements, try;ng to increase Qrogkgssivg%y the natiomal participation

in senior management functions and company®s eguity,

c) TNCs counter-strategies - -

The respohse’ of cumpénies"tc host cadntiries which -engage, or havs-
been succesful in obtaining substantial cofcessions with respect to the
above ‘bargaining demands, include the following strategies:

i} Transfering bauxite scurcing and hew expansion‘of mining capacity
to locations which offer lower unit cdsts of prodiction (including the -
tax burden) and to wheres the TNCs fegl mors securs from'sscalafing host
country demands, once their operatibns are on stream,

ii) 1Intensified research concerning alternate inputs to their
processing facilities concerning’ the cost faétors of norebauxite méterials
as compared with the rising cost of bauxite.

ii1i) Using geographic diversification of bauxite sourcing to diminish
the potential bargaining power of anyone baUxitefprddUCing country-

opposing her to rival producer countries.

1/ Thig=~being u$ed=5y‘the-tcmpanyif6r tax purpuses-his‘usuall}”much
lower than the "commercial value" of assets. GSee.part 3, b).and ¢}
below,

/iv} Joint ventures
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.+ iv} Joint ventures and =mgreenmerits with:iother foreign companies {iriclugiing
aluminium censumers}, banking .and insurance.consortia, ete., and also . °
with host goverrments, in:orden to strémgthen the.tommon. interest of
companies, and'cauntries.alike;'inﬁprotéctieg'their‘oligopmiistic poglition
and distribute the-risk among more parties. N U

v} Becourss to support and pressure capacity from home country
govermients and related private and public. organizations,’

In the next section, some outstanding ‘aspects of the mew balance
of bargainingpower between TNCs and Caribbean countries-in the 1970s
will be.guverviewed. . . - . P N S L N TR

L PR 4 . . .
f R N Pl EEE L § .

2. Changes in the bargaining-balance throughout the 1970s

a) Thé international eetfiqg .

" From the‘cloeihg'yeare oF the 19505,;the ieternétidnel eiimEte:hae
been undarg01ng 51gnificant chenges, A new censtellatlon oF voting power
anenged w1th1n Lhe Framework DF the United Natlens as polltlcal colonlallsm :
cnntlnued"to be dismantled, The frustrations arlslng from the slow progress
oF two deeedes of 1nternational development efforts to amellorate the
basic inequalities in the international ecanomic arder. menlfestad ”;.
themselves in risxng ecunomle natlonallsm in the Third World, An indibatinn
of things to come was presaged in Resolution 2185 {XXI) passed by the
United Natlons in 195«3. calling upon Foreign 1nvest0r‘s to reccgnize the
right uf "all cuuntries, particularly the deueloping countrles, to secure
and increase their share in the admlnistratlon of enterprises whlch are
fully or partly operated by forelgn capital and to have a greater ehare 1n
the adVantages and profits derlved therefrom on an equitable basis"‘

The' 1nternal and external-problems of the Unlted States’ and the

devaluation of the U.S. dollar in the early seventies signalled major

J/disequilihrium in



disequilibrium in the internetional political-sconomic system. The rising
industrial stremgth of MYestern furgpe and Japans @s also of the socialist. .-
countries;. accompanied by increasing dimport .requirements for energy and Y.
kKey -industrial raw materials,. created 'an external economic envircnment
more polycentric, more open, and somewhat less tightly. controlled by
Us. 8. based transmationals,
Initiated at the Algiers summit of Nen—aligned countries and

resisted by the major industrialized countries, the Special Session of
the General Assembly of United.Nations on Raw Materials adopted a
call for a New Internatioral Economic Order in May 1974, This .resclution
called for a new deal for raw material producers and was in large measure
directed towards tféhenetidhei5c0rberetioee‘enjoying concessions granted
by previous colonial administrations, or, newly independent but weak host
gcvernments. The terms of these arwangements had been nonnally embodied
in lung term contractual agreemants which, 1n eFFect place the operaticns
of the Fareian companles beyond the reach QF the law of the host cnuntry.
The e55ertlen‘nf uhe prlmacy af natlenal soverelgnty over the inallanablllty
oF prlvate prnperty marked an. 1mportant change 1n the 1nternatlnnal env1rcnment
for mlnerel_prnduu;ng countrles hosting forelgn companleee

_ The acknuwledgement that the EXlStng 1nternat10na1 economic nrder .
was ﬁOL an EQUluuble one, was in no small measure the result of the
concerted and successful exercise of marlEL power by the UPEG countrles
init 1ebed in the dufumnMcf 1J?3 and Lhe Wﬂnter of 1“?4 when a grnup nF
developlng cuuntrlee had succeeded in 1mpr0v1nn substan 1elly thelr terms
of trade°

The success cF O EC on the econumlc front 1nfluenced s»rcngly the

mineral producinm cauntrles and was genenally supported by the leaders

e L ot "~ fof - Third
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of Third World rations, ~This, thé Prime Minister of Jamaita Mo Manley,

in inroducing the Bauxite Productior Lsvy ‘Act of ﬁ974'stated56n'DPEC
policiess "This move was long overdue arid exadtly antitipated my ‘own <4 %°
thinking about -the™ terms of trade, commbdity prices afd fair returns’ for
natursl resources," o BRI S O

r .
e L o s

e

b) The Caribbean governments befq;ininq positions iﬁ'%gvoé”

As shown aboue, the Caribbean has tnaditionally provided the raw

material For U S, and Canadian aluminium smelters. Althouoh the Caribbean

share of world bauXite pruduction has Fallen from 55 per oent 1n 1947 to 28
o NPT b o SEmy
per cent in 19?5, the region still supplies ouer three quarters of

b : r
V2

United States imports of baux1te and alumina. Although the terms, on

which Caribbeen non—renewable reeourcee of bauxite have; in the past R

been meoe euailable to thefcompanies, ﬁéd‘éeeﬁ improvedhin tﬂé negotiations
during the 19665, the situation remained inequifeble continuing to fauour TNCs,

.7 | The 19705 heue uitneesed historio ohanges in this ituation. Fram

» i o ‘

' | Guyana s claim to controlling partnerehip in ALCAN'S Demba operetions
in 1970 and the subsequent nationalization oF these properties, to

Jameice s initiatiue in legislating a Six Fold 1ncrease in taxes in the

ks e

Form of the produotion leVies of 1974' from the active role played by

L

Caribbean oountries in the formation oF the International Bauxite Assooiation

N et

v ia

in 1974 to the ongoing moves aimed at expanding eluminium reduction capacity as
3 T I

public seouor ventures, utilizing *he eneroy resources oF neighbouring

Caribbean or other developing oountries-—the Caribbean hes oome a long

1

way From its traditional role as @ mere looation oF bauxite extrection to

Feed the reFineries, smelters and fabriceting plarts oF the transnationel
aluminlum oompaniesq The achievements of the Caribbean bauxite producer
A -

countries include long term SDClal end eoonomio gains, reaching beyond

the immediate
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the immediate, increase.in economic rents aceruing from the: improved temms
of sale of their major national resource, .’ Ultimately, .the most-significant:
result of the-application of naticnal commitment and technocratic skill,;:
as manifested in: the initistives of the major Ceribhean bauxite producers
vis-t-vigs the TNCs, consists in an important break with traditional
postures of political and psyohologioal dependence inhorzted from the

B .S

colonial era. ‘ _ . , o _

In the course of 19705, the prev1ous1y exlstlng 1mbalanoe in avallable
information between oompanles and host country governments has been partlally
redressetl. Muoh of the d351nformatlon prev1ously surroundlng all aspects of
costing end pricing po11c1es of the comoanies has been swept away. The .
aoqui51tlon of managerial , technlcal, production and marketing knowledge on the
part of producer oountry governments-partioulariy knowledge gained through
direct government responsab111ty For deo151ons relating to the operation of
'natlonal 1ndustries-—has largely removed the elanent of bluff from countryhoomp
relations. Finally, and most 1mportant Fear that a harder bargaining positlon
on the part of host country governmonts wxll invite direct interventmon or tha
“distabllizatlon“ of the government by economic blookade, flnanoial boyoott or

covert 1nternal polltical 1nterference, has reoeded 1n the changlng 1nternatlom

olimate.,\. -

The bargalnlng situation thus approximates more olosely the economic and
'politioal realitles of the ralatlve power oF tha partles involved. Nonetheless
the oompanles retalned ollgopolistlo advantages 1n the1r 1ntornat1onal oontrol
the marketlng of bauxlto, alumzna, and alum1n1um, in their nearhmonopoly an
teohnoloqy, 1nc1ud1ng that requ1red to dovolop alternate sources of alumlnium
from lowerhgrode baux1tos and From non—bauxlte materlals and in their -

access to large pools of consortla flnance.

