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I, GENERAL A:S’PECTS

1, Coaoperatlon among developing countries in respect of mlnlng acthli&ps kYN
particularly importent, not only in order to minimize the constent fluctuations, in
prices on international markets, but also to improve bargaining condltlons and to
enable existing reserves to be mined, -

2.  The developing countries control a sizable proportion of the reserves of beuxite
(70 per cent), copper (55 per cent), tin (73 per cent), iron (44 per cent) and:
nickel (55 per cent),

3. The Latin American countries' partiecipation in technieal and economic™ =
co-operation arranzements is particularly 31gn1f1cant, since they control :a very
substsntial proportlon of internationsl reserves of non-ferrous ores (baux1te o
36 per cent, copper 37 per cent, tin 16 per cent, lead § per cent and zinc ..

10 per cents and ferrous metals (iron 25 per cent).

4. At the present time, copper, sccounting for 54 per cent of regional prodﬁction,
is the main ore produced in Latin hmerica, followed by nop-ferrous metals spch-as.
zinc 57 per cent; batixite (6 per cent), silver (5 per cent), tin (4 per. cent) and,
lead (4 per cent o
5e Letin America is a predominantly exporting reglon, however, since domeatlc
consunption is relatively low, and sizable only in the cage of lead resources, of
which 43 per cent are sbsorbed. ;/ The region's supply to the international . market
is lergely unprocessed, which has repercussions on the gommerclal yield of exports.
For instance, latin America accounts for only 13 per cent of the production of
smelted and refined copper; 10 per cent of lead production and 1l per cent of tin
productlono Regional production of zinc and bauxite amounts to 5.and 2 per cent
respectively, Thése indicators are substantielly different in the case of ores

and concentrates, Under this heading, the region accounts for 26 per cent of

world production of bauxite, 21 per cent of tin end 18 per cent of copper. For
zinc end lead, its share in world production of ores and concentrates is 15 and

14 per cent reapectively.

6, Most of Iatin Americals exportable supply is channelled to the developed. ,
market-economy countries. Towards the end of the 1970s, 80 per cent of exports were
destined for these countries, whereas only 1 per cent went to developing countries.
The world trade in ores reflects to a considerable extent the productlve imbalances
existing in the world economy. The developed economies ebsorh 67 per cent. of

world imports; while 69 per cent of their resources sre chamnelled to their own
markets. . .

7. The need to sirengthen bargaining power and to elsborate technicsl and economic
co-operation arrangements is DLecoming urgent in the present decade, since it is
estimated that 60 per cent of mining investment will be in developing countries..
During the present decade, Latin Americs is expected to absorh 1nvestments Qf the
order of $22,422 million of which 51.5 per cent would be for copper, 22 .par gent
for bauxite and alumlnlum and 12 per cent for irom. InVestments in. lead “tin and
silver mining are not expécted to exceed 1 per cent of that amount in each case,
according to estimates made by ECLAL

;/ For copper, tin, iron and zino, internal consumption fluctuates between
25 and 29 per cent of regionsl production.



8, It should aleo be stressed that the mining countries of the region have
established and developed an intemmational marketing infrastructure. Since the
coet of that infrastructure for each country is high, it is important to work

out arrangements designed to integrate it. Integration is feasible, since the
infrastructure for the trade in ores -is somewhat similar for the marketing of
copper, tin, lead and ginc. An effort in this direction could improve the region's
bargaining power significantly, Obviously, co-operation arrangemente must be
developed in successive stages, since a high proportion of the exportable supply

ia usually committed over the long term.

A; L SITUATIOH OF MINING IN THE MATN PBDDUUER COUNTRIES 61 THE REGION
1o Brazil

9. Brazil is an important congumer of copper in the region. At tha-end of - the
preceding decade; apparent consumption of this ore exceeded 270,000 tonnes, ‘some. -
80 per cent of which was imported. - Appsrent consumption grew very repidly during .
the 19708 from 87,000 tonnes to the above-mentioned 270,000 tonnes. ‘Consequently,
lmporte quadrupled, reaching around 215,000 tonnes at the end of the decade.

10 Offlcial sources estlmate that domestic demand for copper concentrates will
be approximately 150,00C tonnes in the first five years of the 1990s and
approximately 300,000 tomnes at the end of the decade, Brazil is expected
gradually to reduce its imports as a result of the development of sources of
domestic supply. Requirements of copper concentrates from abroad should be
epproximately 78,000 tonnes until 1984, when the Mara Rosa deposit and other
smaller deposits in the north-east will start to be mined. That will lead to a .
decline in imports to 33,000 tormes only. : SRS

11. Domestic demand for metallic copper is expected to increase eigniflcantly from‘

the second half of the 19901, from a level of approximately 300,000 tonnes to = . .-

over 525,000 tomnes at the end of the decade. That would correspond te 2 grouth

rate of omly 3.7 per cent in the first five yeers snd a sharp rise, equlvalent to
an annual growth of 10 4 per cent, thereaf ter.

12, The forecaets are for a decllne in imports of refined copper, which are
sxpected to fluctuate between 50,000 and 90,000 tonnes in the course of the
decade, compared with importz of 150,000 tonnes recorded at the end of the 1970s.

13.. In any event, Brazil will continue to be 'a copper-importing country, unlike
its situation in reepect of lead, wheore there is some prospect of a balance between
domestic supply and demand. It is estimated that annual .imports of lead .
concentrates will be approximately 10,000 tonnes throughout the decsde in order

o supply Brazil's two refineries. 4 sizable reduction is anticipated in refined -
lead imports, which are expected to be between 1,000 and 3 000 tonnes annually

at the end of the decade,

14. The situstion in the zinc merket is completely different. Brazil imported
between 50,000 and 70,000 tonnes a year during the past decade; and epparent
consumption exceeded 150,000 tonnes, Domestic demsnd is expected, however to
decline in the first half of the decade and official estimates therefore indicate
a reduction in imports to 25,000-35,000 tonnes & year.
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15, Bra211 is gradually becomlng a major exporten of tin. For the past decade,- ‘
there has been a strong growth in domestic supply. whlch has resulted in an increase :
in exportable balances from 1,100 tomnes to approxlmately 5,000 tonnes}. apparent
consumption is of similar magnitude, although in 1981 it fell to only 3,000 tonnes
ag a result of the problems confronting the Brazilian economy.

16. Official estimates indicate that exports should incresse to a level of
approximetely 25,000. tonnes double the forecagts made concerning domestic demand,

17. To sum up, in the case of Brazil the prospects of devising joint marketing -
policies for tin and technical and commercial co-operation agreements for lgad, -
zinc and copper are good, particularly in respect of the last two pmoducts, for
which forelgn supplies are needed, S

2. 3011V1a

18, Bolivias is essentially a country that exports tin; mainly metél,uand ather
concentrated ores such as 1ead, copper, antimony, zinc and silver,

19, Productlon of tin concentrates ig at. present sround 30,000 tonnes a year.
Produetion of refined tin has increased substantielly- over., the past decadey -
exceedmg 18,000 tonnes in 19681 compared with e level of approximately 10, 000 tonnes
in the early 1970s, 1In recent years; Bolivisn refining capscity 1ncreased
substantially when the installstions of the Empresa Nacional de Frndiciones (ENAF)
became fully operational, The outcome wes a reduction in exports of concentrated
tin, which fell from 20,487 tonnes im 1976 to only 5,524 tonnes in 1561, producing
a greater value added for Bolivian exportes. Exports of metallic tin rose from
9,867 tormes to more than 15,215 tonnes during the ssme period.

20, 1Ilead and copper are produced only in the form of concentrates, of which
gsomething over 90 per cent is exported. Lead production ig of the order of
19,000 tonnes, and has. been meintzined at spproximately the same level over the-
last eix years. Copper production is very smell, fluetuating between 2,000 and.
5,000 tonnes in recent yesrs. Produciion has plcked up somewhat in the last
three years, rising to a level of 3,000 tonnes,

21. After tin, the most importent form of mining productin is zinc concentrates,
although it has been declining: The. production of these concentrates reached a.
peak in 1979 with 63,000 tonnes,. falling to 44,000 tonnes in 1979, increasing

to 50,000 tonnes in 1980, and dropplng back to only 47,000 tommes in 1981,

22. Exporta of zine concentrates account for approximately 96 per cent of
Bolivia's resources, and approximately 10 per cent of the value of Bolivian
exports. After tin, which accounts for 62 per.cent, and silver, which sccounts
for 13 per cent, zinc is the main mineral export,.. The volume of Bolivia's
gilver productlon has been remarkably stable, ampuntlng fo. approxumatelv,w

200 tormes a year. Antimony, both &s a concentrate and;es a metel, is another
important export product, - Exports of antimony concentrates totalled some
12,000 tomnes in 1981, 80 per cent of the availsble supply; those of metallic
antlmony were approxlmately 6,000 tonnes, more than 90 per cent of Bolivia's
Tesources,
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23, In Bolivia, there is a tendency to export only metsllic tin, although a number
of complex concentrates are channelled abroad. It is an essential product for

the Bolivian economy and is particularly important for working out both regional

and interregional co-operation arrangements; 8o too, albeit to a lesser extent, are
zine and silver., ' o L :

3. Lhile

24, For the past five years or so, annual production of fine copper has exceeded

1 million tonnes. Over 70 per cent of Chilean ore production is refined; blister .
accounts)for 16 per cent and the remainder is in bulk (cement ccncentratea, slag
and ores/. ‘

25, Production comes mainly from large deposits at Chuquicamata, El Salvador,

El Teniente, and so on, contrclled by the Corporacidn del Cobre (CODELCO), which
is State-owned. Large-scale operations sccount for 83 per cent of Chile's production
and over 80 per cent of the value of exports, which exceeded $1,700 million in 1982,
if semi-manufactured copper and exports of scrap are algo ieken into account.

26, Chile is a net exporter of coppér and its by-products (molybdenite concentrates),
as well as of certain manufactures and 'semi-manufactures, all of which accounted
for a little more than 53 per cent of Chllean exports in 1981,

4. Mexico

27. Mexico is one of the world's leading silver producers, with approximately
14 per cent of world production., Together:with Peru, another important producer
in the region, it accounts for 26 per cent of world silver production. :

28, Mexicen production of silver exceeded 1.6 million tonnes in 1981, a rise of

12 per cent over the preceding year. More than 95 per cent of production is in

the form of refined silver and the remsinder in impure ingots and concentrates.
Seventy~four per cent of the refined silver goes for export, and the mein markets
are Western Europe, which absorbs 41 per cent; the United States, with 25 per cent;
and Japan, with 29 per cent, The main purchaser in the region is - Brazily which .
acquires approximately 5 per cent of expcrt supplies.

29. Lead prcductlcn rose substantlally in 1981, to over 157,000 tonnes, an lncrease
of approximstely 8 per cent over the precedlng year. Ninety per cent:of national .
production is refined in Mexico. The main markets for Mexican lead are the

United States 521 per cent), Western Burope (29 per cent), Japan (23 per cent) and
Latin Americs (6 per cent) “Argentina absorbs sbout 50 per cent of Mexico's-exports
within the region. ‘ :

30, Mexico is also an important copper producer in the region, although on a much
smaller scale than Chile and Peru, which are among the world's msjor producers.
Mexican productlcn in 1981 was approximately 230,000 tonnes of fine copper, an
increase of 31 per cent over the productlcn of the preceding year. Mexico refines
60 per cent of its prcductlon the remsining percentage consisting of ores and
concentrates. However, the refined copper is used for the most part in the -
domestic market and the bulk of exports consists of copper concentrates, yhich
account for 95 per cent of total copper exports.
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31. In 1981; zinc production was over 211,000 tonnes, approximately 11 per cent

less than in 1980. Fifty-eight per cent of production is refined in Mexico,"

30 per cent in the form of concentrates, 5 per cent as zinc oxide and’ the ¥Yemainder-
as zinc sulphate, slag and other forms of impure zinc. Mexico has largé-scale
exporis of concentrates as well as refined zinc, forms of processing which account
for 56 per. cent arid 43 per cent respectively of the exports of this ore, ¢ :
Western Europ 2;  particularly Belgium, absorba 72 per cent of exports of concentrates~
and the United States and Brazil 40 per cent end 45 per cent respectively of '
exports of refined zinc.

32. The Moxican suthorities are interested in elaborsting forms of horizontal ..
co~operation in view of the cyelical fluctuations of the world market, since ‘
together with Peru, Mexico is an importent exporter of silver, lead and zinc.

5 Panama

3%, Our mission considered it important to meke contact with the Govermment of Panema,
in view of the scope of the Cerro Colorsdo project. This deposit is situated some
260 km to the west of Panama City, The Corporacién de Desarrollo Minero (GODEMIN),
which is responsible for implementing the project, reports that the ore body conteains
1,400 million tonnes of mineral rock with an average quality standard of

0.78 per cent of copper and a vertical guality standard of 0.4 per cent of copper.- '
The main copper ore is chalcopyrite. It also conteins small quantities of
molybdenum, silver and gold. At present, the project includes mining operation
which will extract 39,6 million tonnes of mineral rock a year, followed by a
concentration operatich to obtain an annuel average rate of 1,128,000 tonnes of
concentrates with 25 per cent copper in the first five years énd 1,040,000 tonnes

in subsequent years, as well as some 6,930 tonnes of molybdenum concentrates of

52 per cent per annum. With an initial content of 282,000 ‘tomnes of copper a year,
the concentrates could be sold s such or processed in a melter which could be built
near Punta Yurre at the mouth of the Sents Iucfa river (CODEMIN Report, Oectober 19681).
The project's economic impact is of great consequence for the Pensmarnian econcimy.
CODEMIN calculates that around 3500 million a year could Ye earned directly for

the first 20 years of operations as a result of Government participation in

51 per cent of share capital and in taxes; as well as other dividends.

34, Studies on the Cerro Coldrado project began in the second half of the 19708’
with the co-operation of agéncies in the United Nations systeéms  In 1975, an
agreement was concluded with Tekxas Gulf Inc. and CODEMIN was constituted, holding
under this agreement 80 per cent of the capital of the company which would be
regponsible for implementing. the project, Texas Gulf tock up only 20 per cent,
although it also concluded a management contract that sssigned responsibility to

it for directing and supervising operations. During the period from 1976 to 1976,
verious studies were conducted and dlfferent aources of financing explored insludlng
the Ubrld Bank. :

35, Towsrds 1979, the view gained genersl aceeptance that sn official participation
of 80 per cent in the enterprise might he too great a risk for the Governmen?t of
Panema, Accordingly, it was decided that its participation should be 51 per cent
only. In 1980, an agreement wad concluded with Rfo Tinto Zine, which took up e
Texas Gulf's participaticn and subscribed 49 per cent of the new company's share’
capital.

