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The topic far this excrcise was suggested by Mr. Yip
Yat Hoong of the Department of Economics, University of Malaya.

The purpose of this study is to give a survey of the
sources and nature of credit supply of the Chinese tin miners in
this country from the earliest days to the present period. This
is done in five chapters. Chazpter 1 examines the early Chinese
tin mining operations and the early sources of credit supply.
Chapter II traces the changes in the early system of loan supply.
In Chapter III, the capital reguirements of Chinese mines today
ere examined. It is hoped that this chapter will provide the
background in understanding the importance of credit in the Chinese
tin industry today. Chapter IV examines the credit facilities
and sources of supply available to the Chinese tin miners today.
Chapter V is the conclusion.

This paper is limited cnly to a study of the Chinese tin
industry. It excludes the Eurcopean miners an important part of
the tin industry in this country.

Material for this paper was obtained chiefly through
interviews with the people connected with the industry and also
through selected references in the Depariment of Mines library in
Kuala Lumpur.

The writer wishes.xpgﬁgiggﬁ his gratitudse to all those
who have contributed in one way Sr- dhother towards the writing
of this paper. In particular, the writeris.indebted to the
President of the Selangor, Negri Sembilan and Pahang Mining
Association, Mr. S.K. Tan for his co-operation, Mr.S.K. Wong of
Senky Mining Corporation and Inche Mohammed Salleh, Chief Inspector
of Mines, Malaysia for their help.

Last but by no means least, the writer wishes to express
_ his thanks to the supervisor of this paper, Mr. Yip Yat Hoong
without whose help and guidance the writing of this Exercise would
not have been possible. =

-

Tan Teor.g Hean

24th July, 1965.
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CHAPTER I
EARLY CBINESE TIF OPERATIONS 1IN MALAYA

It is not known when the Chinese first started mining
operations in the Malay Peninsula. The metal, however, has been
known to be mined in various parts of the country from as early
as the 15th century,

Until about 1909, tin min iy was. almost.entirely.in . ihe
hande of the Chinese. Many of the early miners were merchants
turned tin miners when the economic importance of the metal was
~ realisede Simple methods of mining wWere employed. Nevertheless,
compared to the indigenous Malay miners, the Chinese wWere the
more effioceint miners.l

‘ The Chinese played a significant role in the early
development of the tin indusiry in Malaya. The importance of
these Chinese miners may be gauged from the fact that they were
responsible for almost all the tin produced in the peninsula, a
vosition which they maintained until the onset of the 20th century.

Nature an& Forme of Mining

Many methods of mining were used by the Chinese in the
extraction of the tin concentrates. The following account records
some of the more important of these methods. It by no means
exhaust the numerous methods and variations used in this early
period.

The Changkol and Bgsket System

This is one of the most rudimentary forms of tin mining.
It is also one of the most widely used methods. Tin ore was
extraoted by a team of coolies who dug up the tin bearing soil
with the aid of hoes locally termed “Changkols".? The dug up

material was then transferred to rattan baskets and transported

-

”~

snnual Report om the Mining Industry 1947. Page 2.

gl brbsd, deep hoe of various sizes and weights.



to centres where they may be processed by 2 second team of labourers.
The whole process was performed entirely by manual labour. - ‘

The Ma-Foo System
This is a refinement of the above method of working the
soil. It has the advantage of being a more systematic method of
operation. An oblong hole marks the ground to be mined. This
is then divided into two sections into each labourer would work
the ground by means of a hoe. The dug up material was conveyed
to the surface of the mining pit with the aid of hand operated ‘win-
ches. Mining was almost continous with the labourers working in
shifts. This method of mining was extensively used in areas
vhere the minerzl is rich in tin ore deposits. ’

a‘l‘hé Tein Ping 1%03

This early method of mining was used in the mining of
‘$in in wet mining grounds. Tin was mined in & manner similar
%o that of the Ma Foo System. The difference was that there e
were three compartments in the mining shaft. The central section
vwas worked to & greater depth than the adjoining ones. Its
principal function was that of a water reservoir for the ground
seepage of water that soaked through its workingc, This water
was removed continously by a hand bucket systenm. T

The Chin Chia?

The introduction of thies method of extraction in the
Chinese community marked a departure from the earliest methods ,
desoribed above. It marked the first attempts at the mechanization
of the extraction process by the Chinese miners though crude as
it was. : .

, The Chin Chia adopts the use of the traditional Chinese
water wheel as a water pump in the mines A water wheel driven
by water from any nearby source was used to power a rotating
chain of wooden scoops, the lower end of which was sunk at the
bottom of the pit to draw out water and hence permitting mining
of the ore. ‘

L 4

The Nature of Operations

Several features may be noted in all the methods used
by the early Chinese miners. ~ : -

All the methods with the Chin Chia as & possible excep—
tion depended almost entirely on manual labour. :

/fifﬂ%illl the methods were developed through a slow process T
of trail and error. ' They reflected attempts at the adaptation of
mining Yechniques (some of which were imported from China) to

;BSOGVAQPGndiI A
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looal mining conditions.

The nature of operationa were simple and orude. Nom-
the-less these methdds enfbled the extration of ore from deeper
unds and were hence moriﬁeffectlva and costly than those used
by the Malays who mined the mineral mainly with the use og,water,
a process oalled "Lampaning'd.  * “ ;

Early Sources of Credit and Credit Arrangements

The Chinese as emmigrants to the Malaya peninsular ocame
with little belongings and alwost no form of monetary wealth.
The first Chinese miners were hence those successful merchants and
traders who had already established themselves in this part of the
world.

¥

Those who lacked sufficient capital to start mining

operations sought loans. Those were obtained from several sources.

These are discussed below.

SOurbas of Credit

The most important single source of credit ocame from the
rich merchants and traders. These were the financers or the
‘advancers' in the early days. Often, they bad a double role of
merchant miners. Others preferred to stay out of the risky ,
mining business and were ocontent to be the oreditors to the miners.
- It was these traders and marchants who formed the major source of
credit.

In an age where no developed banking machinery existed,
they served as the bankers to the early Chinese miners by virtue
of their wealth.

Credit was &lso supplied by a class of Chinese capitalists
quite different from that of the merchants and traders. These
were the wealthy and influential owners of gambling dens and
opiym farmers. These, the products of the British adminisiration,
were able to channel part of their funds as loans to reputable
miners, charging high rates of interest in return for their loans,
mainly because opium farming provided a very rich source of income.

Finally, provisioners, grocerers and ore-~dealers alsc
served as advancers to the Chinese miners. They were in &
position to do. 80 primarily because miners needed large quantitzea

5899 Appendix cC.



of food and provisions for the maintainence of the teams of mine
coolies. - : | e -

They supplied food and provisions on credit and oharged
exhorbitant prices on these. Many of these provisioners were

also the ove dealers. The close tie between the naturé of the mining -
operations, the methods used, and the oredit source of piners can -
. be eaaily‘reoogniaed from a study of the account of the oredit

gources given above. Nowhere is this relationship more clearly
exerplified than in the case of the grocerers and storekeepers.

Early Chinese miners needed a large and steady supply of food end
mine provisions on oredit to bridge the period between the stert '

of the mine and the sale of tke ore. These factors combine to

force & miner to seek a close tie with a provisioner who would

satisfy his needs on a favourable credit basis. This role vas

aptly performed by the owmers of such enterprises. '

The_Role of the Advancer

; _ The principaiarole of the advancer to the Chinese minér.
was that of & creditor. In this sense, he aots as a financer.

Frequently however, the advancer's role extended beyond
this evident relationship with the miner. : :
S |

rd

thebperation\of the mine. This degree of involvement ranged from
that of being purely a creditor with no.direot part in the under—-
taking of the mine to that of a partner in the venture. ~

In ma&‘dases, the advancer was directly involved with N

The actualrrelationship of the advancer to the miner amd
hence his status andfole was determined by agreement between the
two perties. According to the agreement, the advancer mey thus

bes~ ‘ : -
(s) A partner of the mine.

(v) He may supply financisl aid oniy and receive
interest payments in retumm.

(¢)  -He may be the sole purchaser of the ore
produced by the mine.

, It is evident then that an advancer had not one, but
geveral roles. He might or might not have been directly davolved

in the mine. ~ In many cases, he was not.

Perms of Credit Supply o -

é*% In oconsideration of thé capital and financial assistance
rendered by the advancer's conditions or terms similar to those
lidted below, were frequently accepted by the miners. - The

¢ .




advancer, depending on the strength of his bargaining position m

stipulate

4

any or several of the following termsi-

(1) The option of buying the ore output of the

mine at a price below the normal market Pyice of

the metal. This price was often four tofive
percent below the normal market price.

(2) The option to purchase the miner's claim
(if he was the owner of the mining lease) and/or
a certain percentage of the yield of the mine
usually around ten per cent.

(3) A high tixed interest rate often at thirty—

five percent per annum for the loan provided.

(4) To the 4dvancer - a sum of money equal
to @ne tenth of the gross proceeds of the mine

at the end of a convenient time period nérmally

one month.

(5) To the Advancer - a high interest rate
normally fourty percent on all articles supplied
by the advancer. :

Interest Rates

collectadb
both in ¢

invariabl
loan of §

ay

The interest on loans provided it may be observed, was

le in various forms. It was payzble and collectable

ash and in kind.

The rate of interest charged by the Advancefs were

¥y high. An interest of thirty-five percent per annum to

5,000 was not uncommon. Moreover it was levied in

disguised payments of various types which the miner has to accepto
One example of this may be the advancer's demand for the right of

purchase

rates on

of ore mined by the mine at a lower price.

Several rggsons\gggg,§g§gggggy;e for the high interest
loans made by the advancers:— -

(1)  Loanable funds were always in short supply.

(2) The degree of risks on loans to miners were . -
great. Little security backing wvas offered by- the

miner against loans provided.  This placed tke

~advancer under great risk of losing his money

as a result of any dishonesty on the part of the
miner, the miner's assets.being ot limited use

to the advancer. There was little the advancer

could do if such a situation should occur, since
the loans were made entirely of trust. o

mE



Furthermore, tin mining was a risky investment =
particularly in these early daye when bankrupties
and mine failures were rife as early operators
began their operations without a form of
prospecting. .
1? ;
(3) Finally loans were of indefinte time
period. Frequently, they may stiretch out over
a long period of time.

