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TNTRODUCTION
l. Properties and uses of tin
l: Tin ié‘a'silver—white metal. There exist 17 stamniferous minerals,ubut

only two of them, cassiterite (SnOz) and stannite (Cu?FESnS&) are of commercial

1 importance. The properties of cassiterite — rigidity and inertness — are -

J responsible for the formation of alluvial tin deposits referred to as placerse
The placers are usually not located far from the primary depositse In contrast
to this, stannite forms only primary deposits, and it is found in association
with a cassiterite-sulphide~type formation.

Le The chief properties of tin are: (a) Fusibility and-the capacity to
form highwgrade alloys, in particular anti-frictionalloys. as bronzes (copper=-
tin alloys), Babbitt metals, solders; (b) chemical resistance: resists
corrosion welly (¢) Plasticity and malleability increase with temperature.
Tin can easily be rolled into shects having a thickness of 04205 mm 3 (d) Tin
salt combinations arc not harmful to mane. These different properties explain
the use of tin in industry.

Table 1o Tin uses and consumption in industry

Uses . .. , Consumption in %

Tinning

- -tinplate and tinware . 54340

~ * copper wire .

- steel wire ) 740

- others L
Solder 740
Alloys

~ .white metal ) o

~. . bronze . ) . 32,0

- others ) o T e
Copper—plated tin o I ”:1;0‘

-~ tinfoil and plate y o ‘

~ metal bellows ) ' 1.0

~ ‘tubing, wires and caps )

Chemical industry and other uses 10.0
(oxide and tin powder)
Total consumption 100,00

Source: World Mctal Statistics, DeBels, Hay 1970, pe. 80.



E/BECA/UNCTC/35 .-
Page 2

2o Geogragbic distribution of tin

3s. The world's detected tin reserves are estimated in thearza of 10 million
tons, including 3 million toms of proved and probablereserves,- It is estimited
that there additionally czist Z7 million tons of tin reserves in submarginal,
hypothetical and possible depositse. Placer deposits contain over 70 per cent
of the total reserves; similarly, 70 per cent of all ore coneentrates are
produced from placer deposits. Tin placers are essentially located in the tin
. belt of South~Bast Asia, Malaysia, Indonesia and Thailand.

4 In Africa, placer deposits are mined. in Higeria, Zaire and Rwandas. It
should be pointed out that 90 per cent of the world's tin reserves are situated
in developing countriese African reserves are estimated at 0,70 million tons,
including 0.3 million representing proved and probable reserves. Zaire's
reserves are estimated at 0.2 million tons. g

Se The following table shows the distribution of reserves thrBughout the
worlds ' ‘

*

Table 2 Distribution of world tin orc reserves

- Country , 7 “Quantity in thousands ¢f tonmg - - -Percentage - -
Australia ' ' 370 o oo T e f ST e e
Bolivia 1 000 124 L
Brazil 610 o y 75
Indonesia 2 400 ' . 29.9
Malaysia 830 c 1043
Nigeria ' 280 ’ 2.5

" Thailand 1 200 1449
Zaire ,, 200 245
Others 1130 14.3

TOTAL 8 040 "100,0-

Source: Commodity Data Summaries.

* Including the producing countries (Spain, Portugal, Unitéd'KiﬁédOmL
and other developing countries). Tae JGSR and China are not included.
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CHAPTER I
TIN PRODUCTION: THE WORLD SURVEY
6, Alluvial deposits, or placers, account for 75 per cent of all tin

production, This explains the mining methods used. The principal placer
deposits are classified as follows: deposits, screes, alluvial deposits, lake
and sea shores and deposits covered with fossils.

A. A General Survey

le  Ore beneficiation

7. Ore extraction is for the most part done in quarries, except in the case
of . primary deposits. After extraetiony the ore is beneficiated by concentration
and classified into three categories according to content: rich ores contain-
more than 1 per cent tin; medium ores contain O.4 to 1 per cent tin and poor
ores contain less than, 04k per cent tine - :

8.  The dresszng of ore derived from placers is done in several successive
stages: washing, concentration on tables, and magnetic or clectrostatie
separatlon.‘ The final product is cassiterite that is almost pure, containing
as much as 75 per cent tine  Ore derived from veins, on the other bhand, is
crushed and ground, if necessary, in order to be reduced to the sizes that
permit maximum ecoaery. Concentration is done grav1metrlca13y, using the
specific gravity of cassiterite.

Qs The gravimetric process involves the following stages: screening, grading,
jigging and concentration on tables.- The concentrate thus obtained gefierally
contains 40 to 50 per cent tin., TUhenever sulphurous ores are involved, recource
is had to flotation or to magnetic sorting, with or without a grate.

2a Smelting and refining

10, Smelting involves melting tho concentrates. Smelting takes place either

in electric furnaces or in reverberztory furnaces. The smelting process is a
discontinuous cnee. The furnace charge is generally made up of a certain amount
of concentrates, a reducing agent and siliceous fluxing agents. After 10 to 12
hours of smelting, the refined product is poured in the form of slabse. It then
undergoes a further fire or electrolytic refining process, Fire refining is

more commonly useds It is done in two operationst: liquation, boiling and poling.
The tin, thus refined, is again poured in small ingots in order to be marketed,.
Refining yields of product assaying about 39.99 per cent tine Standard metal tin
assays 99.6 to 99.8 per cent tin.
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11. In the smelting stage slags very rich in metal are cbtained. They have
contents ranging from 10 to 25 per cent tin. They are resmelted so as to
vield a discardable slag assaying 1 per cent tin.

12. Over the past ten years world tin production has developed as follows:

Table_é; Horld production of tin concentrates in thousands of tons

Country/year 1571 1972 1973 1974 1975 1975 1977 1978 1979 1980
Australia 10,0 12,0 10,3 10,5 9,3 10.4 11.7 11.7 12.5 10.4
Bolivia 3063 32.4 31.2 20,2 32,0 30,3 133.5 20.9 27.8 27.3
Indonesia 19.8 21.8 22.6 25.6 25,3 23.4 25,9 27.4 20,4 32.5
Malaysia . 75ed 7548 72.3 6841 6L 53.4 58.7 62,6 53,0 6l.4
Higeria 73 547 5.8 85,5 4,7 37 3¢3 2.9 2,8 2,5
Thailand 21e7 22,1 20,9 20,3 16.4 20.5 24,2 30,2 34.0 33.7 -
Zaire : 2e5 6.0 el - Le7 46 3.9 3.9 3ud 3.3 3.2
Brazil 7 2.3 2.9 307 306 Z{-.S 5.5 ’ 5.8 6.3 6.6 6.8
Umted Kingdom l.8 3.3 3-6 3e2 303 3.3 309 2‘8 2-5} 3.0
Others 10.9 10,7 10.5 10.5 10.8 10,5 10.6 11.5 11.2 11.3

Origin not
1dent1fied 109 1.7 2.1 ltll- 509 ‘lf-ca 7.? 7.4 7-6 7.0 .

15749 19644 10940 183.5 181.2 179.7 183.3 197.1 20047 199.1

Source: Metal Bulletin idonthly, March 15682,
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Table g Zaire's production and world producticn
Cassiterite concentrates (in metric tons) -
Year- S5 Worid Zaire Percentage
Ce 1048 - : e 16 000
d 1966 166 300 9 832 6,0
1967 172 800 7 111 “hel
1958 . 183 200 5 264 - 36k
v 1969 , . 178 100 . 5 547 - 347
1970 - 185 700 5 458 3.5
1971 P 187 400 6 L4O 34
1972 196 000 5 960 3.0
1973 183 500 5 422 2.9
1974 183 100 L 675 2.6
1975 180 800 - 4 574 2.5
1976 179 700 3950 242
1977 ' 188 900 . 3 900 Zel
1978 197 700 3 450 1.7
1979 201 700 3 300 1.6

Source: ope Cite

: Taﬁlé De Proflle of world demand for and production of metallic tin from
. B 1971 to 1935 {in thousands of metric tons)

1971 1972 1972 1974 1975 1976 1977 1978 1979 1930

Primary metal g ' ' '

S

Prlmary metal ‘ ' -
tifi’ consumption * lu0.5 1915 21442 20041 173.9 19440 18448 18440 183.3 177.4

Gap between
preduction and .
- demand (+ = excess,

- .shortage) - 2.7 + 3.6-123.7 156k + 760 = 940 = Juli = 1.8 + 346 + 8.6
" Stock operations ek 5«8 19.9

Quantity bought ' '

ngntity sold * 11,5 0.9 19.3 0.3

Sourca: ope Cite

* Not including secondary metallic tin or the production of the German
Democratic Republic, China or the USSR
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Table 6. Mine capacity and production (1977-1383)

- - . | Capacity - Production Capacity
Regione and countries 1000 T % 1 000 T 9% 1 000 T %
North 'and South America o
Bolivia 33.0 15.3 32,6 171 38,0 1448
Brazil 840 347 A 343 8.0 3.1
Me:;ico 0.11- 0-2 0.3 0.2 0.1{- 002
Other American countries L.2 0.5 0.9 0.5 1.2 0.5
Burope
Portugal Ou5 0.2 0.3 0a2 045 0.2
Spain - 017 0-3 0.8 Oglls 1.0 0.1{.
United Kingdom 3.5 1,7 2.9 1.5 3.6 1.4
Other Eurcpean countries 5.0 2.3 4.0 241 4,0 1.6
‘Africa
Namibia 1.0 0.5 0.7 0.4 1.0 Cud
Nigeria 6.7 3-1 303 1’7 1000 3.9
Rwanda/Burundi Tk 0.7 1.3 0.7 2.5 1.0
South Africa 2eC 1.3 249 1.5 4.0 1.6
Zaire 6:0 72.8 E 3-6 l 1.9 600 2.3
Other African countries 1.0 0.5 1.0 0.5 1.0 O
Asia
&lm 1.0 005 0.8 004 2.0 0.8
Indonesia 25,0 12.1 25.1 132 35.0 13.2
-»Japan~ 009 . Oall- N 906 013 1.0 Oali-
- Malaysia 78.0 3643 58.7 30.9 95.0 36.9
Thailand 25,0 11.6 2L.2 12,8 30.0 11.7
. Other Asian- countries ' . -~ 0,8 0.4 8.6 L5 1,0 Ok
Oceania -
Australia 12,0 5.6 1007 5.6 12,0 l]..?
" TOTAL 21448 100.0 189.7° 100.0 100.0

Source: E/MJ. -

| 257.2
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B. The tin industry in Zaire

i1, Introduction

13. Tin mining in Zeire is corvied on in threo distinct rogions or geographic
zones with different types of deposits and mining methods. This is more or less
the logic that was folloved in the granting of mining concessicns. These have
b been assigned to three groups of corporations, which today account for nearly
' all of the country's tin production. These companies are: Gécamines, in the
south of the Shana Plateau region (Busanga area), Zairétain in the north of the
Shaba region {lManonc and Muanza), and Sominki in the Kivu region. At the
present time only Sominki (80 per cent) and Zairétain (20 per cent) are producing
‘tin in concentrates and molten tine Gécamines, which is the successor of Union
Minidre du Haut Katanga, no longer nines tin, but still holds its concessione
To these traditicnal corporations there have been added other groups, such as
BeReGeMes {Burecau des Recherches glologiques et minidres de France) through its
subsidiary SEREMI and EHZA {Entreprise minidre du Zaire), =z corporaticn owned
by a group of Zairian shareholders,

2. Location of deposits any] reseprves

-

1he The principal tin depost ts are located in the Kivu arca and in the northern
Shaba area. Intensive prospecting has been carried out on thems Reecognized

" deposits in Shaba are those of Mitwaba, Bukama, Mukoy, Fundz Biabo, Muika, Kiambi,
Mandwe and Kibara. These deposits ere associated with granite. The tin and
oolumbotantalite deposites at’ Muanze, Malemba and Manono-Kitololo are associated
with pegmatitcs found in the Kibara formatione

1%, The reserves of the Manono deposit alone are estimated at 105 000 tons of
tin and 30 million tons of spodumene containing 5 per cent lithium oxide; the
tin content of the oro racges from 0,08 to 0,92 per eont per tone In Kiva one
finds ‘deposits of tin associated with low—content wolfarm orc at Etabu and
Lentukulu, whilc it is associated with columbotantalite at Bishasha. The bulk
of the exploitable Gzpostis are loecated arournd the Kalima arca, in the subregion
of Maniemas

3. Structure of production

15, At the prescat time production is carriced on by two groups or two companics
in which the State of Zaire holds sharcse Within a few years two¥ other companies
will alsc stait producing casaiterite in Zaire, but the first two proups will still
remain the mzjor nrodiucers for a long time.

¥ This involves tuo deposits (Kanic and Katonde) whieh will be mined by Sereni
(subsidiary of 3.R.Colis) and EMZA, which will resume mining in the Mitwaba arcas
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S B R Com e -‘ - . ..-—— a *

(a) SOMIIKI (Sociéts Minidre Zairoise et Industriellc du Kivu)

(i) General remarks

17. Sominki is a mixed corperaition whose stock is owned 3% per cent by the
State of Zaire and 55 per cent by the Cogemin group, of Belgian origin. The
latter group is a merger of several partners that had mined cassiterite and the
metals associated with it in Kivu, under a variety of names. The most important
partners in this group are: the Zmpain group, Banque 3ruxelles Lambert, La
Banque de Paris ct des Pays—3as, and Forminidre. The Sominki corporation has
been in existence for only a short time. The ordinance creating it is dated

13 February 1975. This creation was in fact a merger of olrler companies that
had ‘carried on activities in the rcgion, These companies were Cobelmin, Symdtain,
Kivumines and Phibreki. Sominki'’s chicf customers arc: the Statce of Zaire,

as relates to pold, and foundries located in Belpium, Gormany ond Switzerland.