36, It is importsnt to stress the various forms of co-operation received by the
Government of Panama from a number of countries in the region, particularly Peru,
both as regards the purely technical aspects amd the aspects concerning negotiations
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with transnational corporations. Difficulties have been encountered in flnan01ng
the project due to the critical international economic situstion in receni years
but the studies have continued to make progress and infrastructure projects have
haen carried out.

37 Senior CODEMIN‘executives have expressed an interest in promoting forms of
co—operation to train experts in ore marketing and in en=lysing and following up
the ores market, a task which they consider should be performed in the forthcoming
two=sysar pericd.

60 Pem'

%8, Peru is an important producer of a wide variety of metals in the region,
although its large-scale operations are confined msinly to copper.

39. At the end of the 1970s, copper production exceeded 390,000 tonnes, of which
90 per cent was produced in the large mines controlled by the Southern Peru _
Corporation, a 51 per cenl subsidiary of the American Smelting and Refining Corp,
(5SARCO) (which controls over 75 per cent of Peruvian production), and by the State
corporations of CENTROMIN and Minero-Perd. .

40, At present around 5] per cent of‘Peruvian production is in the form of refined
copper, 44 per cent blister and the remainder minerals and concentrates.. Refining .
takes place in the Ilo refinery, owned by Minero-Perd, which has toll contracts
with Southern. This enterprise is the only one that produces and exports copper
blister, while concentrates come meinly. from medium-sized and small mining
operations, most of whlch are privately owned.

41, ILead production exceeded 180,000 tomnes at the end of the 19708, with large-
geale mining (CENTROMIN) accountlng for only 36 per cent and medium-scale mining

. 58 per cent. The latter exports concentrates and supplies the CENTROIMIN lead
refinery., Fority-nine per cent of Peru's production is refined in these installations,
with 51 per cent in the form of concentrates which are channelled to the world
market.,

42, Zinc production is approximately 490,000 tonnes. Fifty-six per cent of
production comes from medium-scale mining snd 41 per cent from large-scale mining
(CENTROMIN}, TUntil the end of the last decade, refinery production (CENTROMIN)
accounted for only 16 per cent of Peruvian production, the remaining 84 per cent
being exported in the form of concentrates. The coming into operation of the
Cajaemsrquilla zinc .refinery, owned by Minero-Perud, with a processing capacity. of
over 100,000 tonnes, will produce an amount of refined zinc equivalent to more than
40 per cpnt of the. exportable supply.

43n Sllver productlon is approx1mately 1.2 million tonnes and the greater part .
is exported in refined form. The main silver profucers sre medium-scale miners, who
supply the CENTROMIN refining installations on a pr1or1ty basgis.

A44. Peru is essentially an exporter of ores, which account for approrlmately
50 per cent of its exports. The mein product is copper, which represents over
45 per cent of ore exporta, | : T :

45, It ghould be noted that any trade co-operstion scheme concerning copper will
shortly have to disregard output fyrom the Cuajone deposit, worked by Southern,
since production was committed in the financing sgreement until the end of this
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decade., Consequently, only some 33,000 tonnea of blister (Toquepala dep081t)

and some 10C,000 tonnes of refined copper.(Toguepala, Minero-Perd snd CENTROMIN)
have not been commi.tted. There are no guch restrlctlons on lead, zinc and silver,
although since the State monopoly on ore marketing was ended in 1981, private
producers have shown ‘greater flexibility. Despite this, official sources estimste
that Minero-Pery Commercial (MINEPECC) is currently merketing approximately .

80 per cent of Peru's mineral exports.

B, POSSIBILITIES OF HORIZONTAL CO-OPERATION

46, Lstin America may be viewed as a "pilot" region for testing co-operatlon
arrengements. It is 8 region typical of those with a wide variety of metals; it
plays en important role in international commerce and is strongly affected by

trends in the world ores market., 'The mining countries of the region have a number
of common lnterests. They range from improving the sources of trade information,.
gince a large proportion of production (ores and concentrates) is chamnelled to.
merkets that cen be described as a "discriminatory monopoly", to matters connected
with negotiating exp101tatlon contracts with trenenational corporations, ard the need
to replace international intermediesries and to dlverslfy_aeller 8 markets as well

8s to stand up to protectionist pressures affecting exports of semi-manufactures.

47. There are important copper, iron and tin mining interestis common to more than
two countries of the region. Brazil, Chile, Peru snd Venezuela conirol nearly

100 per cent of exports of copper, 90 per cent of :those of iron end 99 per cent of
the regionsl sales of tin. loreover, Peru and Mexico form an important exportlng
power for iron, silver and zinc, together with Bolivia, which exports on a smaller
scele. Those countries control 68 per cent of the region's silver exports,

95 per cent of its lead exports and 94 per cent of its zinc exports.’

48, fbsﬂlbllltles of horlzontal co—operation arise not only from the fact that one
or more countries constitute an important exporting power, but 2lso from the
Stste's very important role in ore production, which makes it eessier to identify
those involved at the national level.

49, This report places particular emphagis on identifying such agents of
co-~operation and on snalysing the existiing forms of merketing, in order to clarify
the bages for co-operation arrsngements thet are important for strengthenlng the
cepscity to bargain in international trade.



IT, BASIC ASPECTS CONCERNING THE MARKETING OF ORES

50. OQOre transactlons are GlaSSlfled accordlng to the extent to which the products
have been processed, The marketing of refined products presents no great
complications, since once:.the international reference rate has been decided, it
only remains to negotlate the quotational period, the form of payment and the
method of delivery (FOB, CIF, and sc on),

51, The most important aspect to be worked out in a sale of refined products is
the quotational period. It generally takes into account average pricing on the
basis of the contractual month of shipment, it being possible to negotiate a
fixed price in the event of immediate operations. It is normal, in short- and -
long-term operationas to calculate average prices, although it is a recognized: ¢
practice to grant what are known as "pricing facilities". This method is used
mainly in marketing copper. Under this system, buyers work out prices taking one
or two months as the reference period. During this period, it is usual to agiee -
on daily and weekly maximm prices in order to work out the quotation for =~
fractions of the shipment. The usual procedure is to set a maximm daily rate of
25 per cent and a weekly rate of between 50 and 60 per cent for the shipment.

This clause has been considered disadvantageous. by the CIFEC countrles, since in
the end it usually favours the purchaser, l/ -

52. The reference rates are recognized internationally. They are set in stock
exchange transactions. The most important. stock exchanges are the London Metal
Exchange (IME), the New York Commodity Exchange (COMEX) and the Chicago Mercantile
Exchange, There are also dealers' prices, producer prices and scrap market -
prices, On the United States domestic market, the US Producer Price (USPP), which
until a few years ago was: fikxed by agreement, is often applied, but the COMEX rate
is applied mainly to imported materials. Sales to other countries are usually
concluded taking the IME rates as a reference, slthough in the case of zinc the
European producers' price, (GOB) is often used. Although silver is quoted on the
IME, the quotation of the -Londen-Bullion Brokers or the Handy and Harman refinery
in the United States 1ls commonly taken as the reference. - ,

5%. The marketing of ores calls for a certain infrastructure, particularly in
the cage of concentrates, whose marketing is more complex than that of refined
products,- due to the fact that not only international reference rates,
expressing the .wvalue of a refined product, but alse factors related te the-
composition of the concentrate and the cosgt of converting it into a refined
substance contribute to valuing them.

54. With regard to trade infrastructure, the storage of the substance iz a
vital aspect of marketing ores and concentrates. The location of the warehouses
is important. They are set up in the exporting ports. Consignments of a volume
suitable for export are accummlated in the warchcuses and a number of activities
are carried out, such as weighing and sampling, that are essential in order to

1/ Some CIPEC studies reveal that when there are sharp fluctuations inm prices,
these clauses are harmful to the seller. TFor instance, a specimen comparison
carried out by CIPEC for the first four months of 1980 ghowed average prices to
be £27 per tonne lower than the average monthly London Metal Exchange price.

See CIPEC, Resultados del Cuestionario sobre las Condiciones de Ventas,

July 1980.




determine the degree of humidity and the quality of the concentrate. The quality
of the concentrate is ascertained by sending samples to internationally renowned
laboratories and comparing them with the analyses made by the producers, all of
which ig necessary to calculate the producer's settlement price (exchange of
assays) . l/ .

55. The process of marketing concentrates and ores begins on their arrival at
the warehouse. The first act is the weighing, which can be performed either on
the railways or on the warehouse's weighing machine, What is involved is
determining the net weight, namely, the difference between the gross weight and
the tare weight (the weight of the means of transport). There are 4 .series of
lesser; but important problems, which need not be mentioned in thig study. They
may cause variations in the weight of the product. recelved and’ 1ntroduoe
distortions. 2/

56. The~product is placed in-"cochas" (areas spe01a11y mafked out to form a
particular dimensionf selected according to the size of the consignment. It is
important tc avoid contaminating consignments in the warehouses. This may happen, .
among other reasons, as the result of faulty handling which may mix up consign- '
ments from. different producers, or when consignments may be mixed with another

kind of substance due to unclean “cachas".

57. It is v1tal to avoid contamination, since in marketing concentrates thé
quality of the material delivered by the producer is relevant in determining

its value. It is also relevant to the type of agreement made by the seller with
the melters wheo demand a product whose technical specifications have been agreed
by contract. If the seller offers a substance containing certain impurities

and changes what he has offered, his reputation will be severely affected. When
this happens, the profitability of the consignment exported is a matter of concern
to the seller, since he may be compelled to pay for separating and cleaning.

58. Concentrates and ores must be stored inside the warehcuse with
climatological conditions in mind., In ports like Callao, in Peru, a substance
mist be prevented from drying out too much, and is therefore sprinkled with
water in order to prevent dust; an effort is made to maintain a constant
degree of humidity of between 4 and 6 per cent,

' L/ The exchange of assays consists of exchanging the analyses of the
contents of the concentrates tested by the producer in the port of embarcation
and by the purchaser in the port of destination. If the purchaser has
representatives, the exchange is effected in the country of embarcation. o
Otherwise, certified letters arg sent. The contracts establish the differences
which may exist in the results of the respective analyses and which are permissible.
If the results do not exceed these limits, the results obtained by both parties
are averaged out to obtain the final content. If there is a considerable _
difference, the dispute is referred to a laboratory. Intérnationally recognized
laboratories include Ledoux and Company, Alfred H. Kn*ght Ltd. and John Banks
Laboratories Inc.

2/ A common example is the problem of determining the tare weight of the
truck and another example relates to tumidity. Sometimes humidity cen be as
high as 10 to 14 per cent. This-distortion.changes theé real weight of the product.
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5%3. 'The degree of humidity is relevant in marketing minerals and ores. These
substances are considered to be suitable for export if humidity. does not exceed
8 per cent.. Unleas concentrates contain. this percentage of mumidity they. must
be kept in the. port until they do, _/ The -conaistency of the substance is
another important consideration. If it is very compact, it must be softened,
The temperature of the substance must also be taken into account, since it is
dangerous and unacceptable for the shipowner to.take on.board substances with
a temperature in excess of 30°C, If the substance is one that tends to become
heated, regular checks must be made in order to cool it prior to shipping it.

€0. A sampling of the substance is therefore essential in order to determine
volume and quality. For thg ‘Furposes of this repcrt, there is no need to go

into further details; g/ it &s enough to point out that the purpose of the -
sampling is to serve as the basis for payment of the contents. j/ The samplings’
are despatched to internationally recognized laboratories, in order to avert =
possible disputes, Producers commonly demand that the "assays" should be made
vithin not more than five days after the samplé has been sent to the laboratory,
in-order to ascertain the results quickly. and to speed up the preparation of '
the-provisional or final settlement. : o :

61. In the ore and concentrates trade, the usual rule that the seller draws up
the invoice for the substance acquired by theé buyer is inverted. It is the
purchaser who prepares the price of setilement for the seller. In order to
prepare the. gettlement it is first necessary to determine the weight of the
substance gold (humid gross weight, tare weight, humid net weight, shrinkage,
mmidity, dry net weight); the standards of quallty for the payable contents
and the impurities ‘to which a penalty is attached, and the quotatlons
applloable to. payment of the contents. , _

62. The - value of a concentrate is ascertained by d;scountlng from the .
international reference rate the deductions for the cost of processing and
impurities and for metallurgical losses. The value of a concentrate is equal
to the value of the main content, less deductions for metallurgical loss
miltiplied by-a factor derived from the difference between the international’
reference price and the refining charges. Processing costs and costs incurred
by impurities are gubtracted from this amount and credits for byaproducts are
added to it.

63. Contracts usually include adjustment factors for refining charges and
processing costs. This is due to the tendency of foundries to enter into
long-term contracts in ordeg,tO‘be able to‘rely on a suitable and stable supply.

-/ Concentrates containing higher degrees of humldlty tend- to snlft and _
endanger the stablllty of the vegsel. . .

2/ There are various kinds of sampling. The most common is that called
"quarter sampling', Consignments of up to 20 tonnes are sampled up. to . ,
100 per cent by this method. ILarger consignments are sampked up to a certain
percentage agreed with the producer. Consignments with valuable substances
containing gold and silver are usually sampled up to 100 per cent.

5/' It is dommon practlce $o mix in order to improve the quality of the
concentrates and obtain a higher commercial yield.
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Official indices of the purcha31ng country concerning wages, fuels, and so on

are commonly used for this purpose, and variations in the international reference
price are taken into account. It is current practice, when the variations in the
international price are used for the melters to benefit when the price rises and
not to. suffer when it fallsa

64. An important as pect of the marketing of concentrates and ores is the exchange of
assays. In the case of FOB or CIF port of unloading purchases, it is usual for

the producer to accept the quality standards established on the base of the
exchange between the exporter (he may be a trader) and the purchaser. In this .
case, the quality standards of the place of destination are accepted, whereas in -
warehouse sales the local gquality standards are accepted. The guality standards
that are established are those that determine the contents for which payment will
be made. It is normal, after sampling (sale in warehouse) or loading (FOB, CIF)
for the provisionsl settlement to be issued. This settiement is based on
provisional guality standards and current prices when the settlement is made.
Usually the average price of the week preceding the date of gettlement is uged,
although sometimes the price on the day of the issue of the settlement is taken.
The usual practice is to take the lowest price of either option, since it generally
stands between 80 and 90 per cent of the value of the provisional settlement and

it might happen thit the balance does not cover possible differences between the
assays and variations in the quotations.

