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INTRODUCT ION

Foreign direct investments are oft con31derable 1mportance in o
certain branches of the Colombian economy. Fore1gn~owned enterpr*séﬁ-
account for all: the produetlon of - petroleum,;mo¢e than half the
output of gold3 the bulk of the productlon and all the export of
hananas, and mcst of the insurance. bu51ness.” .

The United States accounts for about four-fifths of total foreign
direct investments. United States direct investments were valued at
$118 million in 1943, of which almost two~thirds represented
iﬁveﬁtments in the petroleum industry. Thée distribution of the
investments by industries is shown in Tzble 1.

- Table 1

. United States direct investments in Colombia -~
by industries9 31 May 1943

h)

(In millions of United Stat@s dolla s) _

Marufacturing 5.8‘
Mining and smelting - L,y
Petroleum production 75.5

~ Public utilities and L '
transportation - 17.7

Agriculture - ‘ ‘ - 1,9
Trace 6.3
Finance 1.5
Miscellaneous .3
, Total L17.7

Sourceé United States Tressury Department Census_of American-
Owned fissets in Foreign Countries, (1947), page 70.

The inflow -of United States capitsl ior dlrect investment in tke-
post—war perlod has been of limited 1mportance. The net 1nflow in
the . ?Dars 14 5- 1948 was $32 million, of which only $7 million was

/invested
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\
invested in l9k?uand-1948,,”Most:ofrthe inflow representedaédditional
investments$ip.the_petrqléum industry. . o

The. income from United States:direcé investments .in Colombia was
$4+,5 million innl9H7,;/:or about 3.1 per Qentxof?the-vaiueipf;the
in&estments,comparedhwith almost 12 pér_cent earned by United States
difect investments in Latin America.as. a whole. The low figure in.
Coleombia is due to the faet that‘the~§etroleumuinﬁestments_yield
much less. than:such investments elsewhere in;Laﬁih America;g(--:

British direct investments in Colombia areysmall comparedato.
those of United States nationals. The nominal value of Colombian
securities, exclusive.of goverrment bondsﬁ.traded_on the London“Stock
Exchage was E3.5 million in 1943 and £3.2 millien in-19h7;3/ More
than halfanlthe total consists of yadilway. securities. .Other

important Britishfinvestments;aneﬁin petroleum and mining. - The

17_Excludingmrainvested;earnings,ofrsubsidiaries,ywhich;amgunted to

: only $2.7 million in 1945 and $1.3 millicn in 1946 (see United
States Department of Commercey; The Balance of International -
Payments of the United States, 1946-1948, 1950, page 262).

2/ The ratioLOf:tdtal'éérnings,iincluding reinvested earnings of
subsidiaries, to invested capital of United States petroleum
enterprises in Latin imerica as a whole was 25.2-per cent in 1947,

3/ South fmerican Journal (London), 2% April 1948, page 212, These
estimates are not directly comparable with those of United States
dircet investments, since they represent nominal values (The
United States figures represent book values) and include portfolio
investments, They may include some securities held by other than
British nationals; on the other hand they probably exclude certain
closely-held investments not traded on the Bxchange, such as those
in petroleum,

foolarbian
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‘Colomblan goverhment was authorlzed 1n 1045 to undertake
eootlatlons for the purchase of the remalnlng 1mportant
Brltlsh—owned raiIWay.A The yleld of Brltlsh 1nVestments
compares favourably w1th that on Unlted States holdlngs.
In 19#7 the yleld was 3 O per cent on rallWay securltles
and 6 5 per cent on 1nvestments 1n other 1ndustr1es. |

The total external publlc debt of Colombia amounted
‘.to about $184 mllllon at the end of 1949, Most of this
_con51sted of prlvately-held dollar bonds, amounting to
some @i?}hmillion. The balance comprlsed $22,3 mllllon |
1ent by the United States Export Import Bank, and pound
sterllng bonds equivalent to $8.7 million.