Early Capital Arrangements

Capital for mining operations Were mainly raised by
private means. Public companies Wwere completely unheard of in
the early Chiness mining. -

Mines were by and large family businesses. Sole pro- -
prietorships were -. common standard.

, "Kongsis" of partnerships were also to be found. Even
in these paritnerships the influence of family end lineage ties
go strong in the culture of the Chinese had had its influence.
For, most partnerships were limited to blood relatives, with the
oldest of the kinsmen as the head of %the enterprise. This is
not to imply that partnerships between Chinese miners of differeat
lineage and descent were non-existent. Such partnershipe in
faot increased in importance with the passage of time. However,
they were less common than the family partnershbips in the
nineteenth centurye. ‘

Sole proprietorships were ofien started with personal
funds. The more enterprising of the "sinkhehs" through a slow
process of savings of their earnings started their own mines
when sufficient money have been saved and when their contract
with their employers have expired. Those who began thie way
were largely those mine managers or "kepala"l,who earned about
twenty-five dollars a month. The common labourers were hardly

L 4

: 6A term given to the emmigrant Chinese meaning
"Hew Guests™. ,

, '7A kepala is an overseeT. The term. EZans"Head‘
in Malay. : ‘

BAnnuﬁl Report SelangoT. Page 41.
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able to do this as they could be practically mulcted of all theié
earnings at the time they receive their pay.

Partners in a mining enterprise provide capital in the

‘form ot cash or capital equipment. Contributions from partners

in the form of capital equipment were common with the lower
income class. These were often the mine coolies who provide
only their own labour and:tools. -

Finally, capital was also ob%tained in part from several
credit sources already described. '

Ceneral Features of the Credit System

-

A few important features may be noted from a study of
the oredit mechnism in this period. : :

loans made by the advancer were for an indefinite peried

of time. The advancer was satisfied with the guarantee from
the miner that loans with the agreed interest payments would be
paid ap soon as yields or profits of the mine began to show. -
Bence, the time period of a loan may stretch from a few months to
a year OY MOT®. ' :

loans were made with little security-backing. They
were advanced entirely on the basis of trust in the miner's
honesty, integrity and his financial reputation.

The advancers however, had an effective system of
penalizing dishonest debtors. This was simply to refuse future
loans to known dishonest miners or debtors. — & sysiem similar

. to "Blacklisting" used by employers against irresponsible employees.

This penal method was so effective that it was reported that it
drove disreputed debtors out of the area or state as no advancer
would be willing to meet their credit needs.

Conclusion

It is difficult to give a definite answer to the
question "Was there enough. credit to meet the needs of the miner?

Or were the arrangements adequate?"

No records exist to show whether the Chinese miners were
satisfied with their credit arrangemgﬁgsg In any case there was
not much the smaller miner could do/1 he felt strongly against

the system.

It seems probable however, tbat the system of loan and
credit supply sufficed the more important needs of the tin~niner.

‘This was possible chiefly because capitalization of the_tin

industry as then was not great. It cannot be denied tbat the .
larger and successful miners had relatively easy recourse e

..74..
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the facilities offered by the advancers.

comers to thejtrade found it difficult to draw on the resources
at the dosposél of the advancers. The reason stemmed from the
fect that loans wers based and made entirely on the strength of
a8 borrover's financial position. This made difficult the
problem of securing funds for the new comer ag advancers unwary
of his reputation may refuse to accomcdate him,

For the same Teason, miners who had had the unfortunate
experience of mins failure may find difficulty in seeking loans
to tide over difficult times. The basis on which the systenm
operated prevented the misfortunate miner from making fresh starts.
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CHAPTER II

TECHNICAL DEVELOPMENTS IN THE CHINESE TIN INDUSTRY
AND ITS EFFECTS ON CREDIT SUPPLY

‘Since the nineteenth century, & development of immense
significance have occured in the Chinese tin mining industry.
This was the gradual evolution from manual operations to increas-
ingly mechanical means of operation. It is this development
and its effects on the supply of credit on the Chinese miners
that this chapter will be concerned.

The Evolution from Labour to Mechanical Operations

The beginnings of this process may be traced to the
efforts of the British Resident, Sir Hugh Iow in 1878.1 mhis
wag his introduction of the first steam pumps in the Federated
Malay Statee in that year. The first steam pumpa were purchased
by the State governmente of Perak and Selangor and loaned out to
the Chinese miners on a rental basis. These pumps replaced the
use of the Chin Chia in the drawing out of water from the workings
of the mine. As these pumps proved their usefulness however,
the enterprising Chinese miners soon brought in pumps on their
own account.

¥o information were available in the number of the
steam pumps in the country. It is probable that their numbers
must have been large; as greater numbers of Chinese miners
adopted its use. One source estimates that by 1888 there were
50 pumps engaged in the working of Chinese tin mines in the rich
tin field of Larut alone.

A further development came with ghe adoption of Hydraulic
mining by the first Chinese miner in 1906. This method of

1L. Wray, tThe Tin-mines and Mining Industries of
Perakl® Page 15.

’

2Eiaritt, . A History of Mining in Perak.'  Page 65.

3The Ban Do Cheong Mine.
-9-.



of mining with the use of water under & natural head wag taken over
from the BEuropsans who brought it to Malaya in 1892.  The '
entrance of Hydraulic mining had a lesser impact on the Chinese
miners. This was because a bigh initial cost in the construction
of pipes Wwere necessary while there were also long delays before
opergtions could commence. :

t The most significant development in the evolution from
labour intensive to mechznical operations was the development

of the gravel pump in the year 1913. Gravel pumping adopted
the principles used in the Suction Dredge. The Chinese miners
retained the use of the gravel pump and dispensed with the use
of the costly floating pontoon both of which were the standard
equipment in the Suction Dredge

The introduction of the gravel punmp was of great
significance to the Chinese tin=mining industry. This was
because it dispensed witk greatly the use of labour both in'.
the transportation and the extraction of ore processes. Water—
monitors replaced manual labour in the breaking down ot stanni-
ferrous soil. The gravel pump itself replaced the teams of
mine coolies engaged in the transportation of the tin bearing
soil to the processing centre. While, the use of the palong
simplified and facilitated the separation of tin concentrate
from the waste. ©

A S S e e e

Gravel-pumping proved to be the most economical method
of mining in the rich alluvial flats of the west coast of
Halaya. Because of this obvious advantage, it was widely used
by the Chinese miners especiglly in the states of Perak and Selangor.
After the initial stages there was a steady increase in gravel=-
pumping as against other methods of tin-ore extraction. This
continued until the nineteeniiu = thirties when unfavourable
prices of the metal adversely affected the entire tin industry of
Malaya. Today, gravel-pumping is by far the most important
method ot operation among the Chinese miners. (See Table III,

Chapter III) '

: Sinoce the war, no new methods of operation have been
introduced. The main methods used by the Chinese miners today
are largely the same as those used in the decade prior to the
outbreak of World War Two. However, after the war there was a
renewed impetous in the process of technical development. It
was during the post-war years that an increased use of heavy
machinery and earth moving equipment were seen in the Chinese

tin mines. i

The desire for a greater use of machinery was attributed |
to three main factors: , :

; (1) Tke rising cost of labour in almost all
‘occupationy the states of Malaya as the standard
of living in the ecountry rose. The rise in

- 10 -



fii, TABLE I | L
. SR et
PRICE OF TIN, AND THE MONTHLY WAGE RATES OF WORKERS
E IN CHINESE GRAVEL PUMP MINES 1947-63
) Average Average Monthly Wage Rates of Workers Of
Price- Skilled Workers Semi-ékilled ‘ Unskilled
Year |of Tin (§) | in Gravel-Pumps | Workers in in Gravel Pumps
E (Por Pioul) h%rss | Gavel P%?S) Mines Mi(.g;;s
f 1947 | 218.16: 92.00 78.00 34400
1948 | 281.48 94,00 84.00 72600
| 1949 | 294.48 - 94.00 189.00 - T7.00
1950 | 368.92 123,00 100.00 79.00
| 1951 | 526.61 163.00 / 125.00 111000
1952 | 479.58 188.00 138,00 105.00
1953 | 362.72 140.00 112,00 - 84.00
1954 | 353.60 - - -
1955 | 365.00 189.00 140.00 ©93.00
1956 | 383.03 190.00 142.00 94400
1957 | 373.19 - 190.00 158,00 102.00
1958 | 368.35 [ - - -
'1959 396.94 167.00 1131.00 82.00 .
i 1960 393.68 166.00 o 123.00 1700
f 1961 | 446.00 178.00 | 131.00 95:00
1962, | 447.00 | - . T -
1963 | 455.40 ©191.00 1 134.00 | 97.00

| Sources - Annual Reports of the Depariment of Labour and Mines.
| -1 -




PRICE OF TIN, AND THE NONTHLY WAGE RATES OF WORKE

TABLE I

p
> gk 2 .f

o

RS

IN CHINESE GRAVEL FUMP MINES 1947-63

] Average Average Monthly Wage Rates of Workers Of
Price’ | villed Workers| Semi-Skilled Unekilled
Year |of Tin (8) | in Gravel-Pumps | Workers in . in Gravel Pumps
(Per Pioul) 513(»2;8 Gravel P\(1§3§) Mines M:ngis
1947 | 218.16" 92.00 78.00 34400
1948 281.48 94.00 84.00 72,00
1949 | 294.48 94,00 189.00 7700
1950 | 368.92 123.00 100.00 79.00
1951 | 526.61 163.00 ) 125.00 110.00
1952 | 479.58 188.00 138,00 105,00
1953 | 362.72 140.00 112.00 - 84.00
1954 | 353.60 - - -
1955 | 365.00 189.00 140.00 93.00
1956 | 383.03 190.00 141.00 94400
1957 373.19 ' 190.00 158.00 102.00
1958 368.35 - - -
1959 | 396.94 167.00 ©131.00 g2.00 = =®
1960 | 393.68 166.00 E 123,00 . 81300
1961 | 446.00 178.00 |  131.00 95.00
1962. | 447.00 - . - -
1963 | 455.40 ' 191.00 134.00 97.00
| Sources~  Annual Reporis of the Department of Labour and Mines.
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labour cost were also vartly due to the Korean ;
¥ar boom conditions which added the usual permanent
increment to labour cost even after the revelant
circumstances no longer apply. Finally, the
rige in labour cost were also caused by the rise

in the tin price of the metal., This trend of
rising wages in the tin industry is shown in

Table I. Rising labour cost was chiefly
responsible for a greater employment of labour-
saving devices and equipment.