65. The final settlement is issued by the buyer when the weights, quality
standards and final quotations are known. In the case of sales abroad, one of the
following variants is generally used as the gquotational period for final
settlement: average of the month of shipment, average of the month following the
month of shipment, or average of the month following the month of arrival at the
port of destination.

66. It is common practice for international traders or development banks to

grant credifts to producers to enable them to caver production, processing or
trangport costs., These credits are covered or should be covered by the
provigional settlements, since the practice is that they should be for an amount
not in excess of 60 per cent of the substance to be marketed. This method is used
by small and medium-sized mining concerns, at interest rates linked to the

New York "prime rate", plus commissions.

67. It is important to make some reference to certain aspects related to the
methods of payment and chartering. Strange though it may seem, letters of
credit are not normally used in the ore trade. They are used only when the
seller distrusts the buyer or in the case of transactions involving very large
guantities, or when transactions are being carried out with countries whose
economic system is different. The usual practices are followed with regard to
chartering. Charters, according to the place and needs, are negotiated with
regular steamship lines and with specially contracted vessels. The conditions
for contracting charters are laid down by the regular shipping lines' Conferences,
by routes (the Buropean Conference, the Japanese Conference, the North Pacific
Conference, the Atlantic Conference, etc.). Space is reserved under the usual
conditions (liner terms, FIO, FIOF, and so on).

8. To sum up, the trade in concentrates and ores is substantially different
to that in refined products and is considerably more complex. UThe difference
resides in the fact that, for the former, the market is less competitive than
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for the latter, since the concentrates market is a discriminatory monopoly,
because of the existence of a few enterprises that control the capacity for
melting and refining throughout the world and because of the unequal treatment
accerded to sellers that hinges on their level of commercial information.

69, The trade imbalances.in the world mineral market depend on the development
of the mining-metallurgical structure of the producer countries.

70, Consequently, it has been a common objective of the producer countries to
increase the value added of their exports in order to gain access to more
competitive markets, as in the case of refined products and semi-manufactures.
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111, CHANNELS OF ACCESS TO THE WORLD MARKET AND POTENTIAL AGENTS
FOR CO-OPERATION

71. The channels for ore. marketlng take the usual forms in the world market.
Foreign enterprlses gell their exportable supply either directly or through
nuosa.dlar:.es or aiflllateso

72, In Chile, as in Belivia, the largest of the major mining firms are State-owned
ECODELGO COMIBOL, ENAF, etc.), In Brazil, tin mining is privately owned

Brascan Cia,, Estanlfera9 etc.), as is the case of lead, zinc and silver in Mexico
(I—enolesg ASARCO Mexicana), Peru has a mixed system in which the State, through
CENTROMIN and Minero~Peri, controls 15 per cent of copper production, 1/ 35 per cent
of lead production, 26 per cent of silver production and 40 per cent of zinc
production.

7%. The prevailing attitude in the above-mentioned countries is that the State
enterprises should themselves alone market their output. CODELCO has been doing

50 since total nationalization in 1971, whereas MINPECO of Peru only markets
exclusively the output of the State-cwned enterprises CENTROMIN, Minero-Perd and
Hierro-Perd. In Peru, ore marketing was a State monopoly betwecn 1971 and 1981,

At present, MINFPECG competecs with private trading enterprises in marketing what
remains a very significant part of national output, not only because the State is
very important in Peruvian mining but alsc because undertakings from previous years
are still in force (in the case of zinc, for example).

74, In the region, there is a very wide range of private enterprises which act as
trade intermediaries, There is the traditional "trading company", which buys on its
own. behalf and makes up exportable lotg, profiting from the difference between the
buying and selling prices., These trading companies are not interested in the price
level as such but rather in the size of the price difference; in-order %o maximize
their trading profits, As a rule, the internaticnal tradlng companies (Phlbro,
Marc Rich, Tennant, etc.) have their own national warchousing network in which they
build up export lots, taking advantage of the mix of concenirates. They engage
primarily in the sale of concentrates rathér than refined products, although they
participate actively in tenders. Trading companies unquestionably fulfil an
important function. Foundries and refineries turn to them when they have supply
problems, as do producers with excess supply. There arc even major consumers who
are supplied solely by internationally rcecognized traders, It is very often
impossible to gain access to some markets or open up new markets without the
assistance of such intermediaries. Some of them also provide working or investment
capital for the mining companies, thus ensuring future supply. ‘

75. There are also representatives of foreign firms who make purchases on behalf of
those firms. They may represent either direct consumers or intermediaries,
Representatives are interested in buying ou the best possible terms, as the price
cbtained constitutes the measure of their efficiency as buyers. In addition, there
are commercial agents who obtain purchase offers for ore producers and earn a _
commission, These agents are interested in obtaining the best sales terms and
conditions, as their incomes derive from a commission on the value of exports,

1/ Southern Peru, =n ASARCO subsidiary, controls 75 per cent oi copper

productiot,
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76. State marketing has come under fire in Peru in the recent past. MINPECO bought
mining products in iwo ways: direct purchascs oxr "back to back'" transactions. In
the former method, the enterprise gave the mining company definite purchase terms
and conditions, and took on the risk of fluctuations in the world market. In the
case of "back to back" operations, MINPECO transmitted to the precducer the terms and
conditions offered by purchasers in the world market. Under this method MINPECO did
not shoulder any risks, although it was interested in obtaining the best terms as it
 charged a commission for its services, amounting on average to 1.7 per cent of the
FOB value of exports,

77. MINFECO also carried out "toll" operations (Peﬁoles in Mexico, Outckumpu in
Finland), for which it directly purchased concentrates jo process them in plants
abroad., The purpose of these operations was to increzse the value added of mining
production, overcome some protectionizt barriers and have stocks available abroad
for spot sales, In addition, it someiimes concluded agreements with other sellers
to supply clients with ores stocked near the warchouses of destination in order to
save on shipping costs. These operations are known as swaps in the ore market, 1/

78, The criticism made by private producers of the ore marketing moncpoly in FPeru =
centred on aspects relating to the marketing margin charged: the weak external
marketing structure; excessive delay in settlement; and the lack of suitable.
co-ordination with producers, who did not participate in any decision-making body
within MINPECO but had to accept the terms and conditions it offered. 2/ =~

79. In fact, beforc the existence of the State company the profit marging of the
intermediaries, particularly the trading companies, were not known; and agents
charged between 5 and 7 per cent of the FOB value of shipments, To some extent, the
criticism concerning the sales infrastructure was justified, MINPECO had offices in
New York, London, Sao Paulo and Beijing, but basically worked through agents. Its
offices could not actually close deals, like CODELCO, and in practice it was the
purchaser who went to MINPECO rather than the latter going to the market. Likewise,
the criticism concerning delays in the payment of provisional settlements, which
affected the producers' liquidity, was justified, as was the criticism regarding thc
lack of co-ordination with producers: not so much for reasons conceruning the State
company ag for the rejection of the monopoly.

80, The MINPECO experience is very important in counnection with the idea of a
muiltinationdl ore marketing enterprise, as it is the first ore-mining monopoly in

the -region, The aim would not, of course, be to establish a multinational enterprise
as an exclusive channel, but the refercnces to MINPECO, which would be a possible
partner, are relevant for the purpose of correcting problems and overcoming
difficulties,

81, In the caze of Bolivia, State marketing has also come in for criticism,
fundamentally from the medium-~sized and small-scale miners who are in favour of free
marketing., At present, COMIBOL is responsible for marketing concentrates, and ENAF
for refined products. In the former case, foreign foundries are at present taking
only complex materials (ENAF does not recover silver), Its main cliehts are

Capper Pass and Gulf Chemical, and it also sells to traders, chief among which is
Marc Rich, The medium-term trend is towards a sharp decline in exports of
concentrates.

l/ In a zwap arrangement, two sellers agrec that the scller located nearest the
client send gocds from his own stocks but in the nome of the company which signed the
contract,

g/ TFroducers do now sit on the Board of Directors of MINPECO,
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82, ENAT uses a variety of methods for marketing refined products: it operates
with agents and sales correspondents, as well as carrying out direct sales. ;/

83, Agents carry out all marketing operations, for which service they charge a
commission ranging between 0,3 and 0.6 per cent of the FOB value of shipments, The
main agents in operation are Metal Chemic, Phillip Brothers; Marc Rich and Berisford
Metal, At present, about 40 per cent of sales are carried out through the agency
contract system, and it is estimated that such agents are responsible for 30 per cent
of total transactions.

84. Direct sales take place basically with socialist countries and Latin America,
although they also take place with the United States,

85, It is considered in mining circles that marketing channels should be improved
and above all that experts should be trained to operate on the exchanges and to
protect trading earnings from currency fluctuations,

86, ‘The Mining Bank {BAMIN) also carries out trading operatlons for the- small—scale
mining enterprises. .

87. In Chile, as mentioned earlier, the main marketing enterprise is CODELCO, which
controls 94 per cent of copper exports, although the Disputada Mine -owned by Exxon
should become importaznt in coming years. It is estimated that only 10 per cent of
Chilean copper is handled by international traders. The latter generally -
participate in the tenders called for by CODELCO for spot sales. CODELCO has
business offices in London, New York and Sao Paulos It has toll arrangements with
some refiners in the Federal Republic of Germany and France, and a copper products
factory jointly owned with interests in the Federal Republic of Germeny.

868, In Mexico, the mining sector is basically private. One of the biggest
enterprises is the Consorcic Industrial Minera México SA, in which the American
Smelting and Refining Commany (ASARCO) holds 30 per cent of the shares. (ASARCO
previously controlled 49 per cent of the company, which was then called ASARCO-
Mexicana). The Company has interests in copper, lead, zinc and silver production,
through associated companies such as Minerales del Norte, which produccs lead and
zinc, and Zinc de México, Major copper companies are Companfa Minera Cananea,
which procesges copper up to the blister stage, and Mexicana de Cobre, which
controls the Caridad mine and produces copper concentrates, _

;/ Agents have the power to conclude sales contracts., Correspondents only
act as contacts, and cannot close deals, which is done by ENAF,
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89. In lead and zinc, San Francisco del Oro SA and Companfa Minera Fresnille SA
are major companies, In silver, one of the biggest producers is Compania Mincra
Las Torres SA; otfther major comEanles are Compania Real del Monte y Pachuco S5A,
Minas de San Luis SA, and Compania Mlnera Fresnillo,

90. A very important company is Metalirgica Mexicana Penoles, which refines lead,
silver and zinc ou the basis of concentrates. This cempany had a toll contract
with Minero~Perd Comercial.for the processing of refined lead.

91, In Brazil, the private sector is very important in tin production, The biggest
companies are Cla, Estanifera do Brasil, which is 96 per cent owned by Brascan of
Canada., The latter also hes a very large ghare in Mlneraqao Brasileira SA and

Cia, de Mineragao Jacunda., Anothér important group, owned by local private
enterprise, is the Paranapanems group which controls Mamoxé Mineragao ¢ Metalurgia
and other smaller .companies, Finally, other major companies are those of the
Brumadinho Group, Best-Metais o Soldas/Cia, Industrial Amazonense of the local |
Begt company group and Cia, Industrial Fluminense and Cfa. de Estanho Minas Brasil,
which are United Staies-owned.

92, The main, cdmpanies in lead produétion are-linked with Penaxrroya of France,
through its sub81dlary Sociedade Paullsta de Metais, This subsidiary controls the
Companhia Brasileira de. Chumbo and’ thzough it Mineragao Boquira SA and Plumbum 34,

33, -In the case of 21nc, thore aré major Brazilian groups such as: Gondin-Barreto,
which controls the Companhia Mercantll e Industrial, and the Votorantlm Group which
controls the Companhia Minera de Metais., The Penarroya Group has interests in
Mineragao Boguira, which also produces zinc.

94. The State has a major interest in copper through the control of companics such
as Companhia Brasileira de CobZic and Caraiba Metais, It also controls the
Companhia Brasileira de Zinco, which produces copper and zinc, and Mineragao

Morro Agudo, SA, which produces lead,

95. In sum, in the cases of Bolivia, Chile and Peru, State—owned companles have
a dominant role in non-ferrous ore mining, whereas in Mexico and Brazil the
private sector predominates, In the case of the former, the potential agents for
co-operation are COMIBOL, ENAF, CODELCO, CENTROMIN, MINPECO and MINERO PERU; while
in the latter case, it will be necessary to identify the private agents concerned
through the mining-metallurgy industrial associations.
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IV, RECENT CONDITICONS OF SAIE IN THE MARKETING QF NQN-JERROUS MINERALS
A.  Copper

96, The duration of contracts, whether for concentrates or for blister and

refined copper, varies considerably. In the case of thIe, the most recent
experience shows that only 15 per cent of sales took place’ under "spot"
arvangements; 65 .par cent of contracts had a duration. of one year and the remalnlng
20 per cent more than one yeax., In Perw, marketing is predominantly through .
long-term salea: 15 pexr cent of supply goes Yo sales for a period of leas than

one year, 34 pexr cent for sales ranging from one to Ilve years and 51 per cent for
contracts of moxe than five yeaxrs,

97, The general tendency is td'keép between 15 and 25 per cent for "spot"
opexapions in order to take advantage of market fluctuations, These sales are.
effected through direct contact with consumers or traders wha' need materlal ‘:;ﬂ;
urgently, In recent months, however, the poor maxket condltlona have led t9 a j:u
tendency to invite bids. In the case of uwnrefined products, longwterm contiadte
are commonly signed, since the purchasers (refineries) are concerned to ensure .

a stable supply. Naturally, the specific -fexms are generally negotlated frqm
year to year. In the case of refined products, the tendency ig . to accord prioxrity
to short-term contracts. HNevertheless, everything depends on market conditions
and on commercial commitments linked with the financing of 1nvestment capital or
labour, .