Borrow1ng in forelgn cepitﬁl markets by the natlonal
government and other public authorltles in Colombia occurred
Llargely durlng the late 1020'3. Total external debt rose
'from ‘about $23 mllllon at the end of 1923 to approx1mate1y
~ $200 million by ‘the end of 1928, Colombla defaulted: bn e
%lserv1ce of thls debt from 1931 to 1933 when pressure on the

';balance of payments resulted from the world depre551on.p,f.

'/Partial

s
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Part117 serv1ce was malntalned on some of the bond issues

: untll L1941, when the flrst step toward permanent readjustment was
taken., From 1935 to 1941 1nclu51ve only $2.5 mllllon was pald on
external debt service, compared_w1tn contractnal_reqqgrements ofl
$133;million; Since 1941 debt.adjuStmente have been made of all. the
defaulted issues of the rational:government”as_well as. of other pnblic

authorities, ,Thenlast of'these-adjustments,_affecting~seme $73 millien

-..0f bonds of 1ocal governments, was made 1ate in 104 Under these

settlements, new bonds were in most. cases exchanged for the equlvalent
. nominal value of_oldnbondsiﬁenqxa\port;on‘of.the,tnterest in arrears
was- funded.. | _ B : _ ‘

& con51derable amount of the &153 mllllon of outstanding dollar -
bonds has been repatriated. :Only‘$70.1em;1llon,were held in the
United States at therend of i948.ltTne_market,value'pf these bonds,. .

- $33.9 mllllon, was less than half their. nomlnal value.lzz.

Loans recelved by Colombia from the United States Export Import
Bank-from 1941 to the end of 1949 amounted to %52 mllllon, of which
about @15 million was granted since the end of the war. . The balanee.
of credits remalining to be.dlsbursed_by the end of 1949 was $17.4
- million. In August 1949 the International Bank for Reconstruction and
- Development. granted Colombia a loan an$5:million to finance the
~import of agnicultural.maehinery.:.In additien_the International Bank
has at present under consideretion_anplications for loans fon the“.

financing of several. hydro-electric projects.

1/ United Stales Department of Commerce, gp. cit., page 268,
: | /1. GENERAL
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I. GENERAL CONTROLS

K Entrv‘ag@-legal-stetus-of.fereign enterprises

| W1th certaln minor e&ceptlons, Colomblan law'does not gpecifically
_d}restr1ct forelgn-ownershlp of bu51ness enterprlqes.r The exceptlons
%hirerate to air transport, coastw1se shlpnlng and frontler land, At

hreast.ﬁllper eent of~mszhares of alr transport companles -misihe owned
_; bypelombian“ﬁatidnels-or by enterprlses eontrolled;by:spch_nationalsﬁl/
rﬁCoastwtse sbipping’ieflimited'tezveeeeis ewned br Colombian-netionals
or by companies domiciled in Co;omblan with a mdxlmum of %0. per cent
(stock ownership. by allens.--/ Temporary exumptlons from thls limitation
mnay be granted: if~ natlonal companles do not malntaln adequate | -
sh1pp1ng-serv1ces, ‘ For securlty reasonb9 publlc 1ands situated
within two kilometres:of the coast or 1and frontlers ‘may .be. allotted

nly to native~korn Colomblans and may “ot be transferred to: Iorelgners
under. any, furm ‘of. tid 1e.: . t |

Aﬂthough ng-wsubstantial statutory leltatlons are. imposed on. the

entry or forelgn capital, perm1531on is requlred from the exchange .
_control. autborltnes before cabltal whether in the form of foreign
exchange or equipment, may be brough 1nto the country., .The ~egurationa
prov1ce that forelgn Capltal must e 1nvested in an "agrlcultural
commerc1al, or 1ndustr1al operatlon" of beneflt to the Col-ombl-wneconon'zy9
as determlned by the Mlnlstry of Natloral Economy (Resolution No.175

of 20 August 1947), Thus each forelgn 1nvestment 15 subject -to-

1/ Law No. 89 of 1938

2/ baw of 30 December 1936 /scrutiny
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scrutiny on an individual ba51 d

