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FOREWORD BY THE EDITOR

The major part of this work is a study of facts. It is, however,
almost impossible, and doubtfully desirable, to eschew all.
interpretation ; the mere selection of facts and their arrangement
may Be a partial interpretation.

The Committee has been at pains to see that the selection
of facts from its records should be objective. In so far as
judgments are expressed they are the collective opuuon of the
members of the Committee only and’ not of the Governments
whom they represented.

The work has mainly been compiled by membere of the
Committee and its staff, but help which is gratefully acknowle<”ed
has been received from outside sources. Use has also been made
of Dr. George Rae’s paper to the Royal Statistical Society on
the “ Statistics of the Rubber Industry,” and of various publi-
cations of the U.S. Department of Commerce and of the Rubber
Growers' A”ociation (Incorporated) in obtaining some of the

statistical and other general information.

A word may be added as to the arrangement of the book,
which presented certain difficulties. Chapters V, VI and VII,
contain mateiial which could not well be omitted from this
work, but they might be regarded as an intemapti'*n in the
narrative by the general reader, who may find it t"asier to
understand the subsequent history if he proceeds from the
general outline of the Regulation Agreefiient Chapter IV

to the beginning of the- historical matjer in Cap*/r VIII.
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The Intemtional Rubber Regulation Agreement was signed in
London on May 7, 1934, and the Regulation Scheme, which came
into force on June- 1, 1934, was, to remain in force until
December 31, 1938, as a minimum period. The Agreement was
renewed on October 6. 1938, until December 31, 1943, again as a
minimum period. The Governments of the United Kingdom, the
Kijtgdom of the Netherlands, and India, the remaining signatories ,
having decided to contiuue the International Rubber Regulation
Agreement for afinal period until April 30, 1944, the Regulation
Scheme and the International Rubber Regulation Committee came to

an end at that date.



INTRODUCTION

It is a common but mistaken belief that schemes to control
the price, production or marketing of raw materials or foodstuffs
were the offspring of the great depression. The history of
coffee control, which in the past has probably been the most
uniformly unsuccessful of all commodity control schemes, goes
back as far as 1917. Between the end of the Great War and
the onset of depression in 1929 experiments had been made in
the control of wheat, sugar, petroleum, copper and tin as well
as coiee; and rubber had been the subject of more than one
experiment in contro!

The schemes of the twenties were for the most part the
aftermath of the war, which had created new sources of supply
or producing areas, in some cases because war required larger
supplies than peace, in others because consumers were cut off
from their normal sources of supply by the shortage of shipping.
There was, therefore, in most of the above commodities excess
production after the war—in the sense that the world was
producing more than the world was at the moment organised
to consume ; it is at least doubtful whether more was being
produced of any of the commodities in question than could
liave been consumed with profit to the world economy if the
problem of distribution had been successfully solved.

The attempt of particular commodity producers to protect
their own special interests by restrictive measures, rather than
by allowing the adjustment of supply to demand to be effected
by the slow and cruel play of market forces, was at least as
natural and defensible as the attempt of manufacturers to deal
with a similar problem of excess production of manufactured
goods by new and better tariffs.

It may further be conjectured that commodity control was
an answer, even though not a perfectly articulate or wholly
conscious one, .to the growing tendency of manufacturers who
were the immediate consumers of the commodities to combine in
monopolistic groups for the control of prices ; successful operation
by such groups or cartels generally, if not necessarily, meant
a restriction of production and was therefore opposed to the
interest of their raw material suppliers. Counter restriction
commended itself as a measure of protection against protec-
tionists and the users of devices in restraint both of international
and domestic trade.



But if the great depression did not bring restnctive schemes
to L h, it brought some of them to rebirth, and it greatly
stimulate exponents in control. The same forces were
operating as in the period immediately following the war, and
wkh greater intensity. Once again more was being produced,
or w i capable of being produced, than could be consumed
in a world in which efiective demand was shnnkmg m an alarming
degree and the whole machiner} of mtemational trade was
threatened with almost complete paralysis. There was a senous
danger that temporary sutplus capacity m many commodities
might become chronic, thanks to a general search for national
security in self-sufficiency and the savage restriction of imports.

