
By Ralph Keeler 

THE MINING COMP ANY 
(Continued) 

Probably the most important step in 
the organization of a mining enterprise, 
so far as the mining investor is concern
ed, is its "promotion''. The general pu
blic seldom hears of a mining project in 
the first place until it is in the organiza
tion stage. Until the owners or opera
tors of a group of claims on which val
uable minerals have been found come to 
the stage of needing further funds, they 
are usually very close-mouthed about 
their discovery-from that point on, 
however, they are ordinarily quite op
timistic. Again, after funds have been 
raised to carry on mining and milling, 
the public hears but few details of opera
tion. As a rule, operators are reluct
ant to discuss the statistics of their 
plants. Sometimes the results are not 
up to previous estimates, and the miners 
are not anxious to air their troubles. In 
other cases, the profits may be far in ex
cess of those anticipated, and the opera
tors may wish to buy more of the stock 
before the general public knows of their 
good fortune. Whatever the rea
sons may be, it is true the world over 
that almost invariably the only time the 
investing public is interested in detailed 

information about a mining project is 
during its promotion. The lavman is 
seldom familiar with the many technical 
details of mining, nor is there any rea
son why he should be. 

Mining promotion is the act of organ
izing a mining company, raising money 
for a mining project, and in general set
ting the stage for a mining operation. 
Mining promotion is an essential and 
entirely legitimate part of the organ
ization of a company, but, as in any
thing else, only when it is carried 
out honorably and for the purpose of 
financing the undertaking, and not for 
the purpose of lining the promoter's 
pockets with the money of gullible in
vestors. Unfortunately it has been 
comparatively easy for unscrupulous 
promoters in the past to take advantage 
of the general ignorance of the public 
as far as mining was concerned. to raise 
money on imaginary veins and ore bo
dies, and often through the sale of stock 
in companies which existed in his ima
gination alone. Every gold . rush and 
mining stock boom that the world has 
ever experienced has provided a field 

[The first of this series appeared in the April Magazine] 
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for the activities of such men, and the 
aftermath of every such boom has found 
scores of victims with handsomely-en
graved stock certificates to remind 
them that all is not gold that glitters in 
the imagination of smooth-tongued 
stock salesmen. 

It is, of course, utterly impossible to 
protect an investor against his own lack 
of common sense. During the hysteria 
of a stock boom, such as that from which 
the Philippines is now recovering, most 
of the public, including businessmen 
with ye.a.rs of experience in successful 
management of their own affairs, throw 
their hard-won knowledge away and are 
often more gullible than those with lit
tle or no experience in finance. 

There are, however, several danger 
signs about which the potential investor 
in mining stocks should be warned. 
These are: the extravagant use of 'big 
names'; extravagant promises of 
wealth; new and unusual metallurgical 
or mining schemes ; the old gag of the 
mine that was abandoned years ago but 
has since been found of fabulous value 
and has been bought from the un-know
ing owners ; the use of the names of es
tablished companies to inf er - similar 
richness. The payment of high salaries 
and fees to promoters at the very start 
of the organization of a company is in 
itself an indication that most of the 
funds collected will never get beyond the 
promoters' pockets. The reputations of 
the promoters and engineers should be 
good-while it is not necessarily true 
that "once a thief always a thief" it is 
not usually wise to trust your money to 
a person who has abused such confi
dence before. 

Almost every kind of chicanery known 
was practised during the stock promo~·· 
tion boom in the Philippines. Many 
honest and otherwise intelligent men 
permitted the use of their names in the 
floating of phoney mining companies; 
the names of many others were used 
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without the consent or knowledge of 
their owners. One company went so far 
as to feature a full-length picture of 
President Manuel L. Quezon in a whole
page advertisement in the Manila pa
pers, insinuating that the project had his 
endorsement. Needless to say, the news
papers, and the company itself heard 
from Malacafian ;before the ink on the 
advertisement was hardly dry-and 
the offense was not repeated. Some 25 
or 30, if not more members of the Na
tional Assembly became directors of va
rious · mining companies, and their 
names were used in sales talks. For a 
while a new mining company without 
at least half a dozen assemblymen on 
its directorate was a novelty. One pro
minent and ambitious assemblyman 
engaged in mine promotion on his own 
account, and did right well in selling 
stock in some half dozen companies
all of which are now defunct. Politics 
and mining seldom mix-not more than 
two or three of the "mining" assembly
men are now connected with successful 
mining enterprises. The name of a for
mer governor general of the Philippines 
was much used during this period, and 
it is reported he went to a near-by south
ern country to promote a Philippine 
mining company. 

One group of companies was formed 
to exploit property in an area where gold 
had never been found, and on which 
several prominent engineers had al
ready made adverse reports. In spite 
of the fact that among the original 
organizers of this group were two ex
convicts, and that nowhere in the world 
had gold been found in similar forma
tions, several hundred thousand pesos 

. were invested in the companies by lead
ing Manila businessmen. The consult
ing engineer, a man whose record was 
one of incompetence almost to the point 
of a criminal negligence, drew nearly 
P3,000 a month for a year-it is not to 
be wondered that his reports were al-
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ways most encouraging! Finally, when 
an honest engineer was engaged to build 
a mill, the truth of the matter, became 
known. At once the promoters explain
ed the lack of values in the assays by 
saying that the gold was different from 
most gold in that it could not be recover
ed by ordinary assaying! It might be 
well to note here that if the assayer 
can't find gold in the sample, there is 
but little chance of its being found by 
any other method. 

Of the several hundred companies 
formed from 1934 to 1936 in Manila, 
some 75 used the word term "Gold," in 
one form or other. Many of them in
corporated the words Benguet, Balatoc, 
ltogon, Paracale, Masbate, another 
names significant in the legitimate 
mining industry of the Philippines. 