Poroigﬁ LnJoauor' Ay ororus;”olthar b; fc“"‘"e luﬂﬂl 01y11tﬂ3'é?
by registering agoncies or branches cf cotpeaian orgar:scﬂ dhroad:“’Tn
either case, certain formalltlec must be complled w1th but once they.:
have been' fulfllled perm1551on to operate is granted automatlcallya t
As of 31 ‘May l9h3, branches of forelgn companles accounted for about

78 per cent, and locally organlzed corporatlons for 22 per cent, of

Unlted States dlrect 1nvestments in Colombla. 1/
' The Colombian’ Constitution gv arantess the 1nv1olab111ty of '

private property. Prlvate property may be exproprlated only for -
reasonsiof public welfare and subject tO'prior'indémhificatioﬁ;;/
‘Howevéer, the 1egislature'“may ‘for reasons of equity.;determinerthelr.
cases in which there may be no 1ndemn1flcatlon,t““o‘”*a fevou;able
vote ‘of the absolute majority of the members of both Houses"" Tﬁe'-'"
Pre31dent-e1eot9 scheduled to- take offlce in August 1050 has 1ndlc te
ina spe01a1 intérview that one of hlS flrst steps upon assumlav .

office will be to clarlfy the constltutional questlon of exproprlataon

without ‘prior 1ndemn1f10atlon.3/

- - A recent instance of exproprlatlon‘of a foreign-owned enterprise
occurred in 1947, when electrie distribution faoilities”of a. subsildiary.
of .the American.and Foreign Power Compauy weré'eﬁ?ropriated'by the
punicipality of Cali. The provisional indemnification originally

granted was considerably less -than thé‘subsidiary’s valuation of its

1/ Unlted States Treasury Departnent, og. 01t., Dage 72.
2/ Artlcle 30 as amended in 1936

5 e o] * [ : o ,_ e Rt O. . D ..
A/ SQ?TN??"Y??k;$lm?§?727 Deoeut‘rﬁ}Qh{ /properties



E/CN.12/166/A4d .4 B
Pags & ' '

‘properties, . In mid=1949, Jhowever, the, -company reported that an |

ﬂ"amﬂcable settlement! of its claim had been. arranged Prlor to the‘;
“final “settleon u; permission had been granted by the exchange contr01
authorlties for transfer of the prov131onal amount recelved by the |

companv to the extent of one~half w1th1n one year and the balance over
1/ )

perlod of six years. - .
Under Colombian law the final authorlty for the Jud1c1al rev1ew

of disputes’ arasxngqfnom‘conttacts between prlvate enterprlses and the'
goveTnmentfieuthehSupreme:Gount;oawcolomblao This is of 1mportanceA
innfeTationfto‘fofeign'investment-in that it applies to conce551on
cOntrEcts relatlngwto the exploltatlon o10 minerals, 1nclnd1ng petroleum.
It“may~beuobaerved.that;at.ls;on the basis ofL51m11ar 1egaslat1on that
sevefal“Latin“American oountries‘have entered feeervatione to certain_
‘prov131ons in the. oraft Economic Agreement of Bogota (81gned at the
Ninth International Conference of American States in May lOMB), o

“;relatlna to the princirles.pf compensatlon to be applved 1n the event ‘

of expropriation of foreign investments.

B, Transfer of ezinings ‘and capital .