98, The great majority of sales currently take as a reference the Copper ngh Grade
quotation of the London Metal Exchange (L¥E), both foi high-quality cathodes and for
wirebar,

99. A pubstential part of Chilean sales include ['pricing facilities", In recent
years almost 90 per cent of Chllean coppex expor%s were oarrled out uslng this "
method. On the other hand, in Peru sales have usually been made at the average
price of the contract month In the case of wirebars, negotlatiOns take place at.
the average price for a month; in the case of blister, a little’ over ‘80 pér cent
at the average price for two months~ and in the case of concentrates,

94 ver cent at the average price for one month.

100, The usg of "pricing facilities™ has given rise to lengthy discussion within
the CIPEC Maxketing Po11cy Committee, I%s recommendations bave tended to '
encourage the use of éverage prices rather than such facilltlesu.“f  o

101, Bowever, veﬁy often these facilities ave stipulated in. commerclal contracts :
linked with the financing of projects, as in the case of the Cuajone’ deposit in"
Peru, Where it would be difficult to remove these clauses,‘it has been recommended
that premiums should be negotiated for granting them,

102, In recent years, the prlclng fa0111t1es clause has been used ba31cally in

the maxketing of refined copper productso Thus, the CIFEC: cquntrles used the
clause in 58 per cent of sales of electrolytic cathodes and 55 per cent Bf sales

of wirebars. The recommendations of the CIFEC Marketing Committee have been acted
on by member countries., Thus, it may be seen that in recent years these faciltities
have bezen applied using internationally recognized quotatlons and premlums. At
present, oﬂly 8/ ‘small volume 1s s0ld without premiums.
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103, Broadly speakiﬁg; a rejection of the use of pricing facilities iﬁ'beginning
to prevail in CIFPEC, in favour of average prices usually corresponding to the
contract month of ehlpment

104, Contracts commonly provide for provisional settlement. In the case of Chile,
it is estimated that 100 per cent of contracts include this method: settlement is
made either gn arrival at port of destination or five days before, In Peru, it is
applied in over. ‘80 per cent of contracts, payment belng made on arrlval of the
shipment, .

105, In the case of concentrates, a payment of between 90 per cent and
100 per cent of the provisional settlement ig usual, The same is true in the case -
of blister. In the case of refined products, a payment of 100 per cent is normal,

106, The currercy of.payment'natﬁreiiy'depEnds on the destination of the chlpménte;
As most of the exports from Chile and Peru go to the United States or Vestern
Europe, the currencies of payment are dollars, sterling or. other strong currencles.

107. All sales contracts 1nclude “force majeure” clauses to cover the’ exporter
against rlsks steming from unforesecn production stoppages or other c1rcumstances
beyond the producers’ control. 7 .

108, Occasionally, as in the case of Chile, contracts include clauses prohibiting
resale, vhich is not the usual practice in Peru. There are also some clauses
concerning the substitution of brands by equ1va1ent products, thus making it
possible to carry out swap .operations to save on shipping costs or take adentage
of customs tariff concessions,

109. Some remarks are.called for on specific aspects of the conditions of sale

of unreflned copper. Copper concentrates are paid for not only on the ba51s of
their copper content but also for their silver and gold content. The copper .
content is paid for in full, after deduction fox mctallurglcal loss which varies '
between 1,1 units and 1 unlt. 1/ For silver, payment ranges between 90 and

100 per cent, with a deduction fqr metallurgical loss varying between 30 and

3] grammes; a similar percentage applies to gold, wlth an average deduction of

1 gramme .

110, An 1mportant aspect concerns discounts and penaltlec. It is accepted that a
concentrate containing 0.3 to 0.5 per ‘cent of arsenic.may be processed by any
refinery in the world. The ceilings for impurities not subject to discounts,
according to CIFEC, are 1 per cent for arsenic (As), 4 per cent lead (Pb) and

1 per cent. for antlmony (Sb) In the case of arsenic,. as a rule penalties of
between $US 0,50 and $US 1,50 are charged for every Q.1 per cent over the
deduction-free permissible ceiling. y _ o _

111, In.the case of blister, the s¢ilver and gold content is also paid for after
deduction for metallurglca1 loss. -The copper oontent is pald for in full, with
an average metallurglcal loss deductlon of 0. 25 un:ts- betweep 90 and 100 per cent

1/ Units express percentages. For example, the copper concentrate content
of a lot ranges from 25 to 26 per cent of the total. One percentage unit is
deducted from 25 to obtain 24 per cent aas the payable content.
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of the silver content ‘& paid for, with an average deduction of 25 grammes per tonne(
and the gold content is paid for in full, with a deduction of 1 gramme, :

112, It has not been possible to obtain specific 1nformatlon on processing charges.
Nevertheless9 recent international averages in the case of .coricentrates have varled
between $US 70 and $US 90 per tonne, In the case of bllater, processing charges ;'
stood at between $US 80 and §US 130 per tomme, In both cases the negotiation of.
refining and processing charges is a fundamental matter as it is this deductlon B
which determines the real sales prlce of unrefined products.

113, An aspect connected with unreflned products concerns toll operatlona. 1/,' .
Such opsrations have been more temporary than permanent. The objectives pursued
have been to increase the degree of processing in exports. Iatest CIPEC experlence,
shows that toll operations were carried out for 50 per cent of spot sales of ‘
concentrates and 40 per cent of long-term contracts for electrolytic cathodes,

114, To summarize, copper marketing operations in Chile and Peru follow the
usages and customs of the international ore trade, with a great difference in the
case of pricing, as a result of the greater use of pricing- facxlltles in Chlle,,

B, . Leaa

115, Broadly spea.kmgD the lead marketing contracts in force at the tlme of wrltlng
of this report are characterized by a preference for long-term arrangéments, with
regular deliveries in the case of concentrates, because foundries and refineries |
are concerned with ensuring supply. In the case of refined products, it is common’ .
to set aside a certain gquantity for spot sales, although trading policy. is a;med .
at securing stable clients. Spot sales contracts aim to take advantage of
favourable market situations. Recently, in Peru producers have opted for tendering.
as the predominant method of sale. In these cases, international traders have been
very active (Marc Rich, Phlbro, Tennant, Sudamericana de Metales, eté.).

116, Contracts for the sale of lead concentrates clearly stipulate the "brand“
(specific mine), giving details of the quality of the ore required and
specifying the contents and the permissible variations in them.

117, The most important point of negotiation in this case is the proce331ng

charge. 2/ Contracts specify the amount of that charge, with an adjustable ecale B
usually relating to variations in the international reference price. 3/ It is
customary to increase the basic processing charge if the international price rises,;
and vice versa: these charges therefore mean that the purchaser is concerned with -
international price variations., Lead concentrates in Peru have a high silver
content and are highly rated in the world market.. Contracts also specify the
processlng charge applicable to that silver content.

E/ The hlre of plant to process a concentrate or bllster in a forelgn
refinery against payment of the cost of processing. . A

g/ This is the cost of transforming a concentrate into a refined product.

/ These may be the IME quotations, the European producers' price or the

Forth American producexrs' price.
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118. Current contracts stipulate payment of 95 pexr cent of lead content, with
some deductions relating to the IME guotation. When concentrates are exported

to the Buropean market, the zinc content is uswally paid for at the GOB price or
Buropean producers' price, the payment ranging between 50 and 60 per cent of the
content, 'Silver is paid for at a rate of 95 per cent, according to the '
Handy end Harmen or London Bullion Brokers? quotatlon, if the product is destlned
for the United States or Europe, respectively, and deductlons ‘are also made, ‘
Payment for gold is 100 per cent, and for copper 25 per cent.

119. The guotational period for lead concentrates is ugually eguivalent to the
average of the month following the date of arrival at port of destination,
Usually, the buyer pays the seller 80 per ‘cent of the estimated value of each

1ot shipped on the basis of the assays mede at the port of departure. This
settlement is generally made on receipt of the shipping documents (bill of lading,
etc.), The final settlement to the producer is made vhen the product meets the
required specifications following analysis at the port of destination,

120, Contratcts contain force majeure “clauses covering unforeseen circumstarices as
well as aspects relating to arbitration in case of commercial disputes.

121, Trading contracts for refined lead products are not highly complicated, They
specify the quality (99.99 per cent pure lead), the sales price in the case of a
spot contract and the gquotational pexiod, whlch may be the average for the week -
preceding the date of shipment. - I'n redent years, Peru has maneged to sell refined
lead in the Latin American market and:the socialist countries’ at a premlum over
the IME quotation., In the case of sales to the United States, it has applled
digscounts to the Noxth American producers' price, _ _ c

122, It is worth stressing the toll contract concluded between MINPECO of Peru
and Penoles of Mexico in order to increase the processing of refined lead.

C. Zinc

123. As with any contract for the sale of refined products, current contracts
stipulate the quality of the product (Special High Grade Zinc, 99.99 per cent
pure, in 24 kg ingots quoted on the IME), the amount, the place and date of
delivery, and the sales price, epe01fy1ng a quotational pericd in the case of
long-term sales (average of the week prlor to the date of shlpment, or etherwlse)

124, Concentrate sales contracts are naturally more complicated.’ ThEJ qtlpulate
the'euallty (concentrates from mine X), the quantity and the contract perlod._
In the case of a long-term contract involving regular dellverleo, a perlo& 1o‘
established for renegotiating the clauses of the contract. :

125, With regard to prices, 1t is customary to pay for 85 per cent of the zinc,
with a minimum deduction (8 units, for example) from the international reference-
price, Silver content is paid with a deduction of 5 ounces per tonne, at a rate
of a given percentage of a reference price (60 per cent of the lovest

London Bullion Broker guotation, 1/ for exampleg The cadmium content is paid

l}i The London Bullion Broker cuotation is given by the London Silver Pullion
Trade Centre.
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for following a deduction of 0.2 per cent, the remainder usually being paid at an
average of the four free market prices published in the Metal Bulletin, In the

case of silver and cadmium content, contracts frequently gtipulate thot 1L the
guotations do not reflect market condltlons other methods of valuatlon may be sought.,

126. A base cost is usually established for processing costs (at present the market

establishes $US 90-95 per torme). As a rule, this processing cha¥gé is linked with
an lnternatlonal prlce. R
127. The quotationa) period for contracts lastlng 2 year or more is usually. the }
equivalent of the average duotations of the month following axwive). ot the, next

of destination. As in any concentrate sales contract, welght eee mere;uy are
usually established when the concentrate is unloaded at the pcru of dgating tlonD‘
when the correspondlng exchange of assays is made, It is cusiomery ¢ pay,

90 per cent of the pirovisional bill, which is calculated on the basis of tﬁe

weight and content declared by the seller at the port of shipusnt, witing as a

reference the quotailons prevalllng av that time,

128, As in the case of other concentrate contracts, a currency clause is usuvally.
included covering sharp varlatlone in the base currencies used, In such caeesgg'
it is “sual- to renegotiate ‘those aspects in' order o strike a balance detueen the-
parties. Pinally, force majeure and arbitration clauses are included.

D, Silver

129. Silver sales are only for refined products; as silver is recovered in the
processing of concentrates of lead, zinc, etc. The quality (99 99 pet- cent pure),
amount, price and form of delivery are specified, The reference prices in. current
contracts refer to the quotation published by the Handy and Harman reflnery in the
case of the United States market or London Bullion in the case of ‘the’ FEuropean
market, Methods of sale are the same as for other refined produgis, although it
must be- stressed that this a pre01ous metal and thus subject to sharp speculative
swings.

E. Tin

130, The main tin exporter ig Bolivia. Ores and concentrates are marketed by the
Corporacidn Minera* de Bolivia {COMIBOL) and metal by the Empresa Nacional de
Fund1c1ones TENAF),

131, Contracts for the marketlng of tin ores and concentrates usuelly cover &
period of more than one year, with regular deliveries, although, ;exporis of
concentrates have steadlly ‘been decllnlng with the growth of 1nstalled foundry
capacity. o S B

122, Contracts for ores and concentrates stlpulate the tonnage covered by the. .
agreement and the volume to be delivered in instalments established in accordance
with the shipping timetable drawn up by the buyer. Recent practice hes been to
comnit products for one or two years, with renegotiations provided for at the end
of that period. Contracts specify the quality of the concentrate, indicating the
content of tin and other ores {arsenic, antimony, zinc, lead, silwer, etc,). The™
quality of the product depends on those oontents which determines the type of plant
capable of recovering them.

133s It has been COMIBOL practice to deliver minimum lots.of 20 dry net petirie tons
to the buyer's foundry. Each lot carries the identification of the mine of orlglﬁ'
and the ore is bagged, although another type of packaging may be used by agreement
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between the parties. COMLBOL reserves the right to supervise the weighing and
sampling of each delivery, in order to defermine the actual content to be
congidered in establishing the final settlement,

134, The trading contracts establish that title of ownership of the ores and
concentrates is transferred on the date when the purchaser makes a provisional
settlement corresponding to 100 per cent of the estimated value of each delivery
In accordance with normal intermational trading practice, the contracts stipulate
that the ores and concentrates should be weighed, sampled and assayed at the
purchaser's plant in order to determine the humidity content in the presence of
a represeritatiave of COMIBOL, The humidity content l/ is establiched by
exchanging the certificates obtained by each party independently wp to 10 hours
following the delivery of the ores and concentrates to the purchasexrt!s plant.
Usually, differences of up to 0,15 per cent are split between the two parties,

In the case of bigger discrepancies, an arbitral analysis is made by an independent
laboratory, whose results are accepted for the purposes of the gettlement,

135, In current contracts it is established that a deduction for metallurgical
lose of 1.5 per cent per dry net metric ton, on the basis of 50 per cent, is made
from the fine tin content. "This deduction may be reduced or increased by

0.02 per cent of a unit for each 1 per cent by vhich the’ content is above or below

50 per cent. 2/

136. The contracts establish the penalties relating to impurities in the ores.
Thus, for eéxample, combined antimony and arsenic are free up to 0,15 per cent,
bismuth up to 0.40 per cent, sulphur up to 2 per cent, iron ore bgtween 5 and
9 per cent, etc,; in other words, if the impurity content exceeds these
percentages, a penalty is imposed, .

