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Introductory note

This paper complements the study on trensnational corporations
in the bauxite industry of Caribbean countries 1/ and contains recent
and more detailed information on the development of the industry in
Jamaica, after the introduction of new fiscel policy in 1974,

The report characterizes in chapter 1 the ovérall econamic effects
af this palicy, the production and shipment problems of the industry in
1974~ 1978 period and new governmentel policies and negotiations regarding
national production and trading of bauxite and alumine, Chapters 2 and
3 provide detailed information on the bauxite production levy enacted in
1974 and on the recent agreements with four major TNCs operating in
Jamaice (ALCOA, Kalser, Reynolds and ALCAN),

The paper is based on a preliminary report by the Joint CEPAL/CTC Unit
Consultant Professor K, Levitt and has been prepared by the Unit's
Regional Adviser J, Kfakal, Gimilar information gathering is underway
in Guyana and Surinaeme to be followed by an exhaustive enelysis of the
three cases.

Finelly, while this paper was prepered solely for use by the Interregional
Expert Group Meeting on Bargaining Capacity and Distribution of Gains in
Export-Oriented Primary Commodities {Bangkok, 8-13 October 1979}, critical
comments and complementary information would be particularly welcomed from
government officials, experts and academic circles of Caribbean and other
tatin Americen countries in order to assist in the preparstion of a
definitive CEPAL study for the forthcoming Interregional Seminar of

Government Aepresentatives to be held next year in New York,

. A/ See, Transnational Corporetions in the bauxite industry of Caribbean
countries, E/CEPAL/t. 199, Limited, August 1979,
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1. GVEHVIEW OF BAUXITE AND ALUMINA INDUSTRY AFTER THE INTRODUCTION
' TS oF NV FISGAL PDLIDY IV e

F T 1 LU DUUDEL S SRS S S A
a} .. Situation before 1974 :  -.oov: o . 0 L F ey oo on T
_ The eluminium TNCs commenced production-in damaica in 1952, * Until 969
they had invested some U, 5 $450 million in mining, refining and port
facilities in the country. Further investment of U.5 5150 million.vas’
undertaken in the period 1970-1973; resulting in ‘totdl. investments of soms
U. 5 650 million (see-table 1).1 1/ Subsequent to the completicn of the
ALCOA refinery in 1973, there has been no further expansion.
There are five TNGs opereting in Jamaica.: The KALSER and REYNOUDS

companies ship dried bauxite to their refineries in :the Unitet States;
ALCAN ships only alumina, principaily to Europe end to Qanadaj ALCOA ships
both dried bauxite and aluminay- principelly twt not ‘exclusively toithe
United States.  The.-fifth.company, ALPARTds a:copsertium of Kaiserj
Heyﬁo_lds and gmpaq«;ia‘ and ships.elumina fo the-United States antd: occasionally
to othern dgsj;:i.na‘pipns. - The.massive expansion:in-the industry took place .
Muring the 1960%s and early 1970's, and:is-reflected in.the incremse.of

slumine, shipments from 744,080 tonnes in 1984 ta-24416 tonnes in. 1974

in ‘:!:EJiS same pexriod.the percentage of ‘bauxite processed.into alumina-in -

Jamaica rose from 25 per cent te 46 per centy Export shipments of dried

bauxite also increased, from 5,05 pillionstannes tq 7,32 mi¥lion tonnas,
The Revere Company started up in 1971 end cegsed-production in 1975 (see:!
. tebles.2 and 3),, Jameica became-the world's leading bawdte producing

country,. "‘_ oA

E

_1_/ Thmughout the report reference is being made to the tebles contained
1n the Statlstlcal N‘rnex belou . | :

i
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The rapid ;-'g:"'owth- of the bé.uxit.e/e”a_‘luminé inck.:s-t-_ry and the cuﬁstructicn
activity associated with the expanéion of alumina processing refineries
helped to Jamaica's economic growth throughout this peried, . Thus, real
_GDP grew at 5.9 per cent per annum for the 12 year period 1960 to 1972,
This repid and sustained overell growth raté wls,.howsver, sassociated vith
an increasingly severs unemployment problem and a deterioration in the:
elready very uneven distribution of income, The unemployment rate grew
from .13 to 23 per cent between 1960 and 1972 and in the last year 68 per
cent of the employed lahour force earned less than US$ 24 per week, Income
distribution worsened; the share of the poorest 40 per cent of the population
in personal earned money incqme declined from 7,2 per cent in 1953 to 5,4
per cent in 1969, 1/ _ S T
b}  Overell sffects of the new fiscal poligy-

Government revenues generated by the industry incresased sixfold efter
the impasition of the bauxite production levy of 1974, from U, 35 0 29,9 million
in 1973 to U, S % 178 million in 1974, Yislds from the levy and royalties
in U, & dollars were 185, 4 million in 1674 increasing to U, 5. ¢ 1930 million
in 1978 and reaching a total of U, S § 850 miilion for the Five years
1974-1978. (see table 4), - -As.a-result, the share of the batxite/alumina
industry in government fiscal resources increased from 8,7 per cent in 1973
to 42,2 per cent in- 1974, g_/ - After 1975, general taxation rates and - tax
yields rose, while the levy yield fell, reducing the industry's contribution
to govarnment recurranf revenues to 29 percent in 1975 in 175 and 22,8 per cent

in 1976, By 1977, beuxite production levels had partislly recovered from

A/ Government of Jamaica, Five year development plan, 1978-1982,

2/ This comparison is not formally correct, insofar the levy is not
considered to be recurrent revenue, but an input into the Capital
Development Fund of the country, Substantively, however, the levy is
a sourcé of earned fiscal revenue and is being used to finance also
government?s recurrent expenditure,

{The disaster



the disaster year of 1576 (altminium prices vesdhed 51 Eents per 1b) end
the industry coftrituted 33 per cent to'the government's recurrent revenie
(see table 5), This ¥ratio’ is likely to be merginally higher in 1978,

" Local expenditures on wagesj salaries, supplies and materiels and
other services make also an impoftaht céhtrfbution to foreign exchange
garnings and to mational income, Here, &lso, there has been & high increase
in expenditures by the companies from a 1é§él of J290,%7 million in 1973 to
J520% 7 million in 1978, Thus totel returned value to Jamaica contrituted
by the industry hes ihcreased From-J$120,5 million in 1973 to $353 1'million
in 1978 and the share in tdtalf"apbrt vdlue of bauxite and alumine reached
768% in 1975 &@s compared with 53 in’ 1973, (Ses again ‘sgain tables 4 and 5, )

The above anélysis shows clberiy that %ﬁe returnied velue; composed -
of payments to the government plusiocal ndn-capi%él'exﬁenﬂitﬁféé by * the
companies ‘canstitutes the singls most important source of foreign exchange’
to Jamaica, Theds: paymenss Are either denominated in U. 5 currency
(thelevy)-or are payéhle in Jaméicar currency which has to e’ pur'chased .

" wiEh forgign eXEhange from ‘the Bank ‘of Jamaica, - Given the sévere ot e
balarce of payments problems- currsrftly Be:’cng mpenenced By the cnuntry,
the returned value from the industry is a crucial f‘actor in the Fore:.gn
exchange bUdQEt&,hAt.the:éhme‘tfﬁe, this denendence~of the' country “on -
company decisions condérning productivn levels inh Jamaice plades the
government into & significently wesker bargéining position that it enjoyed
in 1974, I IR -

Evaluating the iricreased contribution of bauxite and alumina induétr)}"
to the economy of Jamaice throughout the second helf of 1970's two addltiunal
factors should be taken in account: the simultansous increase in TNCs
earnifgs énd, on he other hand, of inport prites, Taking the first factor,
we can ohserve in table six that the ajgregate nat ihcome of Four me jor |

/TNCs operating



TNCs operating in Jamajca {ALCOA, A CAN, Reynolds .and Kaiser} incressed
from U, § § 569 million in 1974 to 855 million in 1978, or by slightly
more than a half,as compared with the abave stated increase of levy and.
royalty paid to the. Jamaican Government from U, 5 & 185 to 193 million or
by only 4% (see tables 4 and 6); This ilustrates the well known fact that
“the_foreign companies passed on the increased tax cost t& the consumer prices
redpcingxthis_way_alsp the previous cost advanmtags. of Jamaican bauxite
vis=g=vis. ather prqduser;qountries. |

The second important additional factor is the erosion of the gains from
the bauxite and alumina industry due to quickly rising import prices. As can
be seen in table-7, the returned yalue to Jamaica in- 1975 is only by less
than a half greater as it vas in 1972—if account is teken-of rising import
prices, ‘hile it is obvious that this situation would have been immeasurably
worse, were it notifor,the levy yield, the fact:remains that current options
available to the country with respect to its bauxite resources are severely
circumscribed by the ability of the TNCs to obtain bauxite from other sources,
and by the complex and close relations between them and international capitel
centers—markets——without whose finance Jamaica cannot: develop and independent
national industry,

c) Production and shipment protlems in the 1974~1978 period

There has been a serious reduction in- bauxite production in Jamaica since
1974, Production dropped from 15,3 in 1974 to 10.2 million tanhes in 1976, some
70 percent of the 1974 levels. Alumina production in the last year was just
SD pg;cant of the level echieved in 1974, - In 1879-1278 there was. modest
recovary.with bauxite productign in 178 at 14, 7 million tonnes (77 percent
ef the. 1574 level] and alumina shipments.at 2,1 million tonnes (77 percent
of the.1374 level (see again tahle 3), There has glso been in the same

period a reduction of 1,8 million tonnes in-bauxite capacity and of

/200,000 tons



280.,@00,.t9ﬂ54,'-in élumina. capacity. “Furfhermore, in 1978, operating rates.
in beauxite mining were 82 gercent and imwlumine #efining 72 percent -
{see tatde B), - ... .. o, T RO osBw T

A number of factors have been responsible for the lower preéductidn -

levels by the companies’ beding -the mogt .important among thém: recession in

:the market economiel industrial’ accidents and strikdsy -phasing .out-<of

Jbauxite production by agreement end for technological reasons; collapse of
the -Revere company pperations, loss of traditional markets and increased

bauxite and alumina-production in ofther producer countries, particularly

Guinga-and Australia, They are briefly characterized below ' -

A%

r.. (1) The recesslon of 14975 .« 7 vt LAt Ty

- The.industry.suffered a serious decline during the 1974/75
recession in the market economies, resulting in cutbacks ©f primary.
aluminiun’ productidn, * Imi the: pesk year of 1974, the major:producers.
operated almost. &t fullcapeoity, i. Operating rates plumded in*1978 and. =
further in 1976, due to a serious overhang of metal inventories,:2i 7
Primary: @&luminiym production by thesbig. 'Fb‘i‘.trlf(N.CD?ﬁ N.L{IN‘J,“' y’nolda'and
Ka:;ser) fell from 5.8 million tans in 1974 to a. B**mﬂ?c:ron *19‘76, 40 recover
t6 5.8 mlllion in 1976 (see agazn ‘table 6). . T

The cutbacks in baux:.te pmductmn by tf'\s cumpanias affected w:.th
part:u:t_lar- severity .Jamaica and uther Gari'bbear{‘pmducer countmes as well
It should be noted’ hnweuer. that baux:.te pmmctmn in Gu:.nea :mcreased
fram 6.4 millmn tons "in 1974 to 1. 3 m11110n in 1976 and in Austraha o
from 20, 1 mi1136h" tors tu 24, 1'million in the same perlod (see table .,]

(11) Accidents and strlkes - S S

In 19’75 disruptions due to lengthy stmkes ‘and plant clusures ’
‘resulted in the loss oF '?18 DDD tuns of bauxita—-and 30, DDU fons of alumina

production. The magor dlsmptinns Dccurred at the Ka:n.ser Bauxlte Company

[eight week



(efight week long strike, lpss of 500,000 tans of bauxite); Reynalds {one
month closure, loss of 148,000 tons of bauxite}; ALCAN {ons month strike
at the mine supplying Ewarton, loss of 70,000 tons of bauxite and B0.0UD‘tons
of alumina).