‘ eContTOI*over'tranSactidnsrin.foreigniexohange has been in effect
in'Colombia since 1931. It has ‘been applied with var:Zﬂguegr?Ss,Qf
. stricthess depending upon the entent of “balance .of payments difficulties.
During the graater part of the post—war perlod, 1mports have exceeded
exporta, the Dalance of payments has been under straln, and strlngent

X/ Aﬁerlcan and Foreign Power Company, Twenty-Fifth Annnal Report“1
(New Yorkse 1048) page 23 and Financial Report, 30 June 1949,

bage 3, /b?:hnae‘




E/CN 12/166/Add lr
Page 9 -

exchange controls appliede

~The :présent system of exchange control, in effect since December
1948,= /qInVOlVGS‘ﬂiXGd official ‘rates (buying rate 1.95 and selling
ratefleS pesos £0 $1) and a-fluctuating rate (about 2.872 pesos to ...
ﬁl'atxthe"enduof:19e9)‘detefmined in a:free 'market,. With a view to. .
festrwc ting: cértain types. of - 1mnorts, taxes, are imposed on . almost all.
purchases of foreign.exchange, varying between H.and“3hgper,cent, w;thj
the lewereratesmapplyihgvtofthe,more”9e$sen$ial”?tranSactions,l‘Mos$:5wi
foreignffundsﬁderiVed“ﬁrom exports&;fromttheginfloW-ef‘foreigngeapitaiA
or etheywiee_enterinthhe‘country‘ mustheesold~to.thegexchangercoptrei;
authcrities at the: Offlulal ratev Howeyer, the proceeds:.of-.certain .. ..
categories of exports, for exsmple gold, and, in certain special ... ...
conditions, incoming foreign’ capital may be. converted-at the free. . - .
markef rate vielding higher pesb equivalenﬁe, Foreign mining and - - ...
petrdiehm?compaﬂies?ane'partly exempt from thegproVisions reguiring
the3Sﬁrkenﬂer%bf;foreignxexchange~to~th%;authorities. Foreign.. -~ .. .,.:
pe troleun. companles: may --re-t..ai.n::a.abr-oad",betweehtf.?S and 100 per cent of . ..
the piroceeds: of expsrts of patroleum depending on the state of. the
belance of ‘payments. ‘Foreign mining companies may retain abroad up to -
60»pefﬂcent:ofsthe proceeds of exports. of .golds platihum and silver,
- = ’As already.obszerved, the imﬁort of -capital is subject to pfie:‘
'appreval by.the'exchange;control'aufhoritieey Provided such capital .
‘is registere? upon entry, income from it‘may‘be remitted abroad six
monthsgafte;mghe‘dgﬁenpf en$;y, “subject to aVailability‘Qf exdhange"{m
_ijr—IEFHNo. 93 of ié De cember 1048 whlch affected a devaluation of

slightly-more than 10 per cent. '
g7 S P /After five years
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After flve years perm1551on may be glven to transfer the pr1n01pal 1f
the busrness in whlch the 1nvestment was made has been 11qu1dated or
if the tranfer ”w111fnot affect the stablllty of the enterprlse“ The
transfer will be effected at the offlclal rate if the ncomln; cap1ta1
was orlglnally converted at that rate, and is subgect to an exchange
tax of b per cent. The exchange tax appllcable to the most essentlal
prlvate 1mports is lO per cent. Exchange regulatlons accord a nlgh
priority to the transfer of earnlngs on reglstered capltal whlch 1s B
second only to service on the external debt. In practlse however, |
thls hlgh prlorjt* 1s reported not to have been con51stent1y granted.
Thus 1t 1s reported that in November 1940 ”exchange releases for -
commerclal transactlons were relatlvely prompt,.. but appllcatlons for
remlttances for d1v1dends, proflts and royaltles and for the re~’
expo;tatlon of capltal rgmalned blocked.l/ _ ~ o
The transfer of earnlngs and capltal of non—reglstered forelgn
1nvestments and of all capltal whlch entered the country before 1935
may be made only at the "free rate” of exchgﬁg ; At present however,
it is reported that no. forelgn exchange 1s belag made avallable for
the transfer abroad of cap1ta1 1nvested prlor to February 1935. The
above exchange control regulatlons do not apply to the transfer of
earnlngs of the forelgn‘mlnlng and petroleum companles whose exchange

' transactlons are 1argely 1ndependent of the exchange control system.