/Each of
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Eech cf the Caribbean countries adopted somewhat ditferent strategies
:tc eneure that their intrineic minerel wealth be used in terms which yleld
maximal ehert end 1cng term gaine. The differences reflect variations
$in geclcgicel, technclcgicel and 1cgietic Factors, in ecciceccnomic
structures, in internaticnal affiliation and ideclcgical pceture.
Nevertheless, the strategles have been complementary, rether than
rivalistic and mutuelly exclusive and reinferced their cammon bargaining
powers, The debate, for example, as tc whether dameice S levy is more cr
lese advantagecus‘than Guyane e netlcne‘izatien is net perticularly ueeful
N in determlning whether either cf these gcvernmente hed et the time end in
: the glven pcliticel end ecenemic 01rcumetancee, eny Dption more valuable
then the one they chcee tc edcpt Furthenncre, experience end knewledge

2

geined by each of theee ceuntries heve beccme aveilable tc eech o
of the dthers, and indeed tc cther baUXIbE prcducing ccuntriee, whether |
| by explicit mutuel exchange cf infbrmaticn, cr by 1nfcrmed cbserveticn
'“of the results, ' S |

| WhllE ecme cbeervere escribed the recent geins cf the beuxite preducer
ccuntries to the Fcrmaticn bf the Internaticnel Bauxite Aeeocietion (IBA)
as a prcducen—cartel clcser exemlneticn reveals that the IBA is nct
in fact a cartel, It hae nct, tc dete. been successful in setting a
uniform price for beuxite and elumine end dces nct even espire to control
" their cutputo This crganizaticn 1erge1y cwes its existence to initiatives
crigineting in the Caribbeen end the cohesicnaof the major bauxite preducers,
which providee the key to the understanding cf their sSUCCEesses, Here their
common culturel heritage and common experience as cclcniee play an
impcrtant role. On the cther hand, the high dependence cf North American
ccmpenies on Caribbean beuxite sourcing, and the 1mpcrtance of the

ccmmcdity For economic develcpment and mllltary purpcees prcuided the

neceseery economic leverage,
. /The bauxite
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Thg baux@te industry has now become a crucial component of Caribbean
:;quntyies.strategigg to restructure and diversify their economies.h'For
| tﬁese reasons,. host country. policies, which reach beyond immediafe ré@énue
and Fargign exchange considerations,. are particularly signifiﬁant. 'This

is espgcially true: of Guyana and Jamaica, whoseé governments are cumﬁitted
to achieve a greater measure of- social justice through the trénsformation
ofﬁtbgir economies, and whose foreign exchange situation tend to be véry
difficult, ‘Althcugh Suriname has followed policies which are, in major
rqspgqts, similar .to those of Jamaica, her less' developed gcanomy and her
gontinuing_qlose ties with the Netherlands, as manifested in the availébility
of large vclumes of financial grants and soft loans and heavy out-migration
,rasuly;ng from Dutch social security policies, have insulated her from
foreign exchange pressures and problems, "

l-r_Burdened by the heritage of a high cost sugar industry and a éeries of
minor egricultural export crops, opsrating in chrdnically unstable markets,
by Very high rates of unemployment and social inequalities (particularly in
Jamaica), the Caribbeat couniries need to convert their bauxite into
,p;@mery_aluminiUm and  aluminium products.
Furthermore, both Suriname and Guyana have hydroelectric potential.

ALCOA's hydroelectric plant in Suriname produces energy at a "

very sconomic costs, In recent years, large quantities of natural gas have
. come on stream in Trinidad and Tobago, The convenience of combining
?bauxite withlhydrpelectricity has long been considered by Suriname and
' Guyara, The project of restructuring the Caribbean bauxite industry
from its traditional and dependent pattern of corporate integraticon to a
self-assertive one.of Caribbean Tegional integration wa's powerfully
argued by %West Indian ecornomists in the 1960s, At that time, their.

proposals appeared visionary and impractical, given ‘the all-powsrful

/dominance of
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dominance of the major Northamerican aluminium companies in the Western
Hemisphere. Yet a few years later, in mid 1574, scaled down variant
of this proposal has been adopted by a Joint meeting of the Prime
Ministers of Guyana, Jamaica and Trlnldao and Tobago: a propasal to build
two aluminium smelters, one in Trinldad, to be fuelled by natural gas,
and another one in Guyana based on hydroeleotrieity° Furthermore, it
waSs epeoifically st pulated that there would be no equity participation
by any transnatlonal corporation in such a joint wenture, Although the
fate oF the Trinided smelter proJect is preeently qu1te uncertdin, it
nevertheless has a great sign;flcance in tenns of future possibilities
of broeder Catiboean polltloal end economlo oooperetlon and integration.
c) Government policies and TNCs reantiocns _

Policies -currently beiog purgued by the governments of Cariooeen ‘
bauxite producing GGHntries:with?gespeotJtoﬁthe_baoﬁitewalumioiom ihouet;g
and the foreign.companies can usefully be reviewed under. the tol}ow;og :-.

five headings: s .

i) Inoreased;taxation.of{pompaniee;}noomes, with’or without mejority
government equityyparticipation,_but without operational control over
the industry; ii} increased degres of prooeseing_without erosion of
company control; iii) extensiocn of host govermment ownership and
effective control over bauxite reserves, minino opsrations, aleina refining
and aluminium smelting; iv) cooperation among bauxite producefs}

v} cooperation among developing oountries‘ih Jjoint uenturee on a 
governmgnt to government basis,

These policies are not mutually exclusive. Nor are they inoompatible
with the objectives and practices of ThCs, giuen the size and growth rate
of the international market for a;uminlum enoi;te products.‘

Tt

/i) Increased taxation
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T

i] Increased taxation
| Prlar to tha Jamaican inltiativas, which resulted in har bauxite

lavy cf 1974 tha companlas had rarely paid more than $2 per tnn of
bauxlte. The new Jamaican levy, whtch is tied to the realized price of
—primary aluminium, 1ncraasad government bauxite revenues five to six fold
to a lavel of abaut $12 per tan. Although the companies inltlally
resisted 1ncreasad taxation,,they had no great difficulty in adjusting
to the new arrangaments. ar in agreeing to maintain negotiated minimum
'arodaatian lavels.- In impoalng stiffer taxes on the companigs, it is
1mpurtant for the host gauprnment to know the production: costs of altermate
bauxite sources, 50 that the tax is set at a level at which it remains
profltabla for the companies to continue ta operate their aatabliahed
facilities in the host country. Dncartha coMpaniaaiaccept the new fiscal
rules, . they in effect become tax cnliaaturs fot tna host gavarnmant, and
govermment and TNCs alike have a common intarast in the smooth and
efficient operation of'companies'.minés and‘plants,

In addition to the levy——which was also instituted in Suriname, Haiti
~and the Dominican Repnblic-wtha Jamaican gavernhent acquired oWnarship
participation in the mining'aparationa of the aluminium campaniaa vperating
in that country, The arrangement is one of non—aantrollingtparticipatiun,
in the sense that the gutarnmant is assantially al“alaaptng;partnar“.
Management and marketing remain the e*élusiﬁe raapanaability of the TNCs
and the output of bauxite and alumina pradaatiun is availsble to the
companies to. feed their aluminium smelter in the United States. The point
here is that there are not essentiel modificatians in.the government-TNC
relationship:: non—contrnlling partlclpatlon, takan together with substantial
tax yields create a mutuality of 1ntarest betwaen tha company and tha
goverrment, which guaranteas secure bauxite supplies to the fomer and

assures increased revenuss to the later,

* /i1) Increased degres
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“ii]‘ Increased degree of processing . .

.., .Frion to the mid sixties, almast all Caribbean metal grede bauxite
was exported in raw form, Because the aluminium coptained in bauxite
increases. its value about three times when converted to alumina, .
Caribbean host countries offered strong incentives to the faoreign companiaé
to expand 1nca1 rerlnery capacity. A 1arge alumlna refinery and a small
aluminlum 5melter were constructed in Buriname in the mid: 51xt1es as a
result of. the, above analized, Brokopondo agreement with ALCOA, It was :
in Jamaica, however,.where there was a very large expansion of refining
capacity.. Over palfuof,damaicafs hauxite production is now exported as.
alumina, . The TNCs received.generous fiscal concessiogs, reduced their ..
transportaticn.gusts,‘and,in cases, escaped paying any. tax at all by
operating refineries at epparent, losses, ; | o -

i Nevertheless, both the TNCs and the. country gained hy the locatlun
of processing p}ants in Jamaica. New_gmplqymenteand,;ncqmp were,createpﬁ
particularly during the construction phase. Under tﬁa-terms“qf,tha new
bauxite production levy, the goverrment now receives revenue For-bauxiteJ
luca};y prpcg§sed, evan.whgrg'ipcqms taxes,?ayablg by‘the”refineries are
difficult to establish on account of the abserce of market prices either,
for bauxite or for q}umina. . Moreover, the discretion afforded to the
foreign companies in terms.of their choice concerning the types of ores .
they process locally and those. they transfer in. raw form, can adversely
affect the apparent profitability of the local rsfineries. _

In the longer- perspective.however, an important aspect of the lacation
of refining capacity in the host.country lies in the possibilities implicit
in arrangements such as those embodied.in. Jamaica's, recent agreement with
- ALCOA. Here the host gountry has, acquired a small {6 per cent) equity in

the over-all Jamaican operatiom of the company, which includes the

[eountry's right
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country's right to use or sell its resulting share of alumina production.