The year. of 1976 was .gven worse, and resulted in the lost production
of some 350,000 tons of alumina, .An "incident® at ALCOA led to the sudden
closure of the plant for 84 days., This was followed by a major explosion,
which, with the closure resulted in the loss of 140,000 tons of scheduled
alumina production, . A 43 day strike at Alpart resulted in 150,000 tons
of lost alumina shipments and a 35 day strike at ohe of the ALCAN refineries
led to a production loss of a further 67,000 tons of alumina, Given the
importance of aluming inm export earnings the 1976 accidents and strikes were
particularly. damaging, B

In addition, hydroelectric power shortages in. the U. S Pacific
Northwest affected companies with smelters there and baukite operations
in Jamaica,

- {441) Phasing out of beuxite production by agreement and due to
technaloqical reasnns

By agreement with the Government nf damaica in 1967 .a 1im1tatiun
had been put on ALCOAfs export of bauxite from that country, as of the
comingran stream‘of the company's alumina refinery in 1972.:‘As part of
,its_loﬁg tefm strategy cfhgiversifying bauxéga §0yrcing, ALCOA vas
heavily committed to 'takegorhpay' cuntfacts far bauxite, both in Guinea
and in Australla. The negotlated settlemant between Jamaica and ALCOA
thus reduced ALDUA's minimum bauxite requirements from 1.8 million to
1.2 million tons per year, & reduction of SUD UGU tons of hauxlte capacity.
By the terms af this agreement, ALCDA w111 phase out all baux1te exports rom

Jamalca, and cuncentrate entlrely on alumina shipments.

/Phasing aut
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Phasing, out of bauxite:due ko technologicel reasons occuréd i the
Reynolds. company which- experienced technical prnblems with the Jamaican
bauxite in its new alumina plant at Stade; Yest-GCermany, .- The design of this
plant was based on Australien (Weipe). bauxite, tut the agreement provided
for Reynolds to use darnaican,b;auxite{,-to_ ‘blend with, or replace, the
Austrelian ore, .-However,:Reynolds found aftervextensive. testing, that -
it could not use Jamaican beuxite.at Stage, begeuse of its adverse
. effects.on the .settling characteristics of the blend, As a result
Reynolds was permitted to reduce-the capacity of thg.local operations from
3,7 millions to 3.1 million tans, -

{iv) Collepse of Revere Jameica Alumina:.ltd, . .. - ‘&~

The. Reuere. Alumina plant which came into production in 1971
was a fiasco from the start. . It was-pporly designed and never functioned .
properly, and closed down in August 1975, - The: basuxite equivalent of its
200,000 tons plent was approximately 500,080 tonnes -per.year, - The total
reduction in bauxite mining capecity resulting from the agreements with
ALCOA end Reynolds and fihe clpsure«of the Revers plant wes: approxinately
1.8 miii{tcn *.I:c;p‘s.-_ger'.yea;, -
- (v] Lass of traditionel alumina markets . - . . .- -

dan}@ica;lhas been particularly hayed:-hit by the heavy cuts in.
alymina production by. ALCAN. whose shipments declined from a level of
1,123,000 tons in 1974 to 860,000 tons in, 1977 (see table 10). This is
largely due to ALCAN's loss of its traditional markets in Norway (300,000 .
tons) and Sweden (65,000 tons). As a result, ALGAN's Ewartop Alumina Plant
is u\.fgrking at only 50 percent cepscity. Norway has been traditionally
Jamaica's largest merket for alumina, due to ALCAN's historic interests in.
that country, 1In 1977, 28% of Jamaica'’s alumina shipments went to Norway
but by 1978 this share had dropped to .15 percent (see table 11).

/ALCAN?s two



- ALCAN's twoe alumina plants are now 22 and 27 years old and the
Company is evidently reluctant to spend mongy on uporading, In particular
the Ewarton plant will need to be converted into & high temperature plant,
entailing investment expendityre, .~ At one stage in the negotiations
between Jamaica- and ALCAN, the Company expressed the wish to sell out to
Jamaica, As explained later in this repart;-déﬁaiéa‘s agreements to sell
glumina to -nontraditional markets, including Venszuela, is dependent on
ongoing discussions with. :the Companies, including ALCAN, for the reacti&afing
of their idle capacity. Meanwhile, Jamaice is trying to find means whereby
it could continue to supply the Abrwegian smeltérs with alumina, Norway -
has signed & technical cooperation agreement with Jamaica,.

There is alsoc a problem at Alpart, where enargy:use is not efficient
and existing sources of bauxite to feed the refinery are mined out. A
shift to new mines will entail considerable investment expenditure
including infrastructure, Alpart is the only TNC operating in Jamaica with
which no new agreement has, as yet, been reached,

{vi) Jamaica'ls competitive disadvantage vis-s-vis other producers

While all the factors cited have undoubtedly had their effects
on Jamaica's falling production levels, other producing countries——or more
exactly, TNCs operating there—have substantislly increased bauxite and alumina
production, - -Thus, Guinea increased bauxite production from 6, & million tons
in 1974 to 10.9 million in 1977 (an-increase of ‘4,5 million tons) and
Australia from 20, 1 millicn tons to 26, 1 million in the same period (an
increase of 6 milliaon tons). Moreover, the transnationals have plans for
very substantial increases in capacity, both in Guinea and in Australia,
(See again table 9.):
Jamalca is by no means the only country vhich has suffered

cutbacks of production by the aluminium companies, The four Caribbeen

/eountries which



countries which host aluminum companies.have- suffered:a drop of production
from 23, 8.million tonnes in 1974 to 17,7 million’in. 1972, representing a =
reduction in share.of world.production from .30. per ctnt-to: 21 per- cent,’ - Their

- shareg in: IBA countries protuction has fallen from.41 percent te 28 percent

in the same period (see!é&gain table.2), -+ v o' v o 0L
d) -~ .7 New negotiations with TNCs =~ ' S

- It has been clear, for some time now, that the upuard movement in
the Jdamaican Levy perton’, indek&d o the strong increases' in primary
aluminium prices since. 1574, has placed Jamaica into & preceriously high' -
—cost situation vismasvis the mvailability of bauxite:ahd alumina to
~the companies from biher sources, The averagereslized'price of a'lb
of aluminium ingoty tised to abtiin Jamaica’s statitory beuxite levy has -
moved from U, 5$38,8 'centd in 1975 to 60,0 cents in 1979, . The levy per
ton.is set at U, 5,820, 23 for 4979, which is aliost tvice as much as the:
Uo 88 M2 d0:89T0, - - w1, cb . et e g wEel e e

~LFor this redson,. the corplaints of ‘the.companigs concerning the ~ v
- tiscriminatery naturs of the dual exchange prates introduced by Jamaicd”
in April 4977 wascacgepted as -having some validity' The odfipanies were
ohliged to purchase. Jamaican currency at .thé [eld} basicirate of . i
JO1 = U. 8,81 whilg.other purchasers operdted at.a develued special rate
of ' J51, 00 = U, 5,50, 80, -In Jaruary~1978, the basic rate was marginally
devalued at J$1%, 00 = WE NS5, while the special ixate was also maygimally
devalued, The intention of the dual exchange rate:gystem was to’use the :
Fure:l.gn exchanrre earn:l.ngs from baux:.te/alumlna to SUbSldlSE. the 1mp0rt of
essentlal goads Far the populatn.on. Whlle fhis schane was a ver'y ‘reasonable
aone in terms U'F soc:.al JuSt’.LCB, the trade-off came in term of an esaalatlng
reluctance on the part of the f‘arelgn cumpanles to underta!<e axpendltures

in dama:.ca, even those nacessary to malntaln equ::.pment and produc:tmn 1eue.LS.

/In May



In May.- 1978, when Jameica agreed to the terms of the three year IMFE:. -
Extended Fund Fagility, the dual exchange rate was abolished, and a
further devaiuvation of the Jamaican dollar resuited in a unified exchange
rate of J$1.00 = U, 8,8 0,63, Gince that time, a series of mini-devaluations
have further reduced the value of the Jamaican dollar to U, 5, $0,5%

Retroactive adjustment, benaficialitq thg_COmpanies was made, and the
companies, on their pért,~agreed that they would not, in 1978, reduce
their U, S dollar contributions to Jamaica's foreign exchangs reserves
below the 1977 level and, in 1979, they would not fall below 95 percent
of 1977 level. Insofar es their actyal requirements for Iocal inputs will
be less than these sums, the balance is in effect a loan of foreign exchange
made. in the form.of depcsits to the local banking systems

In May 1973, the Minister of Finance of Jamaice announced that
negotiations were to be opengd with the bauxite companies with & view to
Ancreasing their incentives for increased production in Jamaica, He ...
cthceded that Jamaica had been losing its share of the world market because,
in spite of its edvantages, the levy was pegged at'a higher level than that
of other countries and hence an adjustment of the levy would be an
incentive to increased production, These talks are presently proceeding,
It is understood that Jamaica is pasically asking the foreign companies
to expand bauxite production by 2 million tons, while maintaining current
total levy yields—implying a correspending reduction in the levy rate.

e) Jamaica's initistives with respect to hational production and
trading in alumina

In the previous sectlcns of thls repart, we reviewed developments 1n_
damalca 5 bauxlte/alumlna 1ndustry since the 1mpcsition of the PdeUCtan
Levy of 1070 The TNCs have_substant;ally reuuced productlanlof bauxite
and their alumina rafinerie% are working well below cepacity; the restoration
of producfioﬁ to 1974 levels require expenditure bﬁth in the mining and

[rarticularly in
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particularly in tha refining stages by the cnmpanles. The companles have
to date not exhibited any great willingness to undertahe those
expenditurss althuugh ungaing negotiatiuns with ?ﬂ?nQDVBFﬂmB”t may

yield them the necessary :anentiue&‘-. .