Primary producers were punished twice over. A falling
demand unaccompamed by an immediate decrease in production
inevitably meant falling prices and a serious inroad into profits.
But the fall in prices was not merely an absolute and unpleasant
factor in the situation ; the price level of primary commodities
fell much more steeply than the price level of manufactured
goods. The producer obtained less money for his product and
had to spend much more to acquire the manufactured articles
which he needed or desired. Part of the discrepant movement
in price was certainly due to the fiscal protection which most
manufacturers had been accorded and which was increased, both
in area and degree, as depression deepened, and to the power
freely exercised, to enter into agreements for the avoidance of
competition and the maintenance of prices. As in the twenties,
therefore, commodity restriction commended itself as a
defensive counter-measure.

In a laissez faire world the two blades of the scissors, raw
material and manufactured article prices, would have tended
to close by a fall in the latter to correspond with the precedent
fall in the former. One blade was apparently fixed, and it was
certainly immovable without wage changes which would have
involved dangerous social friction ; the rigidity and maladjust-
ment might be cured by a movement of the other blade, and it
became commonly accepted policy, particularly in the United
States but also in Great Britain and the Empire, to take action
designed to raise the prices of primary products. An obvious
way of attaining this object was to create an artificial scarcity.

There were various ways of producing scarcity. One was the .

physical destruction of the product, and the burning of coffee in
Brazil IS the most flagrant example of converting plenty into



scarcity. Another was to buy up and withhold stocks in the
hope that they could be unloaded in time of shortage—the
method of the stock-pile ; this had been tried, without success and
at great cost, for Brazilian coffee before recourse was had to
destruction. It was tried and abandoned by the U.S.A. for
cotton and by Canada for wheat. A third method was to apply
the remedy at an earlier stage by direct restriction of production,
and it was systematically used by the U.S. Government, after
trial of other methods, in the case of wheat, cotton and hogs ;
farmers were paid not to grow. This method was successful in
raising American prices but stimulated production, especially of
cotton, in other areas.

Cuba had tried to deal alone with excess sugar production by
restricting its own output, and had failed, between 1925 and 1930.
The great depression gave birth i 1931 to an international
scheme of giiotas which came to an end in 1935 and was succeeded
by a new international agreement in 1937.

Rubber was one of four major commodities which were
internationally controlled and regulated at the outbreak of war
in 1939, the other three being tin, tea and sugar. All the factors
adversely affecting the price of other primary commodities were
fully operative in the case of plantation rubber. Furthermore,
excess production, actual and potential, was aggravated by two
other factors not generally affecting other commodities at the
beginning of last decade, though restriction, if its natural
operation had not been changed by war and preparation for war,
might in due course have produced them. The'first was that
the Stevenson Scheme had stimulated planting in areas where

. ithad not operated,and particularlyintheNetherlandsEast Indies.
The second w'as that the high prices realised just before the
breakdown of that scheme had stimulated research as well as
planting, with the result that high yielding trees had been
extensively planted, and one.acre of good plantation land could
be relied upon in the future to produce two and a half times
the average good yield expected a few years earlier. The rubber
grower was therefore faced not only with that kind of over-
production which was involved in general slump conditions
but by what might be called technological excess capacity.
A new manufacturing process may quickly render existing
madiinerj' obsolete and so remove higher ‘cost production ;

« the improvement in planting material and technique'did not
put the older plantings out of operation but merely hastened



[ fhpv would be replanted, with a further increase
the day w The sccond burden might have been
Srnrf-indeed, would hardly have been a burden-under normal
Seditions, because it was accompanied by a corresj«<ndmg
decease 1IN the replanted or newly planted areas, of the cosl
of production : the synchronisation of general and si”ecia excess
capacity, threatened tb produce widespread distress and bank-
ruptcy if no remedial measures were taken.