. Furthermore, Jamaica has the nption of expanding its share in the joint

- venture by puttinhg up the capital to cunstruct an additional refining

.capacity on the existing ‘site~—and is plannlng to do s0. The output of
this capacity'WiIl be at'fhe"dieeneal of the go&ernment of damaisa, for
-export sale or as an 1nput to primary aluminium smeltlng.

ﬂili) 'Exteneionzaf'haet”-overnment"ewner=h1yfand_effectlve control

- In-1970, Guyana requested contrnlling participation in ALCAN? s

. DEMBA operations, -After protracted negutlatlons, ALCAN rejected

Guyarna's proposals and challenged the rnvernment to "take all or

- mothing®.. In a historic break with past campany—cuuntry relatlons

in the bauxite industry, Guyana took up the challenge and in 1971, DEMDA,

the first mining cperation set up in.the Caribbea;wby ALDOA in 12186,

was nationalized and shortly therezfter tﬁe.eame occurred with Aeynold's

. .assets in this couhtry. Guyeﬁe‘e national-epmpang. GUYABAU added new

. capacity to its pléht,’triee to recover the plant rationalization losses,

expanded employment and farms the nucleue of a national sngineering

. construction company. 3 ' | '
Guyénag-hoWever, was Fortuﬁete in her endowment of exceptionally

‘high:grade ores suitable for the productioﬁ of calcined_refrectory

bauxite, The latter is a FEnished producf wifh widely dispersed“merkets, and

Guyand enjoys a near world monepnly. GUYABAU has thus been able to

survive the reduction in its pruductian and the squeeze with respect

to the rather unfeuoureble prices. at whlce it has been forced to sell

its metal grade bauxite and eiumiee. Although Guyana s production of .

. metal grade bauxite is not large, and modest ammunts have been sold to

socialist tountries, there is 1ittle doubt that ALBAN has 1ndicated its

displeasure with Guyana 'S Course of action, by exer5151ng its ecenomic power

1'2
over the market ¥or bauxite and alumina, “/

1/  See part 4, a) and b) below,

/Given this
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Glven this situatlon, and given Guyana 5 rlch endowment of

; 'hydruelectrie potentlal it is 10910&1 that thls country should

'a“leok fo a natlenally cuntrelled 1ntegfeted alumlnlum 1ndustry. as the

next step in the development oF her natural reseurtee. Indeed,

this has been a Guyenese goal For hany years; among the many grievances

agalnst ALCAN was the pers* tent refueal of that compeny ta study seriously

the fe381b111ty of a hydreelectrie end alumlnlum smeltlng complex in

Guyana, | ’ ) N o

In the other Carlbbean countrles, there has been,ne 1ntention to

: displaﬁe the Ferelgn cempantes Frum bauxite m¢n1ng, although 1t is

doubtful whether they will expand thelr capacity beyond present levels,
esp601ally in dame1ca. Althnugh it is ‘sometimes aeeumed that cumpany

' de0151ens to ehlft naw baux1te minlng uaparity to other than the Cerlbbean

countries, because of the threet of natlonalizetlon or the increased

levies, cempany dBClSanS te diverSLFy their bauxite eourcee end expand

in Australia, Africa and Brazil were taken long bafore 1974, ‘

Beth in Surlname ‘and inxdamaica, the governmente haue plans for l
large N mlnlng develepment under dlrect gevernment Dwnérshlp%and central
Jaccompanled by plans for the expansinn of reflnlng and smelting capac1ty°
In Surlname, these develepments are taklng shape in West Surlname, and
in Jamaiea they had been part of JOlnt uentures plenned with tha governments
of Mex1co, “Venezuela and Trinidad and Tobagoa S h

| Pregects for gevernment ewned and ccntrolled elumlnium smelters A
in the Carlbbean do net in effect conetitute a challenge te the
interrmational 1ndustry, because sales are likely te be confined largely

toe the markets of the Caribbean and Latln America. Although the majer

TNCsweppnse the‘entrylnf new firms ithﬁe international aluminium merket,

Jfwhich might
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which might undermine their traditional oligopolistic control, their fears
relate more to the markets of MNorth America, Europe and Japan, rather than -
the incipient onss of the developing countries.

iv) Cooperation among hauxite producer countries

cooii Cooperation among bauxite producer countries is an important
condition. for the success of host government policies:viSnévvis.TNEs.
For example, "in the case of increasing taxation it is recessary to ‘prevent
the foreion companies from shifting their short—term sourcing to less
"radical™ countries or threatening to do-so. An-examination of the taxes
and levies. imposed by the member countries of the Intermational Bauxite’
Asgociation:suggests that they result in:roughly similar 1énded costs
at U,S5, ports, 'Thus’démaica's bauxite levy is higher than that imposed in
Suriname, because production and ocean transport costs are lower in the
first country, - On the other hand, the export duty imposed by Guinea is-
approximately-half the Jamaican one corresponding to higher capital costs . .
and ocean freight: for the bauxite exported by the country.

Furthermore, the.International Bauxite Associlation.has been a valuable

instrument of contact and dinformation among bauxite producing countries.

v} Ceooperation with other countries in joint ventures - .

© As stated above, both .Guyana and Suriname have large hydroelectric
" power potential. Both countries have plans to develop integrated national °
aluminium industries., Given great investment cost, this is not feasible
without iarge.scale external loans on concessional terms -and participation
by foreign companies in the .construction of.alumina refineries and -
aluminium smelfers. Jamaita, howsver has presently no cheap energy.

source and imports 90% of its reguirements. Mexico is importing yearly

[about 150 000
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about 180. 000, tons. of aldminiim; and is. developing. extefisive oil ard

gas reserves. Venezuela is exploiting her oil reserves and plans
' to expand aluminium smelting for which she néeds bauxite or alumina.
‘Beveral joint ventures had been under consideration: ar alumina plant

in Jamaica of a capacity from 600 80 te 900 000 tons, jointly owned

by Jamaica, Mexico and Venezuela; an aluminium smelter in:Mexico jointly
owned with Jamaica and coristruction of a 'aluminium smelter in Trinidad,
based on hls natural’ gas, with alumi na to be supplied by Guyana and ot
Jamaica, - -

Thede projects dre small in comparison with the scale of operations

of TNCs'ih the world terms and &till emcounter many difficulties, A but for
the countrles of the raglon they 51gntFy a large potentlal capacity of

a Full use of - their “hatural rescuUrces,

1/ - The joint Jamaica~Mexico-Venezuela bauxits/alumina project had
been postponed indefinitely in 1978, owing to the withdrawal of
Mexico. A modified joint progect 1nunlu1ng ‘the construction
‘of an alumina plant in Jamaica with pinority Venezuelan.
participation, is now under ccn51derat10n (see, CEPAL, Ecnnomlc
. Sur‘vey of Lat‘.m Amer'ica, ‘1978)

/3. The cases.
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3. The tases of different policy epproachas in Jamaica and Guyane_

o\ )

AfFter evaluating the new bargaining eltuatlun and Carlbbean governments
policies in. 1970s in more generel terms, in this part ‘the partlcular cases of
Jamaice -and Guyana will be analysed with some more detedl.

a) /" The new fiscal policy of Jamaica

The Jamaican government had traditionally depended on flscal measures
to extract a return on the activities DF Aaluminium TNCs operatlng in the
country. In the colonial period such moves met llttle succaess, In the
1950%s the government received the lowest receipts from bauxite exports

v . than any other country in,theuCaribbean. This was true despite the fact
that the Jamaican ore had @ relatively -low cost,oflmining and the island
had a significant locational advantage over most of_the‘qther bauxite
exporting countries, resching this way & high levelroF competiveness over
other producers in the U, S, market (sea table 358). In addition, during the
initial phase of bauxite industry development the TNOs had increased
substantially fixed asset holdings, which provided an additional bargeining
factor for the government,

i} Renegotimtion in ths colonial period (1957}

In 1557 Jamaice renegotiaeted its agreements with the aluminium
companies operating within the country--Keiser, Reynolds and ALCAN, That
new agreements increased taxes on exported bauxite five-fold to an average
of about US$1,85.per,ton. ?hey_were perﬁicularly_interesting;'beceuse
one-half of the value of total royelty and income tex payments varied with
the price of aiuminiuh‘inget ieﬁfhe U. S “market. This clause refFlected
the recognization of particular charecteriefics of the induetry in the absence
of an arms-length price for bauxite, which makes the determination of TNCs
siibsidiaries profit levels strictly an intre-Firm sccounting affair. Profits

/Table 36
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e S “TJahle 36 -

- COMPETEITIVENESS OF JAMAICANBAIXITE IN THE U. S MARKET .-

 {Estimated cost in U, S, Dollars per ton of bauxite)

‘Jamsica Guyena Guinea Brazil ~ Australis

Mine operating costs ., %00 300  3.00 300 4.00

Mine gapitgllposts o 1?07._ 3. 20 3°2Q! l‘3a20 .. 320

. Inmland trensport .. 200 2,00 . 200 12.00_ . 2, 00

4Infrast;qc§8reAsha;ar N ?.SD ' 2, 50 2,50 - 2250 .