The Gauernmant of Jamaica has been active in seaking to secure new
non~traditional markets for alumina, and also plans ‘expansion on its own
account, i.e, by & Jameican state bauxite/aIUmina enterprisea Until such
time as, Jamaica acquires.its oun sources of alumina from the coming into
effect of the agreements with ALCOA and ALCAN and, more importently,. by the
construgtion. of its own alumina refinery, alumina sales contracts negotiated
vith & number of countries will have to be filled by the purchase of -
material, particularly from ALCAN, which has close to 300,000 tons of '
idle elumina capacity and has:lost traditional markets. '

Jamaica stands to gain short and. long term bensfits from éxpansion: of
production levels, hoth by the companies and by its own state-owned -:

_ enterprise, Thg Government of Jamadica has been active in securing a
number of short and dong term sluming sales. agreements -and is continuing
in its efforts to put..up-a-600,000 ton capacity alumina plant. -Insofar
as alumina purchased by the government from the TNCs for beneficial resale
to third parties would raise production levels, there is a clear advantage
to Jamaica to such agrepments. The government is offering substantial
incentives to the TNCs to activate their idlie production capacity on terms
which are not subject to the provisions of the bauxite levy, Jamaican
bauxite reserves sstimated at some 2,000 million tons, are sufficient to
‘megt contractusl commitments to the companies assuring them of forty years
of guarantged,supblies with plenty of reserves for -its.own production
facilities,

/In this
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In this section of the report we summarize the current situation with
respect to government—to government joint.venture egreements and sales
contracts with non-traditional trading partners, i.e, Governments or -

Government enterprises which have not traditionally purchased alumina from

aluminlum smelter'

-

The Drﬂpeeal to estebllsh reglonel smeltlng cepaclty as a JDlnt
venture between the Gouernments ef Tr;nided and Tobkago, Guyana and damaica
was announced by the Prlme anlsters eF the three ceuntrles concerned just
in dune 174, Preor to thet tlme, nethlatanS had been in _progress between
the Gevernments of Trlnided end Guyana fbr a twn phase programme 3 Phase I
to consist of a 120,000 ten_smelter in Trlnldad! utilizing naturel gas
purchased From Amoee's new oil ane gas opereticﬁs as energy input and
Phase II tD consist of a 200 000 ton smelter in Guyana utlllzing that
countryts extensive hydroeleetrec power petentlel When Jamalca Jelned the
other tro Governments in the dlSCUSSIUn af the propueed JOlnt venture, the
capac1ty of the Phase I Trznldad smelter was 1ncreased to 200 ,000 tons, with
alumina Feedstock to be supplied by damalce, as well as Guyana,
" Ownershlp of the Trznldad smelter prngect vas tn be on a 33—33—34
per cent basis, weth no equlty partnership by TNCs, In the case of the
Guyana smelter the ownershlp was to be as follows: Guyana 52, Tr1nided 24
and damaica 24 percent N
The June 1974 Agreemene came one mornth aFter Jamaica hae 1eg151eted
its new hauxlte production levy and had been instrumental 1n the setting up
‘ef the Internatlonel Bauxite Association, Guyana and Trinidad had botb
expressed their support of the Production.Levym - ‘
By the end of 1974, the momamtum behind the regional smelter project

had distinctly slowed, The Trinidad and Tobago Government announced
/that the
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that the caonstruction of the smelter would have:to -be delaeyed by same
three years:because it would require-a large expansion in electric
generating capacity, and also in water supply -equal :ito the country's
current water capacity. HFUrthermpre,.eayly in 1975, Jamaipa-announced,the
-proposal to construct the Jamaica-MexicowVenezusla alumina~aluminium
complex (see points (1i) and {43i) below).

. The Government of. Trinidad and Tohago expressed his displessure with
this newly intented joint venture considering. it a threat to the joint
smelter project in: Trinidad, It.was elso reported that Trinidad was' '
concerned about the risks of marketing the eluminum.metal , and other.
competing claims on its naturdgligaes,. . . . -

-In July of 1976, the CARICOM .Smelter. Project was scaled down to
75,000 tons' for Phase I {Trinitiad):and 450,000 tons for Phase II (Guyana},
by & meeting . of the Energy Ministers of the three countries. The rsason
given related to the market. situation. - Later in. November of this year, -
a U, S % 150 millipn contract -was ewacded to:the:Keiser Corporation for the
construction of the scaled down smelter et Point Lisas in Trinidad. The
company was selected- jointly by the.three participating governments due
..-to its capacity to offer project design, marketing and credit, . Nevertheless,
in 1977, the Government of Trinided and Tobago took the decision to meke
. the project their own, rather than a regional one, including an option
.. for Guyana and Jamaica to participate end supply alumine,

Jamaica has expressed-its interest in taking an equity if it is
offered, and a willingness to supply as much alumina as Trinidad wished .
from Jamaica, In the middle of 1970 after nearly five years of analysis
and study, the decision whether or not to implemert the common CARICOM
still has not been teken, . "

"J:'TY(ii) The Jamaica
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(i1) The-Jamaica-Moxics: (iavemex~Jalumex) joint wventure.

In 1975, the' Jamaicen’ Government entered into negotiations with
the Government.of México with respect' to a- joint wehture project, whereby
Jamaica WDuld:prDVidélalumina as feédstock for em éluminium smelter to
be establishad in Mexico, "in cider to-substitute scme 150,000 tons of imported -
primary metal., Heads of Agresment signed in the szme yesr provided for the.
establishment of two joint venture companies, tne to produce alumina in
Jamaica {Javemex) and the otHer to produce elumirium in Mexico (Jalumex).
Jamaica had to participate with 29 per cent in the ownership of ‘the
Mexican smelter Jalumex with e planned gepdacity -of 160;000 tons-per ysar,
Mexico®s share was to have besn 51 per cent, with resting 20 per cent
reserved for other:partners, including & TNC to construct the smeltery’
On the other hand, Mexico agreed td!tske 'a 29 per-cent.interest in the
Jamaican Alumina Rsfinery: project; . being Jamaica®s share 51 per cent, ©
Venezuela®s 10 per cent; and other parties also 10 pers cent, © The other
party to the Javemex project might have besh a TNC or a third contrectual : -
purchaser of elumina, buch as Algeria,

The Javemex alumina:refinery wes to be located on& 2,000 acre site in
South-Manchester end- vas . expected to/be corpleted and ‘core into-operation in
late 1979 or early 1980, Aistudy of £he pollution problems connected with
the disposal of indusimial wadtes wvms dfidarteken and expert steff assemblad
Construction was was to have been.contracted to 'one of the alumina cdmpéniesz
operating in Jamaica, probably Keiser. 'In-Augustiof 1997 a visiting ~-*
Mexican Trade Commission signed an agrzement with the Jamaican Governfignt: %
covering & line of credit for the importation of some of the necessarfif"‘x
machinery and eguipment for the construction of thsé ‘alumina plant, - © '

In 1978, the Government of Mexico withdrew from all contractual -
agreements relating to the Jalumex smelter project. At the time of this

decision Mexico was to have held a 71 per cent interest in the smelter.,
N o /Among factors
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Among factors contributing to the collapse of the Jamaica=lexico joint
venture were the problems expérienced by hboth countries in financing
their sharss of the venture, and ah adverse report on the esgalation of
costs of the Mexican smelter by ALCAN, the cdmpany which had beeri-selected
to construct the smelter{although this TNC:had previously found the Mexican
smelter a feasible and economic project). ™ - = l

As & result of Mexico®s decision to:withdraw Javemex ceased to exist
es of September fist, 1978 and hes-been dbscrbed inte-Jémaica Bauxite
Mining Ltd, the state owned subsidiery of the Jameica National Investment -
Corporation, - This decision was aimed at retaining the expertiss built up
within the national industry trdther then dismantle the organization end lay
off the gualified staff, ' Initiatives to réactivete the elumina refinery .
project are ultimately related to long term supply contracts between -
Jamaica ‘and non-traditional ‘purchasers, These Will ‘be-described below
with respect to negotiations irmvolving Venezuela,; Algeria, -Hungary, ‘the
Soviet Union and Norway, . . =7 B -

(iii) Alumina Sales to' Venszuela SIS -

Venezuela is developing aluminium smelting eepacity which is -
likely to amount to 520,000 ton per year by the mid 1980°%s, ° Present:
capacity is 112,000 ton per yeer which represents the output of a joint
venture batween the state-owned CVG and the Reynolds Company, located at
Puerto Ordaz, Alumina is being supplied from Reynolds U, S refineries
and hydroelectric power provided by & wholly owned CVG subsidary. The
secand smelter,—New Venalum coming on stream with a capacity of 70,000
ton per year is planned to expand to 280,000 ton per year by 1982, It is
located at San Feliz in the Guayands and ownad 80 per cent by CVG with the
remaining 20 per cent shered among five Japenese companies which have options

an most of the output, As Venezuela®s domestic aluminium consumption is

Jestimated at
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estimated at approximately. 80,000. ton. per year 1t will become en 1mportant
exporter in the next years, . FUzthermDre9 conaidarable baux1te dep051ts N
have been discoversd in the Sierra. de Los, PiJlguanos Zone 1n Bnllvar Stata
with total reserves estimated at 500 million tpnslwith'avgrage alymlnum k
content . of 48,9 per cent. - Vengzuela's, new found baux1te dep081ts cannot B
however, come on stream until the mid or late 1980“3. Meanwhlle there are o
plans for the, constyuction of an alumlna re-lnery at HJertn Drdaz, “uth
initial capeacity of one million ton Per year, bmS@d on *mported baux:te
and construgted by Interalumina tath Alusu* 58 technology. The 1ater
TNC is also undertaking.a study relarlng to the explcratmun cf the baux;te _
depesits and the F9351b111ty af, ccn¢truct1ﬂg the above mentloned alumina |
refiner, It is against thisdbacggrqgng_that_tﬁe galeg cantracts between
Jamaica and CVG are .to.be. uﬁewadﬂ - _v‘.‘.f. -l_ _‘ -
Talks between Jamaica and Venezuela were. 1n1t1&ted 1n 1075, aéd at that
time included the.abpue characterlzed part1c1pat10n 1n the Javemex ?lumlna
refinery project. In August of 1977, Jamaica and Venezuela 51gned a seven
yedr agreement whereby Jamaica undertakes to supply Venezuela w1th & tutal '
of ane million: tons of-alumina with anqualjde;iuery.ij1SD,DOD_t0p§_far the
first six yeers and final 100,000 tons, An. 1584, .--;~ j:_'ui ._. J  “ Co
The Jdamaica-Veneszuela sales agroement is currently belnn fenegotlated ; .
on terms comparab]e with prices. DFFered by Venezuela*s other a.umlna ' ‘ 
suppliers—egtallyesselleschaft, Blll;tqn‘and‘Phllllps Brothers, actlng as.; 
PUFChaSan agents for ths Venszuelan state company, Another cause of the
uncertainty in thls othervise simple. transactlnn had been the uncouperat
attitude by ALCAN, In the mid 1979 there was st:Ll1 no cpﬁflrmatlon Df the
existence of a “back-to-back” agreement with ALCAN to produce end sall ths

1.t

alumina destined for Venegzuela,

/The Venezuela



The Venezuela state owned aluminum enterprise is,;and wzll continue
for the next 5 - 7 years to be a 1erge purchaser of alumlnaq ALCAN has
at this time, close to 300,000 tonnes of ld&e alumlna oapaolty sufficient
to praoduce and deliver two million tons to Venezuela during this period,
It is clearly beneflcial ooth to_Vene;gelaLand to Jamaica that thie
capacity be reactivated. The Jamaica-Vengzuela alumina sales arrangement
is thus entirely dependent on the willingness of ALCAN to sell alumino to
Jamaica, for on-werd resale. to Venezuela,’on terms which offer Jamaica a
positive trade margin and,are_neyerthelees.comoetitive with Venezuela’s
other sources, Until the, goming into effeot of the ALCOA and ALCAN
agreements whlch entitle damaioa to 110 DGO ton per year of alumina,
Jameica has no alumina of les own_ano has to come to terms with
the TNGs controling the ~wining and - refining cepacity of thg. . .
country, This linltation{wae:theurationale of the Javemex oppjeeealano .
oontinueebto be the rat;onale.of_the’p;oposed South Manehestef refinee}e.

(iv), Sales agreements with Algeria, Hungnry and the Soviet Union

| Followeng the above descrxbed collapse oF the JDlnt venture .
progects, related wuth the oonetroctlon of a staee»owned alumlna reflnery inl
South. Manohester, with capaolty oF 680 000 tons, the Government oF Jamalca
hae been exploring the p0551billtles of reu1ta1121ng thlS progeot on the
basie.of lonq:eerm.salee,eontracts_with the Sou1et Union, Phngary and .
Mgerin, - ;ﬂ r . S T .