Some at least of- those responsible for the institution and
administration of rubber regulation have never regarded any
form of restriction as better than a piS oiler. It is plausibly
contended that restriction can be no good for anything but a
passing phase of overproduction, if only because it inevitably
tends to maintain the high cost producer who ought to be
eliminated, painlessly or painfully, by competition, and it has
been pointed out that the various restriction schemes established
or re-established after 1929 were nearly all in industries which
were already suffering from excess capacity before the onset
of the major depression.* That was admittedly the case in
rubber, and natural forces might have corrected the situation
without any special hardship to rubber growers had they been
operating generally in the world in which the rubber grower |
had to live and maintain himself ; as things were what seemed »
good to those interested in protecting the producers of coffee,
cotton, sugar, wheat, copper, tin and tea could not seem af
nefarious practice when adopted by those interested in protecting
one of the chief industries of Malaya, the Dutch East Indies and
Ceylon.

Overproduction is, of course, a relative term. There can
be no doubt that there was overproduction in rubber when the
commodity was selling at less than 2d. a Ib., as it did in 1932,
for that is less than the cost of production. But overproduction
in that limited sense was not confined at that unha]3py period to
rubber ; the tremendous fall in prices, and the widening gap in
the scissors, stimulated production of many commodities because ;
individual producers hoped to make up the loss in. unit prices ;
by an increase in the number of units sold.

The question of productive capacity related to absorptive *
capacity in the future is much more complicated. The question’;
has to be posed in terms of the future, because a rubber tree *

‘“u.w.F. Rowe: " Markets and Cambridge University Press, i



»ostch«( [ -find
which art
The pftjcals and is only soluble in a few substances, among
jnay jtroleum and aromatic hydrocarbons,
to v/atf'~ical'propcrties of rubber are well-known; among them
;s mOjfRentioned its elasticity, resilience and impermeability
is iyr. Of all rubber’s properties, however, the one which
t important and, at the same time, most characteristic
elasticity. By virtue of this property rubber can be
tched to many times its normal length but will always
egain its normal size and shape.

The applications to which properties of rubber lend themselves
:are so varied that there is practically no phase of our modem
(civilization in which they are not used. Rubber is, in fact,
jan “ indispensable."

[historical.
Rubber was first discovered by European civilization nearly
years ago and is a gift from the New World to the Old.
; first European to become acquainted with this wonderful
stance was Columbus, who, during his second voyage to
erica in 1493-1496, found the natives of Haiti playing .with
is made from the gum of a tree. Although some of rubber’s
properties seem to have been known and appreciated by the
early explorers—we read of the Sfanish troops in Mexico, about
a century after Columbus, using rubber to waterproof their
garments—it was not until nearly 250 years after Columbus
th'-t Europe seemed to realise the remarTcable properties of rubber
and the uses to which it could be put.

The French were the pioneers in studying the properties of
rubber and its manufacturing uses, and they brought the first
samples of rubber to Europe just about 200 yecirs ago. The
real discoverer of rubber, then, may be regarded as Charles
de la Condamine. the French scientist who, in an adventurous
expedition along the course of the Amazon in the years 17"
1744, collected samples of rubber and sent them to France with
a description of how they had been obtained and also of the
rubber tree, Condamine also investigated the uses to which
rubber was put by the Indians and their methods of w"orking
with it. He recognised some of the possibilities to which rubber
could be put but he also realised the difficulties of applying native
metho'ds of manufacture to late?f in Europe, as it would be
impossible to transport Ugiiid latex such great distances wit>""i
coag ' on.
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jot problem in rubber research theicfore was to find
~joich »ans of dissolving the rubber formed by the coiplation
*  ftie or alternatively a method of preventing the
~ay  tion of the latex. The former alternative was the first to
to via“lovered. Some twenty years after tlie first rubber reached
is Herissant and Macquer discovered that turpentine
is iti as a solvent, and some time iater Macquer demonstrated
fiat purified ether was an even better solvent. But it was not
until about fifty years after Condamine’s discovery that Fourcroy
found that the coagulation of latex could be prevented by the
addition of an alkali. It is interesting tf'-note here that
Fourcroy's discovery, like that of Thomsc e fifty years
later, was completely overlooked by later rest porkersi and
about forty years after he had made the discover, j find Hancock
and Goodyear abandoning some of their expei jieais ov/~-'' to
their inability to obtain uncoagulated latex. Iif fact, it is oiily
within the last thirty years or so that the preserving of latex by
means of alkalis has been done on a commercial scale.