Ocean transport. . .~ . 300~ 560 . 600 10,00  ..13,50
Sub-totel =~ .. .8:07 16,30 16,30 20,70 , 25.20

Tons hauxite/ton alumlna 2.5 2.0 E'1.9 1.8 2.2

Cost baux1te per tnn . o . L - )
alumihra 22,68 32,80 31.73° 37,26 55, 44
" pdventage of Jamaica " B :
per ton of alumina 'y . o0 4. 00 9,82 8,05 14,58 2,78

Source: IBRD, Market Structure of BauxiteﬁAlumina{ uminums “and Prospects
. Developing Cuuntvles, Commocity Paper N° 24 (3/77]

e fih the
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in the host countries cen be essentielly determined by the parent company
by simply altering the terms of exchange within the firm,

Taxing -the revenues derived Frcm the eluminium uales seemed to bhe an
excellent manner of circumventing the prcblems resulting frcm the lack of
bauxite market.prices,. UnFcrtunately, the price cF aluminium fell rather
than rose after the 1957 agreement, It was not until the eerly 19701s that

" “the | prlce rose above ‘the 1925 level. - Due to. the unfavorable mgrket trends

the ceuntry did not gain in “this periad frcm the introducticn of the
"escalator clause". In addition, and equally as- befere 1957 the level ef
income taxes or ‘royalties had no relation either with the:nualityipf the..
ore mined or with the production costs, The colonial administraticn lacked
the information and political will to negntiate ar impose & more significant
redistribution of-the intustry gains in favour of the host country, This
occured only later, in 1974 fes will :be seen in polnts iii) and iv) belaw 7

i1) Incresse of alumina refining end Piscal incomes after 1962

- The TNCs capacity td conceal before the public suthorities the

real Financial reeults oF their operations also frustrated the possibilities
of _securing maJcr budget 1nr0me From further processing cf beux1te. After
the country gained independence, in 1962 several alumina refining plants
hhad been established. Eetween 1966 and 1972 alumina expnrts increased
elmbst three times [f‘rcm USE54- to 150 millicns, see aga:l.n table 35)

the increased tax payments from tauxite activities did nct materilize. In
1972, for example, 3,5 millions tons of bauxite were converted into slumina
and yielded only US$1 million in taxes, This value was only a fraction of
the almost £9 million in taxes the seme bauxite would have generated without
refining, The companies were able to record glmost no profit from the new
alumina plants by using, as in the cese of bauxite, transfer pricing, or, in
other words, allowing the local plants to minimize their local tax costs
thrcugn_ertiﬁicially low "prices" acgounted for alumine,

/As a result



- 57 =

T ooovn e ‘. : PR ‘ L
As a result of this experience the government that emerged from the

~ gl ections in M972, edtdblished a specisl’ Bauxite Commission to study

;”;thﬁfdughlﬁ‘the‘TNCs operations and financial practices in Jamaica in order .

tp prepare a new renegptxatlpn with the foreion companies in more equitable

terms.

iii) Bargaining cepecity in the 1970s

One of the factors giving significant bargalnlng leverage to the

government was the fact that four major TNCs operating in Jamaica (ALCOA,
g ALCAN He}nplds and Kéiéer], depenped heavily on her bauxite resources
(11%, 55%, 57% and 58% respectlvely, see table 37), Also Revere Copper and
Brass and Anaconda Copper companies were pperatlng in Jamaica by 1970.
Owing to special characteristlcs of bauxite DF different origin, the home count
. Processing Facllitles using Jamalcan inputs would have to be overhauled (which
is a time and cost cnnsumlng prucess). if di versifying to 0ther resource origin.

Secpndly, the low share of bauxite and alunina in the ?inal price of
aluminium made it 90551bla for the baluxite produc1ng countries to pbtain -
increased revenue with only a slight impact on the global TNCs average costs.
In 15608, the share of mining and drying of bauxite in the total aluminium'
cost had beep only 7% and that added by alumina reflnlng of 2% (ses
table 38), / - These flgures are relatlvely lpw and suggest that the cpst of
. pabxite and’ alumlna could be- 1ncreased with little impact on demand for the
Finel aluminium product, L §
‘\; A third aspect of the negotiatlng arocess which tended to favpr the
Jamaican government was tﬁe cost campetltlveness of Jamaican bauxite ‘ ,
pdeuctlon in the United .S5tates market, As can-ba seen again in the table 36
ebove, Guyana s bauxite is the closest in cost to Jameica, hut still 15 almast

US&1D per ton. more expensive, After the intraduction of the new increased

\w:i/“' The calculation uF N, Girvan, used in the table 38 corresponds roughly
to that of Pindyck, 1977 (see Selected biblingraphy belpw)

. '“.\

/Table 37

.z
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Table 37
BAUXITE PRODUCTION BY TNCs AND PRODUCING COUNTRIES ({41973}
ALCAN ALCOA - ALUSUTSEE Kedser  Reynolds

I a) Miilion tons C

. Jamaica - - RCHE | 1,35 e © 6,80 4,43
Suriname ‘- 4,85 - - E
Dominican Republic - 1. 48 - - -
Guyana g/ - - - RS 1. 33
Haiti - - , - - -0
Brazil .22 .25 - - -
Australia - - 2,83 2. 18 4,80 -
UlSnA. - ¢98 - - " ;‘13 25
France .50 - . 31 - , -
Rest .80 . .B6 - 92 .24 -+ ,08

TOTAL 28 23 . 340 4620 280
. b) Percentzge of TNCs production worldwids .
Jamaica 55,0 1.0 . - . 5880 57.0

‘Suriname - 37,0 - - -

- Dominican Republic - S 12, 0 © - e -
Guyana a/ - - - - " 170,
Haiti - C - - - 9 0
Brazil 2.0 . . 20 - T -
Australia - 23,0 . 640 40,0 -
U.S.A. - 8,0 - - 6. 0
France 4,0 - . 9.0 - -
Rest 32,0 7.0 27,0 .. 2.0 . %0

TOTAL kom0 am kil

‘c) Percentage of TNCs production by producing countries
Jamaica 19,6 86 - 447 28.2
Suriname - 100, 0 - - w.
Dominican Republic - 160. 0 . - I T -
Cuyeha af * - - . - 100. 0
Haiti - L Lo - O © 08,0

Brazil a7, 7 82,3 - -, -

' Australia - 29.0 22,3 48, 7 -
Ua.Se A - 44,1 Ve G - 56,9
France 6e. 2 - 372.7 - -
Rest - - - - -

Sources Morris ef. el, (1976), see selected bibliogrephy below,

a/ Excludes rationalized prodiction, " freste 38



-89 =

bwroo o a ... Yebls 38

]

" PRODUCTION: GOSTS OF PATHMARY ALUNMINIUM (1960s)
- {U.8:8 per ton):

.t

R R Percer*taqe of & _/
Stages of Produ th_.ﬂn,-- WS o ‘mtal cost Cu t in  each stage

PR N S PP NP ey 2 I

iining and Drz.mrq of bouxite ~ = 10,70 0 - 100,0
T tabor ST 4,88 .0 . . 14, 8

-t

Other dnplts’ 0 9,92 - 87 - - - . g&B.2

Alumma refining T .00 : 22.5 : 00,0
Y Bauxite 0T g0 7.0 25,5
Other inputs =~ = 7 11,63 7.3 - 25,5
Velue added = ~© % 0 21,67 - . 136 - : 4g,0
Smelting = Alumindn ingots ~ - 159,78 - 000 < v Y L4000
 Alumina % L 08,08 - 275 - i 27,5
“Rlectricity - - - Cr v 48730 - S8 . ;8.8
Other dnputs - G . agrs2 190 L 1S, 1
' Velue added o P58,53 435 . w435
Totel Cost T 458,78 100, O

S, ST e il T 2, PPNy Ny o g B SYTEY DI . C R L g e AR ey 3 oy

Sources: Normen Girven, The Caribbean Bauxite Industry {1967), see selected
bibliography. below, -

a/ .. Figures do not sum to parcentage cantrimtmn of aach stana dua
ta munding.