In Aprll oF 1979 a governamental mission v1sited the Soviet Union
and 51gned a long term agreement for a sale of 250 DDD tons of elumina per year
commenolng approximately in 1984 the year in whlch the new alumlna plant
“w?olgﬂcome onleFream. Additionally, previously negotiated long tarm
agreements with Hungary and Algeria fuor the sale of 150,000 tons yearly to

each of these twy countries, also.commencing in, 1984 have been

/reconfirmed,
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reconfirmed. 1/ Thus da'ﬁ;aicé would deliver, since 1984, some 550,000 °
tons of alumina per‘}éar_fo nbn;fradifidhal markéts,3a volume almost
corresponding to tHe pfojécted capacitywof the new alumina refining
plant, o L ' '

None of these agré;ments are as yéﬁlcontractual, Algerian alumina
requirements are contiﬁgéﬁt upén‘tha caﬁéfrﬁctionrof a 127,000 tons per
year smelter to be Fueiied by natural gas and constructed with Soviet Union
technology and credits at MBSila, about 100 miles From Algiers, "~Hungarian -
long term alumina purchases reiate”td‘ﬁiéns to expahd that country?'s
aluminium induétry. Hungaryfs commltments to buy Jameican alumina
are- contingent upon the anreement to utlllza Hungarlan technology, machinery
end equipment for the canstructlnn of the new South Manchester plant, -

In this cannectlcn, 1t was annOunced'un April 30th. 1979, that
construction of the MSOG m11110n alumlna plant is to begin at the end of
this year, with Hungarlan technologyu The plant will have 600,000 tons.
per year capacity and unll he .ully aned by dama¢ ca:Bauxite Mining Ltd,

.. on. behalf of the Gouernment of danalca. Aluterv-FKI of Hungary which did
the faa51b111ty study on the Javemax progect are the d851gners and process
engineers, and HUngarlan expert credlt FaCllitles amountlng “to ¥250 million
have ‘been arranged_for the supply af equlpment necessary for the project, It
is estimated thatAmDre than 1,DOD-workeré wiil be emplayed at the peak of
construction and some 600 ara expected to be permanently employed when'
production starts up at the and of 1983, o

' The financing oF the Soutn Mancheater plant is huwever, far from
assured. In addltlon tu suppTiers credlt for plant’ and aqulpment provided

by Hungary,. thero 1s need to ralse addltlanal amount of some other {250 million

)/ Statement b? Jemaicats Minister of Mining, WMr, Horece Clark, on

. April 25th, 1979,
Jof loans,
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of loans, The Bevernment of Jemaica;‘which must put up a certain amount
of equity 1n regard to ldcel cdsts of elte wnrk, rnade and 1nfrastructure
is severely restricted in 1ts capec1ty tu burruw both damestlcelly ‘and abroad,
hy the IMF gu:.del;.nee which_gd\_;ern its economic and fiscal operations,
As for the international capitel.merket, it is reported thet long term
sales contrecte to sociellst countrles are not normally accepted as-
callateral far the finan01ng of mlnerel resaurce prngects, However,
.there exists a possibaelty thet Hungary, Wthh has a expanding alumlnlum
industry may be able to play a Iey rule 1n prov1d1ng the necessary banik
financing, | ' o o |

In the.case of the Sov1et Unlon agreement Fur the leng term purchasa of
alumina, frum damazca, there ie no doubt ae td present and future
requlrements af thls cuuntry for 1mpu“ted elunnne. The SOUlBt Unlen is an
important purnhaeer oF elumlne Frem a numher uF countrles. Among 1mportant
questlons to be settled are those relating to freight and prlce. ‘The i
Sbuiet Unzon purchases alumlna delmvered to the country‘e porte, 1¢e,_yd
reepon51b111ty Foridellvery of maternal reste mnth the suppller. The
Government of damalca hes announced that it intends to expand its |
Merchant Merlne to enable it to beneflt frem the long term alumina ccntracts.
Negdtlatlens are proceeding wdth the Government dF Nurway with reepect to the
p0551billty eF acqu1r1ng new vessels, on a lang term baeis edrreepending tu
the 250 000 tene per yeer Whlch Jamalce hes agreed to eupply tao the ' ‘
Sov1et Unlona o

In eddltlon td the long term agreements described ahove, two new shart
term salee of 200,000 tons af alumlna per year waere obtalned by Jamaica from
the Soviet Union and Hungary in April 1979. The Soviet Union is to purchase
50,000 tons per ysar, and Humgery 150,000 tons per year, for five years

[commencing in
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commencing in 1980, In clarificetion of gquestions concerning prices,
Jamaitals Mihister of Mimfisg, Mr, H, Clark stated of April 25th, 1979:

"It is conservatively estimated ihét-the price of; aluminium,
_ ingot in the perded 1980 to 1963 dwnﬂd average 1n EXCess oF
80 cents per pound and on the basis of the percentage rela=
tionship between the price of alumiha and that. of eluminium .
ingot used in medium end long term cpntracts and shipplng .
costs, an averajge deliversd pvlré of QZDD,UU pa” tcn for the
period is a reasanable expectationt - BRI

" For the period 1960-1983 theé' edumina: to be deliversd to the Soviet:Union
and Hungary would be obtainid frdm' existing TNCs locel eparaticns, presently
working under capacity, Forgign exchange payments will have o be made to
BbtAin these supplies and, on-the other hand,. the USSR peyments willvbs
made in freely convertibile Currency. It should e noted that.the
Sviet Union buys @lumina-from TNOGs on & Spot market: basis, in additien . . .
to obtaining a fixed portion of dits suppliss oh.a-long term contractual
besis, The agresment with-Jdmzice has giventifiat country & portion of the-
Soviet Union’s fixed long. L. ‘pirchases, - Jamaioa will. howavery - cantinues.
to be eligibie, -Ehrough the TNBS, For- spot market USSR: purtchaseés - through
the brokers, Iobvuie o P

CASTin the 'case of ‘the Venszuslan sales agreément3dessriﬁad.abcve; the
' eltimina to'be’sdld to the Soviet Unicn and Hungary From 1980-1983 will
havE to’ be obtained- from the TNGs cperating in Jamaicé, This alumina
could come partlalby fram tha partnprshlp arrangeménts with ALCOA and ALCAN

(33,000 tons per year and 77,000 tons per year respectively) whensver these
agreements’ come into- force. © Altertately the elumina should be.purchased
from any She of the three companies eperating in Jamaica {ALCAN, ALCDA or

'ALPART). Coee T P A A

/The restoration
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The restoration of bauxite production ta.1974 levels on the basis of
new markets for alumina would yield & considerahle increass in foreign
exchange, government revenue from Production Levy and reoyslties and.
foreign exchange in terms of wege bills and .miscellaneous local services
provided to the bauxite industry, PEE

In spite of ‘the many factors of uncertainty which, still surround
Jamaica's agreemants with the Soviet-Union, Hungary and Algeria, they
represent an important advance insofar as-they lessen.the dependence
surrounding Jamaica's long term prospects in external merkets for
bauxite/alumina, In an interview. broadcasted on Jamaican yedio on
May-3rd,* 1979, Dr, Carlton Davis,: EXEEUtlUB Director of.the Jamaica
Bauxite Institute who visited both the:USSR and Hungary 1p.cogpect10n with

the recent Prime Ministerial tour to Mbscuw, assessed the significance of

h,,i
-

the agreements as follnws.

“Slnce 19?4, the damaican bauxlte ‘ant alumina industry hés been
undergoing & relative decling, '~ There are numerous reasons. fgr-
thisg, Teasons which soma .people att“ibute to the Jamaican Bau: ite
Levy, There have baen industrdal’ dlsputes and #11"sorts GF° - -
* - fheidents which resulted in massive cuts.in production, particularly
An, A976. which cost.us Bs. wall over $40 million of foreign exchange,
Then there has been definlte diver'sification strategles ‘by some-of
' the companies: that is buying bauxite and alumina elsewhers. This
has resulted in reduced production at the two north coast bauxite
mining operations (Reynolds and Kaiser), and significahtly at
Ewarton {ALCAN), For some time now the Ewarton Works has besn
operating at half cepacity., This has resulted in laying off
morkers and severe economic effects on the people in the area,

What we have is a situation that if Jaimaica contindes on
the rendom development in the market economies, one cannot tell what
is in. store for, us, . So the devalopment over the last few weeks in
USSR and Hungary represent a very significant change in thet =
we havé assured ourselves gueranteed markets for 200,000 tons of
alumina to those two places for the next 4~5 years and to the USSR
specifically 250,000 tons per ennum commencing about 15847,

/2. TECHNICAL ASPECTS
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2. . TECHNICAL ASPECTS OF THE BAUXITE émmc*rmu LEVWY ACT OF MAY' 1974
~ The new pmdyction levy on bauxite vas imposed in May 19'74‘, retroactive
to dJamiary of this year by the Bauxite Production Levy Act, administered
by the Ministry of Finance. '
4 The principal provisions of the.Le\‘fy‘Ac;t':. are as fal).ows: :
a) The Adevy is payahle an,ther- pmm'ctiuh o‘f-':tauxite mined, whether
for export or local hmceésing.to glumina, and is indexed in terms
of U. & dollaré per. long dry ton on the average realised prite of"
priméry aluminium {ARP),
b) For the year 1974 the Levy was set at 74 per cent. It vas equal to:

0'75 X ARP per 1lh, of mqut X 2000
CL 4.3

The 4,3 f’actor :i.s the bauxite equ:i.valen’:t in 1cmg dry tons of one short

ton (2000 lbs] of metal based on @ bauxite/alumina conversion factor of
2,2 LDT/ST and an elumlna/aluminiurn factor.of 1,95 -
c) The Average Healised Price refer-s to the avmrage annual price realised
for primary aluminium sales of grades of. 99, 5% and “better by the three
U. & companies-—namely, Kaiser, Aeynolds and ALCOA, &s djetem:.ned
from tﬁeir annuall form 10~-K RAeport to the U.5, Securities and Exchange
* Commission, o o o .
d) The Levy is payable quarterly on a minimum tonhage' sgt at 14 million
long dry tons, or about S0 per cent of‘ pmductmn capacity._ _
e} The annual price per 1b, of prlmary alurun:.um is determined in two
. stages, In the first quarter of the year, the governmmt sets a
basic rate based on projections and puess estimates concerning the
actual AHP The ARP is calculated on the basis of form 10-K and the
basic J;:ate is thgﬁ adjusted,

S e, /f) The Minister



£) The Kinister of Finénce is enpoweret -be :bhinge %He basic rete on
the minimum total tonnage level; and bauxite producers may epply
For wa:.ver, reduction ‘or refund of levy. e
it;t) Pmeeeds f‘rom the levy ere pe ci into g Cepltel Develepment Fund 7
_whith may be drawn wpon for any government pur*pose, subgect to
_ approval by the Hotse O Representatives, S
h) The rate of levy was tq-be reised from 75% to 8‘7 and subsequently t
to 84 Although the levy rate epplied{has.never exceeded 7% the .
reference to the higher rates remains in the legislation,
The Levy is denominated-in U. S mrren-cy'aﬁd'is payable in U. S, fusds,
In addition to the provision pertaining to the Lévy; the royalties rate per
long dry tqn of bauxite mined vas raised to 50 cénts: {J6)s - The royalty- is:

denominated in damalcan CUrTency.. .