18, Cobelmin was a 3elgian mining company that managed mining opcerations

on behalf of financial groups. The most important financial group for which it
worked. was the Empain group and forminilrees While Symétain, a mining syndicate,
was supported by the Bruxelles Lambert bank, Kivumines was the technical manifesta-
tion of the Comits Hational du Kivu, whose history merges with those.of. the grant—
ing power of the Comit? des Grands Lascs, Cobelmin, which had alrecidy absorbed a
goodly number of other mining companies in the region, entered, via its principals,
into agreements with Symfitain and G4M.Gels in order to arrive at a merger and the
creation of Somimki. The latter ie a Zairian limited liability company having

its main office in Nalima, the formor headquarters of Symstain. The corporate
capital is 2 5 000 000, represented by 300 000 shares of stock, with the State

of Zaire holding 84 038 shares. For the moment, the company sesmc to be in 2
state of flux: the partners would like fo give it some new blood through .a new
organization and perhaps through a new investment effort. At preszant it produces
and markets the following mineral substaneccs: Cassiterite: tin orz;. Columbotan—
talite: tantalum and niobium ore; iolframite: tungsten ore; lonazite: rare
earths containing thorium and eurcopium; gold.
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19, After the nineteen sixties all these companies experienced enormous
difficulties, not unrelated to the political situation reigning in the
geographic space in which their activities unfolded, '

Over the years production has developed in the following manner:

Table 7 Develooments in tin ore production in recent years

Substances 1975 1977 1978 1979 1980 1981

Cassiterite T . 4 638 061 4 052 150 3 490 160 2 855 540 2593 =2 535
Growth % ~12.,63 ~13.90 ~18.15 =9.23 +1.52
Wolframite T 442 500 317 200 275 5600 210 0650 134 88 6530
Growth 4 . =2B.31 . =129 23678 36,21 ~33.89
Columbo- . . | . :
tantalite T 53 125 80 910 47 975 43 000 72.0 44 203
Growth % +52,30 ~40,70 +0.05 + 50 =33.48
Monazite T 12, 860 95 410 79 420 90 420 51.0 35 240
Growth % L m22.79 0 17070 413485 43,59 =30.90
Gold  Kge 65k 057 Ss2 024 A7 5h2 476 431 SAS 586 477
Growth -~ % ‘ _ ~15.45 ~14.10 +1.93 =15.02 +7.02

20. The table shows a continual decline in cassiterite and wolframite production.
In contrast to this, gold and columbotantalite ore production has been on the

rise, except for the year 1981, during which tin showed growth while columbotan—
talite showed a reduction.

21. Mining operations can be grouped into four major divisions, distributed as
follows: Northern Division, with Punia as its headquarters; ZSastern Division,
the headquarters of which is Kamituga; Central Division, with Kalima as head~-
quarters, being at the same time the headquarters of the General Management; and
the Western Division. Generally speaking, mining is done in quarries, where the
ore is éxtracted by monitor. In the Central Division there exists a primary
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deposit at Isongo and one at Nakenge. The first will go into operation in
1983. 1Its reserves are estimated at 400 tons of tin contents Following the
exhaustion of the former placers, the tailings of old mining sites are being:
exploited. ' '

224 Extracted ore is crushed right at the site, Ores that have reached the
release mesh are swept into the sluices by a jet of water. At the end of the .
sluice is located a battery of jigs. Jig concentrates are sufficiently rich '
and they assay approximately )0 per cent cassiterite. The concentrates are
brought to the plant, where they are dried in charcoal furnaces. After drying, .
they undergo magnetic sgparation, Due to the fact that cassiterite is not o
magnetic, it passes, whereas columbotantalite, wolframite and monazite are held.
By this method the cassiterite is purified., It is barrelled., In this form it
can be marketed or supplied to smelters.

23¢  Columbotantalite and wolframite have approxiately the same magnetic
susceptibility. It is thereforc difficult to separate them if they happen to
be present in the same concentratess  Fortunately for those working with the
ores, they come from different deposits Zach type of ore separatcly undergoes
ite purification proccss, :

2ke - Monazite, on the other hand, exhibits a difference in magnetic suseeptibility
and can thus be separated from other cres by differentiation of the magnetic
intenisity. ‘It should be mentionzd that monmzite from the Punia region contains
‘0.4 per eént of the rare earth“curopium, which has its application in the colour—
ing of colour~television cathode roy tubes. Monazite derived from other deposits,
on. the other hand, contains thorium. W%hen the ore from the Central Division. is

. processed, a sizeablc amount of ilmenite is recovered, but it is not utilized
owing to the remoteness of the mine location from operating facilities. Indeed,
the cost of transportation would exceed the market value of the product. It is -
therefore rejected, The product cxported by Gominki is a cassiterite concentrate
containing 90 per cent cassiterite, but with a tin content of 75 per cent.

(14) Economic data

25. As regards.exporting that follows the normal course, it should be pointed
out that traffic is slow and there is sometimes a2 certain degree of complete tie—
upe This forces the Company to resort periodically to transporting its products
by air, so as to resolve cash~flow problems within a respectable period of time,
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in spite of the hinh cost of this mecans of transport. The tonnage exported over
the past two years breaks down as follows:

1951 - 1980 -
Cassiterite (in metric tons) , ' 2555 500 2 92, 250 -
Wolframite (in metric tons) 131 250 158 250
Columbotantalite (in metric tons) 55 390 © 78390
Monazite (in metric tons) 54 000 855 400

25, Exports were down in 1981 with respect to the year 1930, This reduction
of exports has not affected the Company's funds due to the fact that tin prices
rose steadily until the end of December. These favourable prices are explained
by the support (which is artificizl and difficult to sustain in the long run)
contributed by the South~East Asian producers, who made purchases in order to
decrease the offer on thz market. Concentrates are shipped out of Zaire's
borders by several routes: Through the interior: i.e., from Kindu by river to
Lubundu, and from there by railway to Kisangani; from Kisangani by boat, on
the Zaire River, to Kinshasa; and from Kinshasa to Hatadi by rail. At Matadi
the concentrates arc directly taken over by the buyer, for the products are
sold FOB; Via Dar-cs—Salaam; Via Goma (the products are cipedited by air). -
This essentizlly relates to gold. Concentrates arce shipped to various countriese.

Production for, the year 1380 showed the following distribution by country:

GeFaRa Cassiterite 1070000 T
Wolframite %? 500 T
Switzeriand Cassiterite ' 1351 000 T
' Holframite 158 250 T
Coltan 63 000 T.
tonazite 64 300

Belgium Gold ' 435 247 Kge
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Z7s In spite,oﬁ.the-difficulties,experienced by the Company in successfully
mining its deposits and providing for the exportation of its products, operating
costs per ton of cassiterite are sufficiently acceptable, for they still ensure
a fairly sizeable margin of profite. All costs taken together, the average cost
of a ton of cassiterite comes to Z 32 333.07, or Usd 5 800, A ton of metal tin

» thus comes to approximately US{ 7 500, while the posted price on the London Metal
Exchange is US$ 13 000. SR :

58. The items increasing operating costs the most are: (a) labour (b) consumable
goods, namely:

-~ mining and operating materials

~ replacement parts ,

— +transport costs, which are always on the rise; (c) the increased
value of tied-up funds owing to dafective public transport; and (d4) fuel.

Table 9. Labour (in_current Zaires)

\ - O HON—-AFRTCAN
HATIONALS AFRICANS XPATRL ATES TOTAL
MANAGERTAL 2 086 647 - 5 677 239 8 763 835
 FOREMEN 1 403 559 - 3 664 423 11 073 09%
HWORKERS 18 585 441 - - 18 585 441

TOTAL = 22 081 757 - 38 423 421

15 341 654

Consumable materials at value (including equipment and tools)

Electricity and water 55 950
Fuel and lubricants 4 950 358
Gas -
Hood -
Coal 951 126
Coke -
Explosives -
Equipment and tools 770 542
Materials and parts 9 043 319
Printed material and office supplics 592 783
- Total - 16 369 183

*° Valoe ' in 2
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294 Given under tohle 10 are the costs of the different activities

“'throughout the year 1230,

These costs include labour and consumables,.

Table 10,  Cost by activity for 1980
.'Gebiogy 2 540 355
Extraction 35 674 475
Concentration 1 400 379
Metallurgy . 314 700
Maintenance 5091 255
Transportation 11 590 503
Marketing -
Social activities 558 713
57 270 381
Hork done for the Company .
for itself 7 554 679
TOTAL 54 835 050
Table 11, Receipts and contribution to the Public Treasury
1979 1980 1981 1982(e)
Gross receipts (in Zaires) 35 675 330% 129 893 000
Selling costs 1 055 774
et receipts 34 518 555
Gross profit before taxes 38 232 784 20 775 250
Appropriation to reserve
for reconstitution of
deposit 10 500 000 9 750 000
Allocation to Sominki -
Fourdation 1 000 000 1 000 000

fe) -Estimated ”.;“V_ . -

* Receipts derived exclusively from cassiterite,
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Table 11, TReceipts and contribution to the Public Treasury (cont'd)

1979 1980 1351 1982

Distributable balance 12 458 L78 10 541 627

-~ Profits tax %o the State 13 365 392 10 352 149

~ State dividends . 3 597 572 g&l 330

~ Payroll tax 5 061 265 7 643 785

- Statistics tax 523 819 302 530

- liscellanecus tazes 155 047 2 244 597
Total paid to the State 23 914 215 ZA 095 452
(e¢) Estimated
* Receipts derived cxclusively from cassiterite.

Value Added: For the year 1980 the value added amounted to 82 694 571 zaires.

Export receipts derived from cqssiteri£3= Over the years, receipts from exportation
on cassiterite alone have shown the following profile:

1974 1975 1976 1977 1978 1979 1930

Valuein' - | S o
thousands of & ~ 10 865 7813 15 701 23 11? 23 G77 32 423 .66‘57?

30. Over against the receipts for the year 1930 there were imports in foreign
exchange by Sominki of the order of 153 333 076 Belgian francs, or Z + 16 833 308.
In other words, one quarter of the total receipts in foreign exchange served for
the importation of goods for the Comapnye

31, If one considers the total turnover of the Company, the amount used for
paying for the Company's imports was one—sixth. :
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Sominki_investments in 1980 (in Z)

1930
1) Expenditures on depreciable geologie searches 14 830 924
2) -Aﬁoﬁnf of reserve for reconstitution of deposits . 19 500 Dbd
3} Total investments during the year L 448 541
4)  Reconstitution of deposit 3 355 785

Manpower: HMarnpower showed the following pattern during the pést three years:
(for each yeary, the figure is ruled off at 31 December),

31/12/79 31/12/80 31/12/81

Expatriate employecs 110 103 - 110
Local management staff 30 52 71
Local foremen 110 212 194
Zairian workers . . 15 951 . 14 208 14 611
TOTAL 15 201 15 272 14 986

Residual value and value cxported in 1980

Values in Zaires %
Total export receipts in convertible zaires 98 020 30°5 -~ 100
Receipts on ocassiterite : 556 576 853 57.92
Amount paid to public treasury 23 914 215 24,40
Import expenditureé in foreign exchange 15 823 303 17.17
Social expenses _ 558 713 0,57
Investments 4 448 841 LS54
Zairian labour (payroll) | 22 081 757 22,53
Residual value within the country 51 103 225 52«14
* To this figure one must .add nearly 50 per cent of the earnings of

expatriates, spent in Zaire, i.ce: Z § 170 832. This gives the following value:
59 274 158 zaires, or 50.47 per cent. _
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Fxported value: The breakdown of the exported value is as follows:

Yaluae in zoires Percentage

Dividends %o foreign share:zolders 9 02 20T Qe 3

Imports ' 15 333 300 17.17

b Expatriate wages paid
outside of the country 5 1/0 832 o3l
TOTAL 3l 506 458 3520

32, Out of the Company's receipts, 50 per cent rauain within the country in

various forms, while more than 35 per cent are transferred out of the country.

Ain analysis of these tadles reveals the following facts: The receipis

distributed to Zairians in the form of wages amount to some 122458 zaires per

person per month, or 1 477412 zaires per p=srson per vear, which comes to -
Ush 5 and US4 73, respectively. The amount paid does not énable the receipient

to buy a suit of clothes aller 12 months of service, assuming that he keeps all

his money without spending ite

33. In contrast to this, the remuneration recsived by the averages aexpatriate
is of the order of 13 221.41 zaires per month; or 152 555,93 zaires per year,
which ancunts to 1 535 555,00 Belgian francs or tha valus of an apartment in

Belgiun. The upshot is that after three years of service the expatriate can |
buy-himsclf an apartment in hig ovn country or start up some scononic activity,

whereas his Zairian counteirpart is unable to save even Z 100 or the equivalent
of US@ 5 on the black markat, i.2ey the value of a bag of cemante

34, Thae amounts allocated for investments are tos low, being the equivalent,
in value, of a houss in Kinshasa. The yearly social clizries for the entire
Zairian personnel equal the vaarly pay of four cupatriates. At the same time,
the State of Zaire receives slightly more than the total expatriate payroll.
Tf one considers the portion collected directly by the State of Zaire and
Zairians working in the company, it is in the arca of 48 995 972 zaires, while
the foreign partners collect L2 677 300 zaires. Ao stated above, personnel
payroll costs constitute the heaviest factor in export coste

25, The cost of persomnel took the followin; shape in 19382: -~ a worker costs
approximately Z 11/2ay (eleven zaires per day, Lezey U5 1.50 at the official
rate, or US$ 0.50 on the illegal markst); = a foreman cosis 7 50/day, ie3ey
USS 11.90 on the official market, or St 2.00 on the unofficial market; = a
managerial employee, & 200/day, ie2ey USE 54000 on the o7ficial market, or

USS 14650 on the black market; = an expatriate employes, Z Obh/day, or US &
171,50 (zaires paid to expatriate workers are convertible into dollars av the

.2



E/8CA/mICTC/36
Page 18

P

officizl warket rate)e A rough calculation showe thnt for 1962, the 110 foreigm
employees cost 103 840 zaires per day, or USH 13 580,00, wnile all the Zairian
employees together cost 17% 990 zaires, or USH 8 733.50 on the illegal market.

In other words, the 110 expatriats employees cost twice as much as all the 14 875
Zairian emnloyees put terether, B

36. The Gompany explaing this imbalance by tho diffis:liics that it axperiences

in hiring qualified persomnel. Independently of tho Adsarth of the local market
in terms of cualified Zairian persoanel, the Company considers itself penalized
by its enclaved geograp.ic lccation, far from all of the country's major centres
vwhere the few competent nanageriai-level people are to he found. In order to
palliate These difficulties, the Company is setting up a dynamic policy for ]
strengthening Zairian persomnel qualifiecations, widchk ought ultimately to make
it possible to cut dowm the recourse to expatriate nersonnel, which is too
COStlY.