/ levy, the
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levy, the cost of alumina per ton in Jamaica rose from USH23 to about 33 which
was almost egual to the cost in Guyana.and much less than in Australia (£55
per ton, see again tabie 35), tﬁus remAVing only part of £he.ec0ncmic rents

| of the TNCs, B

" Fourth, and as mentioned previcusly, the Jamaica Beuxite Commission -was

- formed in.19?2 in order to improve the informaticn base of the government,
Thiélsbent ﬁéérly two years'examiHiﬁg operating and financiel conditions
w{éhin'the industry and differencés among the various TNCs, That period of
pre—negotiatlon preparation and exam*natlon of the conditions Faced by the
gDvernment graeatly improved its bargalnlng capacity., ‘

‘ A fifth 1mportant factor was the formation of the Internatlonal Baux1te
Assoclatlun (1BA), in 1974 by Jamaica, Surineme, Buinea, Guyana, Australla,
Slerra Leone and Yugoslav:l.aD Joined laher by the Dominican Republlc, Haiti,
Ghana and Indonesia, In 1975, the IBA countries accounted For ?3% of total
world bsuxite production, One of the purposes of this aq3001ﬂt10n vas to
prasent a united front of all bauxlte exporting countries to the TNCs.

To the extent that they were successful, the foreign firms? dlverSlflC&tlDﬂ
of bauxite sources would be neutralized. In the 1974~1375 perlod, such
neutralization appeared to have heen successful, particularly owing to the
fact that the government of an important alternative source country
'-Australla—uhad recently adopted a pro—Thlrd World attitude reflecting ‘its
concern about For91gn control of its own natural re30urces.l

Sixth, Jamaica faced, in 1970s, .@ more diversified world market for
bauxite and alumina, characterized by the above described entry of several
new U, 5 firms in the late 1960s and more rapidly increasing Japanese and
European demand, even with occasional purchases by the Soviet Union [see
table 39), In addition, the Jamesicen government was supposed to enter at

this time into an agreement with Mexico for an eluminium smelter to be

/Table 39
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Table 39
CONSUMPTION OF PRIMARY ALUMINTUM BY MAJOR AREAS

Ca) Thnusands af metric ‘tons

A 1960 ¢ - 1965 1970 19757 1876 1977
U.S.A, 7 7 4mat 28% 3488 3265 4490 4 756
Canada - N - 72 L 1§ 220 4 286 - 30 370
Japan 151 286 911 1171 1610 _ 1422

Europe 1278 1 518 2806 2804 3801 3530
World (excluding” © ™% > SRR Coen
socialist countries) a/ 3247 5 135 793  B8E0B 11086 11373

o nitY

t6) A grown betes

Worid {except

soc. countries)a/ U,SQA, Canada Japan Eyrope
ower 6.5 T 15, 2 18,6 232" = =10,3
Ch4eE2 T 12,0 L 6.5 7 10,4 RSL R I 5,2
1963 ;, . 1.5 PRI - 8,7 17,9 7.6
1964 10,8 70 3 1.4 20. 7 13,9
P65 T BB o 2,5 0 T 236 0 T T 9,1 o 2,6
1966 . .: 17. 0. : . 15,0 . . +12,1 . 3D.a4 14,4
1967 0.2 -4.9 -13,4 332 0.2
968 15,5 o 183 . 128 0 . 2%3 15, 2
969 9.9 3,0 12, 2 30,0 16 3
1870 2,6 0t dg9 T g2 12,9 - 8,3
1971 Ge 3 12,3 ., 15,9 . 68 . =43
1972 11.5 9.8 - g, 4 25,0 12,0
1973 B4 1 T B g 29 32,6 10,9
1974 "Q9 .. .. . %0 18,9 =15.2 © 5,7
975 23,7 7 T WL38,3 228,10 - =101 Y =12.3
1975 28,8 ., o, .3%5 . 49 355 24,9
1977 2,6 59 33 T I A 0.8
Annuel average growth . 0 Caian. S -
1960-1971 8.9 A 8.9 3.2 8, 1 6. 1
1960=1966 11,1 ‘ ' 1.8 7 12,3 6. 2 5,2
1966=1971 6, & 4,3 10,6 16, 2 7.4
.1960-1977 %7 BN T 1.1 6o 2

Sopurce: Problems and Prospects of the Prlmaqy Aluminlum Industrx, QECD, 1973
and Metal Yorid Statistics, various ‘issues.

R 15/ . Socialist countries = Bulgaria, People®s Rgpublic of China, Czechoslovak
Democratic Republic of Germeny, Hungary, Poland, Fomania and USSR
(excluding Yugoslavia). [1ocated in
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aeoor T
located in Mexico and en integrated slumina refinery planned for Jamaica,
. vhich would be a joint Jamaica/Venezugla/tlexico venture (JAVEMEX), holding

Uamalcan gDvernment a maJDrity share, Fer a number of reasons, that

[N

.: progect has lest mcmentum, but in the 1f7d—1975 perlod, the pDSSJblllty of
“such a venture empha51zed to the TNCs that Jamaica could develop a number
- GF glternative uses for its bauxite,

Finally, the conseguences of the 1973 oil crises resulted in a severe
balance of payments censtrainte, whlch had been only partielly ostet by
other exports, particularly of sugar, In this difficult situstion, the
development objectives of the government made incressed tax revenue
essential, '

iv) Renegotiation and new fiscal lexislation in 1974

Owing to all these factors, thz early phases af the 1974 renegotiation
centersd on an increzse in the tax applied to aluminium TNCs, Tha damaiean
gedernment proposed a novel method of taxation—e production levy impused
on all bauxite produced (including that refined locally in alumina) and
fixed es a percentage of the price of primary aeluminium ingots in the U.S.
ma:kem. The government®s original prupeaal, in January 1974, was to fix
the levy at B.5% for aluminium prices up to 35 cents per pound and then, to
reise the percentage shara for prices higher than that level. Thus the new
method of taxation had to remove the‘difficulties Faced‘in the previous
sgresments from 1960s {see points i) and ii) abovs).

The . TNCs eccepted the principal of.the levy but countered with an offer
of 3,5% share. The negotiations broke down in May and the goverrment lsgislater
the new fiscel terms, setting the production levy at 72, 5% for the financial
year 1974~ 1975,

.To a large extent the orlglnal oppe51tiun of TNCs to accept the higher

taxes required by the government {and tranefer the higher cost to the"

/aluminium consumers,
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eluminium cansumers, es explained above) had been caused by the fact, that
TNCs- were faced with the sudden rise in.the cost of energy, en important
input-for the industry, which introduced a considerable degree of uncertainity,
A related agpect was the TNCs natural fear of the demanstrq?ion_gffecfs.of
Jamaican action on ather bauxite producing countries, which on final account
.proved to be.fully justified, l{ . The combination of these factors led the
gluminium TNGs to follow & relatively inflexible bargaining pasiﬁ%on. They
filed claimg sgainst.the new Jamaican tax legislation gtlthenlntgrnational Centr
far Setting Investment Disputes [ICSID;atTthg WprlgLBaQK) for arbitration,
Faced with the inflexible attitude of the aluminium TNCs, the_damgicén
government; felt that it was necessary to obtain.grgater control of the bau#ita
- resources of the. country through participation in their ownership. This type
of policy approach will be anelyzed.in contiruation,, .

b} .. The ownership participation pelicy of .Jemaica

... The government initiated the negotiations for participation in the
ownership of-the bauxite mines end.lands with Keiser, Revere Endﬂeypp;ds and
separate agreements were.signed, but on similer terms. The beuxite land was
.- bought by the government. at.baok value compensation and, in turn, Fhe gayg;nment
guaranteed a 40 year supply of bauxite from this lend, In addition, it agreed
- to lease to the.TNCs some.part of: the recquepedAlanﬁ.at a yearly rent
corrgspond@ng.tn_?%.qf_tha-pu?chase prige,‘:gyrthe:morg,lthg gqyeﬁpmgnt goyght
‘,!§J% of the mining cperations assets aqq,retained aptiqnﬁtq_purchase glso a.
share of the assets in alumina rgfining on‘the samgnterms, that is at%pﬂaﬁz
. uqlqg, Dparationgl,contr@l, hgwgver,“remaineq in the hands of the.TNCsmthgough

management contracts of ten year cduration.

h/ An important aSpect of reglonal cooperation was, that aftar damaica
introduced the new tax policy, it offered technical cnnperation “to Bther
- Caribbean countries to help them implement the same type of policies,: In
& number of cases this offer was accepted and helped the qulck fallow-up
respunse of other Caribbesn producers.
/These conditions
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- These _conditions were more favorable to the governmgnt, than those
negotiated }gtg; with ALCOA andMALCAN,: Aqﬁadditipnal important part of tha
Z\packaggﬂdgal was that Kaiser and Heynolds_Qrcppeq.their,_above mentioned,

cla;msfagainst_thénnew tax qoliqx at ;CSIQ, which put pressure on Dther
protesting TNCs obliging them finelly to drop elso their own suits,