P P ey e s e e

The following table shows .the amount of- the. production leuy per:tan,. -
for years 1974 to 1979, -The first cglumnt represents the levy per ton-
required o -be paid on -the basis of the levy formula describedi: For the e
years - 1972 1o 1977 /-the figure represents the dlevy as-pbtained from the . - .

-Average Realized Price (ARP). of -primary métel.:  Hor 1978 gnd 1979 levy:
.rates gre based on the so celled basic price, i.s.. the estimated average -
price for the year concernegd, - The second column is derived by dividing the
total apnual levy,yield by total annual bauxite production,-.In so far as
it is lower than. the levy rates shown in column 1, this represents rebates
negotiated with the companies, ‘Rebdtes are made by the Government For a
rumher of reasons, including unforeseen production problems encountered by
the companies, and incentives to increase production for sale to nan—
traditional mearkets, The third column shows totel annual levy yield in
U. 5 dollars,

/Production Levy
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Production Levy (_including Corporate Texes) |

“"-l'

Levy per long dry ton U, & &/Ton = Total Yield

Llevy as.per -~ - . - Actually- . - - - U.5.8(3)

Formula (1) . Paid (2) . Millions
1974 - 1. 156 (Est,) - L 1e78 SR v
1975 ° . 136 {Realized) . v .. 12,93 1472
1976 14.83 (Realized) o 12, 45 : 125,0
1977 - 17.78 (Realized) . =~ . (16,32 S B3B8 n T
1978 . 18,59 (Basic)=.r 16,27 .- 3. .. 185,85
979 vl 20,23 (Basic) t . T ey T .e

Source: Jamaica Bauxite Institute Digest, July 1978, .

From the above.table:it is evident that companie$“have not in fact -
been . required to pay levy on capacity-although it was- the intention of“-thé
legislation to tax the companies on the basis of production levels set at =
90 per. cent capacity utilization (14 million tons) regardless of whether they
chose to operate:at that level or not., Indeed, the companies have been ahle
to negotiate rebates and various similar concessions,. and have not im fact
paid the full 7.5 per cent rate on their actual prodiction, Taking rebates
into aceount, the effective levy rate has been 7. 1 percent in 1975; 6.3

percent in 1976, 6,9 percent in: 1977 and 6.6 percent .in 1978, -

/3. PROVISIONS OF
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3, . PROVISIONS OF , THE AGREEMENTS. BETVWEEN THE JAMAICAN GUVEHNMENT
AND THE FUUR MAJOH BAUXITE/ALUMINIA CDMPANIES

After impeeing the new bauxite levy in 1974 the Government of Jamaics
has signee ag%ééﬁéﬁ%éAWith four major eempaﬁiee dpéﬁéfﬁhﬁ iﬁ'tﬁe.ceuntryu
These agreements, in order e¥”51gn1ng, were soncluded with- ALCOA (Gctober -
6th, 1976), KAISER (February 2nd, 1977), REYNOLDS (March atst, 1977) and
ALCAN (September 25th 1978] No egreement hee yet been 51gned with ALPAAT,
The term DF all Four egreements is Farty years, es of the date of their coming
into effect As mentioned abave, negotlatiuns currently in prcuress weth all
fbur Companles may result inlchenges oF.some of the'prev151ons 1n partlculer
those pertaining to the Productznn Levy\ It 15 expected thet all fhur
agreements w111 be fully ratlfled end come inte effect na 1eter than )

Jaruary 1980, ' a L ;;5
There are ba51ca11y twn types DF agreement—»those negotleted wnth
Kaiser and Reynolds, and thnse negotzated with ALCOA and ALCA&L The Former

prnulde For a 51 per cent equity by the Gnvernnent of demelca in euint
VEHture pertnerehlpe 1n mlnlng operet;ens w1th management functlons -
remelnlng with the TNCs. Shlpments w&ll contlnue to the reflnery F30111ties
of the Companles in the U S L : ',d kﬁ“’:
The agreements wuth ALEDA and ALCAN convert the val%e DF 51 per cent of
the mining assets of each of the eompanles to a correspanding egu;ty ,
ot -

part101pat10n by the Government of Jemalca 1n the Dverall nperetiens pf the

two CDmpanlES, 1nelud1ng thelr alumlna reflnery Faellitlesnu This results in

.....

ALCOA (94 per cent}, and the 51m11ar Jamaican pertnershlp w1th ALCAN whereby
Jamaica has a 7 per cent 1nterest and ALCAN a 93 per cent 1nterest. In the
case of the ALEOA and—ALBAN Jﬂlnt venture agreements, the chernment of
Jamaica will receive an alumina entitlement prOpertlonal to its egq;txu

* ' -

e T Y e UL L sl [participation of -
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participation of .33, Oﬂﬂa‘éons in the case af‘ ALCOA ‘and 7’7 ODO tons in the.’
case of the ALCAN agreenent, with unrestricted rights to sell this
material, . g

_The detailed prev:.sians of the four agreemmts are overviewed be.'l.eu;
a) The Jamaica-ALCOA Agreement and the JAMALCO Joint Venture

' Meement of 1975. J

Althuugh the gavernment of Jamaice first approached the Kaiser and
Reynolds Cempanies resulting in Heade cf Agreenmt, the Agreement with
'ALCOA vas in f‘act the First to be signed oh Gctober 6th, 19‘76. " The

principal negotieting pnsiticns ‘of the two parties to the egreement can be '
summerized as follows: ' - ' '
Dn the pa.rt of‘ the dovernment

- thet mining 1and acquired by the compani.es revert to netional ’

' n-.mership, ‘

- that the gavernrnent acqu:Lre ma,gcrity equ:l.ty parl:ic:.patmn in all
mining activity, o ' ) oo

- that the governmmt ubtam a Fair return for the ceuntry‘s magor
physical resource in the form ef a Pmductien Leuy indexed to the

 real price of aluminium ingot in the market plece. ' ‘

= that gevernment shauld have the optmn of” particlpating in alumina

procassing,

On th:'erjpartu'af the ALCOA Campany

-

- that the Company be assured of‘ central over all basic cperatiens of"

mining and alumina ref‘ining,
" - that the Ccmpany have guarantees concerning f‘uture cnst stabﬂity

S w

‘ and access to baux:.te materiel' '
- that the Company receive soma relief‘ from the Promctinn Levy of
8 per cent for 1976, ' -

R

)/ Compiled from Jamaelce=ALCOA 1976 Agreement, Press Release, October Gth,

1976; Jamaica Bauxite Institute Oigest, December 1976 and interview
with W, P, Crouch, of ALLOA Jamaica, November 1977,

/The Company
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The Company was particularly insistent that it be in total control
of the Halse Hall alumina refinery which was completed-.in 1973 with initial
capacity of 550,00 tons of elumine ‘and with provisions for future expansion
up to 1,650,000 tons, According to the Managing Director-of the ALCODA
subsidiary in Jamaica, "ALCOA needs to have control from raw material
source to the alumina plant, in view of its recent investments in
expansion®,

In résporise to'ALCDA's basic requirements and in compliance with the
priorities of Jamaica, the Governmént proposed the conversion of its claims
to 51 per cent of ‘mining assets to & 5 per cent equity im the whole overall
operations of the Conpany in -Jamaich,” ‘This forms the basis of the agreement
described below: A1l surface lands will be purchased by the Government
from ALCOA at writteh down book value, The Government undertekes to lease
to the Company such lands a¥” are hecessary to its mining operations for the
hext forty years, with provisions for expansion of present levels of ALCODA
operations. The major provisions of the agreement are:

{1} The governmént is to acquire all mineral and hon-ocperating lands
held by ALCOA comprising seme 7,000 acres, for an amount not exceeding the
original acquisition costiof U, 5, 62,5 million., Payment by the Govermment
of Jamaica for land-acouisition iS to be made by a 10 per cent imitial
« payment in US funds,- the remaindér to be paid in nine annual installments
at 7 per cent interest on the unpaid balance,

(ii) The government is to acquire 51 per cent of the mining assets of
estimated replacement value of US518 million at written down book value
of approximately USE8 million. Payment to be made by & 10 per ceht initial
transfer in US funds, the remainder to be paid in nine annual installments
at 81 per cent interest on the unpaid balance. This converts to a 6 per
cent interest in the joint venture partnership (JAMALCO) which will operate
all mining, refining anc shipping facilities presently belonging to ALCOA

in Jamai
c2 /{iii) ALCOA is
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(3ii) ALCOA is granted a special mining lease which will make
availahle to the Company bauxite sufficient for forty years of operations
- based on the present. capacity of the alumina refinery (550,000 tons) with
provisions for expansion.

{iv} The Production Levy is fixed at 7% per cent of the annual
realized price of sluminium ingot for a period of eight years from
January 1st, 1976 to December 31st, 1983, after vhich is open to review.
{This implies that ALCOA ves retroactively exempted from the 8 per cent
Production Levy rate set for the year 1976.]

(v) The Government of Jamaica and ALCOA Company agreed.to a-

. Joint . Venture partnership- betwesn Jameica Bauxite Mining Ltd (6 per cent) and

ALCOA Minerals of -Jamaica, Inc, to he called "JAMALCO"., Under the terms of
~this agreement, sach party is solely responsible for the marketing and other
disposition of its Alumina Entitlement, i.e. "nothing shall limit or
otherwise restrict any Member?¥s right to sell bauxite or alumina delivered
to it by the association {JAMALCO) at such price, to such persons and such
terms and comditions .as such Members in its sole-discretion shall determine”.
Jamaica®s entitlement is 33,000 tons of aluminas

.- (vi) Either partner of the JAMALGO joint venture may undertake: |
expansion of the existing plant in increments of roughly 300,000 tons per
year -to: & maximum total capacity of the refinery of 1,650,000 tons per year.
This gives Jamaica the opportunity of acquiring & majority share in the
joint venture, provided Jamaica puts up the capital for expansion,

{vii) ALLCOA retains the management function of the Joint Venture.
JAVALCO and supplies technology in aceordance with a Technology License
.eqreement between the JaMALCD partners.