137. The tin content of the ores and concentrates, following the ‘above-mentioned
deduction, is valued according to the lowest international quotation among the four
London Metal Exchange (IME) quotations for standard tin, as published by

Reuters, which has a highly specialized commercial and financial service. The
cuotational period is established by common consent between the parties, and it

is general practice to take the period covering the 30 days following the

thirtieth day from the delivery of the material to the melting plant,

138, An important aspect, which is the crux of the negotiations, is the fixing of
processing costg, in which it is customary to specify a base cost (currently
bordering on $US 700 pex torme), This base cost may be increased or reduced every
six months by a proportion equal to the percentage increase or decrease in the .
variables making up the purchaser's cost. Thus, the Jamiary cost runs for the
first half of the year and the July cost for the second half.

139, It should be pointed out that the trade contracts provide for a penalty
for environmental pollution when the buyer carries out invesiment for
envirommental protection, usually as a result of Govermment regulations,

lf This is important, as the humidity content increases the weight of the

product,

_j This practice stems from the fact that refanlng plants do not recover the
entire mineral content of the lot. A metallurglcal loss factor lq thus talen into

account,
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140, Contracts include clauses concerning "performance” costs (sea and land
transport, insurance, legal documents, expenses in port of loading, etc. )} which
are digscounted in favour of the huyer from the percentage of payable tin content
cf the concentrates. .

141. The contracts alsc stipulate currency clauses concerning the cuchange rate to
be used for convertlng sterling into United States dollars, covemlng the previoualy .
agreed quotatlonal period, . L T e

142. It hes been the practice of COMIBOL to charge the buyer = fixed additianal
amount. .per tonne for all deliveries in consideration for guarantee& supply.o. -

1430'Fiha11y, as in all such commercial contracts9 there axe force majeure
clauses to cover supply problems,.

144. The marketing of tln metal is less compllcated ENAF offers "hlgnugr&de“
(99 B85 per cent to. 99 95 per cent) and 'standard" tin (99 75 to 99.54 pexr cent).
It sells dlrectly and’ through agents. In the former case, the besis for valuation
is the average of quotations for the week following the sale, or ths average of
the four quotations 10 days before the arrival of the shipment.

145. Sales through agents are governed by BOqcalled agency contracts. These
consign to the.agent, usually an ;nternatlonal trader (Tennant, Marc Rich,. etc.),
specified volume per year, with a. schedule of deliveries; the contracts may cover
tvo years, .

146, Tln metal is valusd on the basms of the average of the four IME quotatlons
for the two qualltles (h:gh~grade and standard grade). ;/ The valuation is made
for five tonnes minimum per day of quotation prior to the seller's approval,: so
that it agig;in the same way as the back-pricing.vhich exists in the case of; .
copper., The guotational period for pricing runs from the date of shipment of:. the
product at.the Vindo, plant (ENAF) to 10 days after the arrival of the profuct;at
the port. pf dest}naiLQn. ENAF stipulates that price differentials obtained:bhy the-
agent shovld be: gplit gqually. _The agency contract provides for a commpipsion.of.i.
0.35 per cent ofathe .net sales. price, tax-free. Do WG ERTUL YRR

147. It should be pointed out: that agency contracts require the agent. to give-ENAF.
a bank:guarantee for-an amount, equivalent to-the value of the tonnage according to..-
the schedule of: dellverles agreed on wvith the. cllpnt. Agents also act asnregeivers
for ENAF, and must make itransfers within 48 hours,of receiving settlement from the
buyer. Payment'must be made within 12 days of arrival at the port of destimation;: -
otherwise, interest must be pald at the New York prlme rate plus 2 per cent

148, Agenpy contracts also cover ENAF sales to agents in the form of ”pran01pa1 to-
principal!.sales.. In this case, naturally, no commission is charged amd the :
operation is carried out in the manner described above, :

149. Finally, it should be mentioned that the agents advise ENAF on hedging
operations on the exchanges and in relation to currency cover, and also undertake .
to train staff.

1' In other words, the buyers' and sellers' cash prices, and buyers' and
qeller«' future (three months) prices.
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V. ESTABLISHMENT OF JOINT MARKETING VENTURES:  PROFILE AND POSSIBILITY OF A
MULTINATIONAL ORE MARKETING ENTERPRISE .

A, Establishment of a body for mining co-operation in Latin fAmerica

150. The establishment of joint ore marketing bodies should be the result of a
step-by-step process in which the advantages accrulng to each producer from fhe
centralization of exportable supply begin to bucome clear.:

151. As a Tirst stage, it is necessary to institutionalize the relationship
between the potential agents for co-operation and draw up joint work programmes
with a view to specifylng the undertaklngs which the partips will gradually enter
into.

¥
152. In the mining sector, the first-hand agents for co-operation are the State-
owned companies, as the State plays a deecisive part ian the ore proauction and
marketing of member countries. However, there is no entity grouping together ail
the oré ‘producers. They have sporadic contacts through the activities of some
producers® drganizations or bodies of the United Nations system.

153. The risks inherent in abruptly proposing the establishment of joint marketing
ventures are too great: an initiative of this kind should arise as a need felt by
* the countries rather than a project suggested to them from outside. In addition,
commercial dynamics mean that entrepreneurial leaders are most concerned with
short~-term problems. Thus, the bhenefits of horizontal co-operation must be
clearly perceived by the potential agents for co-operation in such a way that it
is recognized that joint action may be fundamental for increasing individual
profits.,

154. We therefore consider it necessary to adopt a strategy aimed at settinp up
ag rapldly as possible a body to institutionalize relations among mining :
enterprises. This might be the Committee for Latin American Mining Coﬁoperarion
(COMIL), to which the public-sector and private-sector producers of the region
could belong, for the purpose of drawing up and implementing co-operation
programmes, proceeding from the simplest to the most complex level. lj

155. Initial forms of co-operation could be very varied, but attention should
focus on what the mining produccrs consider -key aspects. Thes: are basically the
assimilation of technology, criteria for bargaining with transnational
corpordtions and international tradera, access to sources of financing, and terms

and: conditions in commercial negotiations.,-

156. It is therefore considered advisable to include not only the main Stat:-owned|‘
producers (COMOBOL, ENAF, CENTROMIN, MINERO-PERU, CODELCO) but also commercial
entities (INTERBRAS, COBhC MINPECO) and representatives of 'the associations of
private producers and min1ng development banks. '

5/ Precedents for such bodies existed in the former LAFTA and could be taken
as a reference.
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157. This co-operation entity could cover-the following spheres of achion:

A. Drawing up of Joint prograunmes for information, reaearch and promotion ‘
in the technological field in order to atrengbhen enginearing in the region.

B; Discussion and harmonization of methods of negotliating with tran@nati@nal
corporations ‘over the- exploitation of mining deposits. Co
c. Strengthening commercial“iﬁformatign systemsv wﬁtn s view toz- -
: la) "he Joint study of international economic twends, WA, 5 3pwuial.emphasia
on the ore and financlal markttsn : : R

(b) The centralization of information on processing cosba ab the waln
foundries and refineries, in order to enhance bargaiﬂsné pover on products bthat
involve little proceasing.

D. ' Promotion of joint business sctivities, with a +lew to.
{a) The . harmcmizatlon of standard commercial c@mtragtsg cending towards the
elimination of harmful business practices,

(b) The co-ordination of action- aimed at overcoming restrictive and.
protectionist business practices:

(c) The improvement of commercial. bargaining conditions, by setting up::
machinery to reach the final consumers, in order to do away with 1ntermed1aries
and divergify marketa, o Lt e

(d) Facilitation of swap.operations among Latin American mining enterprises
and joint toll contracts with foreign refineries to 1ncrease thefvalue added oﬂ
exports; - . : .

(e) The improvement of the bargaining 9051t1°n'°"¢fpeight rates.

E. Drawing up of Jjoint programmes to lmprove entreprensurial efficiency,.
such as executive training programmes.

Ff* Drawing up of joint financial assistance programmes°

158.. The development of this co-operation entity would make it possible to-
strengthen links - among the mining- enterppises of the regicn within a broader
sphere,.as: such linke have genepally been established to.deal with specific
problems. in producers’ organizations and the international study groups (lead and-
zinc, bismuth, etc.).

B. General guidelines for the establishment of a multinational. ore marketing - -

entergrise

(a)',PromobLOn of . mulﬁinational marketing en enterprises for devel@ping'c@untri@s
(MMEs ) _

159. The promotion of MMEs, and particularly of a multlnational orn marketing
enterprise (EMCOM), falls within thé programmes for cOuoperation among developing
countries which have been developed since UNCTAD IV, A detailed review of the
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areas in which the. formation of multinational enterprises should.be promoted may
be found in the document prepared by the Division for Economic Co-operation among
Developing Countries on this question in September 1978. 1/ It is suggested in
that document that three possibilities may be conasidered in the mining field:
(a) to set up enterprises specializing in the marketing of individual products;
~ {b)sto-set up enterprises for a product package; .and (c).to set up a single
enterprise to export a wide range-of mining products, like any other international
trader. The document comes out in favour of the last option, likewise considered
most appropriate by the -present document. This.cheice is justified not only
because that is how the trading companies already existing in the ore market
operate, buf also because the infrastructure which would have to be set up for one
or more products could also serve for a wider range of products. Nevertheless, as
has been seen, this document focuses on the range of nonnferrous metals.

{b) Formatien of the multiﬂational ore marketing entcrprlse

160. The central objectives of the EMCOM are to establish a channel for access to
the world market in order to be able to operate on a large scale and with a
diversified product range and thus strengthen the bargaining power of the mining
produgers and reap the surplus profits stemming from international tradz. The
EMCOM would be set up with the participation of two or more developing--country @ °
investors. Here interregional participation is cousidered important, in order to
form a concentrated. volume. of: oparations of great economic significance. It is
also considerad advisable to set up 1lts headquarters at an important place in-the
world ore market, preferably London, and that it should be formed in accordance
with tbe prevailing prov1edons on tradxng companiee. o Cawmetin

iotge e RN
(c) Characteristics of the multinational ore marketing enterprige:.

161. The. BMCOM should not receive preferential treatment but must: epdrate in
competition with the: marketing channels in existencs ih the: participating countiies.
Thus, the EMCOM would not be exclusive and would aim at concentrating bargalnitg
povwer in order to avoid the atomization of exportable supply and unnecessury
competition among- the countries concerned. : : ;

162.. There. are three possible profile outlines for the EMCOM

(1) The EMCOM planned as an instrument for limited partiCLpation in the
market . . B

163, In this;case,.the target: function would be to regulate or. stabilize market -
prices, by co-ordinating the:action of producer countries. 2/ In this form, it
would act as a cosordinating body' foritwo or more mining enterprises, The aim
would be to.gain experience in carrying out joint operations in order to dampen

. e LI o

l/ Fernando Sanchez Albavera and Belisario Esteves, Areas of Potential
Interest fior Promoting the Establishment of . Muitinational: Marketing Enterpriees,
Projéct RLA/73/06%; Geneva, 1978. '

2/ Machinery of this kind, although not strictly in thr form of an
enterprise, has recently been under discussion 1n CiPEC
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the negative fluctuations in the market for one or more mining preducts. It would
basically act in the metals exchanges. In fact, the aim would be to design
machinery for inter-enterprise co-ordination, which would act as a limited company,
with the ability to operate on the physical or futures market, in eiunew the LME
ar New York rings or both at once.

(2) The EMCOM planned as an essentially intermediate entity

164. In this case, the EMCOM would operate as a Sypical ¢radinz rompany. Its
objective would be merely to ganeralte deals, is which the daclasnz Tashkor sonld be
the profit margin between a buying opepation and a selling operaiion. It should
be noted that in this case the price {actor beccnmes irrelavast, what Le laportant
is the size of the markebting margins. e -

{3) The EMCOM planned as an entibty for maximizing Torsisn turreugy eawninga‘

165 In this case Lhe price lavel is of fundamental importance, as an EMCIM would
operate a8 a commission house basically carrving out "back ’Q“Oauk" op&r&%&@mso

166. ”hewe are not sufficlent, greumds for chocsing one or awobhex of tneae @ptions,
with the exception of financial consideraticns. The EMCOM eould perfectly well
perform all three functions. . At a .glven point in time, .iL - .ecould: concentrate the
commercial activity of the partners in order to influence price trends by buying or
selling. It could generate business by taking advantage of itz information and
benefiting from the difference between the buylng and the selling price, covering
itself . on the futures market. Finally, it could operate with a specific supply,’
acting as a sales agent for a group of producers and earning income from S
commissions.

167. However, it would be important to ensure that it operated with a flexible
axportable supply which would not necessarily be. restricted to whatever allecations
it received from its future partners.

{d) . Possible partners and volume of transactions

168. .The partners of the EMCOM could be the State-owned enterprises operating in
the mining sector of the various countiries of the region, as well as private .-
investors whpther or not directly ‘linked to the mining sector.

169, Ehe possible volume of transactions of the ?MCOW is hapd to specify as‘it
would depend on the degree to which the partners wvere interested in strcngthening
it as a marketing chamnel. In addition, this volume could be determined only once
the membership of the EMCOM, and the capital ipput -they would. ke preparcd. to make,
had been established On tne basis of that information a feasibility study could
be carried’out, and the possible profitability of the: EMCOM caleoulated. However,
to give .an 1dea of the capital irequired, a wmedium-sized trader sculd be Lakenlas
a model, as it would be an enterprise which would -steadily. expand activities asg it
proved lts efficiency. In the opinion of trading experts linked with Che mining
industrial associations, 2 firm with the following scale of operztions could be
considered a medium-sized trader: - Co RN

Products , vOlume (tonnes)
¢Cbiiper concentrates | 20 000

Blister copper 30 000
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Refined copper 25 000

Ledd -concentratei 35 000
Refined lead 25 000
Refined silver ' o To

VZinc concentrate' -50 000

‘hRefinéa zinc: —-ff~ ! | 25 000

170 This vclume of transactions corrusponds roughly to an average of hetween

2 per cent and 5 per cent of the potential exportable supply with which tho
Multinatiopal. Ore Marketing.Enterprise would Aave to operate-in accordance with
the figures given in the statistical appendix. However, the annual value of Juch,
pperations at 1981 prices,fwhich ward very léw, would be in tha order of :

$130 million. In keeping withiwhat. isnormal in the trading of mining products,
the enterprige’s working capital should be between $25 million and $38 million,
the ‘equivalent of between 60 and. 90°'days of operation with:the volumas dndicaued”*
above. The order of magnhitude of this-cdlculdtion, which is purely a ref;rence '
suggests that this could be -an initlal target for thp 1‘MLGM. -

(e ) Methoda of operation L

v Lo

. .| -

171 =The EMCQM wou1d basically: carry out two eypes of commurcial trandactiocas
direct buying and selling or “firm" operations and back-to-back operations. In-
the first case, the EMCOM would earn profits from tha difference between the buying
price and the selling price. In the second case, it might have an agency contract
with mining producers, who would allocate:to it all or‘some of their production, dr
it icould proposc substitutes for orders held by producgrq whan 1t faund potvntial
buyers offering better terms. . ’

172, During the initial stage, it seems: importatit that ‘the  EMCOM: should carry out
back-to«back operations, and indecd should not hold oxclusive agoncy contracts.