37« It should be pointed out that the wapss of a uighly skilled workawr break
down as follows: Z 150 basic wage; 2 035 production bomus if the worker is in
the production department; = 75 transportation bonus i.e., total gross wages of
Z 310, or USH 15.50. The worker also has the bDenefit of free housing at the
vworkers' camp and free medical care., A Zairian engineer graduating from an
institute of higher learning and starting bis career in the Company receives a
total gross salary of 1 320 zaires (i.c., 755 95). Je is further given free
lodging and also has the advantage of frez medical carc.

(iti) The Company's nrospacts

38. Sominki, as mentioned above, is a merger of several companies that Lave

been mining cassiterite in this region since tho 19°0's, As happens eve where, '
g g Pp Ty 2
the {irst operators pounced on the rich, easy-to-mine denositse After half a
. ’ ,
century of exploitation the casy deposits have Jisapnecared and have been almost
totally depleted. Morzover, it was afior they began to experiznce difficulties
that the different groups which today make up Sominti handed together to form a

singlz company.

3%. This partnership Las aot permitted an upsurge ol production — cquite the
contrary. G&ince the merger took place, production has done nothing but decline.
Today it lLias reached the production volume of the sane groups in 1332, or in

other words, two years after cassiteriie began to be exploited in the raegion.

We should note, however, that production bagan to “all off as of 1955. HExcessively
low production costs, due to the low cost of labour, still enable the Company to
make profits, i.e., just enough to pay back invesitment capital, despite the fact
that the very obsolete planits have already been depreciated. ‘

a

40, Tiwz Company is forced to discover new denosits or to start mining primary
depositse Operating on the latter requires sizeadle investments. iHone of the -

A

artnerg appear to be willing to put up the recuigite canital. Owing o the
a.p 1) iy w 2 o
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cconomic situation prevailing in it, the Zairian State is not in a position to
bring together the necessary sums, and still less is anyene able to lend them to
it. As far as Cogemin is concerned, it appears to be following a wait—and-see
‘policy in order to sce howu the situation in Zaire will develop, and, all things
considered, it is fairly wall remunerated with the Company operating as it is

presently.
41, Reinvestment of profits is toc low in order for the effects of it to be
felt, The greater and graeater deterioration of the transport infrastructure,

which it is up to the Ttate to maintain, will ultimatcly prevent the Company from
carrying its business normally. The freeing-up of mining for gold and other
precious. metals will deprive Sominki of a considerable percentage of its active
workers, wio prefer mining and selling gold over a life of hard and poorly paid

. .work -on the workings. In addition to desertion by workers, the abandon of
agriculture by peasants who are also involved in gold mining will lead to famine
in the area. Thus, the company will find it more difficult to supply its workers
and officials with food, The combination of several factors is likely to create,
in the long run, harsh working conditions and jcopardize the profitability of the
company's activities. '

(b) ZALRETAIN (Sociitd Zairoise atexploitation d'etain ~ Zaire Tin Hining
Company) '

- Company's names JATRTTATH SARL - 1219,
~ Ovmerships mized -~ 50 % BState
: ' 50 % Giomines

Equity capital: Zaires /00 0Q00.

Turnover: 1979, Z. 7 925 197
1973, Z.10 447 251

Head Office: Kinshasa

‘ 3y ave de la longala
B3¢Pa B10.

L2, Zairetain; besides nroducing tin, a metal obtained from cassiterite, also
produces and markets colombo tantalite and tantaliferous dross. Geomines, the
State's partner in Zairetain, is a Belgian group operating in several fields; it
also mines tin in Rwanda in partnership with the Government. '

(i) Reserves, mining and production

43, Zairetain is involved in the working of 7 querries of which L are entirely
mechanized, 1 hydraulically worked, 1 manually and 1 on a small scalca

bha The stanniferous resources in still only partially known unweatherasd
pegmatite can be estimated as follouss
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Table 12: -Estimates of Zairetain'e orc roscrves

KITGTOLO
i . Content Cassiterite tomnage
MOV (kg /) (metric tons)
le Proved rescrves 11 200 000 2.0 22 500
2s Probatle reszrves 31 2RO 00 1.6 57 100
3> Possible reserves 5 100 000 1.9 9'?00
¥itatoln Cotal A 370 00D 185 83 400

HANOWO

The probable reserves of the =astern part of tie deposit (Manono Sector)
have beer calculated as follaowe:

i
4

2 of ore Content Cassiterite tonnage
(kg /m3) (metric tons)
Probable and possible . o ~
reserves 35 500 C00 1e5 137 000
Total Kitotolo + Manono 1% 150 (oo 1,59 225 OO

mm TR kL SST L ONTIOM E E Laih —i  m

45. The lanono deposit is located at the intersection of the 27° East meridian
and the 7°20' South paral icl, in the angle formed by thz Lualaba (45 km west of
Manono) and the Luvua (20 km vo the nosth), The hnown primary deposit consists of
two dykes of pegmatite Doth having appreciably the samc dimensions: 5 km in
length, while the width ranges from 50 to 800 metres, with a mean of 00 metres.
There is a oegmat1tu outeroppiag covering an area of 1 200 000 square metres at
Manono® and 1 300 00 scuare netres at Kototolo. Between the two lenses there is

a str1o 25 ki in length theough which the valley of the Lukushi paSSLS$ wnlch is
not adequately known.

L5, To the north of the twe dvkes there appear a certain number of pegmatite
lenses of various sizes; survounded by mica schist. It is not yet possible to
determine whether these are separate lenses or apical outcrops arising from the
same peamatltlc masge A detrliaL deposit has formed to the north of the dykes

and covers tie mica schist, These eluvia average 8§ metres in thickness. Lateriza~
tion has taken place thore to a greater or lessaer extent, forming either lateritic
sand or friabls laterites. - even hard laterites., The unweatherad pegmatites
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thus represent an exceptional reserve of more than 200 000 tons of cassiterite.
With these reserves, ianono constitutes one of thic most important tin-bearing
deposits in the:world. To these unweathered pegmatite reserves there must be
added the partially explored detrital resources in the area surrounding the Manono
primary deposit. They involve pegmatitic eluvia and laterites. T

47. Up to the present time approximately 13 00D tems of cassiterite have been
recorded there. The size of the detrital resources may be increased considerably,
4 and Zairetain includes in its programme the prospecting of eluvia and laterites
over a wide arca, astride the Manono primary deposit., Out of the 13 UG00 tons
inventoried, however, the exploitable reserve is estimated at 6 000 tons. This
is insufficient. Going hand in hand with laterite and eluvium prospecting,
Zairetain is plamning to take up the tailings and tue sand in the decantation
basins, using new techniques, in order to recover the accummulated losses. The
reserves contained in the dumps and decantation basins represent several tens
of millions of cubic metres of material with a content that is low but recoverable,
with acceptable yields, through the use of new equipment for processing. fincs.

48. Zairetain works its deposits in several waySe The 4ifferent methods appear
side by side as totally mechanized operations (these cover 75 per cent of
production), hydraulic mining operations (1 per cent), manual mining, by simple
recovery (17 per cent), and operation by independent arvisans (6 per cent)e The
mechanized facilities wercs designed for mining weatheraed pegmatite. This can now
be deemed finished, The Company has to take up the mining of the hard ore of

the primary deposit. Processing the primary deposit involves higher consumption
of materials and parts, thus drawing upan.the_services of a procurement  department
that is already at grips with cash~flow-and foreign—exchange problems. The
Company is trying to go back over .the tailings of itse zarlier aperations. It is
also turning in the dircction of dredging the river beds in the region.

49. The process of beneficiating cassiterite is a gravimeiric one. lYhen what

is involved is weathered ore, generally containing 0.03 to 0.5 per cant tin in

the form of recoverable cassiterite, concentration is dome solely by gravity. The

cassiterite concentrates cerived in this way assay 50 to 70 per cent tins As

for umweathered ore, it is neccessary to pass throug: a preliminary step, involving

release from the recovery mesh by crushinge The products of crushing are subjected
to treatment by gravity through the successive use of jigs and coaverting tables.



E/ECA/BHCTC/35 | | ~
Page 22 :

50s From the concentrates assaying 70 per cent tin, columbotantalite is
extractad by means of electromagnetic separation., The products thus purified
arc smelted at Manono. Zairetain exports: (a) 2 standard metaly, ie.c.,
‘containing 99.35 per cent Sn; (b) 2 columbotantalite concentrate containing
65 per cent combined niobium-and-tantalum oxide; and (c) tantaliferous slag
containing 18-20 per cent niobium~and-tantalum oxide. The Company retreats
the slag from thc furnaces several times, discarding it only when it no longer
contains any more than 1 per cent tin. ‘ '

51e. The Manono foundry includes two electric are furnaces., In the first
furnace, which has a rated capacity of 1 000 KVA, through the reduction smelting
of cassiterite one obtains a sort of tin matte, while at the same time rich
slags are formed (20 to 2% per cent tin). In a second stage, in a second furnace
having an 800 KVA rating, this rich slag is remelted in order to form poor slag
(containing less than 2 per cent tin) and hard rock containing 50 to 65 per cent
tin and iron. The latter product is recycled during the smelting of cassiterite,
The metal extracted during the first stage of the proccss is refined by fractional
liquation in hearth furnaces (it is rid of impurities such as arsenicy lead,
iron, etcs)s The refined metal is pourcd in 32 kg ingots. The foundry?'s
efficiency is 89 per cent, It was set up for the production of 9 000 tons of
cassiterite per year. With the drop in production, the cfficiency ie declining,
owing to the small size of the circulating load. '

Profiie of production in metire tons

1968 1975 1975 1977 1978 1979 1980
Cassiterite 2 492 955 680 1 034 839 608 507

Tin 1 922 648 478 G63 495 458 215
Columbctantalite 80 30 28 30 35 10 10
Tantalum—bearing slag 211,0 100 100

52, The table of production shows a continuous drep in production over many
years., Tae foundry is operating below capacity. In 1930, the amount of tin
smelted was 215 tons instead of the installed capacity of 9 000 tons. The
difference clearly evinces the degree to which the general situation of the
Company has deteriorateds Yet the Company holds sizeable reserves and has an
energy infrastructure that would certainly bhave made it possible to producc more.
But difficulties of various orders hinder the smooth running of the enterprise.



ﬂ-HﬂHI-ﬂﬂuu--iﬂﬁ-I--mHﬁuuun--ﬁﬂunn--nn--uu-u------r———————————_______

£/ECA/UHCTC/36
Page 23

(i1) Infrastructurc

- Energy

53, The Company has its o¥m hydroclectric nlant locaied at Piana Muange (90
kme from Manono), with a capacity of 35 000 KVA. At present this capacity is

b beyond the nceds of the Company. The plant hes been amortized since, and the
cost of energy is excessiveliy lows '

— Technical facilitics

5L, Zairetain ouns its own foundry, which is the only one in Zaire at this time.
The present processing capacity is 9 000 tons of cassiterite (5 500 to 7 000 tons
of “tin per year). Well-squipped shops give the Company a certain degree of
autonomy. In them .a considerable number of parts can be manufactured and almost

all the members of the machines used in mining can be repaireds

= Personnel

19783 1979 o 1980
Labour o & ‘ 2 524 2 45 2 415
Foremen (Zairians) 4L, L7 41
Management, staff (Zairians) - 18 19 17
Expatriatess
—~ Foremen . 15 1 17
— HManagement staff 2 5- 6
Total 2 604 - 2 550 2 k97

(iii)” Economic data

B5e From'1978 until 1380, thz breakdown of the cost price was as follows (in
current zaires): :
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Table 13. Cost priceggin current zaires)

1378 1579 .. 1980

" Labour in zaires 607 814497 1 472 570,95 2 956 18995
Products ccnsumed _ 422 213,55 1 532 079.53 1 ©72 584453
Miscellangous 1 122 79542 29 155.79 614 224,15
Subtstal 2 152 825,06 3 405 806.37 4 642 333475

Administrative costs, overhead,
finance charges, transportation,
taxes, duties and miscellancous

charges 5 494 785.11 ?6%‘é66;?7 8 751 229,42

N

Total - . 7 547 510,17 11 110 007.14 13 404 228417
Cost of cassiterite ner ton : 8-431.49 17 275.20 25 427,30
Smelting costs 65 B4k 7 314 458.48 111 530,77
General expenses 4 570 970.51 12 514 215,93 9 506 79598
Cost of tin per ton 9 554,40 &3 211,60 L 957.52

FOB cost per ton of tin 9 528,13 23 250,97 45 107.53

Transportation costs within the Republic of Zaire developed as follous
(in zaires per ton). : : o

1973 1979 1980 -
From Mancno ~ Muyunba - Matadi 1 519,20
T UFroW Manono — Muyumba w~-Xalomi oo o . 73.73 73.73
From Hanonc - Lumumbashi - B - o 1450

56. Thhe normal exit routes are: Manono to Huyumba. — Xalemi, Dar-—cs-Salaams
Manono lluyumba to Matadi; Manono to Muyumba ~ Dilolo - Lobito.  Due to the fact
that tin is sold at FOB prices, the most advantage, transportation is via -
Dar—-cs-3alaam. Difficultics of removing goods along this route, however, often -
render it necessary to pass via the costly Matadi route, &ven air transport has

been used at certain times.