(2) A greater use of machinery was also due to the
need for a cut in the cost of production by seek- '
ing more economical and mechanical means of opera-—
tion as a consequence of unfavourable prices of

the metal especially during the tin-restriction
period. (Especially in 1958.)

(3) The use of machinery was also forced upon
the Chinese miners by increasingly dit:icult
mining grounds and conditions. By 1896, all
the important tin grounds known today, have been
discovered and exploited by the miners. By

the 1950's; many of these easily accessible and
rich tin-bearing fields neared exhaustion. The
The depletion of rich tin-bearing fields had

the effect of forcing the Chinese miners to work
on poorer grade land and in more difficult terrain
- those where the employment of machinery would
give immense advantages and without which mining
would have been uneconomical if not impossible.

For tkose reasons then, a trend of a greater use of
labour-saving devices and machinery resulted. This trend is
8till continuing today and is illustrated by Graph I. From
Graph I, it will be seen that increasingly less labour is employed
to produce a ton of tin as time passed. Increased mechanization
in the tin-mining industry is also shown by Graph. II which has
been drawn to show the Horse-power employed per ton of tin-in=-
ooncentrates produced in the country from 1919 to 1955.

Despi%e technological developments and the use of
machinery in the mining industiry of Malaya, tké Chinese methods
of mining in Malaya today are still largely labour intensive.
This may be seen from Table II, which shows the employment of
labour in mines by methods. It should be noted that in gravel
pumping, the prinocipal method adopted by Chinese miners, a
total work force of 18,000 labourers are employed. This is
t0 be contrasted with the total work-force of 11,200 in Dredging
vhich until mid-1965 was a Eurdpean monopoly. It is also
important to note that the Chinese also operate Hydraulic, .
open~cast and underground minees, so that total employment provided
by the Chinese miners must be very much greater than that of the

European miners.

-12 -



GRAPH I

LABCUR EMPLOYED PER TON ~ IN - CONCENTRATES PRODUCED AKNUALLY
| 1919 - 1955
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Fote: Coﬁering the former F.M.3. only, to 1941.

Source: First Quinquennial Report. Department of Mines 1955
Table 14, page 36.
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GRAPH II

SHINERY EMPLOYED PER TON OF TIN-IN-CONCENTRATES PRODUCED

\

PER TON

HORSE POWER .

ANNUALLY 191G TO 1955
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Note: Covering the former, F.M.S. only, to i9l4.

Source: First Quinquennial Repert 1955, Department of Mines.
Table 295, page 42.
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which the ewvolution from labou

In otber words the
Buropean miners have been rel
p@gsihilitiea,offered by
technologye. F

Chinese miners as compared to the
atively slow to take advantage of the
the use of mechanical POWer and new

Several reasons may be attributed to the slow pace at

r~intensive to mechanical means’
cccureds \

) Tharghines%;a superstitious race. © Superstitions pervade
the entire mining kongsi. Further, the Chinese miners were
tradition bound and conservative in attitude. These in part
explained the reluctance of the Chinese miners to take to a rapid
large-scale adopiion of foreign techniques and machinery. Many
preferred to continue with the older proven methods of labous—
intensive dry open cast mining than to experiment with new machinery
and to adopt more novel means of operations. - :

The chief reason why the Chinese have not taken to large
scale adoption of the use of machinery was, however, economic and
not social. Thie was their lack of capital and by implication,

the lack of oredit. Mining equipment and machinery are costly even

today. This high initial cost of machinery and equipment deterred
the Chinese miners from their widespread employment. Chinese
commercial organisations, particularly the mining kongsi, were

also unequal to the tasks of meeting heavy capital expenditures
involved in the purchase of machinery. A large number of Chinese
mines are run on a sole proprietorship or paritnership basis.

It was not until recently that limited liability companies,
modelled after the western corporation, made its appearance

(The Selangor Dredging Company).

In the earlier stages at least, Chinese miners faced a
shortage of trained personnel and services essentialbr.the mainte-
nance andthe operation of machinery. In the early stages too,
mechanization in the Chinese mines were slowed down by a lack of
gocd communications and inadequate transportation facilities.

Bfeakdown of the Early System of Ioan Advancement and Changes

in the Sources of Credit Supply

‘miner and the limited cre

It will be recalled that the largest advancers of the
early Chinese tin miners were the general merchants and the
traders. This source of credit declined in importance from

about 1900 onwards. -

exhaustion of rich tin bearing ground had the
effect of $§Zcing the Chinese miners to adopt new methods of
operation and & greater use of mechanical power.. .These
‘invariably cost more than the older met?ods of mining. More
capital than ever before were required in the operations of the

api that exceeded the funds of the small
mines; cepital amondts dit that were available from tkhe merchanis.
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. west coast of the country were abolished. . By 1912, the

Purther, there was a ‘
e , greater and more vari
the use of the loanable funds jn the hands of the meighgzzz?d for

¥ith the economic development of the count
‘ : ly : : new 1i -
sent, especially in the rubber industry, wzig oPenid?es °X invest

The increasingly ris i in i
of the tip industry, togéiher Egtgazu:§d2§dazgp;:§i iﬁﬁfzzlveness
avenues of investment for the merchants, resulted in a decrease in
tke sdsply of oredit nnd loans to the miners form this class
fepy prafe??ed the comparative security of catering to the néeda
of the growing population than to do business with the tin miners.

Opium farmers and the owners of gambling houses which
ranked seocond only to the merchants in importance as advancers
to the Chineae tin miners completely disappeared from the scense.

.The reason was political. The closing years of the nineteenth -
century saw a gradual abolishment of these revenue farms. In
1901, opium duty farms in all the protected Malay states din the

gambling houses, the last of the productive revenue farms were
aleo abolished. These changes in the government's Policy which
in part reflected changes in fiscal policies deprived these Chinese
capitalists of tremendous profits. It had the effect:of causing
these as & class to withdraw from being the advancers to the
Chinese tin miners.

Finally, the grocerers 3nd provisioners also declined
in importance as the advancers. This was largely due to the
fact that the tie which existed between the tin miner and the
proviaioners was gradually undermined and progressively weakened.
With the expansion and the development of communications and
transportation and as the number of provisioners increased,
the tin miners® tie to an individual or particuler provision |
8hop was no longer & necessity. Like the merchants, many of ‘ L
the grocerers shifted their attention to the rising class of -
vage earners. Those that remained as advancers to the tin miners Qi
decreased in numbars mnd became specialist firms in the supply g

of pine and plantation accessories.

L Henoé, the o0ld sources of credit decreased in importance
and gradually disappeared from the mining scene.

2 It was no longer jfhe ordinary merchant or grocerer who
provided crediy to Chinese miners. 4s tin mining'becagg more

* specjalised and sophisticated, as well as capital intensive, the
1?uou§%ea of oredit supply shifted to the hands of those large firms

Athat ief@?in&xtrﬁﬁably'GODnGOted with the industry. These

specialist firms 3~ . :: depepded on a large measure on the tin

4ndustry for their own existenoce,’ These include the Smelting

ls!ncies,'the Tin Ore dealers, thaiepeciallat mine and plantation
' e

Pl O .
%
£

o m o ne L . 5 by a change of times”
‘ . Thege new sources of credit ereated by - e
*ﬁﬁﬁLéir@ungggga:?wjll form the maim-topic for discussion in a laver
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Changes in the Organizetional Structures of the Mine.

The evolution ffom‘purel '
; ! ¥ manual means of operation to
increasingly mechanized methods of ore extraction also caused the
structure of the Chinese mine to undergo- changes.,

The earliest Chinese mining enterprises were family
businesses. Sole proprietorships were the most common wnit of
mining enterprises, partnerships were also known, +though they
vere less common. These two business units comprised the ohly
Chinese mining organizations up to the early decades of the
tventieth century,

With the evolution from labour intensive operations .
to mechanized methods of extraction, this picture has however
sltered. The most important development in this respect has
been the rise of partnerships as an important form of mine finance.

. Partnerships as noted above, were not unknown even in -
the earliest days of the tin industry. It is important 1o note
however, that the very nature of partnerships has undergone
changese.

Most of the earlier partnerships were largely limited to
the family and the immediate relatives ¢f the miner. This is
no longer true today. This is not to deny that such partnerships
do not exist today. But partnerships between miners of different
lineage and descent became increasingly common with the twentieth

century.

No information were aveailable on the extent of partner—

ships in the Chinese tin mining industry for any period of time.
But, it is generally recognised that their numbers are not small.

Mhere was also an inorease in the number of limited
liability companies. These are largely private limited liability
companies. Large limited liability companies of the public
tyoe were unknown until very recently. These and other methods
of mine finance shall be discussed in detail in Chapter Iv. ~

Tt 48 ot difficult to find the reasons for these changes
in the organizational structure of the Chinese mines.

They developed principally because techno}ogicg; .
developments made the tin industry increasingly capital intensive.
This made individual finance of & mine difficult and for the
asall miner, virtually impossible. The natural solution and the
one which the Chinese turned to was the pooling 9f Tresouroces
through the formation of parinexships and companies.

| 'Tﬁe’éeneralspread of education and the familiarisation

- .18 -
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the advantages they offered
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CHAPTER III

THE CHINESE TIN INDUSTRY TODAY

The Main Methods of Operation

Four main methods ot operation may be recognized in the
Chinese mines today. These are

(a) Gravel Pumping

(v) Underground Mining

(e) Hydraulic Mining, also termed
, Hydraulicing :

(d) Open—-Cast Mining |

A great deal has been written on this particulariaspect
of the tin industry. Hence, the description given below shall
only be of a brief and cursory nature.