The. reason ‘for this is that direct buying and selling ireauirés conmiderable working
capital and involves considerable risk’ if the"company iz not in a position to carry
out hedging operations.' In addition, back-to-back opeérations would make it
posgible to acquire experience in marketing and test the efficicncy of its sales
activities, as the producer would be able to: cOmpare the salv terms and conditiona
offered by thh EMCOM with those on their. books.:“

Qe 1

(fj Agpects to be considered in respbct of the organization of* the EMCOM

173 One- of Lhe most important aspects of the organization of thb EMCOM is that of
flexible supply. ' In other words, the EMCOM sholld not’ confing its operations to

a specific volume of -supply allocated to it. This has precisely’ béen ' one of the
problems faced in national marketing’experiments, which has hindered their direct
access to some consumers., Many enterprises: prefer to obtain supplius from tne
international traders because the latter guarantee- gtabléd supplies,

174. It is therefore very important that the EMCOM should have sufficicnt
financial independence to be able progressively to conclude contracts for regular
deliveries. T
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175. It is likely, however, that initially it will engage in short-tern operations,
in the form of spot sales, in order to sell the producers’ surpluses, 2s most of:
them have committed much of their production to long-term arrangements.

176. The EMCOM must also be organized on the basis of two types of specialization.
Tha First concerns the degree of processing of the products marketed. As
explained above, marketing ores and concentrates is not the same as marksting
refined products. It 1s therefore zdvisable to establish twe divisions, one for
oreg and concentrates and the other for refihed products.

177.. The second criterion for specialization.is by product tyece. I esca of the.
above two divisions specialized sections should be z2stabiishes fop copRer, lmadjf
zlne, tin and so forth. The aim should be to'set up sales vesmd by producks,
with speciallzation according te the degree of procesaing.

178. A& very important aspect is thai of geographical locabion. Ths IMOCH should
have agencies in the main sales centres: Londen, to deal with Western BEurope:;
Beljing, to deal exclusively with the Chinese market on zccount of i%s sizs;
Tokye, for the Asizn market; . an Fastern Eurepean capltal, for the market of the
socialist countries; HNew York, for MNorth and Central America; and Sac Paulo,
for South America.

179. It might Le desirable to have sales representatives in some countries in
order to have better consumer coritacts and information. )

180. The EMCOM trading network must therefore be based on two criteria of
geographical specialization; one relating to contacts with major consumers and
the other to contacts with principal producers.. . Persons working-in contact with
producers should receive instructions from .the agencies which should be located °
in the main sales centres, concerning the volume and price levels for supply =
offers. The function of these agencies is to generate business and consequently

: maximize profits, while the producers® liaison offices have to secure exportable
supplies. Contacts between the two operating units must be very fluid. The
agencies are also centres for storing trading information distributed dally to the
producers' liaigon offices so that they can operate in line with market trends,

181. In sum, the most important functional criterion is that of flexible supply.
In other words, the EMCOM should be viewed as generating new trade opportunities
which are more profitable options than those available to indlividual producers

. through existing marketing channels. In addition to this fubetional critewion,
there is the criterion of specialization by degree of procesaing, type of product,
point of sale and scurce of supply.

(g) Nature of the {inancial flows

182. The financial management of an enterprise such as the EMCOM must harmonize
and regulate the flows of receipis and of outgeings with a view te minimizlng
financiak¥ costs. Financial management is orucial in any international mamketing
enterprise as comstant liquidity is required im erder to obtaln the volumes of
production necessary for trading opportunities.
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183. Intome flows stem from direct sales, commissions, interest and so forth,
while outgoing flows consist of settlements to. producers, operating costs and
financial costs. Obviously we are simplifying the concepts in order o single
out the main ltems involved in trading operations.

184 An important and integral aspect of the design of the EMCOM is how to spread
costs and ‘profits between the enterprise and producers.

185. Income flows will obviously depand“on the total value of commercial
operations, but are influenced by sales conditions. In the ore trade, terms and:
conditions have a number of -aspects which affect the financial management of a
marketing company. For example, in the.case of refined products it is normal to-
settle in full for the volume contracted for, whereas in ‘the case of éres and R
concentrates a provisional. settlement of at least. 80 per cent in most cases’ ‘is
customary. In the latter case, the advances are certainly influenced by market
conditions and by "the. bargaining power of the parties. Sometimes facilities are
granted to the purchaser in exchange for an advance equal to or close to the final
settlement. Obviously, the advances may lead to a financial cost to the Uuyer ir
there are considerable:differences between the provisional settlement and’ the
final settlement, which will depend on the time gap between the two.;"' I

186. Another aspect affecting the income flow is the form of payment. Settlements
are usually made against delivery of certificates of deposit, delivery of shipping
documents or letter of credit, which is usually used with unfamiliar clients.

187. The most ‘widely used method in the. ore trade is settlement against shipping
documents ‘which depends on the time interval between departurs and arrival”at the
port -of destination. Here it would be desirable to establish specific practices
that take 1nto consideration the distance between the point of sale and the port
of destination.= ol :

188, Cellection. management is especially important in the case of concehtrates, as
the final settlement depends not only on the interval between the sale and receipt
‘of the product but also on the exchange of quality standards carried 'out at the
port of destination. When arbitration is required, for example, this leads to a
delay in the final settlement which affects the collection schedule. =

189. In the case of direct buying and selling, the marketing enterprise operates .
at risk, depending for its income on the marketing margin it can obtaidy” It -
should be pointed out here that the EMCOM should not speculate with its supply; as
this would railse financial costs and create a risk situation which could affect its
financial stability. 1In back-to~back operations the EMCOM should make an advance
payment to the producer within a fixed period, as to pay the producer on the basis
of the collection period could seriously affect 1ts ligulidity. These advances
would have a financial cost, and a surcharge should therefore be imposed for the:
service. In this case collection management is essential, as it may happen that
the surcharge imposed on an international reference interest rate might be lower.
than the cost stemming from the collection period, which would increase the
EMCOM's financlial costs.
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190. Ceomsequently, the EMCOM needs ample financial liquidity to operate properly.
It is customary for traders to grant advances for the product delivered %to their
warehouses, which involves a financial cost. In addition, traders sometimes grant
working capital loans in order to secure future supply.

191. In the case of back-to-back operations, it is most likely that producers
will require the EMCOM to make a final settlement within a fised perlod, whereas
direct buyving or selling is carried out on a cash basis, with a financial cost
for the EMCOM between the two operations.

192, The EMCOM will certainly have to become indebted to the banlkting system in
order to ensure %imely payments, Uhe guarantee being provideé by bthe produsts
involved in the transaetien.

195. To summarize, efficient financial management is fundamencal in the marketing
of miping products. Co

C. CORCLUSIONS

194. The formulas for co-operation in the mining sector should be worked oul
through successive stages. In the first instance it is necessary to
institutionalize co-operation through an entity which we have called the

Latin American Mining Co-operation Committee, grouping public-sector and private-
sector producers, national traders and mining development banks.

195. The EMCOM should be planned as a trading company whose efficiency is
measured in terms of the results of its economic activities.

196. Thus, relations with producers may vary, ranging from direct buying and
selling to acting as an agency in the strict sense. In any event, it is important
that the EMCOM should be provided with enough working capital, as investment in
fixed assets would not be very large.
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TABLE 1

WORLD DISTRIBUTION OF PROVED AND PROBABLE RESERVES OF MAJOR MINERALS
(Percentages for 1976-1978)

(&/CEPAL/R. 265).

Developed Farket Centrally Planned Develoj;ng Total | Latin America
economies economies economies
{ Bauxite 27 3 70 100 36
Copper 35 10 58 100 37
Tin 8 19 73 100 16
Iron 32 24 24 | 100 24
Molybdenum 63 18 19 100 18
Nickel 40 5 55 100 13
Lead 68 23 100 9
Tungsten 21 49 20 100G 9
Zine 50 27 23 100 9
Source: "BEvolution of, and prospects for, the mining secior in Latin America” -




LATIN AMERICA:

TABLE 2

COMPOSITIOR AND EVOLUTION OF MINERAL PRODUCTION

(percentage of value of total mineral production) a/

R

Copper 47.1 53.5 4.3
Iron 1.7 11.1 11.3
Zinc 6.8 6.7 3.7
Bauxite 2.9 6.3 6.8
Nickel - 5.2 10.1
Tin 8.3 3.6 0.6
Lead 7.5 ... 3.5 0.8
Silver 10.4 5.3 1.2
Sub-total 84.7 95.2 -

Other 15.3 4.8 -

TOTAL: 100.0 100.0 2.8

Source: As

for table 1,
a/ At 1970 prices.




TABLE 3

SHARE OF IATIN AMERICA IN WORLD MINERAL PRODUCTION BY DEGEEE OF PROCESSING

(percentage of total volume for 1976~1977)

Ores and concentrates

Smelted and refined products

Copper
Iron
Zinc
Bzuxite
Wickel
Tin
Lead

18

.15
e
56
9
21
14

13

5 8/
p
2 3/

11
10

Source: As for table 1.
g/ Steel
b/ Aluminium metal



TABLE 4

TATIN AMFERICA: MINERAL SUPPLY AND DEMAND

(Percentage distribution, 1976-1978)

Supply Apparent consumptidn Imports Exports
Bauxite a/ 100 6 1 95
Copper 100 26 16 90
Tin 100 27 63 136
Iron 100 29 2 73
Nickel 100 17 13 96
Lead _ 100 4% g 66

~Zinc § 100 24 16 92

Source: As for table 1.

a/  Alumina .content,




PERCENTAGE DISTRIBUTION OF INTERNATIONAL TRADE IN MINERALS AND METALS (1976)

TABLE 5

Expoxris Latin America Other deve%Oplng Developed @arket Centrally planned Share in world

Imperts econcmles economies ecocnomies exports
Latin America 12 1 80 7 7

| Other developing
econcmies 1 24 7L 4 10
Developed market
econcmies 4 16 €9 11 73
Cerntrally planned
cocnomies ? 6 29 6% 10
Share in world
exporis 4 14 67 15 100

‘Source; As for tablell,




TABIE 6

INDEX OF PRICES OF SELECTED METALS g/ '

(1950 = 100)

Bauxite ! Copper Tin Lead Zinc

Period I -+ - i . .

Hominal © Real Hominal Real Nominal | Real Hbminaly Real Hominal } Real
1965-170 160 132 274 201 | 156 122 50 1 66 85 ! 63
1971-1975 290 100 293 133 264 119 136 | 62 215 o7
1976 286 93 086 93 373 122 154 | 50 217 72
1977 364 108 256 79 524 156 211 63 180 54
1978 306 © 80 276 72 626 164 225 59 180 47
1572 - - 403 - 93 152 174 41 ;9% 1ToeeT 52

Source: As for table 1.°

a8/ London Metal Exchange prices.




TABIE 7

PRCJECTION OF WORLD MIWING INVESTMENT I THE 1S80Cs

million & E Share
| i (%)

Developed countries ' ‘ 27 Til1.4 ; 39.8
United States ' 4 £75.5 7.2
Canada - | 52055 | 8.1

. Mestern Europe ‘ . 2 614.5 4.3
Developing countries : 3T 412.8 | 50.2
Latin America - - - T 22 427.C , 3ESL

b : H

Source: As for table 1.
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TABLE 8

VAJOR INVESTMENT PROJECTS IN IATIN AMERTICA IN THE 1980s

wilion | Share
3 )

Aluminium 5 040 22,5
Copper” 11 548 915
Tin 68 C.3
Iren 2 620 11.7
Silver 160 0.7
Lead 206 0.9
Nickel 560 2.5
Zine 830 3.7
Other 1 390 6.2
TOTAL 22 422 100.0

Source:

As for table 1.
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TABLE 9
" LATTN AMERICA:  SHARE OF MINERAL PRODUCTION
I GDP
(A
1960 1979
Bolivia 6.4 5.5
Chile 11.1 12.2 i
Guyana - 13.0
Janaica - B.7 f
|
Mexico 442 5.1 |
Poru 7.9 8.7
Dominican Republic 1.9 5.9
Venezuela ' 27.5 8.0 }
. 1
1 Latin America 4.3 i A%
Source: As for table 1.
TABLE 10

LATTN AMRRICA: AVERAGE SHARE OF MINERAL FXPORTS T

NATIONAL EXPORTS

v

7.
Bolivia 58.0
Chile 6£4.8
Guyana Ad.4
Jamaica 50.0
Mexico 5.0
Peru 39,0
Dominican Republic 18,6
Venezuela 3.4

Source: ILCLA figures.



LATIN AMERICA:

PABLE 11

PERCENTAGE DISTRIBUTION OF VOLUME, OF PRODUCTION AND
" RESERVES OF MAJOR MIWERALS

: ) T ‘ :

- ARGENTINA } BOLIVIA i CHILE EERU VENEZUELA | BRAZIL | EXICO ; PANAMA . TOTAL

COPPER ‘ i

Production - - nolo23 - - 3 - 97

Reserves 3 - 56 ;17 - - 13 7 96

TIN ! é

Production 2 79 - .E -1 - 15’; ‘ - ! - 100

Regerves - 62 - -~ - 36; - ; - 28

I .

IROH ; '

Production - - 71 3 10 77 3 - 100

Reserves - 48 - ! 2 2 30 1 - 83

i

STIVER

Production 1 5 6 45 - - 42 - . 99
! Reserves - - - 39 - - €1 - 100
| 1mAD : L

Production 8 5 -~ 29 - 10 %5 - i 971
i Reserveg - - - 35 - 2l 43 - 99
| 210 = | S

Production 4 6 - 57 - - 5 24 = L9686
! Heserves - - - 41 - 29 26 _ 96

2OUTCE 2

As for table 1.