+(viii) Any expansion. by Jamaica Beuxite Mining Limited of the present
capacity of the elumina refinery (550,000 tons) will have to be constructed

by the- ALLOA Company, on the terms of an Engineering and Construction Contract
[/vhich forms
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whlch Forms part of the. JAHALCU Ubnture Agreement u51ng the proprletary
technolngy Df the ALCOA Companyunu _ o ' _ ) '
{ix) Jamaica will have two members on the total of seven persons in the
Executive Cummlttes of JAMALCG Jamaicats first. two appolnted dlrectars
are the HDn. Mayor Matanon end Dr, Carlton Davis, . ,
{x) ALCUA will on ccmpletion of the necessary enabllng leglslatlon.
and upon the Full restura ion Df the Halse Hall aWumlna plant subsequent
to the major explosion of 1978, . w1thdraw prccesdlngs flled with the
International Centre for the Settlement of Disputes (ICSID), ‘Thé f
Agreement pr0v1des for setflement UF dlsputes 91ther in the Courts of
Jamaica, or by speclal Arbltratlnn prﬂcedures by a trlbunal of bhree _
persons, hne to be nominated by each daf the two- partmers and a- neutral
Chairman to be agreed upon by both partles. in the event of failurevto
agree on a Chairman oF the Arbltratloanr1bunal, such a Thairman. shall ‘be
appolnted by the Pr951dent of "the Law Soc1ety of England |
At the 51gn1ng ceremony whlch took place at Jamaica House in Klngstoh .
on Uctober Bth 1976, Prime Minlster ichael Manley expressed satlsfactlon_“
th the agreement- / ' o

"This agrgement.embodieshthg sccéptance by ALCOA, the world's’
leading aluminium producer, pf the principle of national contfol_l
of Jamaica‘s bauxite resources. At the same time, it provides iy
ALCOA with a guaranteed iong term ore supply and predlctablllty ’
of ‘a major cost factor, thereby establlshlng‘a secure and steble.. ...
business environment in which to operate, The Government of
dJamaica has sought, among other things, to make two things clear
since it took office in 1972, Firstly, we have absaluteﬂy no '“ff“""fj
1nterest in-using our bauxite for purposes of pOlltlcal manlpulatlbn'--,
we have absolutely no 1nterest 1n denying dnyone our baux1te. Uur '
sole interest is in'‘a falr prlce, and & fair deal, " Cur baux1te is-
no good to 'us’ lylng in the ground; but we will, not give 1t away.
This gavernment mnll not and no future gouernment DF damalca can o
sell ‘the nation’s blrthrlght for the pruuerblal mess of pottage.
We are in a race to build a matien, and a race "against desperation
and self-perpetuating poverty,

/Secondly, we



- -Secondly, we have made it clear that we welcome foreign
capital on terms that are consistent with national sovereignty
and the interests of dur people as & whole, This was reconfirmed
in an official statement pn Democratic Socialism in November

974", |
Mr, WH. krbme George, Chief Execu%ibe DFFicer of ALCOA, equally
expressed satisféctioh w1th the aareenent‘ '

"Thls new agreement is much more than Jjust an understanding

on bauxite levies. It goes far beyond those matters which

had been in dispute, It established a new stable relationship
between the government and ALCOA in a forty year agreement with
flexibility in financial errangements, The agreement gives us
the kind of stability and predictability we need for long term
planning, It provides Jamaica with a direct base for shar1ng
the financial rewards of the industry. I see this as a winning
situation that works, This agreement offers something to bath.
sides, It is the result of negotiation and responds to today's
needs both for Jamaica and for ALCOA™,

b) The Jamaica/Kaiser Agreément of February 2nd, 1977 1/

Subsequent to the breakdown of the 1974 negotiations between the
gavefﬁment and the company and the unilateral impdSitiaﬁ of the Bﬂuxite';
Production Levynby the Government of Jamaica, the Kaiser Company reopened
negotiation with the Government in October 1974, Although Kaiber was the
first of the companies approached by the government and the unly.U.S.l i
Aluminium Company opereting i; Jamaica which did not refer the 1874
Productiaon Léuy dispute to GPIC, the agreement'between Jamaica and Kaiser was

not concluded and signed until February 1977. ‘Negotiationsiwere long

1/ Compiled from: Agreement between Government of Jamaica and Keiser
Bauxite Company, February, 2nd, 1977 (full text), securities and
Exchange Commission 10 K, Kalser Aluminium Chemical Corp,, Fiscal
Year, December 31st 19773 Interview with Mr, Hannlbal, Kaiser
Mlnlng Corp, Kingston quember, 1976; IBA Quarterly Review, March 1977;
Interu1ew with Dy G, Davls, Jamaica Bauxite Instltute, January, 1977,

fand difficult



and difficult and not. assisted by reports: that the Kaiser Company supported
the -epposition.party in the December- 1976 Jamaica Election,

The major terms of the:agreemené are as: follows:

(i) Kaiser will sell to the Government of :Jamaica for book velue of
approximately, US} 15 million, the 48,000 acres ef bauxite lands
not required for.plant operations. Payments to the government
will be made in ten. equal anhaéi'instaklments with a 7 per cent
charge on the unpaid balance, .. - S : ~

(ii) Kaiser will séll 51 per cert of its mininé assets to the Government
s of "Jamaica for epproximately-UST 11 millioh at written down book
value,” Payment is to be made.in ten equal annual-instaliments at
- an interest rate of 83 per cent on the unpaid balance;
. (311} Kaiser Bauxite will receive rights to a forty (40} year supply
-SuFFicient»forﬁKaiser’s.Aiuminiuﬁtfacilitiés at:Gramercy and
‘Baton Rauge in the United.States. In return for-these rights,
". Kaiser Bauxite will pay annually 7 per cent of. the Government?s
-~ . purchase prige for the land under ‘mining lease,: - ..
(iv) Keiser is to pay the .Rroduction Levy of 7,5 per-cent on.the
© + average realized price of primery ‘aluminium received by. ALCOA, .
" Reyriolds -and Kaiser: computed on:a.three-company arithmetic
average as reported in each Company®s Book Report filed with
SEC from January 1974 to:December 31st, 1983, (This exempts
¢« - “Kaiser from the 8 per cent levy rdte set for 1976,) -
: (u] Kaiser Bauxite shall be entitled to a. reduction of one half per cent
- on the Production.levy rate in each year from January 1ste 1977 to
- December 31st, 1983 subject to two conditions: K
v =-that the total quantity of bauxite subject 'to the Production Levy
moved by Kaiser Bauxite :and Jamaica. and/or applicable to Kaiser
Jamaicals.interest in Alpart shall.net be less than 3 million

long dry-tonsy. . RETEREINE /-sales of * i



‘w.sales of:aluminium to third parties by Kaiser Bauxite or its

affiliates during the year shall not be less than 500,000 short

tons of aluminium processed from Jamaican bauxite,

* Quarterly payments of Production Levy to be made as if these

(vi)

conditions were satisfied, i,e 7 per cent vith adjustments to

" be made in the event that they are not satisfied, -

In order to permit Kaiser®s claim on tax credit-allowable against
United States Income Tex liabilities applicable to Kaiser's

operations in Jamaica, a nominal profit per long dry tone

" disposed of by -Kaiser Bauxite, end not utilized in the manufacture

‘of alumina in Jamaica, is set as follows: a fixed amount of

ush 3,07 plus a variable amount initislly set at USI1.92 to be

Y

Cdndexed to the base price of eluminium ingot as of January 1st, 1977,

Corpaoration tax payable to the Jamaican Government in US funds

" calculated on this nominal. profit, #ill be credited against the

(vii)

Praoduction Levy as set out in the previous paragraph, The royalty
payable by Kaiser?s is fixed at fifty Jemaican cents (J00.50) per
long dry ton payable in US dollars, if so requested,

A new partnership. is to be established between Jamaica Bauxite

Mining Ltd, {51 per cent) and the Kaiser Bauxite Company, which

‘will conduct mining operations on behalf -of Kaiser Bauxite, The

partnership shall have an Executive Board consisting of eight
members, four to be appointed by JBW and four by Kaiser Bauxite,

Kaiser Bouxite will serve as Managing Partners in accordance with

- a Management  Agreement between the partnership and Kaiser Bauxite,

(viii)

Insofar as the Jamaica Bauxite Company is in -effect a “sleeping
partner? and the operations of the partnership will not differ

from the previcus operations of the Kaiser Company on Jamaica,

“Jamaica will receive 14.68 per cent onits paid up capital for the

first. 15 years of the agreement, and 10 per cent thereafter.
/{ix) Arrangements



(ix) Arrengements. for settlement bf disputes are similar to the -
provisions of the ALCOA Agréement, The Kaiser Co,.. will withdraw
' proceedings under ICSID From the date the agreement comes into
effect, _ T : -

{x} By & Mining Agreemert between the partnership, (Kaiser. Jameica

 Bauxite Company) and the Kaiser Bauxite Company, the partnership
will conduct mining operations for Keiser in return for an annusl

mining charge per ton detérmifed by .dividing the partnership
expenses by the eggregate number of tons loaded for shipment

- on behalf of Kaiser Bauxite in a calendar year, -

~{xi) The government is entitled to expand production of bauxite by the
partnership provided the govermment raises.all the funds .-
necessary to finance acquisition of additional facilities. The

" government will take for its own use or sale.all “bauxite produced
as & result of such expansion at a mifiirg charge determihed the same
wéy as that paid by Kaiser Bauxite, = If the governmerit expands
production of the partnership, the govertment will pay Kaiser
Bauxite an dnnual charge for use of Kaiser:Bauxite's share of the
partnership's assets,

(xii) At the time of the ‘negotistion of this agreemént, the Jamaica
Bovernment had agreements with Mexico to tuild an slumime plant of
approximately 600,000 ton capacity in Manchester. - Kaiser agreed that,

‘ praﬁidéd the project is echomically-ﬁeaSible and-competitive with

" other sources of aiumind, Kaifer Bauxite would-participste in the
equity ownership of such a plant to the extent of aspproximately
200,000 tons 6f aluiing, annuelly.  (The JameicafMexico .

arrengements aborted.as explained above in part 1, e}, (ii) atove. )

- /c) The Jamaica



c)

The Jamaica Reynelds Agreemen March 31st, 1977 _j

The agreement between the Bovernment of Jamaica end the Heynolds

Metal Company 1s 51m11ar te the Agreement with Ka;ee:; The mejor points

of dlfferenCe are!

(1)

(21)

Reynolds and Reynolds Jamaica n:.nee will sell to the Gevernmewt

of Jameica ell its 1end holdings and agrlculturel aSSEtS. These

compriss 65 c00 acres and were worth a net book value of

apprnnlmately USS? BDO DDG at December 31st, 1977. In addition,

‘_Heynnlds will eell 1ts agr1Cultural 1nventer1es, net book value o7

appr0x1mately USss 3 mllllon. Heynelds agr1cu1tural_assets include
some large herds of cattle and other livestock, Terms of payment
are s:mliar to the Kalser Agreement., ' '

Heynolde;dema;ce Mines will sell to the‘goyernment a 51 per cent
interest in ite preperty;'plant and equipment-valueﬁfét approximately
US(&,800,000 at December 3ist, 1977, Reynolds willhfetein a 49 per

cent 1nterest Terms of peyment by the Government are similar to

the Kaiser agreement;

(111]

Provisions for the payment of Inceme Tax are 51milar to the

Keiser Agreement, except 1nsofar as the nominal prnflt per long

=dry ton of bauxlte dlqused aof by Reynolds end not used in the

menufacture DF alumina in Jamalca is less than in the

_ case of the Kaiser Company, Proflts per long dry ten for Income

Tax purposes are cemposed of a fixed ameunt of USS.DD plus a

uarleble amount established at USG1, GD as of January 1st, 1977,

Cempiled Frem' Jamaica Reynelds 1977 Main Agreement (full text];
Securitiesand Exchange Commission Form 10 K, Fiscal Year ended
December 31st, 1977, Reynolds Metal Co,; IBA Quarterly Review
March 31st, 1977, ' '

/The variable



(iv) Production Levy provisions are similar to those epplying to the
Kaiser Company, with & similar entitlement of a reduction of one
‘half of one per cent in the lsvy rate provided bauxite production
is no less than 3 million tons by Reynolds and/or by the interests of

- Reynolds and Alpart are no less than 3 million tons per annum end
sales of aluminium to third parties no less than 500,000 tons
produced from Jamaica bauxite, p :

(v} The partnership between Jameica Bauxite Wining (51 per cent) and
Reynolds Jamaica Mines Ltd, (49 per cent) will be called Jamaica

Reynolds Bauxite Partners, Arrangements are identical with the

Kaiser Agreement, with the exception that Jamaica Bauxite Mines
will receive only 12 per cent per annum on its investments for the
use of its 5% per cent interest in the mining assets. Reynolds
will menage the operations of the partnership for the first seven
years, under & management contract and the Heynolds Jamaica fines
. .ltd. will receive the entire output of bauxite by the partnership
. in return for a Mining Charge, . , Coe
d) The Jamaica-ALCAN Agreement of September. 25th, 1978 1/

The agreement between the Jamaica government and ALCAN Ltd, is similar
to the agreement between Jamaice and ALCOA. Major points of differences
‘are: | : ‘ o -

-+ (1) The government will acquire all ALCAN's mineral lands at net
book value for a sum of approximately USH7.5 million.
{ii) The government will acquire a 7 per cent interest in ALCAN's
integrated Jamaican mining and refining operations at book value
of USH4.4 million,. payable in ten annual instellments at 8% per

cent interest on the unpaid balances,

)/  Compiled from a News Summary, dBI Dlgest, October 1978 ‘and the

IBA Quarterlx Rev1ew3 September 1975,
" /(iii) Both parties



(iii] Both parties will contribute their respective interests to a
- joint venture partnership to-be. called JAMALCAMN whose annual
‘rated cepacity is 1,095,000 tons of slumina, with the Government's
"share being 76,650 tons, ALCAN will be the managing partner end
JAMALCAN will be directed by a seven member Board on which ALCAN
will have five directors and JMB will have two. .