17 Unlted States Department of Commerce, Forelgn Commerce. Weeklz,
23 January 1950, page 17. This was reported at a time when import
licensing policles were being liberalized as a result of some '
1mprovement 1n the foreign exchange p031t10n.,

/Furthermore
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Furthermore, these companies are exempt from the requirement that
cepitelfmay.not be repatriated‘uhtil:five years~after its entry,

In June 19%9. the Mlnlster of Flnance announced that new .
regulatlons governing capital. 1mports and: remlttances ab?oad on account
oﬂ,forelgn capital would -be.presented for con51derat10n‘by-the
Congress. 1/ 1t may be assumed that the new regulations would be aimed .
at encourag1ng.foreign investment by providing more liberal transfer . -
provisions.rgﬁhe-introduetion-of new'regulations has been delayed,
however; -apparently as a result of a difference of views within the . .
cointry -concerning the extent of facilities to be accorded to foreign -
capitaieg_In particular, concerh-has been ekpressed by local. . ..
induetnialistshwhp;fear;competition~from foreign investors ah@ by..
othere,dn;theﬂground that  the import‘of'foreign'capital»mightfbe Q?fSQt.
byxﬂmertgagingﬂ-the»future development of the economy,g/;ln April 1950,
however;-theJMiﬁister"of Einance announced that;immediate;stepe<wou1d:
'beqtaken»todreﬁise'the existing exchanze control regulations so:as to
guarantee the . transfer of. the profits and capltal of forelgn investmentss
w1thout llmlt, and w1thout any delay after the entry of the capltal,
ias presently required. 3/ | e

The recent restrlctlons on, remittanﬁes of the earnlngs and capital
of . forelgn 1nvestments have been due to the per51stent strain on the
Colqmblep;balence,qfﬁpeyments slnee,tee,enq of the war. Gold and ‘. 7
17ffi§§:?, 15 August 1049, page 14 o
- 2/ See editorial in El Tiempo, (Bogota), 26 June 1949

3/ Seé’Sthtement by Finance Minister Jaramillo-Ocampo, as reported in
~ the New York Tlmes, 6 April 1950, /foreign
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foreign exchaﬁge reserves declinederom $177‘milliannat%the end of
1945 to $84 milljon &t the‘end'Of“l9%8: During 1949, however, the .-
situation imprdved' lafgeiyf'OWiné to*higher“pfiees'feceived for
coffee, and the Value of exXports eéxceeded that in 1948 by 15 per cent.
Imports declined, w1th tqe ‘result’ that an.exportsurplus developed, and
1049, |

In recent ‘years income remitted on account of direct investments,
mainly of United States :origin, is reborfed to have been about: $5

million anntally. It -is not clear, howéver, whether this includes all-

the earnings of the petroleum”énd mining companies which as was pointed -

out above, do not obtain exchange from the Colombian euthorities.'VThef;-
annual service ofrfhe’external-debt.during=the nexf few years will .
require*$ios4:$12fﬁiiiibn annually. ~ The annual transfer on account of -
interest, dividends, &id regular amortization, during the next few

years will ‘amount, therefore, to somewhat more than $15 million.  The

latter -sum was equal to 6'per;cent-of the value of exports during LOM9.. ...

C. Employment and labeug
Vin'enferpriéeewﬁefihg‘bayfoils”exeeedihg‘l‘boo pesos a month
(about $510 Unlted States currency), not more than 10 per cent of the

marual wage earners engaged contlnuously for more than three months,?"

and not more than 20 per cent of the salaried employees, may be aliens

and at least 80 per cent of the wages andi?dlﬁer cent of the selarieéfﬁ“Tm”

/must be.
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1/

must be paid to Colombilans.,=" Exemptions mzy be granted for thne
~hiring of indisrensable technical personnel tut only for a3 long as 1¢
required to train Colombians to do thes work. Nationals and aliens
performing. the same kind of work mustxbe'given equal remureration and
'wofking-COnditions.gf There;are.norrestricticn§ on the employment of
foreign managerial. personnel. - |