_g-[..
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TABLE 12

LATIN AMERICA: PERCENTAGE DISTRIBUTION OF VALUE OF EXPORTS OF
SELECTED MINERALS BY MAJOR EXPORTING COUNTRIES

% of 1977 OVER=-ALL PERCENTAGE

Iron Brazil _ 63.7

. Venezuela 17.3%
' Chile 5.9
: Peru 2.0 89.9

Copper Chile T
Peru 2

Mexico

0

0
3 93.5
Bauxite Jamaica : 75.8
Guyana 18.3
Dominican Republie 3.1
2
6
0

97.2

Tin Bolivia g2.
Brazil :
Peru

Silver Mexico 34
Peru ’ 33.
Dominiean Republice 15

1
3 .
-9 99.9
6
1
9

83.6

Zine Peru 44.1

" Mexico 36.7
"Bolivia : 14.0 94.8
Lead Peru - 6
: Mexico 2

:Bolivia %4.4

Source: As for\&ablell.




LATIN AMERICA: FORECAST OF INVESTMENT IN MINING PRQJECTS IN THE 1980s

TABLE 13

(million § and %)

m-g'[-—

VALUE SHARE
Argentina 1 500 6.7
Bolivia A58 2.0
Brazil 7 325 32.7
Colombia 1 900 8.5
Chile 4 166 18.6
Ecuador > -
Guatemala 260 1.2
Cuyana 500 2.2
Honduras 15 0,1
Jamaica 450 2.0
Mexico 1 348 6.0
Peru 3.555 15.9
Venezuela 940 4,2 ;
TOTAL 22 422 100,0 | |

Sources

As for table 1,
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TABLE 14

BOLIVIA: DISTRIBUTION OF TIN PRCDUCTION

(thousand metric tons and %)

COMIBOL MEDIUM~SCALE MINING '| SMALL-SCALE' MINING

MT % MT % MT R

1970 | 18.8 64 6.6 22 3.8 ; 13
1975 | 20.3 | 68 | 61 21 | 4.5 14
1977 | 23.3 69 7.0 21 2.6 7
1980 | 19.0 , 69 5.9 | 21 2.7 10

Source: Relationship of transnational corporations with the tin industry in
Bolivia (E/ECLA/SEM.3/L.6).
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TABLE 15

COMIBOL: SALES OF TIN ORE
(metric tons and % of total):

1970 1979

Smeiters 'Metrié ﬁoﬁé ﬁ%;; Metric Tons - $
Williams Harvey 8 052 5_42.9.- == D
Gulf Chemical 5 062 ‘T2§:6 ey 103 - 6.0

i Capper Pa;s 2 820 15,0;. .3 682 19.9
Metallgeseschaft 508 2.0 | 649 3.5
Other foreign smelters 999 5.5 4. -1.004 &/ 5.4
Sub~total : 17 441 92,2 "6 438 34.8
ENAF (State smelter) 2/ 1314 7.8 12 013 65.1
TOTAL 3 18 755 100.0 | 18 451 100.0

Source: As fdr table 14.

a/ Including 994 metric tons sold to the trader Marc Rich.

b/ “Operates the VINTO. smelter.
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TABLE 16

ENAF: DISTRIBUTION OF SALES OF TIN METAL

- (%)

T PR r o Himrs M P e N aeer m ot =t m omm g e s

MARKET . SALES
Western Europe and United States 61
(a). Direct sales 18-20
(b) Sales through agents 40
Latin America 10
(a) Direct sales '8
(b) Sales through agents 2
Socialist countries gi
(a) Direct sales 27
Other markets 2
100

TOTAL .

Source: Estimates based on the
fable 14 and on information provided

Same source as
by ENAF.




TABLE 17

DOLIVIA: EXPORTS OF MIMERAL PRODUCTS BY COMIBOL AND BAMIN (metric tons, million § and %) EY
VOLUME VALUE.
1979 & 11980 %. 1979 % 1980- 3

f.  CONIBOL ! _

Tin concentrates & 438 57 4991 50 85.5 57 ' 83.7 60

Copper concentrates 1 681 37 "1 673 o0 3.2 97, 3.5 00

Tead concentrates 10 058 54 .8 896 56 11.5 64 8.1 56

Zinc concentrates 29 528 55 25 27T 55 2%, 4 55, - 20.0 55

Silver (complex 152 83 143 81 48.8 84, ©97.1 82 f

Other - - — - 14.1 — 22,4 -

SUB-TOTAL —_— - - - 196.6 33 1 234.8 - 37
B. BANIY -

Tin concentrzies 2 944 25 .2 235 27 43.4 26 38.3 -27

Lead concentrates 2 442 15 -3 385 21 . 2.7 15 3.0 21

7Zinc concentrates 4 537 8 .1 223 3 3,5 ) 0.9 2

Silver {(complax) 14 8 ' 2¢ L1 4.3 7 12.8 11

Antimony {concentrates) 1 831 14 -1 865 22 2.8 13 3,2 22

Other - -~ - - 4o = 6.3. -

5UB=TOTLL - - - - 51.5 10 54.5 10
C. VALUE & + B - - —_ _— 258,1 43 ©299.3 47

Sovrce: Prevared from fijwres provided by the Bolivien Ministry of Mining and Hetallizrgye ‘

a/ % of total national exports.

- BT -
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| TABLE 18
BOLIVIA: EVOLUTION -OF-NATIONAT PRODUCTION OP-MINERAD CONCENTRATES
(metric tons) ‘
- i ' N I
CONCENTRATES p 1976 | 1977 1198 | 1919 | gm0 | o9m1
Tin 130 315 |33 740 .iso_eas, 27.648 |27 271 [ 29 800
Silver 169 181 | 195 1?9_€ 190 205
Load 19 200 |18 397 |18 039 |15 359 17 225 |19 756
Copper 5101 | 3191 | 27853 | 1797 | 1884 | 2 637
Bismuith’ 612 651 i 307 10 o | 10
Antimony 117015 116 340 _113_ 536 113 019 115 465 |15 296
Wol fram’ 3132 | 3065 | 30735 | 3114 | 3359 | 3 448
Zine 53 014 |63 508 |59 619 |44 141 |50 260 | 47 028

1

1
i

Source: Bolivian Ministry of Mining and Metallurgy.
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TABLE 19

- BOLIVIA: EVOLUTION. OF NATIONAL METAL PRODUCTION

(thousand metric tons)

Year
1976 | 1977 | 1978, | 1979 | 1980 | 1981
. Pin metal 9 790 112 936 |16 184 |14 950 |17 106 {18 730 .-
 Alloys 310 346 76 746 542 | 1 206
Powder 675 964 29 - 111 .69, . .
Antinony 1876 | 2345 | 1913 | 2561 | 4249 | 4487
Trioxides 756 1 302 | 1017 880 704 628
Alloys 50 - 1 262 - 0.2 721
Bismuth metal 398 586’ 292 64 a1 -

Voo

Saﬁrce.:m _--Bélivia.n Ministry of erilngand Met_:allu:c.gy.




- 22 .

TABLE 20

BOLIVIA: EVOLUTION OF MINERAL AND METALLURGICAL EXPORTS BY VOLUME
(metric tons)

Year
+ 1976 | 1977....1978 1979 1980 ] . 1961

| Tin concentrates 2 43#’ 18 413 [13817 {11304 | 8312 | 5522
Tin metal 9 867 |12 679 |17 562 | 16 0m |15 021 | 15 ;15
Wol fran 5018 | 2800 | 2851 | 2646 | 3435| 3097

: Anﬁimony-éoncentrates15 662 |12 390 | 8136 | 13 266 | 7386 | 11173
Antimony motal 1744 | 143 | 3516 | 3370 | 5237} 6 586
Zinc L49 206 {61 3% |51 621 | 53 925; 46 236 | 44 680
Lead 18 581 [19 878 |16 482 | 15 633 {15 936 [ 15 612
Silver 176 209j [ 197 181 176 | 203

| Copper - 4 680 ‘5.11331..2M989. L1739 1.1675) 2544

Source: Bolivian Miunistry of Mining and Metallurgy.
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TABLE 21

BOLIVIA: EVOLUTION OF MINERAL EXPORTS BY VALUE

(thousand $US)

Year
Mineral
1976 1977. 1978 1979 1980 1981
Tin concentrates 153 845 . 192 864 | 172 702 | 167 563 | 139 349 | 77 199
Tin metal 74 251 | 135 950 | 200 977 | 228 o4 | 238 798 | 254 459
Wolfran 34 844 | 45130 | 39470 | 35147 | 473690 | 42 954
Antimony concentrates 27 203 14 7%4 10 641 - 21 1770 14;599? 20 177
Antimeony metal -4 189 3 299 5 976 7 806 :11i8333 14 128
Zine 39 138 | 44 745 31 362 42_656_ 36 679 | 40 422
Lead 843 | 12398 10685 | 17991 | 14450 | 11 459
Silver 24 325 | 30808 | 33764 | 58 267 18 328" 71 693
Copper 6 520 4 099 3 968 3 296 5-535: 4 402
Bismuth 3 6974L7 5 168 636 287 2 670 89
Scurce: Bolivian Ministry of Mining and Metallurgy.
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BRiZIL: EVOLUTION CF THR COPPER HARKET

(thousand metric *tons)

1970 | 1971 | 1972 | 1975 | 1974 | 1975 | 1976 | 1977 | 1978. | 1979 -~

PRODUCTION: TOTAL 33 A 3 31 4051 456 T 535 33 3] 39 5] 459 45-;Ot 55 1 ' 53 0
PRIMARY L6 ool asl oael as| 1l - | |~ | i ’

SECO'DTDARYE‘/ 25 3 21 2 25 7 42 5 510{ 320} 393 -;‘; 455 | 45'__';052 | 5‘;"i1 '65 .

DIPORTS TOTAL Lses | eal %5l ooy {sea]asoa] 152 o) wsses | 1002 | 105 | ar41

S 01 b o3) - 1 o | 46| o2 o3| o7| 1 L 2R/ 5y

BAEORES 10 oel 22| 19| 135 osl o3| 13 53 [ 69 4 4

[ZPARET COUSUETIONY %5 [1076] 1246 |1405 [1875| 162 6] 190 3| 229 3| 1990 | as9s | 20

Source; CONSIDER

2/ Including metal obtained from imported screp. _
E/ Scrap for secondary production: 1973 = 900 metric tons; 1979 = 1.4 metric tons,

5/ Irimary production + secondary production + total imports - imports of serap for secondary groductidn ~ exports,
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BRAZIL: FORECAST OF SUPPLY AND DEMAND FOR COPPER METAL
(Thousand metric tons)

19812/ 1982 1933 1934 1935 1986 1987 1988 1989 1590

OMESTI: DEMAND- - 188 233 260 .290 3201 330 385 425 475 525

>30DUCTION . 4 10 | A0 20 ) 2% 4 2 | 22 0 42 | £20 ) A
Primary - 45 150 150 150 150 210 200 7300 300 ”

Carafba - 45 150 150 150 150 150 150 150 150

Elums. - - - - - - 60 150 . 150 150
Secondary 45 55 60 70 80 85 95 105 | 120 130

EXPORTS 12 24 - - - - - - - -
DIFFERENCE {DOMESTIC | .

DRLUD - IMPORTS) 156 157 50 70 90 115 g0 20 55 85

Sources: OCOESIDER and own estimates,

E/ : Pr‘eli'miné.ry .

- ga_



TABLE 24
BRAZIL: FORECAST OF SUPPLY AND DEMAND FOR COFPER CONCENTRATES

(Thousand metric tons metal content)

1981 | 1982} 1983| 1984 [ 1985| 1986 | 1987 | 1988 { 1989 | 1990

DEMAND (for primary production of copper) - 451 150 150 150 150 210 300 300 300
‘PRODUCTION 20 41} 12y 12 17| 117} 117 261 | 267 { 267
Carafba 20 S351-.. .60 &0 - 60 60 €0 &} & - .60
 Cemaqui - 12 12 12 12 12 12 12 12 12
Surubim - - - - 6 6 6 6 6 6
Pedra Verde - - - - 4 4 4 4 4 4
Mara Rosa - - - - 35 35 35 35 35 35
Carajds - - - - - - - 150 | 150 | 150
DIFFERENCE (PRODUCTION - DEMAND) 20 2| =718 -718| -33y -33} -93}| -33| =33 | -33

Source: DNPM, Caralba Metais and own estimates based on

information updated to January 1982,

—-98 P
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BRAZIL: EVCIUTION OF THE IEAD MARKLT

(Thousand metric tons)

ol agre |oagTa {71972 | 1973 [ 1974 TOTY 1976 1 19771 1978 19791 1930 [ 1981

 TOPAL PRODUCTION 35,5 | 457 | 47.0 | 8.5 e2.8 | 62.7 | 62| T7u3 89,4j 0.2 849 §§g§
Prizary 19.5 | 25.7 | 25.0 | 345| 4L.7 | 37.5 | 43.7 | 48.3] 47.2] 55.1| 44.5 54.7.
Secondary &/ 16,0 20.0% 22,0 | 24.0] 211 25.2 | 25.5| 29.0{ 33,3 | 43.0{ 40.4 51.1
DipoRTS R

. Total 14| 8.3 8.5 22.7) 273 | 167 ] 9.2 14.9] o8| 2T 14| 2.0
, 0.6 0.4l 2.4] €9 3.41- - = 21| 1.4 1.8

EXPORTS - - - - - - | o] 22| oux
APPARENT CONSWMPTION 3/ | 36.9 | 53.4 | 55.1 | 78.8| 8%2| 76.0 | 78.4 | 92.2| 81.2. 98.5| 841 65.6

Source: CONSIDER.

' "2/ Including metal obtained from imported scrap.

Q/ Primary production + secondary production + total imports - imports of scrap for secondary

production - exports.

- La -
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BRAZIL: TFORESCAST OF SUPPLY AND DEMAND FOR IEAD METAL

(Thousand metric tons)

1981 | 1982 | 1983 | 1984 { 1985] 1986 | 1987 | 1988 | 1989 | 1990
DOMESTTC DEMAND ¢6 | 10| 1| 88| 93| 00| 208 17| 226 | 136
PRODUCTION |
Prinary 50 ;0| = @] a4 al a4l 4 o] a
COBRAC 20 { 15 20| 23| 23| 23f 23t 23| 23| 23
PLUMBUN 151 15| 18| 18| 18| 18| 18| 18| 1B 18
Secondary 3% 1 42 | 48 35 &£ 54 15 15 15
TOTAL 66 | 61| ‘so| s8] 96f 1| 205| 116 116 | 116
DIFFERENCE (PRODUCTION - DOMESTIC DEMAD) | - 3 2 3 3 1] -3 1) <10 | w20

Source: CONSIDER, ICZ and own estimates.