57+  Contributions to the Treasury are the result of various taxes and dutics
which the Company owes te the State. The various taxes and dutics are as
follows:s
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Table 14+ Various taxes of Zairetain
- 1978 19 1980
R, .EM 't‘ﬂ.ﬁ"""“""“" . R O I TP
[ ]
.. . = Export duties None None . Hone
, -~ Statistical tax g2 018.18 22 622,98 59 778457
. ~ Sales tax (turnover tax) None None Hone
Import tax
' - = Import duties " " "
~ Fiscal duty " " "
~ Statistical tax * : " " "
«~ Turnover ‘tax collected by Customs " " "
Other impositions
— Professional tax (on results) " " "
) —~ Tax on income from securities
(dividend distributed) " " "
' . .+= -Exceptional tax (remuneration:. --- - o IR S R
of expatriate personnel) 30 907.58 L5 872.27 82 981.50
— Other contributions 25 33%.11 38 098.80 73 714.12
= Turnover tax on conventional
transfers 416 949495 384 286,38 570 77082
Total 556 105.78 777 24511

401 880443

XY

. 58, Exports do not always coincide with production. Thus, the value of export
receipts differs from the value of production. In order to apprehend the meaning
. of the contribution made by Zairetain to the public treasury, it would be well to.
" compare it to total revenue derived from exports, : '
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Table 15, Zairetain's contribution to the Treasury

1978 1979 - 1980
FOB unit value* in zaires 9 542.11 2, 671.85 =I5 108:59
(1) Tin ) .
(2} Columbotantalite 156455 18 888.60 79 103,97
(3) Tantalum-bearing slag ) !
Total FOB values in zaires 5350 -1 727459 . .5 583.21
%1) Tin 5 250 059.38 & 301 615.44 9 538 442.71
2) Columbotantalite 5 479.43 283 329,00 791 039,71
(3) Tantalum-bearing slag 11 294,19 1 372 758.8, 558 320,88
Total 5 255 833.00 7 437 703.28 109 978,030.30
Contribution to the Treasury 565 105.78 491 880,43 777 245.11
Percentage 10,75 _ 5461 707

TR "Tﬁéffélues given by Zairetain'é annual report appear to me to be erroneous

59 Zalretaln a8 pnoducta are marketed out51de of the Republic of Zaire by
Socidté Générale des minerais de Belgique {S.G.lls)s Receipts are paid into
Zairetain's account, and Zairetain is accountable for them to the Banque du Zaire.
A foreign—exchange allocation system set up by the Government of Zaire gives the
Govermment the right to dispose of all receipts in foreign exchange derived from
-the sale of export products. A portion of them is made available to the producing
Company, in order to enable it to purchase the capital goods required for its
operation on foreign markets, while the'rémaining portion is given as the
equivalent in zaires. The foreign-exchange portion received by the enterprise
amounts to approximately 230 per cent of its total receipts. As can be seen from
the size of the portion collected by the State, Zairetain contributes very little
to the public treasury.

(iv) Prospects and difficulties of the Comapny

50, The production of the Zairetain Company has been regressing for a certain
times The cause of this are mainfold:

(2) The gradual depletion of the surface deposit requires a sizeable
investment for the purpose of carrying out new prospecting and switching to
mining of ®he primary deposit, the reserves of which are quite large,

(p) The obsoleteness of the equipment, owing to rational non-depreciation
and failure to renew the machines at the appropriate time.
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{c) The narrow profits resulting from the decreasc in production and the
increase in operating costs have prevented the Company from having a healthy cash-
flow situation in order to ensure better operation. . ‘

' (d) The two partners {Géomines and the Zairian State} have not shown any
real desire to put the Company back on a sound footing. The situation has
deteriorated over the years, and at this point the degree of deterioration
requires considerable capital in order to sawz tne companys.

_ {e) One consequence of this lack of 1will has been the absence of any
rational programme of Operation. )

(£) Procurement difficulties have further contributed to the Company's
poor performance. : - ‘ o

(g) The decreased output of labour, somewhat discouraged by uncertain
prospects and by lov income, has jintensified the Company's difficulties still
further,

. (h) New operating methods are contemplated, but the Company’s fundamental

problem is to find the nccessary funds for attacking the rich primary deposits
existing on its concession, for at the current selling prices of cassiterite,
mining the hard rock is still cconomically feasible. '
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CHAPTER 1IX

STRUCTURE OF THE TIH MARKET

A Marketing mechanisn

1. Markefing
(a) Tin metal

hl, The marketine of tin has two sides to ity depending upon whether one is
dealing with metallic tin or concentrates: In the case of tin in metal form, the
most significant markets for the developing countries are actually the terminals
of the Penang market, the London lMetal Exchange, and the New York Market. The
physical volume of metal passing through Penang is greater than anywhere else in
the world, whereas London, through the London Metal Exchange, is the location
where the price is determined., The London price is often higher than the Penang
price, due to the fact that it takes freight into account. '

(b) Concentrates

62, In the case of concentrates, sales are based on long-term contracts between
producers and smelters., Among the countries that sell concentrates one should
mention Bolivia and Zaire. . For these countries, the contracts in question are

of appreciable importance, albeit in the case of Bolivia cone can expect an
inereasing drop in concentrate sxports during the coming years, due to new
foundry projects.

63. The supplying of concentrates to foreign smelters is based on contracts
similar to those involving other non-forrous metals. Payment is made after
delivery to the foundries, the base pricc being determined by the quotations on
the London or New York markets. Contracts cbviously specify concentrate
characteristics, such as minimum tin content and acceptable impurity level.

Ze The foreces of interference on the mavkst

Sl The tin market is governsd by a juxtaposition of different forces. If one
considers the forces normally acting on a metal market, one must add the interferenc
of the following additiomal forces: (a) The play of the international tin
agreements, These are characterized by the existence of a regulating stock and

by export contreol mechanisms. This force has made it possible to maintain the
floor price of the metal for more than twenty years, with the exception of a
two-week period in 1958, Despite successive increases in the ceiling price, the
market price long remained. (b) The strategic stock of the United States. The:
non-periodic use of this stock frequently affcets the tin market. The attached
table gives the detailed evclution of tin prices on the London and New York Markets.
(c) The expenses and costs of smelting facilities in the face of the cnergy crisis.
Since the energy crisis, Belgian, British and American foundries and refincries
have experienced a rise in cests; similarly, the cost of foundry installations
located in developing countries has become almost prohibitive. The inecrease in
expenses showed the following pattern: USH 0,24 per pound in 1974; US$ 0.48 per
pound in 1977 and US§ 0,50 per pound in 1978. These expenses include transport
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costs from the developing countries to Burope or to the North American markets.
This latter force, added %o the tin market, does not: tend to favour the creation
or the expansion of facilities in the developing countries in addition to the

pro jects being carried out in Bolivia, and one must not forget the African projects
in Rwanda and in Zairce (d) Ownership of extraction and processing facilities by
the Covernments of developing countrics.

65, A further factor on the tin market, in contrast to the situation with other

o metals, is the fact that the tin mining and treatment facilities belong in large
measurc to the Governments of developing countriess They are run by State-owned
enterprises. Bolivia nationalized its tin industry as early as 1952, despite the
fact that it still continued recently to export concentrates, Indonesia established
the first integrated government—owned enterprise in a developing country when it
nationalized tin activities on Belitung (Billiton) in 1957. At prescent it produces
metal itself, for the consumer markcts and for the London Mctal Exchange. In
Malaysia, a Covernment—owned holding company acquired control of the majority of
the activities of the British companies in ialaysia.

65, In Thailand, as in Zaire, there exist joint ventures and mixed corporations
in which the- Government of the host country has substantial controls The situation
‘is similar in Nigeria and in Rwanda. (e) The important role of transnational
corporations in marketing and smelting operationSe -

£7. In spite of this tprend toward appropriation by the State, several trans—
national corporations still play an important role at the level of processing and
marketing. The table below illustrates the concentration of transnationals in
the foundries, and the significant position of the Platino group should be noted.
However, due to the fact that the facilities belonging to these concerns arc
located for the most part in developing countries, the. governments of these
countries have thc upper hand in exercising increased control over the activities
of foundrics though they do not own them. Tn addition, the host countries benefit
from the value added, Gven though the profits derived from the foundry are
transferred abroads :
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Table 15, Concentration of tin smeltiny companics in 1975

: . Capacify in L
Corporation thousands - Percentage Cumulative
of tons - percentage

PLATIIO IV (Australia)

3razil, Halaysia, Higeria ' 99 500 29.5 2246
OVIIRSIAS CHINESE 3AVKIINS GROUP | o
(Malaysia) = . 40 000 o 17.1 4647
SHELL BILLITOH (Thailand) ~ 25 000 10,7 57.4
P.T. TIMAH (Indonesian dévt.) 26000 111 58.5
RIOTINTO ZINC (Copper G.B.) 20 000 8.5 77.0
COMIBOL (Bolivia) 14 000 5.0 83.0
GULF CHEMICALS (USA) -9 000 2.8 86.8
METALLURGIE HOBOKEI OVERPELT (3elgiwn) 5 000 2.1 88.9

3. - Tin market prospects

(2) Pattern of changes in consumption

(i) Short and medium torm

68, The prospects of the market for tin produced by developing countries can be
deemed good, if one bases oneself on the projections of the World Bank and on the
analyses of other markets. According to recent World Sank: estimates, tin '
consumption should increase 1.5 per cent yearly during the period up to 1985. The
same estimates forecast an approximate 1 per cent rise in price, in net terms,
over the same period (price basad on the high 1975-1977 level)., In contrast to
the world prices of other nmetals, the price of tin climbed during the second half
of 19G1.

(ii) Long term

59. Long-range analyses, however, point a somewhat pessimistic picture for the
producer countries, unless certain measures are taken, Indeed, a comparison
between production and consumption shows a positive balance in favour of productione
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Fl

Evolution of production in metriz tons

1972 - 1575 1980%

’ - 193 400 175 790 200 700

%  Mine productlions

70, The drop in production betwesn 1972 and 1975 was due chiefly to the increase
in costs following the oil crisis. An increase in production vas the answer to’
increased prices. Tndonesia and Thailand provided additional production greater
than the reductions affected by other aroducing countries.

Svolution of consumption in metric tons

w972 .. A 1977-1979 1980

214 200 173 900 130 000 177 400

71. The causes of #he decline in consumption can be summarized as follows:

(a) The recycling of tin is practiced less and less. For the 1979 period, in

" fact, recycled tin represented less than 2 per cent of the worlé's tin production.
For 1980, 30 per cent of aluminium beverage cans were produced by recyeling
aluminium, and it is hoped. that this figure will reach 50 per cent or more by
about 1985, whereas for tinplate the recycling of cans was lower than 1 per cent.
(b) the use of tinplate, the principal use of tin, nas declined 10 per cent in
the USA, and the production of cans has cropped 23 per cent in favour of aluminiume
This tin consumptioa rpond thrsatens ©o poss s2rious problems for tin producers
in the long run, due o & 1ack of veriical integration. In contrast to this,
aluminium is produced by large compani s (powerfal transnational . corporations
capable of taking oa tortal integratione

(b) Evolution of prices

22, The price of tin rose during the second quarter of 138l. From 1975 to 1979
the selling price doubled, with a mean of Ui 32.43 per kge (Malaysian dollars)e
From 1973.to 1380, ‘the price treblede One of the factors underlying the tripling
of prices was the discontinuance, at the end of 1378, of GeSeAs s2les, vhich had
totallad. 145 000 toris of tin meral from 1957 to 1375
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e Procurement and price fixing
l«  Procurement
SenArcment

73s  The procurcment of metallic tin or concentrates takes place along two dis-
tinet lines: procurensnt at the source and procuresment on the organized markets,

I
2

(a) Procurement at t

7he  The major tin consumecrs supply themselves directly either from the producers,
under agreements, or at the outlets from the Penang foundrics, in accordance with
“the original daily—auctioning system. Liodium sized concerns frequently operate
through brokers and dealers. :

(b) Procurement on the organized markets

75«  The organized markets for tin revolve about three ma jor centres: the
London market, or LeMeZs, the American stock exchanges, and the Penang market.
Bach market has its own ciaracteristics and Specific features. We shall briefly
run through these different organizations, dwelling in somewhat greater length
on the L.M.E, ‘ o -

2+ ' London Metal Rxchange (LeliaZ,)

. : : )
7% In London therc exists an extremely active exchange for non—ferrous metals,
the London Metal Exchange, or L.M,E. fictivity on this exchange iavolves hedging
far more than physical metal., It is onz of the paradoxes of %the non~farrous metal
-market, for it is a marginal market that is sensitive to local influcnces that
are highly speculative. ilovever, it serves as a price standard for commercial
transactions.involying physical metal,

(2) Origin of the L.M.E.

77« This market came iuto being following the industrial take—of of Europe.
This take—off was in fact accompanicd by a sharp rise in metal requirements,

while local productinn became insufficient, The concomitance of ncaeds and

shortage led to the search for, followed by the discovery of, large ore deposits
located throughout the colonial empires, Intensive mining followed, in order to
feed Zurope's nascent industries. Thesz new overseas activities sped up the
development of international trade, with the support of maritime transport, withous:
vhich this trade would have been meaningless, This development took place to the
advantage of certain markets and certzin cities that enjoyed particularly favourable
circumstances. This was especially the case of London, and the re=asons are :
threefold: o
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(1) Owing to the fact that Great Britain had begun industrialization
before other countries, it had a range of diversified industries.
Supplying them required large quantities of mineral rav materials.

(2) The very extensive British Impire housed the largest deposits then
worked, and the English groups already constituted powerful mining
and finance companieSs

(3) "Great Britain 2lso had the biggest oceangoing fleef in the world.

78+ It was thus natural for London, the political and economic capital of

the British Empire, to be the place best indicated for international trade.
Howevery the irregularity of consignment arrivals affeccted the supplying of

the market and was reflected in pronounced price fluctuations. With th2
improvement of communication means, traders were able to know in advance of the
arrival of a load in ingland and negotiate the purchase of it while it was still
on the 'scas Forward sales protected them against the risk of a drop in prices.
Customers, for their part, could schedule their procurements in advance and
avoid the risk of a rise in prices. :

e In order to facilitate their transactions, themerchants founded the
London Metal Exchange Company in 1875, The definition of precise rules of
exchange and the institute of daily price quotation sessions organized on a
‘ gtrict basis enabled the London Metal Zxchange rapidly to impose its authority
for the determination of the representative prices of the basic metals: first
of all copper and tin, then lead and zinc after 1920, and finally gilver in 1968
""and now gold. ' L

(b) Standardization of contracts

20, The appearance of a permanent market on which one was guaranteed that every
forward trading operation would result in the actual delivery or receipt of-a
given volume of metal of a specified grade resulted from the standardization of
the contracts concluded on the exchangce This standardization involved four
points: : ' o

(1) For each metal, futures transactions were concentrated on a single
form defined by its grade and its purity.