While this research work was being carried on in France, other
European scientists had become interested, and by the beginning
of the 19th century many of rubber's now well-known properties
had been discovered. Botanists were also- busy investigating
the rubber-bearing trees of the New World, and looking for them
too in the forests of the Old—not without success, for it was
found that the Ficus dastica of the Malay Archipelago was
also a rubber producing tree. '

In passing it may be noted that CondamsAe called the new
substance Caoutchouc, which was the Fretich pronunciation. -»
the Indian name. This name or its variations is stiU
in practically every Continental country’ with the exceptiq
Holland, where the EngHsh name R ubber—pven t(*"
substance by Priestley on account of its roencil-erasing

is used. j failures,

With the coming of the 19th centu overed_ it is his name
passed from the laboratory stage to the ~.at rubber plantation
England that the rubber industry was t,"” * .
years after Waterloo. The man who ca‘a”xpedition is wjjl*nown.
of the industry was Thomas Hancv * is that he diji®ot, as is
patent to manufacture from nib”™ rubber seeds><iut of Brazil.
Shortly after Hancock had sta* contained Jo/ a memorandum



Charles Macintosh, took out a patent >n lor the manufacturr
of ntbter-prooied fabrics. This was foUowed m 1828 by the
establishment by HaJtC(«k of a rubber factory m f.rance ; four
years later, in 1832, the first American rubber factory was
opened by Haskins and Chaffee. =

An early manufacturing discovery by Hancock was the process
of Mastication, in which crude rubber is passed between heated
rollers and in this way becomes more plastic and workable.
The discovery of this phenomenon was of great benefit to the
early rubber'manufacturers, but it was soon apparent to them
that their inw ' trial was a difficult one to work with. It had
in fact two m .ects :

(1) hotV er makes crude rubber soft and sticky ;
cold *..~iher makes crude rubber hard and brittle.

Theb™two defects were so serious that they threatened the
whole commercial future of the industry, and many of the
concerns which had commenced to manufacture rubber goods
went bankrupt in a very short time. What may be termed the
second fundamental problem in rubber research had to be solved,
and research workers in both worlds were busy trying to over-
come these two great defects.

This research work was crowned by success when in 1839
Charles Goodyear, in collaboration with Nathaniel Hayward,
discovered in America the process of Vulcanization, a process
which was also discovered two years later by Thomas Hancock

England, '

rubber this process crude rubber and sulphur are mixed intimately
present ?ther and heated to a certain temperature ; an improved
and tree -rial is then obtained which is stronger, more elastic and better

of al"® withstand heat and cold than the original crude rubber.
brasUiensis"S propoirtion of sulphur added it is possible to
with the reast 1 “®@>m“ 8“ elasticity.

among others the ultoese two processes revolutionized the
tree of commerce. The coifS~on discovered that by sprinkling
varies, but the dry solid he scJaps of rubber during the process of
95 per cent of the pure hydn, and sulphur .were more intimately
mass has been obtained by tha.canization.

rolled and dried and placed on th'calrazation the rubber uidustry was

Crude rubber IS an elastic snd England. Although its growth
chemical and physical properties.
~'rom the chemical viewpoint cn”
th resins.



was slow at the beginning it expanded steadily, especially after
the turn of the century. It had yet to receive the fillip which
was to make it into one of the world's .greatest industries ; the
pneumatic tyre, the greatest user of rubber, was ‘vented in
1888 by a Scottish veterinafy surgeoti called Dunloi. ‘ho had
his practice in Belfast.* ' \mei.

Dunlop’s invention has proVjably ,done more to devthe eriu-
rubber industry than any oUier event with the exceptgested
Goodyear's discovery of vulcanization. The pneumatic -‘arts
was an instant success and contributed greatly to the comtme
and the development of cycling ; within a few years every bicycli?
was fitted -with the new tyres. The motor-car was in its infancy,
and here again was a new market for the pneumatic tyre—
a market which was soon to be rubber’s greatest. The fi»'st car
atted with pneumatic tyres was put on the road in 1895.

The tyre industrj’ started in Dublin, but in a few years time
the citizens of that dty objected to the obnoxious smell of the
rubber factory, with the result that the Dunlop Company moved
across the Irish Sea and established itself at first in Coventry and
later in Birmingham. Meanwhile the patents had been acquired
in America, where the rubber manufacturing firms were soon
turning out the new tyres to be fitted to American cycles
and automobiles, and as the automobile industry has grown in
the U.S.A. so has the rubber tyre industry.