() GOravel Pumping

The mining of tin with the gravel pump involves
geveral processes. Stanniferous soil is first broken
down with the use of water monitors. The slurry
produced is next drawn up a 'Palong' by means of a
gravel pump. Tin concentrates having a hi gher
specifio gravity (specifio fravity 7.5), is deposited
at the floor of the palong. ¥While, the rest of the

- slurry pass along the palong to be deposited as waste
and tailings at the end of the structure. This
separation of the ore from the waste marks the com-
pletion of the extraction process. Tin concentrates
on the palong are collected at regular periods of time

by_manual means. E

(v) Underground Mining

This method of-extraction is not dissimilar to
that used in the mining of coal. The ore is won
by teams of mine labourers who may enlist the use of
mechanical aids. Underground mining is prominent

lTﬁeyiPalong‘ is a long vooden Sluce used to recover

tin from the‘tin—bearing soil.
- 20 -
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in*Halaya only on account of the single large underground
mine at Sungei Lembing in Pahang. . Amongst the

Chinese, underground mining largely taekes the form

of scattered small scale shafting and cave-mininge.

This is common chiefly in the states of Perlis and
Kedah.

(e) Hydraulic Mining (or Hydraulicing)

. .i-Essentially, the process involved in bydraulic
mining is identical to that of the gravel pump method of
ore extraction. In hydraulicing, both the water
monitors and the palongs are retained as the standard
equipnent. The difference arises in that the - water
monitors operate under a natural head pressure.

Further; the slurry is also largely, if not, entirely
raised by the use of hydraulic elevators, hence
dispensing with the use of gravel pumpse.

(a) Open Casting

Open casting traces its descent from the early
open-pit mines where the ore was dug up by coolies.
Today, both manual and mechnaical means are employed
in the extraction of the ore. One distinctive
feature of open casting is that no use of water is
made in the entire process. In contrast, gravel
pumping and hydraulicing requires the extensive use of
water. In open-casting, the mineral may also be
raised by belt-conyeyors and iruck haulage systems.
These are however used only in the larger mines as
the equipment are costly (such equipment are used in
the Sungei Besi open cast mines and the large alluvial
mine in Klian Inten, Perek). :

In addition to the four main methods described in the
previous paragraphs, Duleng washing or Panning may also be used
by the owners of gravel pump mines (panning in the tailings for
residual ore) and by small time dulang washers. The latisr>
form, though less important than it was in the 1930's, is still

comnon in Malaya.

The Relative Importance of Different Mining Methods

By far, the most important method of operation in terms
of production is gravel pumping. This may be seen from Table
11I vhich shows tin output by different methods of production &id
by Buropean and Asian interests for the period 1951 to 196%.

It sbould be moted that throughout the period covered by the
Table III, more than 3 of the total ore production fﬁﬁuﬁiﬁ? year.
ty the Asian mines, came from the gravel pump mines, = ic
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is used'in the Bulletin of statistics publications to include all
Asian miners. It is a well known fact, that over ninety percentase
of these Asiatic miners are Chinese, Indigenous mincrs engage -
in small scale sporadic mining activities. Their output form

an insignificant part of the tdtal ore produced by the iAsiatic
miners, though in future the Picture may change.

The figure on 'dredging' in Table III may be ignored,
for this is a Western monopoly until very recently. It was not
until 1962 that Asiatic miners (Chinese ) acquired a share in tin
production through the use of the dredge and it was not until
0id~1965 that the first Asiatic dredge (Selangor Dredging) controlled
by the Chinese was floated. The relative imporiance of Gravel
Punping and the extent of its popularity among the Chinese tin riners
ray also be seen from Table IV, which shows the distribution of
different types of mines in operation in this country from the year
1929 to 1963, Hence, whereas there were 36 hydraulic mines in
1929, the figure has dropped to 5 in 1963. (Total figures -
Asiatic and Huopean mines included), while the number of gravel
pump mines have shown a steady increase for most of the entire
period under consideration.

Thus, it may be noted that émong the Asiatic miners,
gravel pumping is the most important method of mining.  Ninety

- percent of the output from Asiatic mines are derived from gravel

purp mines, Amongst the Chinese miners then, the tin industry
is gravel pump one. In view of +this observation, the later
sections in this chapter will be devoted to a discussion .of the
capital requirements of gravel pump mines alone.  However,

wuch of the considerations noted are of general and wider
application and hence are useful in the determination of capital

requirements of other forms of mining too.

: : The predominence of gravel pumping in the Chinese tin -
industry is chiefly because it is the lowest cost form cicopen
mining, Moreover, it is inherently mcre etfective than other
methods of tin ore extraction -~ as the dredge, in the exiraction
of a higher percentage of ground lying on an unevem and hard bed
rock. It is also well suited in the rewworking of previously
dredged areas and in the extraction ot the ore rrom low tin
content fields and small sized tin fields. Pinally, gravel
pumping involves the use of a comparatively very much smaller
anount of capital investment than dredging. Its main defect
lies in that it is a comparatively expensive method of operaztion.
7his may be seen in that double the power is needed to provide about

2/3 of the tin concentrate as compared to the dredge.
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TABLE 1V

TIN MINES - BY METEHODS, 1929 - 1963

’ﬂﬂe".c”E".‘anzna!Fﬁgsagﬂﬂﬁzzzag:ggngB================aﬁ===2=ag=”=g====”==u
. Grave - - | Under
Tear | Drodeing)p i | Hoing | cobeing | Ground | Other | Total
Mining

1529 105 428 | ° 36 18 | 735 - 1,322
1930 69 316 35 22 793 - 1,235
1931 56 280 30 23 804 - 1,193
1932 28 231 38 35 736 - 1,068
1933 23 268 36 30 637 - 994
1934 56 367 36 13 | 440 - 912
1935 70 394 30 1 344 - 845
1936 90 527 26 8 286 - 937
1937 93 635 34 10 257 - 1,029
1938 55 37 32 17 291 - 167
1939 96 538 33 20 230 - 917
1940 104 733 34 22 160 - 1,053
1941 103 668 31 17 143 - | 962
1946 18 102 23 1 6 66 216
1947 56 523 24 10 27 48 488
1948 67 464 22 8 313 39 633
1949 79 518 19 5 18 50 686
1950 80 561 19 4 24 45 733
1§51 83 584 12 5 17 39 140
1952 80 552 12 5 11 46 706
1953 16 482 10 3 11 47 629
1954 19 56T 11 5 9 4§ ;éi
1 6 63 14 4 10 4

lggz ;8 53§ 13 5 ig gg ;gg

J 10 4

133 [V It T | 3| =a it
1959 45 392 9 - zg i; ggi
1 0 11 3 Je

132? 33 . 232 _ 10 5 21 16 | 696
1962 66 582 10 7 22 17 704
1963 66 593 5 5 22 18 709

$

Sources Bulletin of Statistics 1956, 1956-60, 1961, 1962, 1963.
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Capital Requirements of Gravel Pum§ Mines

The capital réqpirements in 1
- ) gravel pump mines va
with the intended mcale of operation. The use of several 1§§

stead of the?usua} two water monitor. combination would, to give
an example, invariably raise the initial capital of a mine.

o Chiefly.an account of this reason, it will be difficult
to determlnetpe capital requirements of Chinese. gravel pump mines.
In the following paragraphs, an attempt is made to provide a

rough picture with the use of a 'standard sized' Chinese gravel
pump mine as & model.? :

At the present time, the capitzl involved in the
establishmeént of & standard gravel pump mine to trzat about
twenty thousand to thirty five thousand cubic yards per month is
in the region of $100,000 to $150,000. This figure excludes

expenses on prospecting and other pre-mining payments such as
survey feese. .

It must be emphasised that this figure is only an ,
approximation. The czpital involvment in gravel punp mines will -
vary with place and with time.

The initial outlay of $100,000 - $150,000 is expended
in manner similar to the actual expenditure on a mine given below
(see Table V). :

v e

TABLE V

CAPITAL REQUIREMENTS AND USE IN CRAVEL PUMP MINE
(8" GRAVEL PUMP, TWO WATER MONITORS, AND A 170' PAIONG)

Average Costs -

(1) Purchase of 8" gravel pump plants

. (prime movers) _ $25,000
chase of 2 water monitors (and prime
) f:ver) $24,000
(3) 1Installation and Purchase of Power Genera-  3.000 .
tor (diesel) sls,ogg*
(4) Construction expenditure on the palong : é,oog
(5) Expenditure on pipings ,

(6) Erection of mining kongsi (accomodation £12.000
for 40 to 50 workers) ) ,

(7) Development of communications ' $ 5,000

(8) Miscellaneous expenditures 2as construction

of tin ore dressing shed $ 6,000
Total $101,000

‘ 'Z’Standard Size' in Chinese mining circles refer %o
8" Gravel Pump Mines.
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Cost and Expenditure in Gravel Pump Mines

Operating Costs OCperating cost i
vith caution. Not only do they vary wifﬁ the :;;zlgfb§1:;§wed
invested (diesel or electric) but also with a great deal of other
factors. For example, in cases where the rehabilitation of lang
is necessary, a considerable amount of labour will be needed for
the comstruction of drainage networks. Operational costs in
such cases will be invariably higher.

Today, the operation costs of an 8" gravel pump
mine to treat 25,000 to 35,000 cubic rer month, is calculated
to be in the region of $0.50 to $1.00 per cubic yard. To
put it in & different form, the cost of operating the mine will
approach $120,000 to $240,000 per year. A

The findings of a study in the costs of gravel pump
mines give the operation costs as followss;

| - (2) Povwer and fuel costs vary between fifteen Gents
to forty cents per cubic yard. The average fuel and power costs
of gravel pump mines is thirty-three cents per cubic yard.

- (b) Oravel pump mines with a combination of electric
pumps and diesel pumps have a combined power and fuel cost of
about thirty-six cents per cubic yard. This is to be contrasted
with an average of thirty cents per cubic yard for diesel power
operations.

(¢) Labour costs range from twenty cents to twenty-
five cents per cubic yard.