5/ To e covered from accumulated inventories,

_83—



. T&BLE 27

BRAZIL: FOEECAST OF SUPPLY AND DEMAWD FOR ZINC METAL

(Thousand metric tonnes)

S 1981 . } 1982 ] 1983, } 19841 1985 1 1986 | 1987 - ; .1988 7'1989 . 1990

DOMESTIC DEMAND - 127 | 134t 150 165 | asolisrl 241 23z | gs4 | 216
PRODUCTICH ] 11 | 120 | 125 142 1751 197 199 201 203 206
Primary 92 | 105 | 107 i 122 | szl oazed izt o1zl o1 | 12
f CIMM 55 65 65 | 65 &5 80 100 100 100 100 |
ngd ] 9 | 10 12 12 4 12 12 | 12 12 12 12

HE E i

Peraituna 4 2w 31 30! 41 e 6| o] o] o] &
Secondary - o194 1y 1.4 24 2} 5| 2| 24§ | 34
DITFERENCE (PROPUCTION - % -16¥§ -i4 1 5 b 23 AP RN R R B _70

| DOMESTIC TEMAND) n A T o Tty 7 !

Source: CONSIBER, ICZ and own estimates.

é/ The contraction ofithe domestlc ﬁarket 1n 1981 vias “eflected in exports of anproxlmately
12 CO0 metric tonnes. :



TABLE 28

BRAZIL: EVOLUTICN OF TEE ZINC MARKET

(Thousand metric fonnes)

1970 | 1971 | 1972 | 1973 | 1974 | 1975 | 1976 | 1977 | 1978 | 1979 | 1980
TOTAL PRODUCTION | 12.5 | 16.2 | 19.9 | 27.3 ! 35.5 | 39.4 | 52.8 . 55.8 | 68.3 | 78.8 " 96.0
Primaty 9.1 | 12,5 | 16.2 | 22.3 | 30,5 | 51,4 B2 ! s | o561 65.5 ¢ 78.3
Secondary 3.4 1 3.7 3.7 5.0 i 5.0 8.0 i 9.6 8.5 i 12.2 | 15.3 17.7
X 1 f . | i :
TOTAL IMPORTS 44.0 50.7 54.3 T7.9 63.8 l 50.7 { 54.2 58.6 : 67.5 i 60,2 b 59.7
EXPORTS - |- 1.7 - - jo1 v oa ! o1 !l 01, 0.2 0.3
RN 7 % i
ﬁﬁ{}émmmy 56.6 66.9 T35 105.2 | 99.3 90.0 1106.9 114.0 \135.7 ‘!138.8 155.4

Source: CONSIDER
g/ Primary production + secondary production + total imports - exports
TABLE 29

BRAZIL: EVOLUTICN OF THE TIN MARKET
(Thousand metric tornes)

| 197 (1970 | 1972 11973 1974 | 1975 | 1976 | 1977 1970 (1979 | 1980 | 1981 |
! PRIMARY PRODUCTION | 3.6 2,2 |. 2.5 | 38 ; 6.2 f__g;g f 6.4 7.4 i 9.3 110.1 | 8.8 | 7.6
f EXPORTS 1,1 1.1 1.4 1.2 2,7 .5 i 1.8 2.6 f 4% 1 47 3.8 4.9
§ IPPARENT | f i S

! CONSTMPTTION 2.5 1 1.1 1.1 2.6 ! 2.5 3.1 ] 4.6 4.8 5.0 S.4 5.0 ! 2.7

Source: CONSIDER

E/ Prirary produciion - exports.

..a.og.,
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PABLE 30

BRAZIL: EXPORTS: OF UNWRCUGHT TIN.BY ENTERPRISES

(thousand dollars)

1960 % 19m ! %
Private enterprisges !
Mamore Mineracao Metal 8 613 19 - i -
Cfa. Estanifers Brasil 10 636 23 . 6 569 ! 56
Cfa. Ind, Fluminenge 736 1 49 -
Mineracao Taboca 1 312 % - -
Soc. Bras. Metais Ltda. 1 864 ' 4 | 496 4
Rhodia Exp. Im.p.. S.A. 7 110 ’1‘64 1106 10
Monsa Com. Ind. Ltda, 969 2 | 1 649 14
Best. Metais Soldas 1 248 3 | ‘l— -
Mequinmbras Metal 77 ~ - -
Metal EMESA J 163 - - -
Sub=Total H 32 828 : ,3_1_. . 5&369_ 84
State enterprises
COBEC ‘ 6 716 15 Co- -
INTERBRAS 6 403 14 1 932 16
Sub-Total 13119 59 I L1932 | 16
NATIONAL TOTAL 45 947 100 11 801 100

Source: CACEX, Banco do Brazil

g/ January-June .,
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TABLE 31

BRAZIL: DESTINATION OF EXPORTS OF UNWROUGHT 'TIN

" '.(percentages)

Enterprisge/market
-4y~ STATE ENTERPRISES .

CCBEC

" United States
Switzerland

. Interbras

Argentina
United States
Netherlands

B. PRIVATE ENIERPRISES

Argentiné

‘Chile

Uruguay

Colombia

Venezuela _

. Sub-total, Latin America
United States
Western Europe

Afrioca

Source? CACEX figures, Banco do Brazil

3 580

.100,0 -

'73'0'
21.0
100.0
10.0
86,0
4.0

"100,0

" 15.0

0.5
1.1
0.7
4.0
21.3
75.3
FR e
0.7
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TABLE 32

VALUE OF INTERNATIONAL OPERATIONS OF THE COMPANTA
ESTANIFERA DEL BRASIL IN 1980

(thousand dollars)

“ .

Fxports Value National exports
Y Unwrought tin 10 636 23%
Tin bare and sections 683 100%
{ © Tubes and other bars 10 788 - 66%

Source: CACEX figures Banco do Brazil.
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TABLE 33

CHILE: STRUCTURE OF COPPER PRODUCTION

{thousand metrle tonnes and %)

Year | Refined % : Blister | % 'gzgcgﬁg’abes % Total |
1975 | 5%5.2 | 65 | 189.2 | 23 | 1059 |12 | 828.3
1976° | 632.0 | 63 | 224.3 | 22 | 1489 |15 | 1005.2
1977 |. 676.0 64 212.4 20 167.8 | 16} 105.2
1978 | 749.1 72 178.3 17 108.1 11 | 1035.5
1979 | 781.8 73 167.8 16 113.4" 11 |1 061.0
1980° | 810.7 | 76 142.4 | 13 | 114.6 11,11 067.7
1981..’ 775.6 ..l 72 .. 178.3. 16 . 126.9 i 12 3 1 080.8

Source: Chilean Copper Commission: Copper statistics, April 1982,

TABLE 34

CHILE: EXPORTABLE SUPPLY OF REFINED COPPER

{thcousand metric tonnes and %)

T -
Year Pro?:ition | Cons?ggtion Ex?ggts R;iio
1975 535.2 26.8 508.4 5
1976 632.0 46.3 585.7 T
1977 676.0 48.4 i 627.6 7
1978 749.1 51.6 697.5 T
1979 179.5 49.1 i 730.4 6
1980 795.8 j 42.9 | 752.9 5

Source: Pigures from the Chilean Copper Commission Fieworia Anual, 1980,



TABLE 35

CHILE: DISTRIBUTION OF COPPER PRODUCTION

A
)

Year = |" State enterprises Qn;’::gifzes y en::ﬁ;:;,::s

1977 92 3 5
L 92 3 5

1979 94 2 4

1980 94 3 3

1981 92 4 4

Source: Figures from the Chilean Copper Commission.
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TABIE 36
CHIIE: VALUE OF EXPMRTS OF‘QOPPER AND RELATED FRODUCTS
(miilionaﬂjﬁ:r
Molibdenum Other relateld
Gopper _concentrates producte | Total
1977 1 169,2 o 8T.6 23.}‘ 1.250.1
1978 1 224.4 83,2 - 36.4 1 334.Q
1979 1 900.5 210.9 68,2 2 179.6
1980 2 152,5 129,2 140.8 2 422.6
1981 | 1 715.5. 126.3 J 98,4 1.938.2
Source: Chilean Copper Commission,
TABIE 37
CHiLE: MAJOR -COPPIR INVESTMENT FROJECTS
(thousand &)
. Investment Investment Over-all
Deposit Investor in 1979 in 1980 total
Quebrada Blanca TFalconbridge 5 293 6 224 16 351
Disputada Baxoxon 65 500 T0 510 331 000
Pelambres Anaconda 21 540 12 416 3% 956
El Indio St. Joe 24 066 125 217 160 000
Total i 116 399 214 467 541 307

Source:

Chilean Copper Commission,




(1)

12)

(1)

’8)
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TABIE 38
FERU: . COPPER MINING IWDICATXRS

Evolution of production {thousand metric tonnes)

1950 1960 1970
30 182 220
Distribution of production (b volume of production)
Scale of production o © 1970
Large-scale mining 74,0
Medium-scale mining 23.0
Small-scale mining 3.0
Distribution by type of ownership (% volume of production)
Type of enterprise 1968
Public C —
Foreign a7
National private enterprise = 13

Sfructure of copper production (% volume of production)

Products 1960 1970
Refined 16 16
Blister T4 64
Concentrates and ores 10 20

Domestic copper consumption (% volume of production)

1919
397

157¢
89.4
10.1

0.5

1978
15
78

219
51
44

121

7.1
012
212

835
309

Traders

1968 1975

1.6 6.3
Share of copper exports in total mineral exports (%)

1950 1960 1970
25 49 60

Evolution of copper exportis (1963 = 100)
Indices of: 1969 1971 1975
Value 304 201 178
Volume 123 120 93
Price 247 160 192
Form of access to the world market (% value of exports in 1980)
Product Congswners
Concentrates 87
Blister 96

Refined copper 58
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(9) Destination of copper exports (5)
Market Concentrates Blister Refined copper

igrs 1978 1976 1918 195 1918
ALAIC - . A - - 2 15
Western Europe 5 7 10 54 20 22 33
Socialist cbuntries 49 23 - 8 “26 5.
North America 20 il - 35 z._ }_Q |
United States 20 6 - 35 30 30
Asia ' 16 52 46 37 - 17
Japan 6 52 46 37 - 17
Total 100 100 100, 100 100 100
(10) Share of .copper in Peruvian exports {75) . . o -
ot o 919 o
23 02 20 16

Source: F, Sanchez Albavera, Minerfa, Capital Transnacional y Poder en el Peru
{DESCO, 1981). . . -
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TABLE 39

MEXICO: VOLUME OF PRODUCTION OF PRECIOUS METALS AND
NON~FERROUS MINERALS

» Relationship
1980 1981 1981/1980
(%)
Gold (Kg) 6 096 6 319 3.7
Silver (Kg) 1 472 557 1 654 829 12.4
Lead (metric tons) 145 549 157 3%4 - 8a
Copper (matric tons) . 175 399 230 466 N 31.4
Zine (metric tons) 238 231 211 629 -11.2
Tin (metric tons) - 60 28 -53.3
Antimony  (metric tons) 2 176 1800 ~17.3
Bismuth . (metric tons) 170 656 _ 14.8
Cadminm (metric tons) 1791 1 433 : -20.0,
Tungsten - (metric tons) 266 159 : -25.2
Molybdenum ‘(metric tohs) S T4 ] 451 - 509.5

Source: Secretaria de Patrimonio y Fomento Industrial.



PERU: EVOLUTION OF MINERAL PRODUCTION BY SIZE OF PRODUCTION UNIT

- 40

TABLE 40

A. Cdpper (thousand metric tons)

 Large~-scale mining (%)
- Medium-scale mining (%)

Small-scale mining (%)

Lead (thousand metric tons)
Large«scale mining (%)-
Medium-scale mining (%)
Smallescale mining (%)

zinc (thousand metric tons)
Larga-scale mininz (%)
Medium-scale mining (%)
Small-scale mining (%) -

Source ; Miﬁiéﬂry of Enérgy'and Mineé.

-1968 ! 1970 | 1975 | 1977~ | 1979
211 | 226 175 336 397
79 14 71 87 89.4
18 23 27 12.6° 10.1 |
3 3 2 0.4 0.5
163 164 168 178 184
32 - 31 32 36 36
61 65 67 t 62 58
7 4 1} 2 6
539 360 433 A1 4350
41 42 42 . 42 41
57 o7 57 -f 57 56
2 - 1 O IS ¥ 3




PERU: STRUCTURE OF PRODUCTION OF MAJOR MINERALS

(% volume of production)

TABLE 41

Copper

{a} Refined

{b) Blister

(c) Cencentrates and ores
Lead

(a} Refined

{b) Concentrates and ores
Zinc

{(a) Refined

(b) Concentrates and ores
Silver

(a) Refined

{(t) Unrefined

1950 B J__ 1970 J
100 | 10 | w00 100
6% 16 : T i
8 (L
2% 10 20 %
100 100 100 100
52 56 46 49 -
48 44 54 51
100 100 100 100
2 21 24 16
98 79 76 84 |
100 100 100 100
46 A1 43 57
54 L 59 | 57 43

- Source: Figures from the Ministry of Energy and Mines.



TABLE 42

¥ZRU: SHARE OF MINERAL EXPORTS IN TOTAL VAIUE OF SXPORTS

5 b amiomar MINERAL | SRl O TAILIALS ﬁ

: ‘ i  EXPORTS . | . EXPORT T Ty ;;

R SR J_q..pgl,.w e T
I T 0 a
1960 | 144 160 i
19D , 1. 034 462 L4 ;
1re 9N 747 : o i
1519 5 467 1397 40

Sources Banco Central de Reserva

-8/ Including only copper, lead, silver, zinc and ironm,

_ TABIE 43

PERU: ~ SHAXY OF MAJOR PRODUCTS IN TOTAL VALUE OF MINERAL EXPORTS

(%)
1950 | 1960 "1970 U 1979

Copper 25 49 60 45
Silver 20 13 6 29
Lead 30 12 8 9
Zine 25 9 10 11
Iron - ‘ 17 I 16 6

Source'y Bance Central de Reserva