(2) A maximum'térm of three montlis was fixed for quotations {this was the
" © time needed for transporting copper to England from Chile via Cape Horm,
or tin from Malaysia via the Cane of Good Hope).

' (3) Transactions had to involve uniform lots (25 tons for copper, lead and
zine, 5 tons for tin, and 1 000 ounces troy for silver)s

(4) The metal necessarily had to be delivered to a warchouse approved by the
Exchange (initially, the approved warehouses were all located within
the United Kingdom, but the Leli.E. now has Customs—free warehouses
in Europe) ]
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- (e} The practice of hedging

8ls VWhile forward trading may have reduced the drawbacks inherent in price
fluctuations, it brought only a partial solution. Thus, a trader wio bought

metal for future delivery always ran the risk of sustaining a potential loss in

the event that the spot rate prevailing at the time when he rececived tiac metal

was definitely lower than the forward ratc that he paid; he was at a disadvantage,
in particular, with respect to his competitors who bought at that time, Conversely,
a trader who had sold forward lost a potenvial profit if the spot rate at the

time of delivery of the metal was higher than the forward price that he received,
Furthermore, anyone who possessed stocks ran a high risk of loss of capital on

the value of the stocks in the event of a drop in the priee of metal.

62, In order to protect themsclves against these risks, operators had recourse
to a form of hedge more claborate than mere forward selling or buying, Eedging
generally consists in combining a forward paysical transaction with a transaction
in the opposite direction S0 that future inflows and outflows of metal will offset
one another. In certain cases, hedging totally eliminates the price risk, just as
it eliminates, canccls or reduces profite The aim is to eliminate any risk of
loss,

83. Vhen a contract for future delivery is entered into, however, a low volume
of {rading does not alvays enable an operator desirous of covering himself to-
find a counterpart to his purchase or his sale for an equivalent period and
quantity. - The stepping~in of speculators remedied this market tightness to some
extent. These operators enter into transactiona without any hedge with a view
to deriving profit from price fluctuations which they anticipate, They rund the

. risk that their forccasts may not come true, and are totally responsible for the

risk of losses due to priec fluctuations,

3e Commodity exchianges in the Unitod States

84s In the United States, non~ferrous metal exchanges developed only at a later
dates The Wew York Commodity Zxchange (Comex), which trades in silver, copper,
mercury and gold, as well as in tin, was not created until 1520, The volume of
physical transactions is definitely lower than that of the L.MeZs Comex quotes
several delivery times, up to a maximumm of fourteen months, but the specified date
of delivery must fall in cortain months. The organization of the American commnodity
exchanges constitutes a slightly different system from that of the Le4eZey though

it is designed to fulfil the Same objectives: namely, to facilitate trade and

- provide diversified hedging possibilitics at all time,
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85, The operations can involve throe types of contracts

(i) spot contracts (cash contracts), which imply immediate- @clivery
of the metal; : . )
- {ii) forward contiractis, which result in the delivery of the metal at
a specified fuvure date; ' o
(iii) futures contracts, which a priori also imply delivery at a
specified fuvure date, but unc2r stiich the commitment can be
transferrves from one operator to anothers '

25 - Transactions involving spot cash or rorward contracts take place on the
spot (or physical, or cash) market, whersas operations relating to futures
contracts are handled on the futurcs markety the two markets are distincte.

The futures contract basically corresponds ro ihe forward contract of the L.ieEs

Le The Penang SPinang) market

87. Tn Malaysia there exists a spot narket for tin. On this merket, only cash
transactions take placcs Tt is the only tin market in the world on which trading
is done in physical volumes and not in the form of purchascs on Papers The
prices fixed serve as a standard throughout the entire world, except in Europcy

-

where the London Metal ixchange constitutes the standard.

Be Metal quotations

(a) On the Lali.Z.

88, Trading on exchan2s is conducted in aecordancd with very strict rulese. On
the LeMoZ. trading is done by auction, during two five-minute periods or rings
per metal; the official cuotation is the last price cried out at the end of the
sccond period. In fact, four quotations ars published: buyer and seller prices
for both spot and trpoe-nonth delivery. Lnothaer characteristic of this exchange
is the small number of persons participating in scssions. Indecd, the members of
the LeMsZ. are divided into two categories?

(1) The ring dealer members, numbering about thirty, are trading and

brokeraze establishments covering 2 yproad financial arca and doing
a large volume of trading; hey have a monopoly on opzrations on
the trading floor. The contracts traded in on the LeMea are principal
to principal: 1ale, CVEIYy transaction on the exchange is concluded
between two ring dealer membeors who pledge their own financially very
solid liability. This system, combined with small deposits required
from clients on operations undertaken, makes it possible to reduce the
cost of futures trading. '
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(2) The other members, of whom there are approximately one nundred,

- have an observer and can nlace orders during sessions through the
intermediary of a member of the ring. The vast ma jority of operators
do not have access to exchanse trading sessions and consequently can
trade only through their brokers; the latter must turn to a member
of the ring in the event that they themsclves do not belong to it.

(b) On Comex

G9.  Comex, like many other exchanges, has a clearing housc in which buying and
selling are cleared cach day. Furthemmere, every forward transaction requires
that a deposit be put uUp, represcnting a percentage of the anlount of the operation.

e
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CEAPTER  JI1

THE ACTTION OF THE TRAHSNATIONAL CORPORATIONS
Ol THE MECHANLSM CF PRICE CONTROL

90,. A peculiar feature of the tin market is the absence of any given group in
] the fixing of prices, Tuis is not the case with other basic metalsa Tuwo factors
account for this: the very history of +hwe market for this commodity and its
geographic distribution. Hell before the second world war, in fact, tin producers
felt the need to band togzther in an agsociation in order to defend their
interests, and after the war the major tin-producing facilitics vwere nationalizeds

91, For the most part it is developing countries, through their governnent-owned
cornorations, that account for the bulk of the world's production. The association
of these countries in an international forum in which certain consumer countries
take part made it possible to establish procedures for exporting the product and
fixing prices acceptable to all, by mutual consente.

92. This structure put an end to tac speculative game of the large transnational
corporations in the field of tine The play in which they can still indulge is
that of the commodity exchange. Their frosdom in this process; however, is
limited by the manocuvres of the International Tin Council..

93.- As already mentionad, tin is at present the only non—~ferrous metal on which
there has been a policy of stabilization undeor international agrecments. This
international accord ccmstitutes a sort of international convention having the
value of a treaty, the purpose of which is to steady the market, to adjust
production to consumption, and to stabilizo pricese.

A.‘ Theoretical -aspects of markoet stabilization

1. The principle of stabilization of an international metal market

9l The, goal of medinm—term stabilization of the international market of a metal,
which is actually tantamount to the climinztion of sharp pricc fluctuations over
a period of years, raises two problems:

(i) Thers must exist an international price standard, the medium-tern
evolution of vhich is a faithful reflection of the production/consumption
ratios. Ouch a price should scrve as a standard for establishing the
rates on international trading in the metal. In the case of basic
metals, the London Metal Zxchange price quotations met these criteria.
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(11) Stabilizatien of prices cannot be considered an end in itself; sound,
effective repulation of the market has to operate at the lavel of the
tailoring of production to consumptions Regulation thus assumes a
continual balance between the twos iece, the climination of phases
of overproduction and phascs of short-age; but these are engendered by
phenomena unrelated to the international metal market, which run up
against the rigidity of production. Hence the difficuley of totally
eliminating the succession of periods of overproduction and shortage
through remilation.

Ze Tiho seone of an intsrmationn] wavkot stabilization policy

95« A stabilization policy must cover two aspects: the preventive aspcet and
the therapeutic aspects It must come into play vhenever imbalances to be

fought appear, During a phase of overproduction, measures must be instituted
during the course of the process of doelines An initial means consists in
restrictions on exportation or pProduction. A seccond means consists in soaking
up surpluses by buying up the mctal (on the commodity market and also directly
from producers) and storing it until the overproduction has been absorbed, In
order for this system to be effective, these measures would have to be implemented
very quickly, and this poscs problems of financing purchases and subsequent
ligaidation of stocks. ' :

5. Full effectivencss of these measures involves a twofold effecté: on the one
hand, direct reduction of the gap betwrecn the metal supply and <emand; on the
other hand, rcorientation of operator expoctations and the triggering of a
cumulative process of risc that to some oxtent imparts a new impetus to the demand
and cuts back the supply, thus reinforcing the dircet effcct of thesc measures,

97. During a period of scarcity, stabilization measures are gearcd toward
increasing supply aad keeping down demand. Swelling of the supply camnot. arise
from increased production, since capacities arc fully used, denca, one solution
contemplated is to maintain on a permanent basis a surplus production capacity,
the idle portion of whicih could readily be put to use in the event of an .
acceleration of the domand. This solution runs up against two obstaclos: it is
anti-cconomic for the producer, whosc overhead charges would incroase ncavily;
furtiermore, the producss countriecs-often have large-scale problems of cconomjc
development and mobilize all their resources in order to solve them. Consequently,
even with an equalization of charges between producers and consumers, this
solution is quite likely to be unfavourable to thems What is more, the situation
of scarcity that increascs their export revenues is advantageous to them,

98. An increase in supply can thus only stem from the sale of stocks previously
ouilt up, as, for example, during a phase of overproduction: this is the principle
of the buffer stock, Under favourable conditions, metal sales on the comnodity
market have a two-folcd offcct: ‘they narrow the gap between supply and demand and
trigger a cumulative process of decline (orlslow down the process of increase),
thus strengthening the regulatory aetion,
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99, The prerequisites for the efficacy of a policy of stabilization of a metal
market are: agreement on a common strategy (among members) and control. over the
ma jor portion of the international market for the metal. From the practical
standpoint, stabilization raises several problems, the answers to which depend,
in particular, on good statistical knowledge of the metal market: - ~

(1) - the distribution of the costs ‘of stabilization measures, and
in partieular the financing of the buffer stock;.

(ii) the determination of the amount of such financing;
(iii) the definition and allocation of production and export quotas;

(iv) the determination of the price levels below or above which action
must be taken. C

B. The stabilization of the tin market or the role of the .
International Tin Council

le | Tle nistory of the jinternational tin agrcements

100. The history of the attempts to stabilize the international tin market
" unfolded in three phases: : o ‘

Phase 1 This is the phase of the private agreement of the Bandoeng Pool. As
~ “@arly as 1921 the Federated ialay States and the Netherlands Indies
had come to an agreement on reacving against a price slump and a
situation of overproduction.
Phase 2  This was dominated by the inter—governmental accord reached in 1931
~ following the ercation of the Tin Producers’ Association in 1925-1930.
This agreement was rencwed in. 1934, :in 1937 and in 1942.

101.. The States came to an understanding for the setting-up of an International

. Tin Committee whose action legally came to an end in 1945, whercas in actual
practice it had ceased to exist as of 1533, During its existence, the Committee
had to face the crisis of the nineteen—thirties and the period of overproduction
following 1935« In an endeavour to stabilize prices, the Cormittee resorted to
‘two important measures: (a) Restrictions on production (the quotas allotted to
each country ranged from 49 per cent to 35 per cent in 1938). (b) Buffer stocks.
Their function was to absorb or soak up excesses. ‘They did so on three occasions.
The 1937 accord added a third measure to the existing provisions, Its objective

---.was in fact to regulatc production and eciports so-as to tailor production to

. consumption, to prevent rapid, severe price fluctuations, and to maintain
" yeasonable stockse.

Phase 3 The third stage, which began in 1945, brought with it an additional
dimension: Wherecas previously everything took place among producers,
it was thought in this stage that consumers could be brought into the
process. The International Tin Study Group was then createds
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102. This Group had now power to coerce, but it was in charge of preparing the
statistics on production and consumption, and in this capacity it made recommenda-
-tions' to the governmentse "As early as 1948 this Study Group was to prepare an
‘intermational commodity agreecment of the type defined in Havana. The idea met
Wwith American opposition.: This opposition lay at the basc of the failure of the
1st Geneva Conference in 1950,

103+ Hotwithstanding this failure, in 1953 the Group established an Intermational
Tin Agreement. It did not take effect, however, until 1 July 1955. Since that
time agreements have been reached every five years (1956 — 1951 ~ 1956 - 1971 -
1976 - 1981)s These accords are governed by the Intermational Tin Council (ITC).
This third phase has been characterized by an ever—growing number of narticlpatlng
countries, and this has led to broader control over production and world
consumption. Witk the 5th Agreement, more than 90 per cent of consumption (through
the joining of the United States) is controlled by the International Tin Council.

2a Obicctives of the Tin Agreements

104, The aims of these different accords have evolved with the situation of the
moments The first agreement was signed at a point when there existed considerable
surplus production owing 4o the cessation of- Americ®n strategic buying. Price
stability was a secondary aime American strategic buying had in fact led to
sizeable investments giving rise to laege production capacitics. When the
purchases stopped, these became surplus capacities. This first agreement set up
export restrictions for long periods, :

105+ The second agreement was signed at the point when these restrictive measures
threatened to create a situation of umderproduction, on the one hand, and on the
other, there existed uncertainty as to whether the Americans mipght now put part
of their strategic stock, which had become surplus, back on the market. The third
agreement came a year after the creation of UNCTAD. Among its objectives one
already finds the conciliation of the concerns of the producer States, whose
developnment is tied up with export revenue, and those of the consumers, desirous
of having a regular supply at so-called equitable prices.s It was at the time of
this agreement that the liquidation of non=commercial stocks was contemplated for
the first time. In the short term, the agreement stressed price stability, and 1n
the long term, expansion of markets and a balance between productlon and con-
sumption.