The Rubber Gkowing Imdustry.

We have up to now been considering the development of
the rubber manufacturiij, tindustry, but there was also as striking
a development in rubbei"production—again the birth of a nr-»
industry, and this will be considered below.

W m Rubber. -mome 134

As we have seen above rubber was first disc&zil, and in
Columbus in Haiti and used by the Spaniards in thei seedUngs to
in Mexico, while conirie.cial rubber was first obtn being failures,
Amazon Valley, wher™ Condamine discovered ind it is his name

across the South American continent. _at rubber plantation
Attention has alsb been drawn to the im-

brasiliensis as a ru”~er bearing tree jj wdKfalown.

of the Ficus ej"\stica. There are (WJ<not, as is

«  ThepneuiuaticKi had been invented i rubber seedly<5ut of Br~il.
Thommson, but the i +>as before its time (.,,,,tained a memorandum
age “ was the reasr ~Dunlop s patent



producing plants and ihe most important of these, with their
natural habitats, are givt;n below:

Prlant’ Desvcrip- Habitat.
j T tion.
He' Tree Amazon Valley.
r* AN0a elastica oo, Tree Central & South
[dASTY America.
rollers giadovii (Ceara) ..- Tree North East Brazil.
~icus elastica v Tree  South East Asia.
Funtumia ehstica . Tree Africa.
Landolphia spp. . ) \Wine Afr?ca,
CUtandra spp. Vine Africa.
Cryptostegia grandifiora Shmb  Madagascar.
Parthenitm argentatum
(Guayule) e Shrub  Mexico.
Kok-saghyz taraxacum Herb U.SS.R.

With the exception of the last two, nam.ely guayule and the
Russian rubber plant, it will be observecj that ~ the rubber
bearing plants of commerce are found witlain a belt 28 degrees
north and south of the equator.

Until the rubber plantation industry started at the end of
the 19th century, the entire rubber supplies of the world came
from wild sources, and the rubber which reached the world’s
markets was prepared in the primitive -native fashion. As
will be seen from the above geographical distribution, practically
all the world’s rubber came from South America and Africa ;
and in fact until the introduction of tW pneumatic tyre with its
attendant increase in rubber consumplion South America alone
p t'ovided most of the world’s requiremjmts.

a > introduction of the pneumat)c tyre and the coming
,to Votor-car created a very large remand for rubber, and
sources could not satisfy it. This is not
wi B,5t'i°“Ken it is realised that in tI~ Amazon Valley, for
™ obtartva™'j?h there are millions of rubber trees they
The coroff" inaccessible .forests, so that there
».hher industt/ fowr trees in an acrt of forest. A tapper
r~fiwdeted sulphtiy can therefore onljv relatively few'
»«licalion the .“ d as the number \favailable tappers

i Sed for the lot be rapidly incr«LA(j,
Alter the di ‘vet"”~de the “ wild ft ~ber producing

* firmly establish Am.suffiaent rub!



demand, and the rubber manufacturing industry w<i more
faced with a lack of raw material; the situation was saved by
the progressive arrival on the world market of rubber from the
Far Eastern plantations.

Plantation Rubber.

It is said that the first suggestion to introduce the American
rubber bearing trees into the Far East was made at the end
of thfe 18th century, and in 1855 Hancock seems to have suggested
the possibility of developing sources of rubber in various parts
of the world. But it was not until 1872 that anything was done
in the matter. In that year reports on the possibility of
cultivating rubber in the East, which had been made at his
request,” were submitted to Sir Clements Markham of the India
Office. Markliam, who had previously been responsible for
establishing the cinchonaindustry in India, at once arranged
for seeds of the various South American rubber trees to be
obtained.

The first result of Markham's activity was the delivery
by a Mr. Farris of 2,000 Hevea rubber seeds which were sent to
Kew in the summer of 1873. Of these seeds only about a
dozen germinated, but six of these were shipped to India in the
autumn of 1873 and arrived safely in Calcutta, where they were
planted in the Royal Botanic Gardens.