: The actual operating cost of an 8" gravel pump mine
is given in Table VI. : .
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(1)

(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)
(10)
(11)

TABLE VI

COSTS ir OPERATIONS 1IN (AN 8" GQRAVEL PUMP MINE

DRIVEN BY A DIESEL ENGINE

Grade of ground worked - 0+30 kati per cubioc yard

Depth of ground worked - 20* to ROt

Hours of work per day = 16 hours

Throughout = 20,000 cubic yards

Cost of diesel o0il -~ 71,500 gallons @ 62¢g
per gallon

Cylinder oil

Per month

$ 4,640

Salaries wages and food expenses for 30 workers § 5,ZOC

Repair of 0il engine (maintainence)
Maintainence of gravel pﬁmp |
Maintainence cost of monitors
Siting of pipe-lines
Transportation expenses

Expenditure on timbers

Resiting of enginQSaat six months interval

Miscellaneous expendifures - E.F.P. payments,
workwen ocompensations and insurance

Total

L4

The Nature of Costs in & Chinese Tin Mines

k 3. b 7 ily seen that the
From Table V and Table VI, it can be regdl '
Chinese tin industry today is a relatively beavily capitalized one.

- 27 -

$ 540
$ 800
$§ 800
$ 300
$ 400
$ 300
$ 25
$ 500
$ 500
$14,230

T e e mee s et e K - elen o e n

i e

o gl T o g A

B A BT i KR O R e S o 8 D e e e



s

Less readily appreciate
d is the fact that
;i:; ::;:he éipétal invested is in the form of §ix:a1:§§f fiépor-
« 100,000 to $150,000 must be invested merely to

provide mining plant anq . A
garded as FiIGdPOOsto pquigment, This investment may be re-

b

In comparison to the 1ar i '
geness of fixed cost in the
Chinese gravel Punp mines, the variable ocosts are small - though
it is larger than those of the tin-dredge. >

It is this largeness in the fixed costs that )
gravel pump mines and the tin industry un&dathBIEJtggiiaihzz?in
the scale of its operations with fluctuations in the prfé? of
the metal. It is this factor that cause many mines to operate
despite leosses so long as the variable costs of its working are
covered.

Factors influenced the Size of the Initial Capital Outlay in
Gravel Pumping '

The factors that influence the size of the initial capital
outlay of a Chinese gravel pump mine may be grouped under two
categories. Namely, the Subjective factors end the Objective

factors.

The subjeotive factors are those factore which the miner
have some if not complete control over. The miner for example
may for his own reasons decide on the use of larger plants to
work an average grade tield. ,

Objective factors refer to those groups of factors which
the miner bas no control over. Ureater emphasis will be placed
on these factors as it is these that largely dictate the size of

the initiel outlay involved. '

The Objective Factors

(1) The depth of the tin bearings. Based on the depth
ol which tin concentrates are located, mine have been
classified into two categories. The shallow and the
deep mines. Tin bearings located at average depths

of 30" or more distinguishes the deep from the shallow

mines. o

' It is evident that smaller capital investwent in
plant“and machinery is necessary to start a mine in

shallow tin grounds.

Less initial outlay is need prinéipally because of

‘ i be extracted.
e ease with which tin concentrates may
;ﬁss elaborate mine equipment and smaller horse powered

planis are required.

sy > D
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‘kﬁith the deep mines, 4j
necessitates the use of adqdi ¢y
resulting in g larger capital

fficulty of extraction
onal equipment, thug,
investment.

(2) Physiogrephic ana Fdaphic Pactors. The relevance
9r.these Yactors in the determinaiion or the size of
initial capital outlay here 8gain lies with the ese or
the difficulty oi extraction of the ore fron the ground.

The nature of the B0il conditionms i an important
factor. loamy ang sandy soil nakes gravel pumping ecsier.
Little more thep the average standard gravs) runping

euipment may be used. Initial capital investment in

Buch a case may be low ns +80,000.

An importent physiographic factor is the nature of
the ore deposits. This in chief will determine the
employment or costly earth woving machinery.

The bulk or the country's tin consist of the so-
called "Secondary Tin Deposits”.  While a largs part of
these are found in the alluvial flats in the couniry, hence
making mining easier, It is also to be found in alluvizl
deposits on the elopes of hills and mountains and alsgo in
granitic areas. In such areas, the use of machinery and
earth moving equipment will be necessary. This will
add to the capital involved in the operation of the gravel
pump mines.

Various types of earth moving equipment heve been
introduced in gravel pump mines. Basically, the reason
for their employment is to increase the output from gravel
' pump mines when the nature of the tin ore dgposits'make
gravel pumping alone-inefficient. The motive behind
their use is to increase the s0lid content of the slurry
produced by the monitors.

Physiographic situations in which the use of heavy
machinery and earth moving equipment may be forced upon
the minexr are as fcllowssg~

(a)"" Where tin deposits are located clos:hto
ti Here )
imestone end granitic outcrops. s
lise of shovels to bench the rock faces beccme a

necessity.

(b)  The presence of large quantities of scattered

pieces of quartz and granite boulde?s in thitin
tield. Such obstacles seriously %mpglrbt e

performance of water monitors: This is decausgt
the water treats only the rock surfgce an sg:?n

be focussed sdquately on the-stann;ierc?sthese.

The use of Drag lines for the remocval o

boulders are bence required.
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3 The evailariy=+« i T ,

§t)is~a \?“v?zlguliﬁig of & large source of water supply.
. p}‘fch b2t in contraet 1o the other methods of

R mlning as Oren=cagtine srave]

ini 8y 5 ~ Purping mining is a ‘wet
: = Ty e ®) % e 3 3 g ;
#ining tecknique, Morzous cuantities of water is a

bre=requisite {or orverations to he economical. Tke
%mportan?e of water lies in thzat it is both the agent
C Ller prlies ~ meer that pipe

lines to the he2rest water scurces would Leve to be
- constructed, while; reservoirs vwould have to be built.

These expenditures iean that a larzer cepital cutlay

would be reguired they would be the cage it such expenditures

Were unnetessary.

a

¥hile certain stanniferous soil may be quite easily
broken down by monitors, a considerable amount of water
is required to wash the tin bearing soil to the pump
sump. In areas where waier is not available in sufiicicat
quantities, the solution to the problem is8 again the use of
earth moving machines. Bulldozers are used to move the
stanniferous soil to the proximity of pumps whereby Ly
may directly washed to the puxp intakxe and hence previding
a very high density feed to the TUIpS, This process
economiges the use of water but a larger amount of capital
would have to be invested in the form ot rurckases of
earth moving equipment.

(4) Legal considerations and obligations. The operation
of ell mines in this country are subject to the regulation
of a board "the Rulers in Chief Council". This ccuncil
governs the tehaviour of mines and incorporates Trepresenta-
tives from the Mines Department, the Jabatan Kerja Raja,
the Drainage and Irrigation Department, and the State
¥oresty office.

, This body lay down pre-conditions such as the devia-
tion of stream etc., in the interest of the putlic which
the miners must satisfy before operations may commence.
Such pre-conditions expressed by the council would clearly
affect the size of the initial oapital outlay of a gravel

pump mine.

» oo

The Subjective Factors

For econbmic and private reasons minzs may alsoc be influenced
to invest a greater or a smaller amount of capifal in gravel pump

mine.

One subjective ractor that may inrluence a miner.to*?eclde
o larger investment is 'Tke value oI ihe tlnhore.continut ond
i? :he flea to be worked. Miners may favour heavier plants 2n
4

i i 3 4 . It mugt
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. A second consideration: is the size of the land to be
gd. 4 small land area may influence the miner to rent the
‘assaryrplaat than to install one of his o¥n, he may use a
ller gravel pump. Hence; capital expenditures will be lower,

B - Lastly, the lease of Iife of a mine may also intluence
a min@# todecide on a larger or smaller initial outlay. Here,
the miner hasse choige between a larger plant and & shorter
life for theigine (given the size of the mining lease) and

a lighter plant and & longer leese of life for the mine, with
returns siretched ocut over a longer period .of time.
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CHAPTER IV
CEINESE FINANCIAL ARRANGEMENT AND CREDIT SOURCES

7 The previous chapters have traced the early credit sources
of the Chinese miners and tre developments in the Chinese tin
industry. It was seen that technical developments in the tin
industry and a change of time and circumstances have brought about
a breakdown in the early system of loan advancement. Chapter III
has shown that today,.— Capital funds of a substantial size are
required in the establishment and operation of a mine. A% this
stage, a question may be raised; "How do the Chinese tin miners
finance and obtain the large sums of money and capital needed for
the operation of their mines?" L :

It is hoped that an answer would be provided in this
chapter. The purpose of this chapter, thus, will take up the
account on credit sources which have been left incomplete and to
bring this account up to date.

Chinese Financial Arrangements

The chief forms of Chinese financial arrangements and
business ocrganizations are. not dissimilar to those to be found in
Westem societies.

(1) Sole proprietorships. This form of individual

mine finance is less common today. The reason is
that it is becoming more ditficult than ever before to
¥inance the entire operations of a mine with the
limited funds of one miner, as the costs of operation
and capital requirements of Chinese mines have
increased. ‘

‘It,is'believed that amongst the Chinese tin miners
in Malaya today, sole propriétorships cover some ten
to twenty percent: of the total mines in this country.

" Mines financed through the sole proprietorship
torm o1 business organization today, are largely owned
and manged by the 'Old-timers' of the trade. Such third
or fourth generation miners are- the largsstgchlnesa
‘miners in the couniry and form the leaders in the
Chinese tin industry. With rich mining land in short

supply, end heavier capital expenditures, it is ditficult

" for the smaller tin miners to operate mines on a sole
proprietorship.
- 32 -



‘(5) ; E@g_ggggggg_gigggg_:gggggi9 The Chinese "Kongsi"
'ka thé_egui?alent‘or the Western partnership. = The
- kongsi, a8 indicated betore, is one of the most

- imkorwant1ferm of mine iinance in Malaya today.

7 VMembe?s 0? 2 kongsi contribute capital in various forms.
Contributions in the Torm of mining leases or titles
mining plant and equipment are not uncommon.  Xore

. rarely, contributions in the form of services are

o ;also made. . Members of the kongsi begin business with
the drawing up of a 'Hup Thong' loosely translated
‘a8 ‘agreement' in which the share cepital of the

- partners,; their duties, the distribution of protits,
are all stated. The conelusion oI the Hup Thong
.gives the kongsi & legal existence.