(iv) The Government will purchase'a ? per cent interest in ALCAN?'s
farming enterprises {beef, dairy and citrus} at an undisclosed
price., ALCAN will continue to manage the farming operations,

(v) The bauxite levy applicable to ALCAN will be fixed at 7.5 per cent
until December 31st, 1983,

(vi} ALl other provisions are similar to the other agreements. ALCAN
‘however, is unable to write off that portion of the Production
Levy calculated to- be equivalent to & corporation tax, because
ALCAN is not a U, 5 company and is thus not eligihle‘Fof the
advantages affered to U.S. Companies under the Western Hemisphere
Trading Concessions, by the Government of the United States.

For this reason, the Production Levy is more burdensome to ALCAN
than it is to the U.S. Incorporated Companies,

e) Final comments on the ownership- aspects of the agreements

None of the above agreements are as yet in effect, because the necessary
enabling legislation has not ‘es vet been enacted, However, insofar as the
Government of Jamaica is in continual contact with the Companies concerning
the administretion of the beuxite levy and other matters, it can be inferred
that a number of the provisicns of the agreements, in particular those
peftéinihg toc Tdaxation and the Production . lLevy liabilities represent
currently operational arrengements, except insofer as those might have
been modified by ongoing new negotiatlions between the Jamaicen. Government and
the Companlas. A summary evaluatlon of the Agreements descrlbed above follows:

/{1] Under Jamadcan



(1) Under Jamaicen Law, . bauxite deposits are vested in and controlled |
by the Jamaican Gauemment. whether the land is privately owned or
not, and min1ng is eubgect to the obta1n1ng of government leases.
This has always. been S0, However, the companles haue in the past,
acquired much more surface lands than they needed for access to
bauxite deposits. The parcels of land presently belonglng to the

- Companies are not only extensive in area, tut are frequently
scattered all over the 1eland The purchase by the government of
some 195 000 acres of lands w111 enable to ret1onalize land use
as a precondition for. sound agr1cultural development

(i1} Although the Kalser and Reynolds Agreements do not in any s1gnificant
way affect operatlons of these two companles in Jamaica, because in
both cases the partnershlp between Jamaica and the company will
continue to Droduce and dellver bauxite to the TNCs in return for
a mining charge, they are mutuelly advantageous to the Government
and the Companies. They create & common interest between the
partners in mainteining producticn jgyels of bauxite mining.

(ii1) Jamaica's non-controlling interest of 51 per cent emables the
Government to influence minor compeny decisions by virtue of the
presence of government appointees on the Board of Directors;
enables his cadres to become more familiar with the technological
and management aspects of the mining operation and to monitor
more closely day to day developments and, finally, responds to
the assertion of naticnel objective of gaining control over the
industry.

(iv) The scquisition price of the written down book velue of assets
is relatively low and the negotiated government rates of return
of 14,68 per cent (Kaiser) and 12 per cent {Reynolds] ere in excess

Jof the



of the cost of the borrowed capital at 8,5 per cent. The rising
price of aluminium means that the ectual value of the mining assets
acq'ﬁ:ired', calculated on the tesis of the discounted value of the
futurs yields of bauxite, is considerably higher than the
acquisition price, ‘

“{v) The arrangments offer security to Keiser and Reynolds both of
which are highly dependent on Jamaica as & source of bauxite for
their U.S refining end smelting operations.

(vi) In the case of the ALCOA and ALCAN agreements, Jamaica also has
no control in the JAMALCO and JAMALCAN -jJoint ventures, However,
the government will benefit by virtue of possession of its own-

- alumine {approximately 110,000 tonnes per annum), .which will bs
sold to non-treditional markets as described above, Furthermore,
the Government hes options on.-expansion of alumina capécj.ty under

‘the terms of the ALCOA Agreement,

/ STATISTICAL ANNEX
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Table 1

(TAL CAPITAL INVESTITUTT IN JAMATC, BY
e+ _____.__..._—.-——.4——-__-—-_—_""-' —

THE BAUXITE/ALUMINA COMPANIES TO 1973

Lan oW e i g m:z:mmmmr

Total Cap. Invest. Cap. Invest in fnp. Invest in Cap. Invest in Cep. Invest. in . Total o
in Jam. to 1969 “Jam. 1970 Jam. 1971 Jam. 1972 _ Jam. 1973 1973
(387000)*" (Jgroo0)* (38+000)" (38*c00)* {787 000)" (731027
Bauxite Mining : , ) _ .
end Drying 96,781 ‘ 2,025 1,091 - 1,708 - 75313 108,919
BMumina Produc- . |
tion 310,396 18,230 58,574 16,242 16,324 539,766
407,177 _ 80,255 59,665 17,951 23,637 648,685

Sources ¥ Obtained from the Companies

+ Annual Returns under Mining Regulation 54



Table 2

Rates annual capacity 197&°

COMPANY Ownership Mine Site Flant Site Port : (000 metric tonnes
‘ L ’ _ . __ Dbate . . Alumina Bauxite
Started
1. JAMALCAN ALCAEN 932 Russell Place WNov, 1952 Kirkvine Port Esquivel 567
(Mandeville, Manchester) 2687
JAMAICA GOVT. 7% Schwallenburg Sep. 1959 Ewarton " " ' 562
0 ’ .
2. JAMALCO ALCOR 94% Breadnut Valley  Apr. 1972 HalseHall ~ Rocky Point 550 1270
JAMAICA GOVT 6% i (Clarendon)
3. ALPART ANACONDA 27% Sep. 197C¢ Nain
. . . [ i
REYNOLDS 36.5% Fssex Valley (5t. Elizabeth) Port Kaiser 1130 3117
KAISER  36.5% L
5 .
4. KRISER KALSER 49% water Valle 19¢ Port Rhodes Port Rhodes 4260
BAUXITE ‘ Y
JAMAICA GOVT. 51%
5. REYNOLDS  REYNOLD 493 : : : ' O am
OLDS Lydford Lydford : © Reynolds Pier - . 3100
JAMAICA GOVT. 51% Ocho Rios
| o S Apr. 1971 - .
6. REVERE REVERE ' COPPER . o L e e
RE ¢ & Magotty ~ -+ Magotty ' Rocky Point (200 (500
BRASS INCORP.
TOTAL (excluding Revere) 2800 14374

gource: Various companies reports,



Table 2

BAUXITE ANT: ALUMINA PRODUCTION, 1953 - 197&

Total Ba.usu‘fé Bauxite Alum.ma. Banxite Bauxite
Produced Shipped Shipped Converted Proceased
Year (Net Dry tons) (Net Dry Tong. 000 Tomnes  into Alumina to Alumina
M Tonnes M Tonnee 1 Tomnes in Jamsica %

1903 0.93 1.07 29 .10 11
1944 2,08 1.76 . 108 L .32 15

1955 2,69 , 12022 - 186 47 17

1956 3.19 2.62 216 C . .58 t8

1957 4.67 32.70 442 .97 21

1946 5.81 , 4.88 379 - .93 16

194 €. 21 4,26 405 <94 18

1960 5. 84 4.2 676 1.62 28

1961 67T 5.05 714 1.72 25

1962 7.62 6.08 637 | t.5% 20

1963 7.01 5024 737 1.77 25

1964 7.94 . . 6,06 780 .87 24

1965 8.68 6.89 . 732 1.76 T2

1966 9.07 ‘ T.14 803 1.92 21

i9€7 9.27 7.26 837 . 2.01 22

1966 8,53 6.31 922 2.21 26

1969 10.50 7.72 1,156 : 2.78 26

1970 12.00 7.70 1,716 4.31 36

1971 12.44 . 7.71 1,811 4.7% 38

1972 12.54 7.16° 2,135 5.38 43

1975 13.60 7.39 2,416 6.21 46

1974 15.33 8.00 2,805 . 7.33 48

1975 11.57 5.48 2,374 - T6.08 53

1976 10.20 €.20 1,600 4.00 39

1977 11.43 6.35 2,035 5.08 44

1978 1.73 6.44 2,150 5.29 45

Source: Ministry of Mining and Naturai Resources



Table 4

LUSTRY

RETURNED VALUL OF THE BAUXTTE-ALUMINA IN

TQ_THi: BJONOMY OF JAMATCA, - JBM

4. Payments to thé Qovernment

1977 1972 1973 1974 1975 1876 1977 1978 2
Preductbar evy - - . 161.5  133.8 115.6  166.9 '169.6
Corpurate Taxd 218 20.3  2c¢.7 - - - - -
Royalty 5.1 5.0 3.4 7.0 5.4 4.8 5.2 5.8
Total of Above 24,9 23,3 24.1  166.5  139.2 118.5  172.1 175.4
Other Taxes = 3.6 4.3% 5,8 3.5 8.4 n/a n/e n/a
TOTAL 28.5  27.6  29.9  178.0  147.0 118.5  172.1 115.4
of whi-ch ‘
Levy{Royalty in US§ - - - 185.4  153.1 130.3  189.3 193.0
B. Locel Non-Cupital Expenditures
Vages & Salaries 28i6 32,5 48,9 491 55.6 62,5 0.0 56.1
Supplies & Mats. n/a 1.3 30.8 29.2 3.0 20,1 30.9  55.9
Other Services n/a 6.8 11.0 16.8 42.3 40.0 854 93.7
TOTAL 28.6  57.6  Y0.7 95,1  136,9° 122,6. 186.3 207
 C, Total Returned Value to Jamaica
TOTAL : 4 + BF 57,1 85.2  120.5  273.1  284.9 253.7 356.4 383.1

Scurces Jamaica Bauxite Institute;

Bank of Jemaice

1. aAfter 1974, Corporate Taxes are included with the Levy

Land Tax, Customs; License, eatc,
{See Bank of Jamaics Annual Report, 1978)

2
3 Computed at J$1.00 = US$1.10



A,

Table 5

INDICATORS OF THE CONTRIBUTION OF THE BAUXITE-ALUMINA INDUSTRY TO THE ECONOMY OF JAMAICA

BASIC INDICATORS IN J$™

. GDP of Jamaica

vontribution of bauxite/
2lumiras to GDP
Total Export Earnings

Value of Exports of Bauxite/
Alumina

Recurrent Government Revenue

Payment to Government by
Bauxite/Alumina Industry

7. Beturned yalue from HBauxite/

B.

ZOURCE: Compiled Jamaican Sources .