" The costs of business operation in Colombiz .are affected byi.
‘extensive social législation which provides, for example, for minimum
wages and-for-profit-sharing,wifh employeesa;

Dy 2§§§Ei££ -

:Colombia?sAfax,laws;contain no diserimination on the basjs éf

- nationality. - Taxes are imposed on perscnal and businessincemes and

...".von profits-in execess of 12 per cent of the value of capital. There is

-~ also a.tax on all business assets with a value cf more than Q0,0QO
peSos.- The .rate varies from-1.35 pesos per-thousand to 15 pesos per
thousand on, property in excess of 1 million pesos ($500,000),

The tax on business incomes ranges from i per cent on taxable
income below 2,000 pesos (about $1,025) to 22 per cent on income above
5 million pesos (alout $2.6 million), recehtiy tﬁere héé been added a

surcharge of 35 per cent on the total tax due. -. An additional levy of

17 faw Wo. 149 of 31 October 19363 Decree of 6 fugust 19373 and
-~ Resolution of 2 May 1939. ch e e ,

2/ law No. 10 of 20 November 1934. -

3/ Under Decree~Law No. 2474 of 19 July 1948, a prcgressive scale of
. Profit-sharing applies to profits in excess of 12 per cent of 'net
- worth" of an enterprise. The rates, range.from 5 per cent on profi
between: 12~15 per cent of net worth to 20 »er cent on profits in
excess of 35 per cent.

/5 per cent
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5 per cent on nét income after taxes above 10,000 pesos (about $5,100)
was 1mposed in 1946 for a perlod of ten years to prOV1de funds for Low-
icost‘hou51ng proaects.l/ The excess profits tax, is addltlonallto the
| profit~sharing requirement referred:to abore,-rangesi&cm 12;mr‘csnt of
: proflts between 12 and 15 per cent of capltal to 33 per cent on proflts
in excess of 50 per cent, A surcharge of 55 per cent of the tax due
¢1s added at present. IR E o
Exemption from the taxes on excess proflts and property are
granted to . cap1tal invested 1n gold, 511ver ang platlnum mlnes and in
tne cultlvatlon of coffeeand" bananas. Gold mlnlng-and banana |
“cultlvatlon are carried on- largely by forelgn enterprlses. Exemption
;from the property tax may- also be accorded for flve years to companles
engaged 1n certaln 1ndustr1es, e g., the proces51ng of domestiec raw
materlais,.and to companies" in certaln 1ndustr1es in which at 1east
20 per cent of tne capital is subscrlbed by the government or 1tsA

Instltute of Industrlal Development.

Ea :eomméféial’bolicx-

Slnce the early 1930's and espeCLally 51nce the War, Colombla has
inereasingly adapted its commerc1al pollcy to protect domestic
industries, For this purpose use has been made of customs dutles,

quantltatlve restrlctlons and m1x1ng regulatlons. Protectlon has also

§os

1/ Law To. 85 of 1046 and Decree No. 0722 of 28 February 19H7r
~ Alternatives to payment of this tax are investiient in certain
government bonds issued to secure funds for housing projects or
private construction by business enterprises of low-cost housing
facilities.’
/been afforded
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been afforded as, by.product of exchange control.pp. ‘ -

The 1936 Rec1pr0ca1 Trade Agreement between the Unlted States .
and Colombla was, termlnated as of 1 December 19H %1 and most rates of L
~duty . reverted to what they had been before 1936 ‘ Import quotas and J:
llcenc1ng are applled to certaln agracultural and manufactured N N
products, 1nclud1ng textlles.l M1x1ng regulatlons are applled tord;.h‘

promote domestlo produotlon of a number of rTaw materlals 1/
As a result of these measures the profltablllty of a number of

iomestwc 1ndustr1es has been 1ncreased.‘ Nevertheless, forelgn

1nvestments in manufact

:.i-

aremaln small representing probably not

“more than 5 per cent of al’ dlrect forelgn 1nvestments.

gl .54'-'. Ll e .7”; 1.