¥hile the kongsi is a popular form of financial
- arrangement, among Chinese tin miners, it is also
-+ & rigky Torm ot mine tinance for its members. This
. arises mainly from the leZgal character of partnerships
= .the most important of which is that all partiners are
~"Joint and severally liable". Rowhere are the impli-
cations of this feature or a partnership greater than
in the tin industry -~ where, the liquidation of the
-personal properties of pariners ithrough the derauwit
of others are common. :

. This defect of the partnership is increazely
- recognised by Chinese tin miners. Today, thus, there
is a tendency towards the conversion of unlimited
~ liability partnerskips into private limited companies
and limited partnerships.

o  The Chinese mining kongsi has normally a short
lite. The Hup Thong having a liie usually until
puch time as when the tin deposits in the land are
,&epleted. Hence, it may be regarded as a short
term financial arrangement.

 (3) [limited Lisbility Private Companies. In recent
yéars,'the Limited Liability Pr}vate Companies as a
means of raising sufficient capital funds by the \
Chinese tin miners have ccme in;o %:portance; The
‘rea or its increasing popularity amongst
'zzgzzﬁg iiners lie in the merits this business unit

_ offers.  <Thepe advantages are well kn?wn.‘ They

inolude limited lisbility and a reduction in the

" amount payable in taxese

3 "‘fLi£i£§d'Liabi1it Public Companies.  These are
, é:zil‘very,recent times not used by the 6hinese tin

- 33~
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Miners as a means of

raising ocapital fo .
(In sharp contrast to P T their mines

European mining ente i

- are almost always public companies.)g ThizpizsgchEi:h
firstly, the capital requirements of Chinese methods

of o?e extraction are not extremely large. Seldom

do they excesd $300,000. Use of public companies are

avoided as.funds may be raised through other means as

the 'Kongsi'. Secondly, the Chinese tin miners have

always preferred the concentration of control over the

management and operations of these mines in the hands
of one or two persons. ‘

(5) ~ Ihe Pok Chow., This form of finance is peculiar
te the Chinese mining community in Malaya. The

Pok Chow is in wany respects similar to the "profit~
sharing" system.

A miner lacking sufficient capital for the finance
of the entire operations of a mine often resorts to the
use of the Pok Chow arrangement as & practical solution.

- Essentially, the Pok Chow is an arrangement
between the miner and the 'Kepala' (representing the -
coolies) for the workers to contract their wages.

Quite clearly, such an arrangement would lessen the
financial burden on the miner, since he no longer meets
the labour costs of the mine. Labour costs, it will
be remebered, are substantial in the labour intensive
Chinese method of operation.

In brief, the Pok Chow form of mine finance
operates as follows. The miner supplies the essential
mining plants and equipment and also lodging. Lacking

sufficient cagital funds, he pays no wages to the

labourers. o operate the mine, the miner makes an

arrangement to the kepala, for the uorkers to contribute

their services without any payment of wages. Frequently,

the labourers have to provide their own sustenance,
though sometimes food may be advanced by the miner

and the costs deducted from the Gross sales of the

‘ore produced from the mine.

The miner recégves his profits (if any) from the
sale 6f the ore produced from ?he mige after deduc?ing
a - preletermined portion per picul oX ore to be paid
' 4o +4be workers as their share of their earnings.

sTias depending on the
i tsrnasively, the miner, ( .
ement m;ge vith the 'kepala‘') may buy the tin ore
£ the ‘kepala'.  The proceeds from the sale of the
oizmby the kepala go s earnings to be distributed among

the labourers, while

- 34 =
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ore at a higher market price he buys the ore from the
kepala and the price he sells it in the market.

The miner pays the kepala normally a quarter of
the tin ore price per picul of the metal sold. These
are distributed among the others according to the
number of "Kungs' worked and the degree of skill in-
volved in their jobs as their earnings.

It should be noticed that the miner takes about
15/ ot the procecds from the total sale of all the ore
produced. It will be a mistake to interpret this as
entirely profits for it must be remenvered that he has
other expenditures such as those on fuel and meintainence
of machinery. ‘ ‘

It is clear that wages of the mine labourers vary
with the tin ore price, the assayed value of the ore
produced as well as with output of <he mineral
produced per month. It may be noted that a greater
output of ore may be obtained in mines where the
Pok Chow is in use. This is largely the result of an
added incentive to produce more, as the workers'
earnings will vary with the quantity ot the ore extracted.

Hence, it may be seen that the Pok Chow is an
ingenious way of keeping a mine in operation when the
variable costs of mining operations cannot be met
with by the miner himself. Today, it is chiefly in
this context that the Pok Chow arises in Chinese
mines. It serves only as a means of tiding over
a temporary period of financial difficulties which a
miner may face. From its very nature, it can be seen that
it is a shorit term arrangement. It is seldom used when the

industry is properous or where the tin ore content of
 the land to be mined is high. (a)
a

: The reasons are that on the one hand/few miners wiil
be willing to share his profits with others it it can be helped.
(b) The miner loses control over the management and operation
o1 the mine. (e¢) The miner runs the risk of ruinage of his
land as the Pok Chow encouraged extraction of the ore from the
richest tin areas in the fileld. On other hand, the workers

prefer security of employment and a steady source of income of
tluctuating and uncertain earnings as may vwell be the case under

the Pok Chow.

One observation may be noted in this account of the
tinancial arrangements of the Chinese miners. This is that
they are rarely capable of raising really large mmounts of
capital funds. This seems to be contirmed by the fact that

1On.Q'Kung"equals eight hours of work.
- R
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ore at a higher market price he buys the ore from the
kepala and the price he sells it in the market.

The miner pays the kepala normally a quarter of
the tin ore price per picul of the metal sold. These
are distributed anong the others according to the
number of "Kungs" worked and the degrese of skill in—
volved in their jobs as their earnings.

It should be noticed that the miner takes about
15k of the proce=ds trom the total sale of all the ore
produced. It will be a mistake to interpret this as
entirely profits for it must be rememoered that he has
other expenditures such as those on fuel and mzintainence
of machinery. ’

It is clear that wages of the mine labourers vary
with the tin ore price, the assayed value of the ore
produced as well as with output of the mineral
produced per month. It may be noted that a greater
output of ore may be obtained in mines where the
Pok Chow is in use. This is largely the result of an
added incentive to produce more, as the workers'
earnings will vary with the gquantity of the ore extracted.

Hence, it may be seen that the Pok Chow is an
ingenious way of keeping a mine in operation when the
variable costs of mining operations cannot be met
with by the miner himself. Today, it is chiefly in
this context that the Pok Chow arises in Chinese
mines. It serves only as a means of tiding over
a temporary period of financial difficulties which a
miner may face. From its very nature, it can be seen that
it is a short term arrangement. It is seldom used when the
industry is properous or where the tin ore content ot

the land to be mined is high. (a)
' a

The reasons are that on the one hand/Tew miners will
be willing to share his profits with others if it can be helped.
(b} The miner loses control over the management and operation
ot the mine. (c¢) The miner runs the risk of ruinage of his
land as the Pok Chow encouraged extraction ot the ore trom the
richest tin areas in the iield. On other hand, the workgg§
prefer security of employment and a steady source oif' income of
fluctuating and uncertain earnings as may well be the case under

the Pok Chow. -

One observation may be noied in this account of the
tinancial arrangements of the Chinese miners. This is that

they are rarely capable of raising really large gmognts of
capital funds. This seems to be contirmed by the fact that

10n3'Khng' equals eight hours of work.
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with few exceptions, the Chinese tin industry today is still
composed of a relatively large number of independent concerns
many of which are comparatively smell.

Credit Sourceé of Chinese Miners

Chapter II have traced the disappearance of the early
system of loan supply and advancement, . In their places new
sources of credit supply have developed. These includes~

(1) The Smelting Agencies

(2) The Diesel and Industrial Fuel Distributors
(3) The Timber Merchents

(4) Iocal Engineering Works and Foundry Shops
(5) The Import Agencies , and

(6) The Tin Ore Dealers.

The Smelting Agencies

At the présent period there ars three smelting agencies
through which the entire output of ore mined in this couniry are |
processed. These are the Straits Trading Company, the Eastern
Smelting Company and the Oriental Smelting Company. 4

Of these three it is known that both the older smelting :
companies, the Eastern Smelting and the Straits Trading Companies :
ergage: in the provision of loans to the Chinese tin miners.

These loans are however, as a rule not encouraged by
the Smelters. They are available only to the larger iin miners
who have gained the trust of the smelters and are his regular

clients.

-

loans advanced by the smelters usually range from $10,000
to. $20,000. Security backing must be given for such loans.
These may be given in the form of mine assets such as mining
leases and plant, Larger sums are gometimes provided. But,
lerge léens are given only under exceptional circumstances where
the smeltier have had & long history of dealings with the q;yer

when he is a reputable person. -

loans provided by the smelters are usually of one year
duration tbough the maximum period for a loan advanced is two

years. ’

Interests are charged on the loans provided by the
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smelters. This interst rate is normally 8 per annum on the
value of the loan given. :

-

Loans made by the smelters are repaid by monthly instal-
ments at monthly intervals. This is done when the miner sends
his ore to be processed at the smelters. The smelters (depending
on the arrangement made by the two parties) deducts a sum which
is frequently about §20 ~ $30 per picul of ore processed as the

monthly repayments (cakulated with interst) owed by the debtor=
miner.

!
-
‘
a
N
é
:
i
:
g

It is important to note that the eole aim in the
provision of such loans by the smelters ie not to derive profits
from the interest levied on loans supplied, butjinsure a regularity
in the supply of ore from the miners which is esszential for
the economic operation§ of the smelting works. In other words,
financial aid is provided chiefly with the 2im of maintaining
goodwill between the larger Chinese miners which supply a
substantial portion of thecore processed by the smelters.

Further loans are not given unless the miner is able
to sbow that he is in financial difficulties. In times of
prosperity, the smelting agencies withdraw the supply of such
loans to the loczl miners.

This source of loans is usually available to tke larger
miners. The smaller miners cannot afford the rate of interest
charged and are not able to provide the securities demanded by
the smelterse. Thus, the small scale and marginal miners are
deprived of the use of such loans and are forced to secure their
loans elsewhere.

These loens by the smelting agencies have been & great
boon and help to the larger miners when the whole industry is:
in difficult times.