105, One of the goals was to increase the resources of the producer countries and
to speed up their economic growth and their social development., It was then that
the notions of remunerative receipts for producers and adequate supplies for
consumers at fair prices made their appearances The fourth accord, which differed
little from the third in its aims, placed the buffer stock in its normal perspectiv
Here it played its true role of regulation that must precede export restriction
measures, whereas these constituted nearly the sole precccupation of the first
agrecment,
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107. The fifth agreenent formulated the nrinciple of reconcilation between the
jnterests of producer couniries and consuwmer countries in a somewhat different
mannere In it the stress was placed ons :

(a) inereaseq cfficiency in the usc of tin so as to aid in conserving
world roScUrces; '

(b) 1loeal nrocessing, the promotion of more effective metlods, the
development of markets in the producing countries and their role
in marketings :

108, In short, tune practical problem that detormined the policy carried on
tharough the different agreenents remained fundamentally the samc: to closs, in
so far as possible, the gaps hetween production and consumption sc as to attenuate
nedium-tern price fiuctuations. The izt agreenent started in turbulence, with
Jolivia questioning the #1oor prices sct Y the Councils Only with- considerable
difficulty did the agrecment nenage to rzconecile the disfercnt. partners. The
sixth agreement went imto cffest on 1 July 1282 for a five-ycar neriod, with the
possibility of an extcnsion for an additional two yearsSs i+ calls for a total
buffor stock of 29 550 toms of tin 28 soll as controls on exportation, as
mechanisms for stabilizing the pricc of the metal within a range of intarvention

that might bed modified on the basis of medium-term price trends.

6]

109, This agrecment did not enjoy thie sams ananimity that the r£ifyh <ide Thus
Bolivia, onc of the principal produccrsy 2as not yet signed the agproencnyy nor

has the United States of America, a big CONSumere The important fact during this
sixth—agreement period is the attompt to create an Association of Producing Countrics;
but the project sccms to ae off to a bad start, owing to the signdficant differences
of opinion between tic o main interested partics, ilalaysia and Indonesia.- Thesc
two countries, along with Thailand, were to prepars & proposad Tin Association and
submit the draft {o tic fourth ministerial masting of producer‘countries in Lagos

on 20 llovember 1907. fuly joint project is now out of the questions Ui the contrary,
Malaysia and Indoncsia anel had to subnit their own versions of the way in which
thoy viewed the structuring of such an association. Malaysia would like the tin-
producing countrics to group together so as o dispose of the neccosary financial
pesources for carrying cut buffer-stock oporations and fer satting. up export
controls.

110. Indonesia, for its part, recls that that is the role of thue sizth International
Tin Agreement., The Aivergencies betweon -he two countries further relate to the
manner of exercising the right to vote within the producing country groups Another
point to which attention should be called is the attituds of the Internatibnal
Monetary Fumd toward tno sixnth agreements 02 Fun ruled that its-zvailable funds
for financing buffer stocks could be uscd to assist the member countries in paying
for their compulsory contributions te zha buffer stocks
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111, The Fund's disposable moacys for tio fiuancing of buffer stocks Vit also
covers products other th:n tin) weare made available in 1959 and can provide part
of the payments toward which the momber countries of internaticnal apreaments
having buffer stocks are required to contribute; in accordance with terms and
conditions determined by the Fund and sudject to a certain number of established
eriteria. Drawings uey bo wade in an amoun” correspuinding to BU per cent of the
maximua contribution of the nember country. Whenever such a country makes use of
the Fund's disposible rescurces, it wilertakos to conperats with the Fund in
secking solutions to its balance-of-payments difficulties.

112, Since the disposable funds for the financing of buffer stocks were made
available, the International Monetary Pund has provided its assistance to the
memoer countrics of the fourth and fiftl: Intermational Tin Agreenents (1971--1975
and 1975-1982). The sixth agrecment calls for the naintaining of resirictions
throughout 1263. These restrictions arcsently represent 35 per cent of the
normal export amount. It hopes in this way to sustain the price wiaich, for the
end of 1982, is in the noighbourhood of & 7 400 (sterling) per ton, or over
Us$ 14 000,

3. Tic nzchanism of the Tin Agrecnonts

—

113« The agreements arc poverned by %he International Tin Council. This is an
equal-membership zgsney hoth of whosc sides, producers and consumcrs, have equal
powers. It convencs periodically in ovrder to eoxamine the situation in the light .
of the statistics with a view to taking tho nacessary measures for implementing

the policy of stabilization. Decisions arce adopred not by vote, but by consensus.
In order to achieve the stabilization of the tin narket, the Council makes usc of
the following instruments: ceiling and floor prices; baffer stock; and export
control. '

(2) >Pricus

114, The Council cstablishes a price seale divided into threc secotors. The

floor price and the -~eiling price arc determined in such a way as {o mark off

the level that is supposed to insure long—tern equilibrium between production and
consurption; this level corresponds to the price trend. Inasmuch as the latter

is the result of tiic cevelopment of procduction costs and monetary erosion, floor
and ceiling prices have to be adjusted pariodically, though this adjastment is not
Jone automatically by indexing. It should be pointed out that in all the agreements
the adjustments have been upward ones. The “loor price is one that guarantees
minirun receipts for producers and scourity for investors, '



—— e -

B/3CA/TNCTC/36
Page 43

(b} Tho buffer stock

115. The International Council has constituted a stock that enables it to
intervene on the market in either direction in order to check imbalances that
are deteimental to the Council partners. The role of a buffer stock should be
to correct short and medium~tern straying movements. In actual practice, the
stock reacts as follous: If the standard pricé drops into the lower reaches, lecey
g toward the floor price, but without attaining it, the stock Manager may operate,
provided that he has a net buying position. If the reference price reaches the
floor price, the lanager must buy. If the standard price climbs into the upper
. reaches, but does not attain the ceiling price,. the Manager may operate, provided
that he is a net buyer. In the event that the standard price hits the ceiling,
the HManaper must buy. If the refercnece price fluctuates within +he middle reaches,
the Manager may not operate unless he is authorized to do so by the Council.

— Stock volume

115, This volume was set. at 25 000 tons in the first agreement, but was cut
Hack to 20 000 tons in the subsequent oness This volume amounts to more than a
month's consumption. At times this quantity is inadequate, but the Council can
resort to borrowing, giving warrants as a puaranty. Yet the problem of financing
hampgrs the Council in its manocuvres in this area. '

~ Stock financing

117. The financing of the buffer stock is borne by the producers, with voluntary
contributions on the part of the consumer countrics. Nevertheless, the fifth
agrecment set a non-compulsory contribution goal for the consumers, equalling

the charges borne by the producerse The consumers have always refused to accept
the obligation to contribute toward stock chargese This attitude introduces an
element of dissymmetry invo the systema

(c¢) Controlling of exports

118, Restrictions on exporting constitute the ultimate measures to which the
Council resorts when the stock actiom remzins ineffectual. These measures are
difficult for the producers to withstand, so that the Council has resource to
them only in certzin extreme cases. On the whole, the producers alone have to
bear the rigorous aspccts of the mechanism of stabilization. ‘
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3. An overall assessment of the Agreements

119, The different accords have made it possible to bring together in a single
association over 90 per cent of production and nearly 20 per cent of consumption,
Included among the consumers are France, the German Federal Republic, Japan
{world's second largest consumer), and, since the fifth agreement, the United
States, after long resistancs, despite the growing interest manifested, The USSR
has been present sincc the fourth agresement, but with a special status connected
with its refusal to provide internal statistics or information on future estimates,
This is already a remarkable degree of success. Added to this are the diplomatic
successes achieved at the time of the first agreement. The Council actually
managed to obtain restrictions on Sovict exports that were banging the market,

It has also obtained moderation on the part of the USA, and at times the suspension
of sales of stratzgic stocks. And in this way a modus vivendi has become
established,

120 As relates to action on the market, the agreements have mada it possible to
bring about the conditions for the efficacy of a stabilization policy. The
dissymmetry between the conditions under which intervention takes place when thers
is a cumulative domward trend in a situation of overproduction is quite clearly
apparent. Buffer-stock buying backed up by export controls in times of marked
overproduction (especially in 1958-1353) have made it possible constantly to . .
maintain tin prices above the floor, : Jut the stock was not capabls of halting the
exaggerated rising trends (beyond the ceiling price) that took place in 1961,
1964~65, 1956, and finally in 1973~74 and 1900. Checking these movements would
have required very sizeable financial means, for the increases were engendered by
psychotic phenomena of anticipation, Hevertheless, the International Tin Agreements
have had a stabilizing effect, in the sense that the repercussions of the gaps
between production and consumption on prices were attenuated, despite the _
consequences of the enormous strategic stock build-up of the United States or the
Soviet sales in the ninetcen-fiftics, ' -

1214 An essential goal of the agreements is price stability and a suitable: .
balance between production and consumptiocns No one would dispute the fact that
the accords have resulted in a better tailoring of production to consumption, As
far as price stability is concerned, it scems important to point out that an
agreement which as a matter of principle maintains a sector freec of any intervention,
camnot pretend to achieve price stability in the short term; 2 study of the daily
non~ferrous matal quotations on the LelisZe shows that on a day~to—~day basis tin .
is nearly as erratic as copper. However, a look at the monthly and yearly average
price curves shows that since 1952 tin price fluctuations have exhibited a far
less unsteady pattern than copper, lead or zinc. That is where one can see the
effectiveness of product agreement on medium—term behaviour, '

122, 1If one looks closely, one notes that the Tin Council lopped off all the
troughs in the curve, As mentioned above, the Council's great succzss is to

have constantly defended the floor price and to have managed to achicve this
goale An examinetion of the evolution of prices in real terms and not in current
money, over a very long period, shows that:
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(i) During the time between the two wars the osci lations of tin; synchronous
with those of copper, lead and zinc, developed in line with a horizontal
trend; whereas the latter three matals lost half of their buying power
(more than a defenre of stabilizaticn, there was a defense of pricas).

(ii) From 1953 to 1373 and real prices of the four wmetals were clearly above
the prices between the tiro wars, but in the case of tin one notes
» o that ther: was a plateau during the first ten years, and a higher ,
level thercafter. ‘ S :

* (iii) During tbo same period, rubber ard sugar lost a large part of their
real value, and wheat steadily droppeds :

123, On the basis of these considerations one can conclude that, while the tin
accords may not have guaranteed perfect price stability, price performances or
the whole were higher than for the other non—ferrous metals quoted in London,
and especially more so than agricultural procducts, It should be pointed out;
however, that since the outset The measures to be taken in case of a shortags
contained in the agreements have been purely formal, There are several reasons
for thiss. ' : o : :

(i) the offective measures that one might imagine would invelve
distributing the available metal. Sucl measures would be an attach
on the structures of liberal trade, as it is understood in the
majority of the consumer countrizs, and these nations have never
resolved in favour of thom. C ' '

(3i) a larger buffer stock would make it ecasier to defend the ceiling,
provided tiat the metal were accumulated while defending the f.oore
The financing of tha stock has always been a bore of contention
between consumers and produccrs. What is more; the fact that the
Council would be able to buy up a very sizeable stock woulid spur
increased development of mining capacities; and this would lead to
overproduction that would become chronice. o -
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CHAPTER IV

TRANSHATIOHAL CORPORATIONS I ZATRE TIN INDJSTRY

As Introduction

124, Tin exploitation in Zaire is carried on by joint ventures between the State
of Zaire and foreign groups, The most important among these groups are Belgian.
The French groups have projects that wiil materialize in the near future. The
Belgian groups have been in existence in Zaire for a verv long time, as a result
of the colecnization of Zaire, then thz Congo, by Belgium. Among these groups,

two are quite big: the Glomin:s group and the Empain group. Francs is represented
by the B.R.GuM. group (Bureau des rechnrches gologiques et minidres), The

history of the Belgian groups is tiad up with the history of colonization and the
movements toward economic independence that have marked the relations between
Belgium and Zaire for over twenty years. ‘ '

125, The French group bears the stamp of the opening of the Zairian econony
toward the outside world other han Selgiume A trip through the pre—~colonial
period and the perios folloving the amnczation of the Congo to Belgium will
provide an understaading of the origin of the charters of these companies,

Be The origin of the Belgian_g;ougg
1. Géomines

(2) fThe Charter

126. Corporate style: Compagniec glologicue et miridre des Ingénieurs et
Industriels Belges., GSomines was founded in 1910 as a corporation exigting
under Belgian law with 3elgian capital belonging to a2 group of geologists and
industrialists from the Lidge arez in 3elgium,

127, The company's aim was to gather information in Katanga on deposits of
mineral substances of any and all natures, to have thesc deposits studied at
their locations and take all action with a viow to obtaining any and all research
permits and mining concessions, and finally, to create any and all companies,

- whose memorandum and articles of association must be approved by the CoS.K.
(Comits spicial du Katanga, which constituted the granting authority) and whose
purpose was to work the mines discovered, sell their products, and carry out any
operations ancillary to mining, Iain o fice: Lidges Duration: 30 years;
Authorized capital stock: 2 340 000 3elpian francs, divided among 78 shares
each having a valuz o7 30 000 Belgina francs. The realization of this goal
necessitated sending to the Congo a group of geclogists and prospectors who
discovered the Kaldmic coal field in 1911,
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128, In 1913 they discovered the MANONG field, and mining followed in 1916
(initial production: 30 tons). At a distance of 117 km from Manono the Muanza
deposit was reconnoitred. These two deposits constituted the Géomines concession
at the times ' ‘

(b) Capital developments

129. 3y a resolution of the Extraordinary Sharcholders' Meeting of 9/1/1923

the capital was raiscd from 12 to 15 million, through the creation of 15 000 new
’ shares, each of a value of 250 F. In additiom, 8 000 adv B.shares wers created

and distributed to the ¢, This new 15 000-share issue was subscribed for by:

Nagelmackers Fils & Cos Bank: 3 000 shares, or 3.2 million francs; and

Joms Allard Bank: 5 000 shares (3.2 million francs).

130, Taese two financial groups undertook to offer the shareholders, at public
sale and within two months, the right to subscribe for the nmew shares at the
price of 400 F each and in the proportion of one new share to three old ones.
Then the capital incrzases decrzz2 on 19/4/1320 were effected, 32 350 shares
were created, distributed thus: - 17 950 shares were allocated as follows:

5 170 to Socist? minidre congolaise pursuant to its agreements with Géomines

and representing its share in the charpes of the old stock as well as the
benefits of its appreciationj 30 to Consulting Engineer and lission Head

Mr. Minette d'Oulbaye; 10 530 to the 14 C4O old shares; 1 170 %o the Board of
Directors and the Teclmnical Soard; 24 000 3 shares were delievered to the CSK.
As a resolution of thé Extraordinary Shareholders’ Meeting held on 10/12/1929,
the company's registered capital was raised from 15 to 200 million francs through
the floating of 736 000 250-franc shares issued at 300 francs each. The same
Meeting resolved to extend the duration of the company for an additional 30-year
period-

131, This capital increase made it possible to step up activities in the field.