II. CONm@;.Iammm-.PETROLEUM,._.INDUSL?BX;,,. o

The future of foreign partlclpatlon in Colombla s petroleum
1ndustry, the maJor outlet for dlrect investments at present, is

.uncertaln.j In August 1948 ‘the Mlnlster of Mlnlngjand Petroleum e

announced that the eovernment would not renew the:most important

_concession,‘operated by the Troplcal 011 Companygﬁa sub51d1ary of the
Standard 011 Company of New Jelsey, whlch explresgln 1951 2/ It was
1ndlcated at that tlme that a Colomblan company w1th joint governmental
and prlvate capltal would take over and exp101t the propertles. 'In' |
November 19#9, the Troplcal 011 Company confirmed that it would

discontinue producticon upon the explratlon of its concession and 1t

1/ Decree No. 206, published 23 February' 19#5, and Resolution 18% .
15 March. 19494 Included among the raw materials are cotton, rubber.
suLphur,sugar, tanning extracts, tsbaeco and rayon yarn.

2/ New York Times, Y% August 19%8. : '
. . /discontinue
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discontinue producticn uponQtuefexpirationﬁofritsuoonceasion;andrit
‘was' reporteéd that other fereigaﬂpétrdléum~companie92haawdeclined to
e”participate'ae'minorityﬁstookholderS¢infthe‘propOSedrjoihtWStateuand
'}private”oompgﬁy planned, “but-would participate if allowed:to doiso on
the:baeienof;ownerShip of a miﬁimumﬁbf*ﬁo:per“oehtfof‘the Sha&ESaé/ :
-Under“Colombian'pet oleumilaw,g{-exploitation'Concessione*are
granted fer a perlod of thlrty years, subaect to extene1on for ten '
1:years The law contalns no llmltatlons regardlng the natlonalzty of
concee51onna1res._ Companles holdlng such cortracts are regarded as
lfColomblan for both ”natlonal and 1nternat10na1 purposes”; and as;
1ndlcated apove;.recoulse to any external authority is thereby ‘éxcluded
in the eventnoﬁdgoptrovers;es arlsluggﬁrom,the;gontraots. Concessions
may not'be transfer“eé to forelgn governmenta.
’ In general, preference in employment in the 1ndustry is to be
glven to Colomblans.ﬁ The mlnlmum percentage of natlonals “£0 ba E |
ploped:by any oetroleum enterprlse is determlned 1n each contract,
J‘lzfre petroleum 1pduStry is’ subaect to general taxatlon, as already

described, a8 well as to the payment of royaltles. Forelgn petroleum

*
)

;wcompanﬁes opelatlng in Colombla have charged that certaln featurés of

ﬁxthe tavatlon of ‘the lndustrv constitute a deterrent to 1nvestmento3/

ifThe criti01sm has related to” the allegedly'lnsufflclent dedlictions of
explorat*on eosts allowed for pu,po:es of computlng 1ucome, to' '

tl7r_ﬁ5ﬁrfork Tlmes, ;7 O"CprT a9h9o--

2/ Law Noo 37 of Y March 1931, amended by Law No. 60 op 1036

Ry Bee. New York Times, 12 January 1950 /1nadequate
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inadequate depletion aIIOWancesl/, and to the policy.of taxingl
separately operations in various fields uithin‘the‘country'ulthout
allowing losses arising from one fleld of operations to bhe charged |
agalnst profit of others. _Royalty payments on petroleum extracted from
government-owned lands range from 2 per cent'to‘ll per cent of the value
.of productlon, varying in inverse proportlon to the dlstance from the
p01nt of productlon to the port of shlpment. Productlon taxes on -
petroleum extracted from privately owned lands range from 0.5 per cent
to 7 ‘per cent of the value of production, varylng accordlng to the same
pr1n01ple. | | " | |
Incentlve is prov1ded for the reflnlng of petroleum w1th1n the
country. All machinery, materlals and equlpment imported for the
installation of refineries or the productlon of reflned products are
exempt from 1mport dutles. Locally produced crude petroleum 1s totally
exempt from payment of royalties or taxes if reflned for domestlc

consumptlon and exempt to the extent of 20 per cent from royaltles or

taxes for a period of ten years if refined for export.
- III. GOVERNMENT PARTICIPATIONfIN‘INDUSTRY