The Distributors of Diesel and Industrial Fuel

Phe distributors of diesel and industrial fuel in this
country form an important source of credit to the Chinese tin miners
of this country. This arises mainly because of an econouic tie
between these fuel distributérs as the suppliers and the tin &
miners as the consumers of industrial fuel.

- -

An average gravel pump mine consumes about 8,000 -
10,000 gallons of diesel fuel per month. Thus the gravel pump
mines form an important part of the market in Malaya for industrial

fuel. .

Distributors supply a loan to the value of the fuel.
consumed by the miner per month in the form of dieseline. This
is given in advance of payment. No interest are paid largely
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because of the keen inter-distributor competition for the supply
of fuel to the miners. Suck interest free loans in the form of
fuel are of a short term nature. The maximum period allowed by
the distributor for a loan on fuel is 60 days. But the
established miners are able to obtain much longer term loans

form these distributors,

The whole transaction is conducted on the basis of mutual
trust. Fo down peyments are made by the miner.

In addition favourable discounts are also offered by
these distributors. Discounis of % on dieseline and 1% on
lubrication 0il are given to the average miner. .

The Timber Merchan*s and Dealers

, Large quantities of wood and timber are needed in the
oconstruction of the mnining kongsi end the palong. In particular

the consumption of "Jungle Foles" in the comstruction of the

palong is large. The estimated expenditure on timbers in the
establishment of a gravel pump mine is $8,000.

A loan approximetely equal to thie value may be obfained
from the saw millers and the timber merchants. This loan is
given in the form of supplies of wood and timber on credit.
They are given interest free and without any form of security
backing. No .o¥n payments are required.

Svoch credit facilities provided by the timber merchants
are also of i short term nature with repayment due within thirty
to sixty days. ) ‘

'The number of merchants offering such credit facilities
to the Chinese tin miners is not known. But it is generally
agreed by jthe tin miners interviewed that a good number of the
local timb:r companies engage in such rensactions with the
tin miners.

-

The local Engineering Works and Foundry Shops

BB B sk s oo

With ;he excaption of the costly earth moving equipment
and the prime movery which have to beiimported, a larger.parﬁ
of the gravel pumping equipment such &8s the gravel pump itself
and the wuter monitors are locally manufactgre@ by.Chlnesgvowned_
engineering works. Thess local firms specialize in the production
of gravel puups and other mining machinery.

It was seen that a large part of’th? in%tial'capital .q
outley of Chinese gravel pump mines are speat in fixed tnvg:tien
in %he purchase of machinery a.nd_p}af;f..L M?f‘.! ;h:.; a:m;xim ; vgded
$10,000 worth of machinery and squipmeni m&y de locally p
by the engineering works and foundry shops.

- 38 -
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Machinery valued to this amount are provided in advance
ol payment to the tin miners by many of these specialist firms.
Yo down payments are necessary and the transaction may be regarded
as an interes% Iree ioan irom the engineering works.

A
i

The whole transaction is again performed on the basis
of mutual trust in the business integrity of the miner.

The period of the loan is frequently indefinite and
variable. To the newcomers to the indusiry such lLoans are
given to a maximum period of two months. But with the older
tin miners the loans stretch over a indefinite time period.

It is certain that not all the engineering works and
foundry shops in this country engage in the provision of such
loans to the tin miner. Such credit are offered chiefly by the
larger of these tirms particularly those specialising in the
manut'acture of mine machinery.

In the tin mining state of Selanger alone, it is certain
that at least thirty such local engineering tirm: engage in
loan advancement of such a nature to the tin miners.

Import Agencies and the Agency Houses

The importers of mining equipment arnd machinery consist of
large European managed firms. TheSe large importers of mining equip-
ment supply the two most importgnt pieces o1 machinery - the two
Prime movers to the Chinese miners. These two pieces ot machinery
cost the miner about $4U,UU0 when news

These prime movers are provided by the import agencies
on a hire purchase basis. In other words as differentiated irom
all the other sources of credit discussed, the importers of
machinery require a down payment before the machinery is deliversd.
This down payment is approximately 23% of the value of the machinery
bought. This payment may be regarded as some iorm of security
on the machinery advanced on credit by the import tirms.  The
balance of the sum outstanding is repayable usualily in 12 to 1¥
monthly instalmeptS.¥ith a maximum of 24 monthly payments.

An interest rate of 10U to 12 percent is also levied.
Hence it may be noted that the importers of mines
machinery while controlling the supply of the most vital pileces

of machinery of the tin miners offer credit terms much less
favourable than the other sources of credit discussed earlier.

[ 4
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The Specialist Mines angd Plantation Suppliers

» There are the large hard-ware cum grocery shops. They
are the direct descendants of the early provigsioner-advancers
discussed in Chapter I.

Such firms as implied by their names cater only to the
needs of the tin miners and the planters. The articles they
supply range from tood items to o0dd pieces of cables and pPipes.

These mine suppliers chiefly supply the miners with
food and provisiorns. The average consumption of rice in a mine
of 40 workers is 1% tons per month, The food bill averages
$1,500 per month or about $3O/L per head per month.

Such needs are supplied by the Mine supplier on credit.
This takes the form of a loan to a sum agreed by the miner and

.the specialiest firms. This arrangement enables the miner to

draw out goods on account for the period of the loan, No
interest is charged on theloan provided. Such credit extended
by these specialiet guppliers are of a short term nature, the
loans usually given for g period of two months.

The Tin Ore Dealers

In 1963 there were 78 licensed tin ore dealers in this
country. The majority of the Chinese ore dealers are actively
engaged in the provision of ioans to the tin miners. These
loans are especially directed towards the small scale miners and
the marginal operators.

Loans advanced by the Chinese tin ore dealers today are
usually not larger than $10,000. Often the sum loaned to the
miner is below $5,000. -

These loans assume varied forms. vThey may be in the
form of goods or food provisions or diesel fuel. More frequently
they are in the fogm of cash.

‘ Almost all of these loans are unsecured. The
transaction is based on the basis of trust in the minors honesty.
However the dealer states a condition that the debtor miner must
abide with. This is that the debtor miner must deliver the
entire ore output from his mine to the dealer.

2Bulletin of Statistics Relating bthe Mining Industry
°f Malaysia, 1963. Page 34.
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Interest rates of varying amounts are also charged.
Frequently they may Ye as high as 20% and may be concealed in
the form of various pa¥ments which the miner is forced to agree
to before the loan is given.
! N
iThis high rate of interest on loans made by the tin
ore dealers is possible mainly because the =mall miner have no
one else to turn to for cush or monetary loans.

Ig recent years however, the rate of interest on loans
provided by the ore dealers have been lowered. This is due to
the keen competition between the ore dezlers for the ore produced
by the tin miner. This has led the ore-dealers to lower their
interests on loans in the hope of gaining the supply of ore from
the mine.

7 ans by the tin ore dealers are gradually declining
in importance~. This is largely the result of several factors,
the most important of which include the increasingly commoness
of default and dishonesty among the small time tin miners; and
that today, there are less attractive returns in the Form of
interest payments for the loan advanced by the ore dealers as a
result of the rising number of marginal mines and the insecurity
of operations as a consequence.of ceaseless leasing and sub-
leasing of mining titles.

Several observations may be made in the sources of
credit supply of the Chinese tin miners in Malaya today.

Loans in the form of cash and monetary payments are
less common. _ Generally the supply of cash loans are limited to
the smelters and the tin ore dealers. These cash loans are of
limited and often small amounts. In the case of the smelting
agencies the loans are available only to the larger and established
miners for, as a general rule they do not encourage loans to the
small-time miners.  In the case of the ore dealers loans are
‘of small amounts and are directed mainly at the small scale
gravel pump miners. In recent »years, even these limited capital
funds opened to the smaller miners have been on the decline.

Loans to the Chinese miners today thus are largely in
the form of kind. These include the loans on timber, fuel,
machinery etc., by the respective specialist firms.

; I% should be realized that such lbans are given only
because the tin miners' well-being are important to the economic

3See;lvir‘;’!ip Yat Hoong - 'The Marketing of Tin Ore
in Xampar' - Malayan Economic Review, October, 1959.
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Certain basic features of the system of loan advance-
ment of the early miners have been retained. The most unique
feature of which is that loans both in cash and kind are based op
the confidence in the miner's business integrity as no security
backing are demanded (except in the case of European firms).
Arising from this feature the main defect of the early system of
loan supply have not been eliminated. This is that new-comers
to the industry and the di s¥fPted miners will experience diffj-
culties in securing credit facilities that are available to the
established tin miners. It is thought that largely because of
this that many a Potential miner have been discouraged from
entering the Tin industry.

It would appear that the disappearance of the most
important class of mine advancers of financiers, the merchants
and the opium farmers have not been replaced by a new class of
mine advanters of any importance. It is believed that it is ‘this
lack of sufficient credit ang finance through the provision of
monetary sums of a large enough iature that have caused the high
rate of Mortality amongst the smaller Chinese mining concerns.

It has also hindered the expansion in the scale of operations
of many mines.

. Two reasons may be given for this lack of an adequate
supply of monetary and cash loans. :

 The supply of mining land have gradually decreased.
In the words of Mr. H. Dalton Brown," "The greater part of Malaya's
tin oie reserves lie around the areas which have been previously
mined"*.  The implications of this sterk fact are great. Today
among the Chinese there is a general bslief that the tin industry
is approaching its end. Whether this is true on:not is still
- conjectural as many factors such as the rate of @emand as well»as
the rate of prospeciing and exploration of new tin resources
have to be taken into account. However, this belief has had
the misfortunate effect of causing a shift of loanable funds to

other lines of investment.

Further more, there is also the tendency of a channeling
i i i ingly important
of funds and private investment to an increasing
seotor of the Malaysian: economy namely the Consumer geods and

r

‘4The Straits Times, May 28th, 1964.
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industrial sector. This rise in the investment opportuhities
in the consumer goods sector have contributed to the neglect of
private cash loans to the Primary production sctor. In Malays

hence, private cash loans for the Chinese tin miners are
increasingly scarce. : S

Bank Credit

?hroughmut: the period of economic bistory, Banks have
rlayed leading toles in the development of industries.