Alumina

pAUXITE/ﬁLUMINA PRODUCTION

Sauxite Procduced in M of long

dry tons

Alumina shipped in ‘000 metric

tons

1971 1972 1973 1974 1975 1976 1977 1978
1275.9  1434.1  17¥3.6  2265.4  2632.5  2717.6  2965.5 N/A
12§.8 113.2 132.0 ZR7.6 ©26).6 220.1 céd.1 N/A
274.8 292.6 387,17 653.1 780.6 575.8 666.9 676.5
173.0 168.3 227.3 4P1.4 481.4 389.4 489 .2 493.5
244.4 280.7 341.3 421.9 509 .0 520.4 522.1 N/A
28.5 276 29.9 178.0 147.6 118.5 172.1 175.4
57.7 85. 2 120.5 273.1 284.9 253..7  358.4 383.4
12.3 12.7 12.4 15.1 11.4 10.2 11.3 11.6
1911 2135 2416 2805 2374 1600 3035 2150

(Contoso )}



(nou EDnt, )

Table &

INDICATORS OF THE CONTRIBUTION OF THE BAUXITE-ALUMINA INDUSTRY TO THE ECONOMY OF JAMAICA

C. PERCENTAGES

1o, Eauxitéfhlumina contribution
to GDO (2 1)

11..?aux¥tefﬁluwina Contribution
to Export Earnings (4 = 3}

12. Bauxite/Alumina Contribution
to Govt. Revenue ( 6 . 5)

13. Returned Value of Bauxite/

Alumina as % of Bauxite/Alumina

Export Earnings (7. 4)

14, Returned Valve of Bauxite/
Alumina as % Total Export
Earnings (7 3)

if. Zxpoxt proceeds (4)
16, payments to Govermment (&) -

17. All other local costs

1971 1972 1973 1974 1975 1376 1977 1978
‘19.0 7.9 8.0 12.7 5.9 R.5 10.2 N/A
65.1 64.13 65 .4 73.7 65.0 67.6 73.3 73.0
11.7 9.8 8.7 42,2 29.0 22.8 33,0 N /A
31.9 45,2 53.0 56.7 59,2 65,1 73.3 776
20.7 23.1 34.0 41.2 38,5 44.0 33,7 56.6

D. CONTRIBUTION OF BAUXITE/ALUMINA INDIISTRY PER'TDN OF BAUXITE PRODUCED {(in Jamaican Dollars}

14 .65 14.83 28.04 31.89 42.24 38.18 43,29 82.54
2.32 2.17 2.41 11.79 12.95 11.62 15.23 15.10
2.32 4.54 7.31 6.30 12.00 12.00 16.59 17.90
4.65 q.71 9.72 18.09 24.95 23,62 31.72 33.00

13, Total Returrnaed Value (7)

FCOCFCE: Comniled Jamaican Sources



Table 6

BIG 4's FIVE YEAR PERFCRMANCE (Incom, 6 Rewcnues in USS million)

1974 1975 ‘ : 1976 1977 1978

— ety

Record Performance

ACOA )
Net tncome $  174.8 § G4.8 $§ 143.8 $§  1v5.2 $ 312.7
REVLnUeS $ "2,727.% $ 7,305.9 $ 2,924.4 § 3,416.4 $  4,051.3
Ancrgs ooy L, Share $ 5.1¢ § 1.85 p 1.14 § L.58 $ B9l
Priméry Alcrinum

Producticn (3.7.) 1,585 mittion 1,257 m 1,280 m 1,376 m 1,30 @
ALCAN
Met tncoms g 162.0 m $ 35.0 m $ 46,0 m $ 201.9 m $ 289.4 m
Revenues $ 2,427 $ 2,313 $ 2,671 $ 3,02 § 3,738
l. per C. Share $ 4.11 65¢ % 1.14 $ 4.98 $ 7.15
Frimzry Rlur inum

Producticn (s.1.) 2,174 wmillion Z,016 m 1,673m 2,067m 2,198 m
et Income 5 114.2 $ 60.0 $ 75.0 < 86.3 % 117.8 =
s VET Y25 $ 2,048.9 % 1,730.9 $ 2,132.1 i 2,20 $ 2,829,k
§, per Z. S+arg $ &, %1 $ 3.25 b 4,16 3 4.0 $ AN
Primary Aluminum )

Froduction {(s.1.) i,201,800 8621,5C0 083,400 1,001,300 1,059,300
Y )SER
et income ) 111.0 § 94.7 3 84.5 5 112.1 m $ {45.5 =
Revenuas $ 1,7135.% $1,978.1 $ 1,851.9 $ 2,179.8 $ 2,46€
{. per C, Share $ 5.63 $ 4.78 $ 3.08 $ 2.77/5.53 $ 3.58
Pricory Aluminum

Productior (s,1.) u0B,212 752,720 £51,582 937,212 1,001,161

Bource: Jamaican Bawdte Institute Digsst, May 19759






Table 7

ERCSION OF THE GAINS FPROM THE BAUXITE /ALUMEZNA INDUSTRY DUE TO

RISING IMPORT PRICES (1972=100) {1972-1978)

1972 1973 1274 1975 1976 1677 1978

1. Value of Bauxite/ -

Alumina Exports s ) T : - .

JuM 188.3 227.3 481.4 481.4 389.4 489.2 - 493,
2, Fayments to Govi.

py Bauxite/Alumina - )

Industry J$M . 27.6 29.9 178.0 147.6  118.5 172.1 175.4
3. Returrnied value from .

Bauxite/Alunina :

JS$M 85,2 120.5 273.1 284 .9 .253.7 358.4 83.
4. Import Price Index : R

1572=100 160.,0 i31.4 . 1%l.6 215.5 227.6 247.3 290.6

5. Value of Bauxite/ ) .
Alumi E i

oruRuna BXpOItS M 18s.3 173,00 251.2 . 223.5  171.1 - 197.8  169.8
External Purchasing

POWGT '

¢. Payments to Government

by Bauxite/Alumina 27.6 22.8 92.9 68,2 52.0 6%.6 60.4
Industry in External

Purchasing Power

. keturned Vaive from
Bauxite/Alumina 85,2 81.7 142.5 i32.2 111.3 144.9 131.9
ITodustry in External
Purchasing Power

Source: See tables 4 and 5.



Table &

b AL TE/ALUMLYS INDUSTRY

 QPERATING 1iTPS AND CAPACTTY (million topes)

Bauxite Produc- Operating Alvmina . Dperating
Year tion Capacity Rate % " Capacity Rate
1975 15.54 87.5 2.94 " - B1.6
1974 16,07 95.3 3.C 93.3
1975 16.12 71.8 3.0 8¢.0
1976 15.82 65.2 2.B5 - 55.2
1977 14.37 79.5 2.80 72.7
1578 14.37 81.6 - 2.80 - 76,8

Source: Five Year Development Plan 1978 - 82
Jamaica Bauxite Institute

OPERATING RATES BY COMPANTES

( per cent)
TOMPANY 1974 1975 1976 1977 . 1978
ALCAN 100 84 68 76 72
ALCOA 100 69 27 68 84
ALPART 83 14 59 77 75
KAISER 97 "66 64 85 9
REYNOLDS 89 64 - T2 617 62
HEVERTE 56 40 0 0 0

Source: Company capaciiy and production datsa.
Ministry of Mining and Netural Besources.
Jamaica Bauxite Institute



WOKLD BAUXIYE PRODUCTION 1972 - 1977 ('000 tonnes)

Table 9

— 1972 1973 1974 1975 1976 1977
IbA coﬁuTRIEs
BUSTRALIA 14433 17596 20065 21008 24085 26074
DUMTNICAN REPUBLIC 1036 1146 1477 910 529 722
GHANA 362 354 421 353 268 235
GG:NEA 2600 3800 6433 7674 11316 10871
GUYANA 3668 3621 3168 3559 3134 3915
_HAI'TI 783 .743 641 522 635 588
INDONESIA 1276, 1229 1270 993 940 1301
JAMATCA 12989 13490 15327 11571 10311 i1433
S1..RRA LEONE 694 693 692 716 651 745
SUKINAM 7177 65686 6385 4929 4618 4951
YUGOSLAVIA 2197 2167 2370 2306 2033 - 2044
TOTAL IBA 47815 51525 58249 . 54540 58520 62879
3 World 69.1%  70.8%  72.9% 71.0% 72.7%

73.6%

[Contaoa)



(...Cont.) Table 9

WORLD BAUXITE PRODUCTION 1972 - 1977 {°000- tonnes)

1972 1973 1974 - 1975& 1970 1977

ALL OTHER COUNTRIES

BRAZIL L. 765 849 - 900 - 969 998 1035
CHiNA, P.R.(est) 550 600 700 - - 990. 990 1200
France 3402 2870 2923- 2563 2663 2059
GRELCE 2409 . 2748 2813 3006 2551 2984
HUNGARY 2356 2600 2751. 2890 . 2918 2949 .

. INDIA 1689 1286 1270 1274 1449 1512
MALAYSIA 1076 1143 948 704 660 616
ROMANIA 894 900 - 816 - 779 890 300
TURKEY 471 . 352 460 631 agl 567
U.5.A. 1841 1909 = 1998 1801 1990 2013
U.S.5.R. (est.) 5800 5800 - . 6000 6600 6700 6700
CTHERS 111 68 51 47 43 a7
WORLD TOTAL 69179 72750 . 79879 | 76795 80381 85461

SOURCE: International Bauxite Association
World Metal Statistics



Table 10

PRODUCTION AND SHIPMENTS OF BAUXITE AND ALUMINA

BY BT CorPANILT, 1200 - 7] {OCL terines)
COMPANY 194 1975 1976 1977
BAUXITE ALUMINA BAUXITE ALUMINA BAUXITE ALUMIFA BAUXITE  ALUMINA

ALCAN 2,70% 1,126 2,217 9::7 1,823 759 2,021 SE7
ALCOA 1,921 532 1,457 405 819 157 1,120 400
ALPART : 2,712 978 2,195 845 1,805 695 2,300 957
KAISER 4,081 - 2,707 - 3,272 - 3,567 -
REYNOLDS 3, 306 - 2,379 - 2,674 - 2,500, -
REVERE 457 162 325 136 - - - -

TOTAL: 15,182 2,738 11,381 2,374 10, 394 1,613 11,508,000 2,167

Source: Jsmaica Beuxite Institute Digest, March 1978,






Table

11

ALUMINA EXPORTS 1973 - 1977 in METPIC TONES

-

.

o

Percent of Total

1973 1974 1975 1876 1977 1978 1873 1974 1975  197¢ 1977 1978
U.S.A. 792 152 682 532 693 593 32,8 33.9  28.7 32.8  34.0 27.9
Britain 341 442 489 263 358 545 14.1  15.8  20.6 16.2  17.6 25.6
Norway 575 614 533 435 563 314 23.8  22.4 22,4 26.6  27.7 14.8
Canada 201 178 96 24 221 279 8.2 6.4 4.0 1.5 10.9 13.1
Venezuela 27 48 15 115 36 88 1.3 1.7 0.6 7.1 1.8 4.1
Ghana . 122 119 125 14 75 87 5.0 4.3 5.3 0.9 3.7 4.1
spain 51 89 131 35 - 71 2.1 3.2 5.9 2.2 - 3.3
U.S.5.R. 79 43 146 - - 62 3.3 5.1 6.1 - - 2.9
Sweden 120 105 92 152 82 56 5.0 3.7 3.9 9.4 4.0 2.6
Holland - 17 - 22 8 25 - 0.6 - 1.4 0.4 1.2
Other 108 o8 66 31 - 3 4.5 3.5 2.8 1.9 - ;0.1
TOTAL 2,375 1,623 2,036 2,123 100 100 100 100 100 100

2,416 2,805

Source:
L

Sem table 10,