The hydroelectric powrer plant was built in 1930 and provided current starting

in 1933. With the advent of electricity, the facilities were mechanized (1936 -
washing plants with jigs, trommel, powsr shovels). Maximum development was attained
owing to the imperatives of the second world war of 1940~1945. The Congo
participated in the war effort.s It was during this period that the Manono
‘electromechaniezl- shops were developed in order to meet the needs for replacement
parts that could not come from Europe during wartime. '

132, In 1940 cassiterite production amounted to 5 000 tons. This was the highest
figure that the company ever reached, The foundry was installed in 1337. 1t was
equippe& with electrical furnances. During this time the company was mining
yeathered pegmatites and laterites (soft ores not requiring any drilling). The
year 1949 witnessed the beginning of erection of a 370-ton concentratpr.designed
to process hard pegmatites For reasons of a technical and economical order the
concentrator was sbut down in August 1955« Exploitation of the weathered and not-—
so-weathered part continued. For the latter, it was necessary to use drilling,

- undercutting and crushing methods.
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(e¢) The new Céomines of 1950

133« 1In 1950 a new Géomines, 2 Congolese corporation having its headquarters
at Manono, was created, Mining, ore processing and related operations. --Subject
to an extension agreement, the company was set up to last until 12 March 1930,
Nominal capital of 200 million Congolese francs, represented by 300 000 shares
having a face value of 250 francs, paid up in full. The CSK had the right to
subscribe for a maximum of 20 per cent of any capital increases Out of the
company's net profit Y per cent is deducted for the purpose of cohstituting a
reserve. fund. This deduction ceases to be coimpuisory ouce the fund reaches

10 per cent of the nominal capitale If possible, a maximum of 5 per cent by
way of an optional bonus to employees, ‘

134e Out of the profit surplus royalties are payable to the CSK (12 per cent

of 'the profits if they are lower than 7 per cent of the authorized capital,

25 per cent between 19 and 15 per ceat, 40 per cent between 15 and 35 per cent,

50 per cent beyond this, and 50 per cent only if what are involved are not diamond,
gold or precious~stone deposits), anc 7.5 per cent to the members of the Board

of Directors except if the distributable profits are not in excess of 7 per cent
of the capital, otherwise, Directors would be entitled only to the yearly

5 000-F fee; the balance went to the shares of stock,

(i) Amendments to the by—laws

135« At the Extraordinary Shareholdors? Meeting held § June 1950, 400 000 3
shares belonging to the CSK were eliminated. Independently of the right to

vote attached to the shares of stock, the CSK continued to enjoy voting rights
equal to one~third of the total number of votes that could be exercised at
Shareholderst Heetings. However, there was a change in the distribution of
profits. By a royal decree of 27 liay 1952, the nominal capital was raised to

700 million Congolese francs through the floating of 500 000 new shares each

for a2 par value of 1 000 francs. Subgeription was as follows: 100 000 shares

at Fr 1 000 - Fr 12 by way of costs by 0SK. 280 000 shares by Socisti Ginirale of
Belgium. 120 000 shares by 3Banque Hagelmackers Fils & Cie.

-

136, These shares werc then’ offered to the stockholders at +the sanc price. The
800 000 old shares (Fr 250 cach) were also fransformed into 200 000 shares for

Fr 1 000 each, by exchanging four old shares for one 1 00C—franc share, without
any fractions being issued, In this way, the nominal capital of 700 million
Congolese francs was represented by 700 000 shares of 1 000 Congolese francs each,

(ii) Glomines as a Belgian-law corporation '

137, A few days prior to the independence of the Congo a law promlgated. in
Belgium turned Gdomines into a company organized and existing under 3elgian law,

In order to meet this -new situation, the Extraordinary Shareholders? Meeting of
20/12/1953 amendeéd the company's by-laws in order to bring them into harmony with
Belgian law. Actually; Belgium created two Géomines corporations. Thus the Congo
subsequently lost all its riphts in this corporation, while as granting authority

it inherited all those accuired by the CSK, In the field production had diminished
to some extent (25 000 tons from the end of 1952 to 19593 as a result of the tight
cuota restrictions on tin required Dy the International Tin Council,
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138. As a result of the social and political disorder that followed upon the
Congo's indepencence, the activities of the company in the Congo were suspended
from July 1950 to April 1961, One effect of these avents was to give a momentary
jolt to confidence in outside circles. - Recovery had barely taken place, and with
great difficulty, from these disturbances when others, subsequent o the Mulilist
jnsurrection, occurred, preventing normal activities: personnel working at Manono
nad to be evacuated and there was great loss of matiriele In 1907, the revolt

of the mercenarics created panic in the foreign circles at Manono; nevertheless,
it was still posgivle to achieve = production of 2 700 tons.

(d) Interests held

139, Géomines had acquired interests in a number of mining companies and
cbrporations'created during the period wien it carried on its activities in the
Congoe Among them ons misht mention: OSubscriptions in Syluma: it had subscribed
for a capital of + 5 million francs represented by 9 995 shares of stock; interests
in Sogétains Giomines! subscription was 5 000 shares, each for a value of 1 000
francs; interest in Socists inidre de Kamola (SOMIKA): it had subseribed for 1312
shares out of a total of 17 00, for 1 000 france each, it also hal participations

in Sociét? des charbons de la Lukusa, in Chimmplo, in Socists financilre et

minidre de la Lueta, and .in Indumincs. ' '

(e) Creation-of Congo Etain-(Zairétain)

140, Under the Dakajike law of 1558, the State resumed in full its power as
granting authoritys. Corporations that had sxisted prior to thal dete wers
compelled to refilc applications for the permits held by them. A8 a result of

the negotiations andertaken between the State of the Congo an? Glomines, agrecments
were reached that led to the creation of the Congo Ztain cOmpainy, gterting

1 January 1957; this company carriod on with the activitizs of Giomines in Zairces
Tt is a mized corporation in which %he pariners cach hold 59 ner cant of the sharsas,
and it was created under Congolesa lats

141. The share of the State was covared by the concession, wiile +that of Géomines
was constituted by the equipment and installations in place in 1957 It was in
fact Tomines Congo that Dbecame the partner of the Congolese Statee Jnder these
agreements, Giomines took over the management of Congo Ttain. When the country
changed names, the Congo becoming Zairs, the Congo Ztain company bacame Zairdtaine
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(f) Glomines throuphout the world

142. Today Giomines' activities extend wcll beyond the frontiors of Zaire and
Felgiums

(i) In Rwanda

In the area of tin, G2omines mines cassiterite and related metals in Rwanda,
where it has created a2 mining company under the name 5EO Rwanda, In Rwanda, as
in Zaire, there were a swarm of small coupanies that exploited tin. In 1573,
following a spectacular change in leadership, Géomines succeeded in uniting all
these companics in 2 single corporation: Somirwa, a corporation in which Géomines
holds 51 per cent and the State of Rwanda, 49 per cent. Somirwa is governed by a
Board of Directcrs, the chairmanship of which is ensured by Giomines, while two
managing directors represent Rwanda and Glomines, respectivelye. The entire mining
industry in Rwanda is in the hands of Somirwa. Desirous of inereasing the value—
added, the State of Rwanda dcemed it advisable to smelt the cassiterite locally,
in order to export only tin metal.

143. GSomines detachoad itself from the State on this point: thus the foundry
belongs to the State and works for Somirwa on a special—order basis. The foundry
was designed for a yearly capacity of 2 900 tons, a volume that Somirwa does not
managze to supply to it: hence the cconomic feasibility of the foundry is
questionable. Farthermore, in Rwanda as in Zaire, placers arc becoming depleted.
Large amounts of capital are required for the purpdse of carrying oubt geclogical
studies and operating on the primary depositse Géomines has been unable to get
together the neccssary funds, and has requested the Rwandese Govermment cither to
back the loazns or t» borrow on the market itself. The impasse has yet to be
resclved, and Somiruz is doing poorly.

Aside from Rwanda, Géomines is present in Portugal and in the United States
(Gmonlnes Incorporatzd), in Arizona, Thz authorized capital of Giomines, a 3elgian
corporation, is 200 million Belgian francs.

(g) Giomincs prospocts

lid.  Inlike many other mining grouns, Glomines is not attached to any specific
financial group, despite the presence of the Nagelmackers Bank amony its share-
holders. In Africa Giomines is confroanted srith a worrisome situatione. The placers
are running out in Jaire and in Rwanda alike. devertheless, withia its concessiocns
there exist primary deposits containing abundant and fairly rich reserves, Working
these requires large amounts of capital, on the order of US§ 2C million. Géomines
considers that it cannot come up with this sum by itself. It is domanding that its
partners, and in the case in hand the Governments, guarantee thesc loans or make
the required financial means available to it.
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145, In Belgium Giomines possesses cztensive assets, Conscquently, it ought
to enjoy credit rcadily in that country if it truly so wished. It explains
its not obtaining the desired credit by hesitation on the part of financiers
with respect to a project for exploiting the hard rock. This raticence, it
says, is motivated by two reasons: Reoncmically, the project is a difficult
problem; the project is not totally mature, and the engineering is still
incomplete. Géomines has nevertheless concluded in its studies of the project
hat under the preseat circumstances it is economically feasibles Otherwise it
» would not press the States in cquestion tc back bank loans. Unless exploitation
" of the hard rock takes place in the ncar future, Glomines activities in Africa
. will shortly come to an end.

146, As relates to the project for upgrading lithium carbonate, a mineral
associated with pegmatite at Manono, G2omines executives have remained circumspect.
The lithium market is very difficult. The Americans and the Canadians have a
tipht grip on it. The lithium carbonate market was saturated a fow years ago,
although aluminium metallurgy has enhanced the possibilities for utilizing it.
Indeed, lithium carbonate hag .an attractive property: -namely, that it reduces
energy consumption, something that is not to be overlooked at a time like the
present, vhen watchfulness is exerciscd in every direction with regard to energy
savings.

147. In Africa, Glomines' current goals ars: {a) to maintain and develop its
activities in Zaire and in Rwanda in spite of the difficulties facing it in each
of these countries; and (b) to develon a certain agricultural aspect. In the
lanono region, this project has already timidly reached the realizatior phase.

2 From the eastern mining companics to Sominki

148, In order to understand the history of the mining companies in the East, it

is necessary to go back to the creation of the Compagnie des chemins de fer du
Congo supfrieur auz Tmands Lacs africains (C.F.L. -» Upper-Congo-to~the-African—
Great—Lakes Railways Company) and the foundirng of the Comité Hational de Kivu (cNK),
both of which constitutoed granting autiorities. We shall briefly run through the
holders of concesscion—granting power at the timz, and Five an overview of the
agreements subsequently entered into betwcen these two organizations and the
Congolese State (now Zaire).

(a) The Compamic des chemins de fer du Conso Supdrieur aux Grands Lacs
Africains {CFL)

(i) . Creation of the CFL

143. The origin of the company dates back to the beginning of the century, when
. Ompain was entrustcd by the Congo Free State (letter dated 7/10/1901) to found
a company with an authorized capital of 25 million francs. This company was the
future CF., which emerged from the 4 January 1902 agreement betwzen the Congo Free
State and the Compagnic belge des chenins de fer rdunis. The CFL was thus created
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in 1902, The aforementioned agreament defined its role in this way: The Congo
Free State grants the CFL, for a period of 99 years starting 1 January 1902, the
concessiont (a) for a railway connecting the Congo downstream and upstream of
Stanleyvill to Lake Idward; (b) for a railway connecting the Congo downstream
and upstream of Nyangwz te Lake Tanganyika.

- 150. The State grants the company the usz of all necessary land for the establishe
ment of the track and its appurtenances, The State grants the company 4 million
hectares of land and forests, to be dosipgnated by the State. This concession shall
increase pari passu with the growth of the company's capital. The State authorizes
the company to carry out mining explorstion in the subsoil, In the event that
mineral deposits are discovered, the State grants it a mining concession therefor,
and such mining shall be carried on either by the company itself opr Dy subsidiaries
to be established, '

151. TIf the company itself is the operator, one-half of the nct profits made
shall be turned over to the State. Tn the event that subsidiaries are created,
one-half of the contributions and benefits shall be turned over to the State,

Upon the expiry of the concession period, the State shall take possession of

the railway and equipment, The company's capital is set at 25 million, represented
by 100 000 shares of stockes There are further created 100 000 dividend shares,
which shall be registered for a 25~year periode The capital shall be increased
gradually as the lines are built,

1524 One provision of the charter specifies that the Congo Free State shall have
the right to take over the operation of the railway for its own account at any time,
turning over to the company any operating profit during the remainder of the
concession period, starting from the date of the take—~over. During such period,
however, the company shall maintain its share of profits on the exploitation of

the land and mines., :

(i1) Evolution of the CFL concession

153« King Leopold II's Conpo Free State ceased to exist in 1902, the vear in
vhich the Congo was annexed to Belgium and became a 3elgian colony. The colony
took over the rights which the Congc Free State was formerly rccognized as having,
Significant amendments were made to the 4 January 1902 convention by the convention
of 3/11/1912 signed with the Government of the Colony, The latter convention
defined the mining legislation applicablz in the area’ of the CLF company. This
legislation flowed directly from that alrzady applied in Katangas 3y this
convention the colony determined the limits of the CFL concession and defined the
applicable legislation in this field with regard to mining exploration and
exploitation.
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(b) Socists minidre des Gronds Lacs

154, Within the framevork of the mining activities that the company had to- carry
on, it -created the Société minidre dos Grands Lacs (Great Lakes Hining Company )y
known as HGL (Minidre des Grands Lacs)e For this company gold was the chief

4 substance mined. ~

® “(e). Kivumines

155. Imn parallel witl the Comiti spécizl du Katanga, the Congo, i 2 joint
undertaking with CFL, created the Comité mational du Kivu (CilXi)e This Committee,
a veritable granting authority, extende’ its activities into th2 fields of real
estate, forestry and minings Like OFL, i€ could either operatc itsSel? or make

use of subsidiariss. It was bound by its obligations toward the Congo, as were

any subsidiarics that it might creatc. As for the domain of mining, its concession
was operated by its subsidiary by the name of Kivumines. | -

)

156, Thie subsidiary mined tin, gold and associated metalse The Comit3 national
du Kivu subsequently acquired interests in 2 number of companicss ' The powers

of the Comit3 spicial were amended Dy the convention of 25 lizy 1350, - Indeed,
after long and laborious nepgotiations the TilKi, the Belgian Congo Association and
the Compagnic des chemins de fer du Conpo Supiricur aux Grands Lacs Africains
finally concluded thwe conventions of 25 liay and 24 June 1350. '

157. The tripartitc convention of 25 May 1990 reflected the Colony's wish to
withdraw the granting—authority rights from the Comit3 national du Kivus ‘ieCey
the powers that had boen delegated to tho Comit? national du Kiva to &cll and grant
lands,’ forests anc mines belonging tc i domain of the Jelgian Congo in the Kivuw
regione. At the same ¥Time, this convention released the Comits from the obligatidns
attached to the canacity of granting agthority or constituting the other side

of it.