This has not been so in so far as the Chinese tin
industry in this courtry is concerned. At no time have the
commercial banks played an active role in the development of the
local Chinese tin industry. However the same cannot be said
of the Buropean tin mining enterprises.

Until the achievement of political independence in
1957, the largest banks in Malaya were foreign owned and managed.
These were the branch banks of the large banking corporations in
the United Kingdom. These banks mainly "the big four" the
Chartered Banking Corporation, Mercantile Bank, Eastern Banking
and the Hong Kong and Shanghai Banking Corporation had the control
of the majority of the money deposits in this country. Hence
their credit povwer exceeded any of the few locally ovned banks in
the pre-Independence era.

. These four largest banks have not provided any form
of direct finance to the Chinese tin miners. It should be again
emphasized that this is not to imply that their credit facilities
were not opened to the European miners. Indeed without their
finance the European tin industry would not have developed as
fast a rate as it had. But these same cfedit facilities that
the banks have provided to the Western mining enterprises wers not
extended to the Chinese tin miners.

, One reason is historicale It must be realiged that
the sole aim of their establishment in this part of the world was
to meet the needs and the demand of the foreign tin mining
enterprises and the planters for stable financial institutions .
and banking facilities in an area where local monetary institutions
were few as well as insecure. Hence until the recent past these
banks were in Malaya only to serve the needs of tke foreign .
enterpreneurs and not the local businessmen including thgtphlnese
tin miner. As a result these banks were mostly if not entirely
interested in short term lending to the forgign enterprises in
the export industries in tin and rubber. hu;h as the Chinese
t+in miners were an importent_part of the tin indusiry of tlkis

country they were neglected. .

In one line, these banks Were not here to do business
with the local Chinese tin miners.

JSee Edward Nevin. 3CaPita1 Funds in Underdeveloped Couniries
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Secondly, partly on account of their hi i
the foreign banks adopted conservetive and tradiiisggizgaii;id
bankihg practices. Rigid rules of credit worthinegs were.demanded
Rules of credit worthiness which even the majority of the largest )
Chinese tin miners could not hope to satisfy. In other wofds
loan advancement to the Chinese tin miners who Were unable to ’
s8ati~fy the rigid oredit rules demanded by thesé¢ bankers were
3nsidered unprofitable and unsound banking propositions.

rigins,

Iittle wonder then, that the local Chinese tin miners
were forced to the other sources of credit deecribed in an earlier
section. Hence there is some substence in the compliant by the
Chiness tin miners that vuey have been discriminated against.

Now, it might be thought that with the ackievement of
political independence in Malaya, with the rise in the number of
local banks and with the establishment of a central bank this
situation of concentration of loans to foreign enterprises and a
general neglect of the credit needs of the Chinese miners may be
corrected.

This is what it would appear at first glance. First
of all the number of commercial banks in this country have
increased rapidly over the last four decades. At the end of
1964, there were 43 banks in Malaysia with 378 banking offices all
over the country. Of these twenty-two are local banks while
twenty~one are foreign banks.®

Secondly, it would be reasonable to asmume that with
the establishment of & central bank of Malaye the attitude of
the foreign banks toward the local borrowers may be changed.

To a certein extent this has been done. Mainly
through moral suasion by the central bank loans to local business—
men have greatly expanded.

The Chinese tin miners have however benefited little
from this development of an extensive banking system. From
Table VII it may be seen that the mining and quarrying industries
recoived in 1964 only about 26 of all the loans and advances made
by commercial banks. It should also be noted that this 24
is shared with the quarrying industry. Further, it is also
known that a large proportion of these loans were given mainly to =
the Iron mining industry. The Chinese tin miners thus, received
a minor share ¢f bank credit given to the mining gquarrying indusiry.

Ioans ‘by the commercial banks to the Chinese tin miners
have to be secured. Mining assets are not sonsidered good
security. This means thet loans to the tin miners must be
secured with non-mining assets such as property holdings. This
has in effect placed bank credit beyond the reach of the smell

scale miners.

GCantral Bank of Malaysia Report 1964. Page 33
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Interest of between 5366 and 10.8% i
oTes : o8 per annum is
charged. (This interest rate varies with the monetary pelicy
adopted by the Central Bank of Malaya and in general, with
:?e Bank of Pngland_ratee) Interest on loans to the Chinese
n miners are however not any higher than tho i
other debtorg. e 59 pedd Dy the

The size of Bank loans vary chiefly with the value of
the security offered. Usually, the commercial banks advance
loans up to 50k of the value of the meocurity offered.

It can be seen that the Chinese miner can draw on the
oredit facilities of commercial banks so-long as he stakes his
personal properties and non-mining assets as security for bank
loans. Principally because of this and the fact that banks charge
the commercial benk rate of interest on loans deprives the - '
small miner from the use of bank credite. :

Thus bank credit even today plays a passive xole in the
finence of Chinese tin mining operations.  Why?

. The demand for loans from the miners have not been lack-

ing that they have not been satisfied largely lie with fact that
Chinese miners are unable to provide sound securities demanded
by the orgenised modern banking institutionse. '

More important, commercial banks have not been actively
encouraged to provide loans to the Chinese miners. This is
& result of & shift in the government's policy from heavy
dependence on primary export industries to consumer goods
industries. The defects of heavy dependence on tin and rubber
have been recognised and there is hence much greater emphasis
by the government in industrialisation and the diversification
of the economy. To this end, commercial banks through direct
and indirect persuasion from the government &nd the central
bank have channeled the larger portion of their loenable funds
4o the creation and the finance of pioneer industries.

-
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TABLE VII

CLASSIFICATION OF LOANS AND ADVANCES OF

t_F-2 2 1t -2t f3-F-3-3-3 1.3 % -t 3 3-£-3 32233 4-3-4-3-7-3

COMMERCIAL BANKS 1964

31st Dec.1963

R T e S A I e s S

30th‘June 164

~X03 338 3 T YR

31st Dec. '64

Purpose R % of . 4 of . % of
Potal Potal Total
Agricul ture 114.2| 5.9 | 115.0| 5.5| 126.4] 5.9
gﬁiﬁfﬁig 42.2| 2.2 38.4] 1.8 3.3 1.6
Manufacturing 186.8 9.6 266.7| 12.8 282.87 13.1
Construction 110.2 5.7 125.2| 6.0 190.4| 6.5
Commerce 1,002.4 | 51.5 983.1| 47.2 99G.,2| 4645
Professionals |
iﬁiﬁiﬁiza 30604 | 15.7 | 346.7| 16,7 | 344.1| 16.0
étheré 182.2| 9.4 | 207.2| 10,0 | 244.0| 10.4
Total 1,944.2 | 100.0 |2,082.3/100.0 |2,151.2}100.0
Sources Central Bank of Malaya Report 1964.

g E?ﬁ:gﬁ??g%"‘z



. CHAPTER V

CONCLUSICN

The C?inese tin industry in Malaya develored as the
result‘of the rise of an external demand in the Western industrialised
economics for tin as an industrial metal.

This external demand for tin has in the nineteenth
century, generated investments in tin mining by the emmigrant
Chinese in this part of the world. Until the early decade of
the present century, these early Chinese miners accounted for
the largest share in the mineral produced in Kalayza. Their
contributicns to the country as a whole cannot be over emphasized.

But, while the demand for the metal bas come from abroad,
the finance needed in the development and exploitation of the tin
resources in this country by the Chinese has come from the Chinese
community itself. The development of the Chinese tin industry

" has been thus largely 'autonomous' - in the sense that operations
"were self-financed by the Chinese themselves.

The source of their finamce have been drawn from within
the Chinese community themselves. It was seen, that to exploit
the tin resources of this country, these miners have drawn on
chiefly the funds of the wealthier classes of the community and
from the firms that are directly and indirectly invelved with
the mining of tin. These constitute, to borrow a term
the *unorganised money market', for the miners in this country.
1t is from this unorganised money market that the Chinese tin
miners sought their finance and their credit. The price they
paid was, as noted, high. Nevertheless, without these merchants,
ore dealers end provisioners, the Chinese tin industry would never

have got onto a start.

To a certain extent, while the old system of credit supply
and loan advancement have broken down, the situation has not .
greatly altered today. . oo

Despte a parallel growth of Banking and Financial
ney-market, with the

Boﬁées - the ingredients o1 an organised mo ; v
growth or tke Chinese tin mining indusiry, such fac111t19§ as
offered by these modern Institutions of Finrance are not within

the reach of the majority of Chinese tin miners especially tke
marginal miners for reasons We have already noted.
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. Thus even today, the source of finance and credit ig
8till drawn from a wide assortment of specialist firms dependent
on the Chinese tin industry for their economic well being. In
other words, the chief sources of finance and credit of the
Chinese tin miners are still limited to those people and firms
having an economic tie with the industry.

The locans provided by these firms with one or two
exceptions notably the smelters and the ore dealers are in kind
rather than in cash. They are also of limited size. Nevertheless
it is only through the use of such non-monetary loans that the
operation of marginal mines, that would have been otherwise
abandoned, are possibls. Therefore, the importance of these
creditors and the psrt played by the unorganised money market
in the tin industry should be realiseds For, until such time
that small scale Chinese tin miners are able to meet the stringent
rules of security demanded by the large number of Banks in this
country, these creditors and advancers will continue to be the
chief socurces of credit and finance to a large majority of the
Chinese tin miners.

It is interesting to note that the Chinese tin miners
‘who have played a significant role in the development of the
industry and indirectly in the economic development of the
country, (through export duties on the ore) have to date, no
financial institution that is sympathetic to their increasing

needs for cashe.
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APPERDIX B
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APP SKDIX C

Lampanning or Ground Sluicinz

This is the most popular method of ore extraction amongst
the indigencus miners

7 Stanniferous soil is extracted with the means of hoes and
dumped into a ditch through which water flows in from a nearby
Wwater source. Stannifercus matﬂrlallpey broken up with hoes to
free the tin concentrate from the earth. The Slurry produced is
then driven down the ditch with wooden spades. Tin concentrates
are collected from the floor of the dltch. (Tin retention ditches
are built at regular intervals.)

The chief defects of this method are:

It is a wasteful method as often the disintergration
process vas incomplete.

Further, its large use of water also limited it use
in areas with close proximity to streams.
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