The stronger nggotiatiné pqwer,gf the government stemmed, in this case, from
thg fact that Keiser and Reynolds were relatively more dependent on Jameica®s
-bauxite (58% and}S?% of their respective world production of bauxite, see
aga;n:table 3?] and therefore found themselves under pressure to conceed to
government demands, o . )

_ .- Later negotiations with ALCOA end ALCAN (whlrh depended by 11% and 55%
;;ngeqt;uely:pp‘dgmalca{S haux;pe) came at a dlff;qult,petlod in the Jamaican
economic situation when negotiations with the International Monetary fFund

were being conducted and the government was uﬁwilling to provoke further
conflict with the TNGs. Both ALCOA and ALCAN rejected to sell the majority
.of their assets to the Jamaican government. As & result the government
vaUlred only 6% of the assets of ALCOA and 7% of, those of ALCAN, 1nclud1ng
wa%; ectivities in mining and refining, and all_thelr unused mlneral‘properties.
A The joint venturs, ALJAM, formed as a consequence of the agreement,.
will assume the Dperatzun of all of ALCAN's existing activities in the country,
The new enterprise hgs 8 40-year mlnlng lease.,wihg government w1}l_rece1we
7 per cent of the annual alumina prgdgctiqn of,ALJAM. The,rgyalty on. mined
bauxite is set at U.8 0,31 per ton while the production levy has been fixed
until 1983, At the same time theﬁalgmiqium compgn;gs have agreed in principal
to prepay the production levy one-year in advance, Also, they have agreed
to maintain the preveiling level of foreign exchange annually brﬂgght inta
- the country to finance working capital requirements. despite the fact that tpe
unif:catlon and devaluation oF the exchange rate wnuld have reduced these

A

/needs by -
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';needs by around 240 million. The diftefence wﬁll be investao ih the expansion

“‘oF productlon capacity. These accords will alsa have a Favorab&e impact on

_ the balance oF paymants ano budgetaryisituatlons. dJudging by the varied
agreaments achlevad raoantly, it may bhe concluded that the frictlon orlginally

, causad by the 1ntroduotlon of tha productlon levy tax has bean 1argely

JAN

&mrmountad. =

o)‘ The natlonalizatlon golloy of Guyana

‘ 1] Tha s:tuatlon befora nationallzatlon in 1971
- In the oolonlal parlod negotlations batwean Guysna and the TNCs
essentlally Favorad tha For91on flrms.' For example, in 1950”5, durlng the
perlod oF con51derable o0mpet1tlon among the TNCs, ALCAN dacidad to construct
da small alumlna refining plant 1n tha country,_ For this compromise ALCAN
through tha sub51oiary Damarara Bauxlta COmpan} (DEMBA], recalvad an outright

tax hollday 1ast1ng Flva years and further concessions to keép 1t From paying

any taxas at all unt11 1971 An exampla of polltlcal prassura prasentad the

i -

Ty

situatlon 1n 1952, when a new constltution wias adopted and tha govarnmant
triad to altar the relationship betwaan ALCAN and tha country.’ Faced w1th the
thraat of oonflict tha Brltlsh Crown abrooated tha new COHStltutan and R
1nstalled a cara-takar government more favorabla to “TNCs, ‘ -

_ By 1966, the political condltlons had changed, The country-had:
.:OBtalan 1ndapandance and, although a clear consansua‘ooncarnlng tha )

diractlon of aconomic pollcy had not been raSolved, an issue on whloh mast

interest groupa agread.was tha need to 1ncraasa tha natlon's benaflts derived

i %‘J/ The export tax appllad to alumlna 1ngot reached in 1978 par ton of bauxite
' U S.$17 in comparison with 12 in 1974, The funds collectad, a vital
saurce of government revenues, have amounted in 1976 U, 5. 6193 millicn

in comparison with 185 miilion in 1974, gven if the productlon '

declined by 26% in the sama parlod [see GEPAL, Economlo &urvey of

Latin Amerlca, 1978}, o

/from the
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from the rich bﬁuXItB resources.. In thlS new period of political 1ndependence,
the relatlonshlp between the Guyanese government and the TNCs, princlpally ALCA}
was determlned as much by political factors as by economic constrelets. l/

ALCAN recognized first the new po¢1t1cal “cllmate" and development needs of
the country and realized that con51derable pressure would be put on expansion
of its local 1nvestment. After 8 series of discussions concerning ths
canditions under which such expansion could teke pleca, the government announcet
that ALCAN had agreed to build a local eiuminium éﬁélﬁaf deieg eiectricity
generated from a new hydnnelectr1c plant. shauld such a venture be judged
BQDHOmlC&l%y feasible. In August, 1q68, a Un1ted Nat*ans sponsored report
~was released stating thet the project was both‘econemlcally and technically
Feasible. ALCAN clalmed however, that it had nat been shown that alumlnlum
could be produced at Campetltlve w0r1d DTLCBS and rejected the construction
of the smelter, This declsien st;red up strong feelings against the TNCs -
throughout the country. _ |

The issue of the role aF ALCAN's DEMBA in Guyana became one ef the most
impertenu factors af the new nation stete polltlcal CONSEnsus, There were two
principal political parties in the. country etlthat time end the country was

divided between many social groupings with great differences of income and

3

l/ There is a large literature on the negotiations between the two parties,

Among those consulted for this study are: N. Girvan, "Meking the Rules
of the Game: Company-Country Agreements in the Bauxite Industry”, Social

- and Ecanomic Studies, September, 1968; N. Girvan, "Corporate Imperialism
in the Caribbean Bauxite Industry®, in Girvan (ed) Corporate Imperialisms

- Conflict and Expropriation, 1975; C.H, Grant, “Politicel Ssguel to ALCAN
Nationalization",Social and Economic Studies; Litvak and Mauvle,
"Nationalization in the Bauxite Industry", International Affairs, January,
1975; Litvak and Meule "Forced Divestment in the Caribbean”, International
Journal, Summer, 1977; and M. Vorris, et.al,, "The Politics of
Nationalization, Guyana vrs ALCAN" in Sauvant and Lavipour (eds.],
Controlling Multinational Enterprises, 1976. '

/social status,
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'~ gsocial-status, ,But the question.on whith all agreed was that-the matiomal-
.control over DEMBA was.necessary, - The universelity :of.this percsption:
throughout the country determined the range of bargaining options for the
‘government jand became an .important factor of its negotiating capacity and
a tool of . pressure in the negotiations with TNCs, as well,

ii) The negotiation process

- Formal discussions between Buyana and ALCAN began in December 1970
end continued through February,- 1971, Early moves by the Guyanese government
and the response by ALCAN Tormerly limited the flexibility of both parties,
indicating clearly the gap in basic positions. The Prime Winister delivered
& public address to: the nation just before formal. talks began, in which -
he outlined the four main objectives of the government, These included
. .government?s majority participation and operetional control of DEMBA,

compensation. of the transfered assets of the_garpnrationﬁbased aon official}y
decléared book-velue, payments for the purchase of ecuity from future after-tax
ﬂrofita:anﬂ;agreementgthat-‘the results of fenegotiation would take effect

as of January 1, i971.: Furthermore, in a letter sent to the company the same
day the government gtatad~that the mgin changes in government-TNC relationshipe
declared publicly, were non=neggotiabls,:

~In the-formal negotiations, the government's non-negotiable proposals

necessarily governed its position to ALCAN's counter proposals, ALCAN made
a number of proposals for the expansion.of the.celcined bauxite activities
bearing in mind Guyana's almost world monopoly control in this cdmmudity.