158. The 3elgian law of 17 June 1950 sraated corporations haviag activities in
the Congo the freedon to choose the gtatus under which they would exist after

the Congo's Independence, which came about on 30 June 1950, They could become
corporations under 3Szlgian law or they could remain Congolese. T:e majority of
them created two corporations: onc Belgian one, make up of all the asscts and
equipment located in Jelgium, and the other Conpolesa, constituted by &ll ths
assots and concecsions established in tiz Jongo. ' ' - R

1.

159, - The corporation under 3elgian lau was often prescnted as tie tachnical—=
assistance and manggement branch of the Zengolase corporation. Tae iatter paid
the former all the costs of assistance. Thus, Kivumines also had to make a choices
there was formed a Kivumines corporation in the Congo and another in 3elgium.
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(¢) Cobelnin

150, The Comité national du Kivu and CFL granted concessions to Belgian
financial groups desirous of carrying on activities in the field of mining.
Ameng these groups one should mention the ambert group, which today constitutes
the Bruxelles Lambert Bank, the Empain group, and other. These financial groups
' resorted to an agent for executing their plan: this was Cobelmin, This
corporation was an engineering and mining company working for the account of the
financial groups. Cobelmin worked a variety of mines. The principal production
involved tin and related metals. Cobelmin subsequently had to absorb numerous
other small cassiterite-mining companies, as a result of growing difficulties
due to the more and more precarious situation that obtained in the region.

»

(&) Symétain

161, The Symétain (Syndicat des mincs d'étain -~ tin mining syndicate) group

came into being the same way that the other Kivu companies dide It began working
mines in 1928 under the name Symaf (Syndicat minier africain -~ African mining
syndicate). Symaf was established through the association of several groups,

the most important of which were: Crédit civil du Congo, Cominidre, Synkin, ete, .
In 1932 Symaf created Symétain and accuired shares of interest in other companies
which have since vanished: Sylume and Symor. Symétain thus became .the principal -
and in fact sole exploiter of tin and associated metals, derived from the former
Symaf. Symaf gave risc to the following companics: Soliza, whose chief activitics
are petroleum exploration and exploitation on the Lower Zaire coast, Soliza ‘
(Socisté du Littoral du Zaire) works in association with Gulf Oile It came into
being in 1958, Comctra was created in 1948 and absorbed Soliza in 1962. Symétain
gave rise to: Cométain, which in 1951 was Symétain's Belgian branch. This -
corporation was created within the general framework of the Belgian law of

17 June 1960. Symétain Zaire (1963) is Symétain as it was prior to 1960, but

made up solely of concessions and equipment that remained in the Congo at that.
times Until 1975, Symitain was still one of the most dynamic mining companies.,
The socio-political difficulties experienced by the mining region apnreciably cut
down its working capacity. ‘

(£f) The creation of Sominki

162, Operating difficulties and the steadily. decreasing ratc .of profitability of
all the eastern corporctions led themy under the insistence of the Government of
Zaire, to consolidatc and form a single corporation, Sominki (Socidété minilre et
industrielle du Kivu - Kivu mining and industrial company)s The Zairian branches
thus united to crcate Sominki, constituted with the capitals of these companies
and the contribution of the Zairian State, in the proportions mentioned above,
Similarly, the Belgian branches consolidated in a single corporation, Cogémin,

in which the State of Zaire is not representeds It is Cogdmin that takes care

of the management of Sominki., It also takes care of the marketing of its products,
The activities of these groups extend into several industrial branchos within
Zaire as  well as without, ‘ '
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Ce. The French group

. -163s The French made their entrance’ into Zaire via the French Mining Mission
- attached to ‘the French Embassy. This mission did a remarkable job of documentation
- that niade it possible to collect the information used by BeReGels (Bureau des
recherches géologiques et minidres - Geological and mining research office) in
order to get its bearings in the fiecld. At the same time that it worked on a
p contractual basis for the Republic of Zaire, BRGM also undertook research on its
own behalf, with the financing derived from the subsidy, and obtained first of
all prospecting pcermits, and next concessions for the following substances: Tin,
'y in the localities of Kania, Katondo and Kalimbi; Copper, at Dikulusbi, Kopulo and
- Moba; and Zinc, at Kasolwa. With a view to cxploiting these substances BRMM,
represented by its mining- development branch, creatad mining companies. As relates
to tin, there are threa: ' '

1. SDG (Socisdté minidre de Goma)

‘164, This company plans to mine cassiterite at Kalimbi and in Kivus Production
will involve a mean tomnage of 60 to 55 metric tons per years The reserves are
estimated at 200 tons of cassiterites The average content is 1 to 2 per cent in
‘the eluvias, Therc exists a primary deposit w ich it will take larger investments
to mine. In connection with the investments already made, one should distingyish
between investments for carrying out work (which amounted to Z 8§ 000 000 as of

31 December 1981) and investments in ecquipment and matériel (estimated at Z 350 000

.. at the end of 1980). T

165« Manpower: The company employs 200 people, including 2 Zairian managemernt—
level employces. .These are two prospectors who are attached to the chief of
operations. As one can 5o, SMDG is a tiny corporation both in terms of its
reserves and in terms of its financial capacity... These reserves permit the company
a lifetime of barely three to four years, which is too little for a mining operation.
Actually, SMDG was created only in order to enable BRGM to familiarize itself with
the mining of this type of deposit in 2 particular Zairian environment.

2. SOIIKA (Sociét? minilre de Konia)

L
166 Somika is a mixed corporation in which the State of Saire holds 20 per cent
of the capital by virtue of its rights as the granting authoritys The other
"80 per cent is held by Coframines, the branch of BRGM in charge of mining develop—
" mients” Somika was founded in February 19€1, .

:' ,(a) Financing

167, THe enterprise is cntirely financed by Coframines, and the investments
scheduled for the development of the projcct were cstimated at 60 million French
francs in 1982, Thce Somika investment is provided in the following manners: 50 per
cent by the Caissc Centrale de Coopération Feonomique (a French public agency); by
the Zairian banks: Union Zairoisec des Banques (UzB) and BIAZ, for a total of

-8 000 000 zaires -and another portion comes from the stockholders. -
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. A

168 The Bank of Zaire unfroze the local credit of the Zairian banks. The
interest rate charged by the Zairian banks is 15 per cent. The loan is for a

© duration of five years, with a one~year rcpayment. deferment, Production will
involve 800 .tons of concentrates a yeary or 500 tons of metal content., Production
is scheduled to start up in 1983, Unly placer deposits will be mined,

- (b} Reserves -

‘169« - The. estimated reserves represent 8 000 to 10 000 tons of concentrates, or
ten years of exploitation at the anticipated rate. : :

(c) Persomnel

A Tt e s .

170. The company employs 200 to 250 persons. Its social policy will be similar
" 'to that practiced in the region by other mining companies. Approximately 20 French
management—level employees are anticipated during the period of normal operation,

(d) iHarketing

171+ The products of the mine will be marketed by the Choni Company of Paris,
This company, which does not have a foundry, will simply resell the concentrates
bought from Somika. The outlets will be Spain and the Netherlands - countries in
which there exist foundries, : ,

" (e) ‘Tranoportation of concentrates

172+ The concentrates will be shipped by road as far as Kigali§ and thén by air
to Paris. Sales take place FOB, Goma 1 border. Payment is made within ten days
of shipment,

L T T B i T P U

3. SOMIDQ (Socidté winilre de Katondo)

173« Somido will mine cassiterite in the area of Katondo, which is 100 km from
Kania. The projecct will materiilize only after the Kania project has been developed
The company includes the same number of stockholders as Somika, and also has the
same amount of reserves. The aspects worth noting can be summarized in the followin
manners The projects are modest, owing to the quantity of resdrves detected;

. the investments arc also modest and are even accessible to Zairian businessmen;

the mining peiriod will be fairly .short, approximately 10 years, .

.



E/EGA/UNC’{C‘/':;&SE'
Page 57

174« These obscrvations elicit a scries of questions: Did the State of Zaire
feel the need to call upon a foreign entrepreneur to mine these modest deposits,

or did it find itself confronted with an initiative on the part of such an
entreprencur? In either case, considering the period of exploitability, why were
these companies.allowed into the category of companies with. conventions? . For
convention companies are exempt from all taxes for a period of at least five

yearses What benefit can the Republic of Zaire derive from thls, since, when the
exemptlon period has clapsed, the company will have ceased to exist., Based on

the modest nature of the investments,.one can predict a rudimentary method of
recovery and exploitation. The absence of any Zairian top management in this phase
of the project deprives them of a valuable opportunity tc take part in or to
conduct the preparations for the birth of a small mining company using a technology
that is within their reach. Could not the product1on of these three companies
contribute teward feeding the Zairetain foundry, which is in search of conceitrates,
or if not, then that of neighbouring Rwanda, within a framework of regional
integration? In what way can Zaire benefit from the marketing of cassiterite
concentrates by a foreign corporation when it has an ore marketing company
(Sozacom) that is already quite familiar with market manoceuvres?
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CHAPTER V-

-CONCLUSION

175« The process of industrialization requlres the conjunction of several factors,
the most important of which are capital, the existence of the need t6 consume the
products manufactured, the necessary infrastructure for the operation of the
industries, ises, the availability of electrical’ energy; hlghways or means of
communication, water and operating raw materials, service companies such as banks,
shipping and insurance companices, etcescs and finally no industry can exist.

176+ The mining industry brought into Zaire the ideal framework for its
industrialization. The receipts are immense, both in local currency and in foreign
exchanges 1In order to rcalize their acals, the mining companies have created the
1ndlspensable infrastruoture for 1ndasyr1a1 deveiopments The mass of jobs
engendered by the mines have given rise to large agglomerations, veritable
consumer markets, commmities of men participating in and havinhg acquired
collective industrial experience, bent upon the realization of a common task,
imbued with the spirit of enterprise, accepting the rigours of discipline without
flinching - in short, communities of a new type in which one finds, side by side,
the assembly mechanic and the nurse, the geologist and the book-~kceper, the
computer specialist and the miner, the chemist and the psychologist, the
electronics engineer and the agronomist,

177+« The unfolding of mining activities has been, in Zaire, the result of the
initiative of transnational ecorporationse This affirmation is even more valid in
the case of the tin-mining companies, The geographic location of areas where the
activities of these enterprises are carried on, arcas remote from all the major
administrative centres and totally enclaved within the interior of Zaire, makes
these companies the only islands where any economic activity at all takes place.
Sominki, Zairétainy the Entreprisc minidre du Zaire, and soon the Société minidre
de Kania Katondo, constitute virtually the only poles on which ail the economic
activities in that part of the country converge. Aside frem the fact that they
maintain more than three thousand kilometres of highway, they producc nearly all
the electrical energy consumed in this region and account for more than 60 per
cent of the circulating load on the river boats and air freight in this part of
the Republic. The workers in these enterprises represent an important consumer
markets It is the normal ultimate destination of the farm products of the peasants,
These different aspects are the effeccts swept downstream from the development of
mining activities, The effects can benefit the general economy of the Nation only
if the mining industry itself is integrated into the general plan of development;
otherwise, all these effects will vanish as the deposits are depleteds It is with
regard to this consideration that the role of the State ought to be preponderant.

178+ As for Zaire, negotiations for optimizing the beneficial effects of the
mining industry have been conducted sinece the very birth of the Congo Free State.
During the colonial era, interests were safeguarded by -appropriate lcgislation
enabling each sector to benefit, as is fitting, from the fruit of its efforts. As
Independence approached, the colonizing nationy in which the ma jority of the
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transnational corporations had originated, sought to hold for its nationals the

bulk of the profit derived from mining cperations in Zaire. Indecd, it constituted
the only outlet for mining products extracted from Zaire, in this way insuring a
reliable, regular; abundant and checap supply, and it enabled the Belgian corporations,
through clever playing with the rules of law, to have wide advantages. These
corporations had in fact &piit themselves in iwu - into Belgian companies and
Congolese companies.

* 179, This bipolar appioach enabled them to hold all the factors of decision in
the Zairian mining sectore. As corporations oxisting undor ‘Belgian law, they were

the managers of the corporations existing under Congolese law, It was they that
designed the mining programme, carried out the technical studies; took care of the

] recruiting of technicians (often at the expensc of Zairian technicians), applied
to banks for necessary funds, purchased equipment, and took charge of marketing;
whereas the corporations existing under Congolese law, being directed by Belgian
nationals recruited and appointed by the counterpart corporations existing under
Belgian law, did nothing more than simply follow the already established
programme. They were or are all on the brink of bankruptcy. They display chronic
deficits. Through thesc machinations, they manage to obtain exemptions from all
taxes and duties. Following long and arduous negotiations, the State of Zaire
has succeeded in obtaining, on papery the right of examination and a share in the
decisions affecting the fate of the corporation.

180, Tt remains to be pointed out that in 1982, in the different corporations,
there was not a single Zairian in a management post in the area of technical and
financial management. /find yet the Republic of Zaire has been training engineers
since 1954, and the various financial Institutions operating within the country
are completely run by Zairians. This attituce of renunciatlioa is detrimental to
the interests of that country, for it is depriving itself of the opportunity

to strengthen its technical skills for the future autonomous management of its
enterprises in the mining sector and to gather the essential data and information
for integrating this industry into the general development plans :
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