One company appealled to the public 
with the argument that all of the school 
teachers were subscribing, and that 
consequently the company was bound to 
succeed. "ANNOUNCING the Com
pany ... Where most School Teachers 
are Investing. . . Invest your PE.SO in 
the WAY the teachers do." The ad
vertisements of this firm read. "The 
existence of veins of minable value, the 
high altitude of the vein regions. the 
abundance of durable timbers, and the 
presence of sufficient water supply will 
make the mine productive if well ex
plored in the most modern and scientific 
way," was the recommendation of the 
engineer. 

Another company broke into the 
limelight with full-page advertisements 
in all the papers stating that a licensed 
mining engineer had examined the pro
perty and had reported that it contained 
3,500,000 measurable tons of man
ganese, and that this report had been 
confirmed by three other engineers. 
The whole world uses but little more 
than that amount of manganese ore a 
year, so such a mine would indeed be 
worthy of investment. Unfortunately, 
the estimators were too free with their 
zeros, since the mine in question hasn't 
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produced enough ore to date to make 
up a single shipload-and isn't at all 
likely to in the future. The same com
pany announced the discovery of more 
than a million tons of copper ore, simi
lar amounts of asbestos and chromite
and with the same results. 

The prospectus of another of the 
"prickly-heat" companies (as one en
gineer from the Western American 
camps termed them) had this naive 
announcement: "To Whom It May 
Concern : Since my childhood, it has 
always been my dream to do something 
to help others in any way I can. In 
joining the Mining Association, I 
had in mind two things, ~mely :-my 
boyhood dream to help, and-the pro
mise of the mining venture as 
evidence by the records herein presented 
for the consideration of the public. In 
inviting you to be a member of the---
Mining Association it is my honest be
lief that someday. we may be compen
sated for our sacrifice," signed by a pro
minent politician. Needless to say, his 
boyhood dream is still just a dream. 

The well-earned reputation of one of 
the leading American mining colleges 
was capitalized upon by one of its am
bitious but not over-scrupulous alumni. 
Soon after the boom started he sent back 
to the States and engaged seven grad
uates from his alma mater, and formed 
a company. Making enthusiastic use 
of their degrees, he promoted a dozen 01· 
more companies, with his own group 
as managers. On each of them the re
port was essentially the same: "The 
mineralization was always good. the 
water and timber supply was excellent, 
and further exploration was recom
mended." This was continued until the 
cash ran out. Most of these engineers 
rebelled as soon as they discovered the 

_set-up, and resigned-some of them, in 
-spite of contracts, being forced to pay 
their own transportation home. 

One enterprising chap in Manila sud
denly announced through the oress 
that he was fully equipped with divin
ing rods of various types, and that he 
was prepared to locate anything from 
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water pipes and buried treasure to gold, 
silver and miscellaneous metals under
ground. He had a beautiful set of 
aluminum divining rods, with shining 
mahogany handles. One rod was pecu
liarly suited for locating water, another 
couldn't miss on gold, and so on. He 
actually sold his services to several of 
the newer mining magnates, it was re
ported, although there is no record of any 
startling discovery. 

Doz.ens of other examples could be 
given. Sharpers were able to succeed 
for a brief period in Manila because the 
general public had never gone through 
the trials and tribulations of a mining 
stock boom, and, in addition, were al
most one hundred per cent uninformed 
of even the bare principles of mining. 

In spite of the illegitimate companies, 
and of the failure of many enterprises 
honestly organized and fairly managed, 
the percentage of successes in the Phil
ippines was as big as in mining booms 
in other sections of the world. At the 
end of 1936 there were 20 gold produc
ers in the Philippines, with a monthly 

output slightly under P4,000,000. At 
the end of 1938 there will be more than 
30 plants in operation, with a monthly 
output not much under P6,000~000. The 
mining industry advanced steadily dur
ing the hectic boom days, and today i3 
on a sound basis. 

How can the investor tell a legitimate 
promotion when he seen one? If the en
gineers who have reported on the prop
erty have had years of experience and 
if they have a good reputation; if the 
predictions for the property are reason
ahle-that is to say optimistic but not 
wildly so; if the management of the 
company is in the hands of men experi
enced in th~ various technical details 
of mining; if the plan of action is con
servative and reasonable; if the known 
or indicated ore reserves, as checked by 
more than one reliable engineer, are 
sufficient to indicate a reasonable re
turn on the investment, then it is safe 
to assume that the promotion is on the 
up-and-up. 

(To be continued) 

SAN MAURICIO SUPERINTENDENT LEAVES ON VACATION 

H. L. Barr, general sup~rintendent of 
the San Mauricio Mining Company, 
left Manila on the TAI YIN with Mrs. 
Barr for a vacation trip to the United 
States. He plans to visit his home in 
Missouri as well as various other parts 
of the United States. Mr. Barr has 
been in charge of work at San Mauri
cio since the company first started ·
operations in 1934. 

During his absence in the States, T. 
L. White will be acting general super
intendent. 

The appointment of R. H. Canon as 
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assistant division manager of the south
ern division of Marsman & Company, 
in addition to his regular duties as gen
eral superintendent d the United Pa
racale Mining Company, has been con
firmed. D. L. Gardner has been trans
ferred from Paracale to l\fambulao as 
geologist and chief engineer of the San 
Mauricio Mining Company. 

Upon his retu:rn this month from va
cation J. E. Fyfe will handle similar du
ties for the United Paracale Mining 
Company in addition to his work as di
vision "Bngineer for the southern divi
sion. 
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