. Neverthelessy the TNC had called for.the government to finance this expansion
through a new: joint. venture company, with government and TNC participation.
Negotiations centered around the organization of such a compeny and its control.
In this ALCAN insisted .on maintaing 51% participation in the ownership of the
company. ., The last proposal of ALCAN, befare the break—dcwn of negotiations,
did conceed §1% participation to Guyana, kut still retained operational

- Jcontrol in
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contyol in-the‘hands: of- ALCAN, On February 23, the Prime Minister terminated
negotiation with ALCAN- and ‘announced the government?s decision to nationalize
DENMBA,

Froim the overview, outlined above, it 1s clear that thd nationalization
oi DEMBA imposed by the government,‘corresponded to the political conditicns
of the country and was not negotiable, On the other hand, this was not the
case of the terms of nationalization and, particularly, the amount and
. conditions of compensation and future linkeges between the two parties,
Since Buyana needed both the TNCs support for the merketing of bauxite..and
cprivate and public financial rescurces from industrialized countries for..
her development needs, the Guyanese government had to agree on a compensation
formula acceptable to ALCAN,

Before the nationalization, the government had insisted that compensation
be based on the .official bodk value of the corporation (used faor tax purposes)
and be paid from future after—tak profits, ALCAN would have had accepted
such stipulations under the conditions of a joint venture, but not as a

compensation formila for rmationalized assets. Cut.of concern for the impact

+7 7 such development would have on other holdings of the TNC elsevhers .in

developing countries, ALCAN began insisting on much gredter compensation, "A
rigorous schedule of compensation payments and & -denial of co~-operation for the
operation’ and marketing activities of the nationalized industry caused it,

and the country in general, significant difficulties, ~Thus they became the
major counter-strategy of the foreign company. '

Following this strategy ALCAN tried also to get support from the Western
Hemisphere home countries of TNCs., The United States government in fact
expressed its disapproval of the Guyanese government compensation program by
abstaining in a vote on a 45 4 million Yorld Bank loan for the country,

It was concerned not only with the future fate of U,S. company, Reynolds

. . /in &Jyan:a:' e
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in Guyana, but also wented to gzve support to a "reasonable compensetion
formula™ for nationalizaclon, bearing in mind the demonstratlon effect of the
. GUyanese ceee For other developlng countrles.

7 In the Flnal agreement between the government and ALEAN, signed in July,
1971, DEMBA'S gross value oF aoSEtS For the purpose of compensation was
Iestlmated et USQBD mllllon. That formula vas & "medium” oomprOmlse between
”Usﬁdﬁ mllllon oFf1c1al book value, baoked as a ba51s For oompensatlon by the
government, and US@ 114 millian requ1red by ALCAN as "commer01al value® of the
natlonallzed assets..l/ Payment For the oomoensat1on Was to be made out of
government revenue Funds, rather than out of future proflts oF the company
(as requ1red orlglnally by the gouernment) .

An 1moortant conolu51on emerglng from the ana1y51s of the confllct between

‘ Guyana and ALCAN is that shorit-term econamic Feotors are in certaln polltioal
;CDndltlﬂnS 1eee 1mportaﬂt determlnants of the prooese oF negotlatlon.: In order
to understand the capacity to negot1ate of both the government and the TNCs9
it 1s'necessary to eveluate all the Factors oF thelr aotlons-mboth economlc
and polltloal It ‘must be reoognlzed that non-eoonomlo factors may drestlcally
limit the Freedom to neootiate of hoth partles. Therefore pollc1es d951gned
to inorease the hargalnlng oapa01ty ot the government must be Formulated
wmthin the broadest poselb&e examlnatlon of the condltione oF the country and
the TNCs retallatlon oapac1ty in counter—strategles, 1nolud1no p0551ble

suppart by inuustrialized home-countries and their private and public

institutions, Some of these issues will be reviewed ‘in the next section.

1"'

2/ For greater deteil on oompeneatlon problems, see, N, Girvan, Expropriating
the multinational oorporat1on eriteria Tor compensation; Conference on
. multinational corpayrations-in Africa, U. N, African Institute for Economic
.. Development and Planning, Dakar, September, 1974,
o [ N . . . - [

“a) Shart—term
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4, Short-term ecoriomic ‘impact of ‘the new agreements and .
© .. ... . - policies in Guyana and Jamaicg

F;Déffcrent policy apprﬂacheg fo“tcé negcéiécfcns with the TNCs;acd fhcir
' f;sclts hece been-deccribed above, The examlnaticn of the economic 1mpact
’cf recent governmental pc1101es and anreements w1th TNCs 1s dszicult and
_"necessarlly tentatlue. Flrct, 1F a new pcllcy or aoreement were to lead to
rcn 1mmed1aue reductlcn in eccncmlc beneflts fcr the country, such reductlon
may well be accepted by the ccvernment as a shurt—term cast of cbtalning
more permanent pclitlcal and eccncmlc gcals, reflected in the nation’s -
scvereignty over her maln eccnOmic rescurces.' FUndcmenLal alteratlcns 1n
the 1ndustrlal structure and the distribution of the means cf prcductlcn
:neceSSErlly requlre a tran51ulcn perlcd At thlS pclnt cf tlmE the long
“run 1mpact DF the new arrancements with TNCs cannct be evaluated and Unly ‘the
magnltude cf shcrt~t1me eFFects cen be 1ndlcated ' '

Seccndly, the pericd after 1970 was characterlzed by the beglnnlng ‘
-'cf the energy crisis and wcrld economic recession wcth retraction in levels
of 1nternat10nal trade, All these factors had an 1mpact on BCDHOmlD
.actlvlty in the Carlbbean region and must be kept in mlnd thrcughcut

this sectlcn, where cnly the level cf cutput and structural changes in

exports in the pcst—neogtlatlon perlod wzll be eualuated.

e) Changes of bauxite output.

_In both Guyana and Jamalca, the 1evel af baux1te output fell in the
post-negotiation period, Bauxite production in Guyana fell by 1 7% yearly
between 1970 and 1977, In the seme period Jamaica suffered a reduction

“by yearly O, 77, falllnc the output particularly in 1975 and 1976 (by
24, 5%- and 10. 9%), but reccvering the grawth rate in 1977 (see table ap).
The bauxite prcduct1cn of all IBA countries increased in the 1570-1977

period at an ennual growth rate of 6 7 As @ result the long-term

/Teble 40
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Table a |

- GUYANA AND -JAMAICA: -BAUXITE PRODUGTION (1960-— 1977}

5} Productioh’ in thousend metric ‘tons. and percentage

of IBA total production af .

ERCE TS

L “'

LI

- Buyana ‘ ‘Jamaica
e Tong % - Tons; %
1960 2.518,8 15. 8 5.837,0 36, 7
1955 2.918,7 12,8 8,651,0 32.9
1970 4,417,2" 11,0 12,009,7 30.0
1971 . 4, 233,6 - 9%a 12, 543,4 27,8
1972 3, 668,4 7.7 12, 986,8 27,2
1973 - 3,621,4 7.0 13, 489,5 26,2
1974 3,048,4 5 1 15, 328, 4 25, 7
1975 3. 559,0 6.5 . 11.570,0 21,2
1976 ¢ 3. 134,0 5.6 - 10. 311,0 _ 17. 8
1577 3, 915,0 6.2 19.433,0 . . 18,2
bjﬂCombound‘annual growth rates 7
Gﬁyana_ - Jamaicé i IBA
1961 ~ 1965 3.9 - 5,0. 58
1866 - 1970 8.7 ¢t 5.6, 9,2
1970 - 1577 ». = 77._ ' f—b;'? 6.7

5\80urcé.'iéﬂﬁ:

¢/

Economic Surveys, various issues,

B
“

"iariet Structure cf Baux1te/A;umlna/Alumlnlum. Prospacts for
‘Developing Countries” Commodity, Paper N°24, (3/77] ard CEPAL

International ‘Bauxite Association (IBA) countries include: Australia,
Dominican Republic; Ghans, Cu1hea, Guyana, Haiti, Indon351a, Jamaica,;

Sierra leone, Suriname and Yugoslavia,

_ /tren

d of
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trend of diminishing share of the two Caribbeah countries of the total

IBA output had been accelerated- in the case of. Guyana from 16% in 1960

to 11% in 1970 and further to &% in 1977. In the case of Jamaica the

respective shares-were 37% in 1960, 3cr§é in 1970, 26% in 1973 [:befare the
new tax policy) and 18% in 1576 (see again taﬁié 40)'

‘ The data seem tn suggest that the aluminlum transnatlonals ccntlnued

- and even reinforced:the strategy pursued since early 1%60s, of

diversification of their snurces of bauxite in order to reduce their

- wulnerability to the political risk in the Caribbean countries. Although

‘ffhe reduction in bauxite producﬁiﬁn in both Caribbéan countries in tha.
post—negutiatiun'beriud is hardif‘camparable, particularly for different:
~ time span examihed here {1971~1977 for Guyana and only 1975-1977 for
V,Jamaica), it can Ee}suppcsed, théf the TNCs reaction and cnunter—stnategies
. had been strpnge? ih the Guyanese case, where the resource ownership
lmoncpolium 0% TNCNhad been questionneé,“witﬁ all demﬁnstratidn'effedt

1 .
implications. “/ Furthermore, and as mentioned above, the internal

., _economic and social problems of the first country should be kept in.mind, -

including the organization and management of a new and large public sector,
= 2/ _

'wdge and otﬁér sociél brﬁbiéms of its employees, etc, =° An other factor;

had been the conflict with Reynolds, following that with ALCAN, leading the

s

i/_;_ A regression analysis of both countries shares in IBA total production
during the 1960-1976 period demonstrated that, in comparison with the
hlstorical 1560s trend projected to 1570s, Guyana may have lostw—over
the 1971=1876 post=negotiation period——some 10 million ton
production (that is more than double of the 1570 high level), mearwhile
the reduction of Jamaican production, in 1975—1376 almost corresponded
to the historical trend of 19605,

g/ For example, the 1577 Minimum Wage Agreement hetween the goverrment and
public sector employees (mining, sugar and rice industries) contained
provisions for a 3 years increase in the minimum wage amounting to 280% of
the prevailing rate being thils settlement dependent on a corresponding
increase in productivity. As the increase in productivity in 1977=-1970 wa:
negligible the wage hikes created substantial inflationary pressures.