In 1043 authorlzatlon was granted to the government to 1ssue
bonds up to 50 mllllon pesos to be used for the natlonallzatlon of
telephone, transportatlon, electrlc power, and other publlc utlllty

companles. 2/ By that year approximately half the electrlc generatlng

1/ Maximum depletion allowance under the law is 10 per cent of the net
income per annum,

2/ Law No. 7 of 2 March 1943, article 13. Jeapacity
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capac1tj was mun1c1pa11y~owned."ln 19%6 the National Institute for -
the Utlllzatlon of Water and for Electrlcel ‘Deévelopment was created.
rto stlmulate further development of electrlc-power rasources by .
Kiconstructlng fa0111t1e9 on its own account or by financing other.
'enterprlses. The most 1moortant rallways of the’ country-are publicly-
onnedvand administered by'an'Administratiﬁe'Couneiiabf‘Naticnal
nRallroads, establlshed in 1931. Foreién—ewneé lines togetler account

' for less than ten per cent of the country 5 rallway mileages. "As

D Il

was 1nd1cated above, the government was authorized in’ February 1945 .
to negotlate for the uurchase of the most imporitant of ithese, the
Brltlsh owned Dorada Rallway. In 1946 the government, in'

ass001at10n w1th the governments ‘of Bcuado? and*veﬁezﬁ%la,-formed:"-w

'_”a merchant fleet the Great Colomblan Merenant Fleet (Fiota "

L o F iy

Mercante Grancolomblana)9 and much of tHe trado in -coffes hee been -

J EReRTAr

:dlverted to thls llne by the Yatlonal Federrtlon of "Coffee Grovers,.

:a seml offlclal agency controlllng the morksting “of colombign:
coffee. Reference has already ‘been made'“o “the poesibility of the.
participationiby the government with prlvateTQelomblan and perhaps
foreign capital in hetroleum eXtractiona R |

The Instltute of Industrlal DeVelopmen. was-established in 1940
tolprov1de capltal and to act as ”Qromoter and’ oarnn er-in bagic
.1ndustr1es requ1r1nﬂ costWy ore71m1nary surveys and larze capital

1/

that may not be w1th1n the 1mmed1ate r@ach of‘prlvate oartlesu =
I7 Decree o, 1157 of 8 June 1940, '
| U Jtes Sepital

Fo
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Its capital was initially provided by the national government and
the Central Mortgase Bank. Private investors may also subscribe
to its capital., The plans of the Institute-call for the Sale of
its holdings to the public once the enterprises in which it has
invested are operating satisfactorily, thereby obtaining fgnds
for investment in other‘enterprises. As already indicated,
certain enterprises in which the Institute participates to the

extent of at least 20 per cent are accorded exemption from the
property tax. The Institute has initiated or participated in the
initiation of a wide variety of enterprises. Among them‘are
concerns engaged in mining, in the production of iron and steel,
chenicals, automobile'tires, glass, woollen goods, d;iry products
and river craft, and in the processing of féreét products. In
some instances the Institute has participated jointly with United
States capital in the formation of new enterprises, but in each
case‘the foreign participants haﬁe been limited to a minority
interest., Outstanding among such cases are "Unidn Industfial,
S.A.", which operates shipyards, and "Industria Colombiana de
Llantas, S.A," which manufacturesrubber fires.

The Cenﬁral Governmént‘eiercises long-standing monopolies

in the extraction of salt and emeralds. Procéssing of salt may,
however, be carried on by private enterprise. The distribution of
alcoholic beverages is a monopoiy exercised by local government
authorities. Monopolies on the purchase and sale of rubber and
platinum were established by the CenFral Government as war-time

measures in 1942,






