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Buginess is booming in North “ornec. The area is not a breeding place for Commnism
because everyone is working and making wore meney than ever before. As long as

this conbinues, Communism will not take hold. North Borneo has a surplus of
exportable merchandise, especially wimber and rubber. As a result, shipping

to Borneo has increased three to four times. Jardine Mathesom & Go., Ltd. has set up
new runs and put on additional ships to handle the Hong Xong-Dorneo and Jupan-—
Borneo trade. Although the busy poris of labuan and Jesselbton are engaged in

legal traffie,t great deal of smuggling ocours from Sandakan and Tawau. Gonds
smugeled from these ports are taken to the South Piiliopines, particularly Zam~
boanga, and to the Celebes. Tawau is considered a smusglers! paradise., It ia

a small place, supposedly under strict British control, because of the huge revenue
they receive froem the copra brough back into North Dornec. Tais cepra is repacked,
leaving the island as a Borneo product; hence, it is dutiable. The Uritish are esti-
nated to receive approxirately § 200,000 per month from this duty.

A1 fishing boats in the area are engaged in snuggling. dmall ships come into port
and take on bicycles, dry cell hatteries, cigarettes, cloth, radios, and radio parts.
lFost of them leave by night. They go either to the Celebes or 4o Zapboanga,

where they unload, bringing back copra znd sugar in return for the merchandise
delivered. There is also a substaatial barter trade between Duteh Zornso and

Tawau; the items involved amenct known. Nor is it known whether strategic malerizls,
sueh as gas, oll, arus, and the like are spuggled.

A brisk trade is also going on in firewcod. It is shi; ped in srall sampans or

Junks from Labuan snd Sandakan to Hong Yeong, where this fuel is in short FUPPLY -
There is no check on coastal ships, smailer Junks, and sanpans striect enough to detepr-
mine if they are reverting to Thina. lost ships come f.o Indoresia and Borneo on a
charter basis, since this is the only way they can take out complete losds.

Two large Chinese firms in Tawaw, Tek Guan Company and Nam Fong shing Company,
ship at least two thousand cases of cigareties @ssh per ponth, These cigareties,
labeled Herald cigarettes, ars mamufactured in the United States by Kartin
Drothers and sold to the Chinese Lirme through tiong Kory oy Singapors by the
Stephano Brothers, a New York {irm. The Chinese company in Singapore handling
these cigarsttes iz Hong Hoa Itd.. M. 1 Church Street. The companies in Sorneo
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ingist that the cigarettes do nobt besr the marking, "For Export Oniy". These
firms prefer Camol cigeretbes, which are more in demand, bubt they seitle for the
Herald brand because they are cheaper and easily secured.

Travel in North Bornec is very much restricted. There are few roads and it is
necegsary to take a boat or a plare to move around the country. The whole of
North Borneo has only about 300 miles of roads.

Angkatan Darat Republik Indonesia (ADRI) security action in the Bandjermasin area
during June 1951 preduced less favorable results than expected. The only notice-
able improvement in security is in the larger towns.

Rubber prices declined from rphs. 750 per 100 kgs. at the beginning of Aprdl to
rphs. 450 at the end of June 1951, During the same period rice prices fall from
tpha. 500 te rphs. 300 per 100 kgs. Because of insecure conditions in the
interior, rubber production was limited. Many rubber workers went over to rice
and guttapercha production, which yielded greater profits.
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