/First case
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first case to peralization of production. . A certain eppreciation of the

leuerage DF external pressures can ‘be obtalned by analy21ng structural changes
i . . R

in export orlentatlon oF both cauntrlesq

[

b} 'Chanqes in bauxite and alumlna exoorts"' Commo®

Tables 41‘and a2 characterlze the shift in trade direction of bauxite
1and elumlna Dccured between 1969 and 1976 1h Guyana and Jamalcaa In order
tc avoid lefiCultles of adJustlng for 1nflat10n, only vnlume is examinQE.

In both countries the fall in exports was accompanied by diver51ficat10n QF
export markets. _

in_GUyana, exports of metalic dried'bauxite decreased, in the period.
under examlnatlon and at an annual average rate, by 8, 5% and those of celclned
bauxite and slumina by 2, 3% {see table 41) At the same time, the share DF
Europeap consumers increased from 23%h t0'43% (with average annual growth L
rate of &%) in the case of calcined beuxite and to 13% for meta}ic;eéuxiﬁe
(in 1969 the European market- did not exist for this commodity). The share
of United States market stayed et the same-level in the case of calcined .
bauxite (35%) end increased strongly in metalic bauxite (from 18% to.54%).
Japanese imports of calcined bauxite rose by 5. 5% yearly doubling the;r
participation in the total ekpert volume, from 3 to 6% The negative shift
in expurt Drlentatlon correeponded to Ganedlen and Lauln American markets-

With respect to Canada, 1mports of thEllC bauxlte had been Falllng yearly by
17 decreasing its share in overdll Guyehese exports almast by a half, Fram
B2% to 32%h Canadian imports of caltined: bauxite ceased completely.- The
decrease in the share of Latin American markets requires more detailed analysis
for it is related to transit-exports (particularly Trinidad and Tobago)} and

the cycle of contractual arrengements (Venezuela).

[/Table 41
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"“'Tabla'\ﬁ"l T

S

s

Pémentag-é of total
commodity exports ‘-

Annual average

~

Growth rate: 1969 ~ 1976

. 1968 976 .

Alumina 100, O 100, 0 -2, 3

‘ U- S- Aw 3. '[“ & [=1
Canada as, 8 o’ a
Europe 6% 1 94,5 32
Venezuela - 5.5 a

Calcined bauxite 100, D 100, O =2. 3
U6 A" 35, 2 34,9 -2, 2
Canada 5.2 - a
Europe 22,9 432 6.0
Latin America’ - 32,8 - 10,9 -17,0
dapal"l 3- 2 5- 7 \ . 5' 5

Metelic dried bauxite .100. 0 100, 0 -8, 5
U S A 17,8 54, 3 6.2
Canada 62, G 3.2 -17.5
Trinidad ° 12,2 - S8
Venezuegla .- 3.0 0.4 -33,0

Eurtpe

ppu——

Notes: - indicates amount too small to measure,
a Exports either increased from or fell to zero,

Source: Economic . Surveys of CEPAL, various issues..

/Table 42
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: _Table 42 . )
" JAMAICA: ‘EXPORT "VOLUNME OF BAUXITE AND ALUMINA BY DESTINATION
: o .o . AND COVMODITY .

Percentage of total

. Average'annual
cpmmadlty exports :

1969 1975 Grawth rate: 1969 - 1975
CBauxite . ., | . 10,0 1000 ~5.9
USA . . 100,0 100, 0 ~5.9
Alumina . .. 160, 0 100. 0 10. 3
Un_ SQA- . . 13. 9 }29}1 9 . . ) . 23. D
Canada . _ , - 44,5 _ L4 —28,@
Europe = . . 3?,3 e 52.5 15, 8
Venezuela . : o - . 0.6 a
- Socialist countries . - =~ . . 8.5 . a
Notes: See Takle 41,
Source: Same as 'in table 41, B 2
Sk
ERTES | -

/[Finally, the
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where the Canadian and United States markets disappeared:in 1976 {accounting

Finglly, the most drematic shift octured in externsl sales of alumina,

jointly for 29% in 1969) and the share of Europe increased from 6%h to 94%,
 Furthermore, a new market for this commodity appeared in Venezuela (5% share
in 1976) replacing the previous imports of metalic dried bauxite by that country.

In damaica,_there had been no chahée in export orientation of bauxite,
UeSa markef mainfaining~itsnmnOpsunisticpositinn,- On the ether hand, alumina
exports [which accounted, in 1978, for 54% of total export value in comparison
with 23% for bauxite and 17% for sugar) shifted strongly to European and -
United States markets, from 3% to 52% and from 4% to 30% of total Jamaican
glumina exporfs, respectively, replacing to a high degree the almost disappearin,
Canadian harket, which decresised its participation from 44% to only &% A new
market for alumina had been gained in 1975 in socialist countries (U.S.S.R.), th
stability of which requires & more detailed analysis., In any case, the potentia
consumption capacity of this market, end of the Japenese one, offers further
«-possibilities of export diversificatien in the two areas (see table 43);..
As to developing countries, & seven year contract worth of U.S5.£200 miilion
for exports of 1 million tons of alumina to Venezuela had been signed‘aﬁd'a
first shipment of 25,000 tons effectecd in 1978. Another long term alumina
contract is underway with Aigeria,

“As in the previous analysis of changes in bauxite production in the
post~negotiation period, in Guyana and Jamaica, the evaluation of export
levels and structure is faced by severe limitations. They consist in
relatively short end different post-negotiation periods under examination for
each of both countriss, conjunctural changes in the world demand in a

recession cycle, difficulties in evaluating the leverege of domestic production

4/ It should be kept in mind that aiumina represented in 1977 only 14% of
total Guyanese exports, meanvhile the share of dried and calcined bauxite
had been of 3% end thet of sugar and rice of 28% and 10% respectively,

/Table 43
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Table 43 -

PROJECTED GROWTH ON ALUNMINIUM CONSUMPTION 8Y MAIN DEVELOPED AREAS

1970 ~ 1980 1980 - 1985

NorthAmerica 0 - TRs SRR
Esrope | . 3 N -
i womte o ogg n oo
‘Total developed courtries =~ v tgo T &3

Socidlist countries R ';:Mq?"fs.é ‘ Gre 5.8
©Totel werdda/ 0 7 7 T s T 6. 1

[

cr=y P

Source: IBAD, "Market Structure of Bauxite/Alumina/Aluminium: Prospects
' for Developing Countries®, Commocity Paper N° 24 (3/77).

&/ Excluding developing countries,

., [end marketing
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and marketing setbacks, etec, Keeping in mind these "caveat”™, some
preliminary hypothesis can be ventured:
First, “the ‘decrease in beuxite and slumind exports in both countries
vas obviocusly related to the negative reaction and counter-stretegies of TNCs
-in the negotiation and post negotiation .period.. This seems to be particularly
true in the case of Canadian ALCAN, which shifted its input sourcing from the
uncertain Caribbeah markets to resources in countries of less political risk,
Secand, the same conclusion does not seem to apply to thé:U.S. eluminium
companies, which increased their imports of Guyanese metalic bauxite,
maintained the sourcing of calcined bauxite of the same origin and their
monopsonistic position in Jamaicen bauxite market ard, finally; expandsd
considefably their imports of altimina from Jamaica, These differences *
in TNGs reactions and strategies'could have reflected, on the one hand, the
~ahove analyzed harshness of the conflict with ALCAN in Guyana and, on the
other hand, competitive attitudes emong the aluminium.TNCs, trying some
of them tn.fiii:the vacuum in develcping‘COuntries markets deserted by
companies in canflict,
Third, and most important, Guyana and Jamaica began to react to the
TNCs tréditional, and in time of conflict reinforced, stratecy of resource
diversification, with their own national efforts in market diversification,
This has been corroborated by the sharp incresse of the role of European
and .Japanese markets in the export reorientation of both Caribbesn countries
and relates obviously with potential capacities of more independent
Latin American, other developing regions and socialist countries markets,
Finally,marketing strategies of bauxite exporting developing countries,
aimed at decreasing the oligopolistic domination and resulting dependence
on one ar few TNCs and exploiting the inter-company competition, represent
without any doubt one of the most importent factors of their negotiating
capacity vis?é—uis transnational corporations, For this reason they require a

more detailed sthy in future research activities,
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