Markham realised that six plants of the same species were
inadequate to start a large scale industrj*, and proceeded to obtain
more Hcvea rubber stock and also specimens of other ty~
of exotic rubber producing plants, besides experimenting with
the native Ficus elastica.

At his instigation two more expeditions were sent out to
obtain specimens, under the leadership of Cross and Wickham.
Cross was sent to Panama, and in 1875 he delivered some 134
Castillm seedlings to Kew; he was then sent to Brazil, and m
1876 be deUvered over 1,000 Hevea and 42 Ceara seedhngs to
Kew. Although Cross’s expeditions were far from bemg failures,
it was Wickham who wa? the more successful, and it is his name
which will always be associated with the great rubber plantation
industry of the Far East.

The story of Wipkham’s successful expedition is vreji~nown.
What is perhaps not so well known is that he *not, asis
popularly supposed, smuggle the rubber see<k/ivit of Brazil.
The proof for this assertion is contained memorandum
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prirfur~‘lhe 7th June, 1939 by the Commercial Museum at
Mem, extracts from which appeared m the Rubber News
Letter'of the U.S, Department of Commerce on the 31st January
1940 After stating that in Wickham’ time there was no law-
prohibiting the export of rubber sted from Brazil because " no
one was thinking of the possibihty of acclimatizing Hevea in
other repons for the purpose of competing with the rubber fron\
the Amazon," the memorandum goes on to say " . . there grew
up little by little a legend in which Sir Heiu-y A. Wickham was
pictured as a common adventurer who audaciously and sur-
reptitiously stole seeds of the rublKr tree, carrying them hidden
in a fantasy ship after having lessened the zeal of the high officials
of the customs of Belem (Para) by a banquet which he gave on
board at the time of sailing. The truth is that Sir Henry A.
Wickham transported the boxes of seed after despatching them
as he would any other merchandise, * Inasmuch as there was
no illegality in this—and the best proof of this is the fact that
there were shipped in this same period many hundreds of young
stalks of Rsvea that there were no means of hiding when they
were carried on board. Perhaps there might be a means of
finding in the archives of the customs some record of these ship-
ments. It was in relatively *ecent times that the exportation
of the Hmca seeds was prohibited in the State of Para, and years
afterwards in the State of Amazonas, a measure totally useless
since none was adopted either in the State of Matto Grosso or
in Bolivia where the fichest rubber stands are found.”
In the summer of 1876, Wickham delivered to Kew Garden,s
a consignment of some 70,000 Hevea seeds. Although only
tlire® or four per cent, of these seeds germinated it was possibh’
in the autumn of the same year to ship some 2,000 plants to the
East. Most of these plants went to Ceylon but some were sent
on to Malaya. In both places the plants, thrived beyond all
expectations and the foundations of the rubber plantation
industry in the Far East were firmly mestablished. But
~though greater numbers, of Hevea seedlings had been sent
to the Far East than those of any other species of rubber tree,
Ifeere was stil much experimenting required to discover which
for plantation
purposes. These experiments continued through the -gO's and
on into the «90’s. but about 1895 the .supenorfty of the L.""
bnstkensts seems to have been firmly established in the East
The three mam pients m favour of the Hevea tree were that it



grew better than other varieties in plantations, it yielded more
i-ubber, and the nibber was of better quality.

The new plantation industry had come at the right moment ;
during its infancy in the '80’ there was no great demand for
rubber, but the year which saw’ the superiority of the Hevea
established also saw the advent of the first pneumatic automobDe
tyres and rubber’s future was assured. By 1900, ‘however,
only some 5,000 acres had been planted in the East, and total
exports of plantation rubber were small. The demand for rubber
for the newpneumatictyressooncaused thepriceof rubber to reach
a figure which made rubber planting profitable. The following
rubber prices at the beginning of this century are of interest:

(Prices are only approximate.)

per lb. per U. per Lh
1890  4s.0d. 1899 4s. Od. 1907 5s. Od.
1893  3s.0d. 1900 4s. Od. 1908 4s. 3d.
1895  3s.0d. 1905 5s. Od. 1909 7s. Od.
1896  3s.3d. 1906 5s. Od. 1910 9s. Od.

During the first decade of this century plantations were being
started by private enterprise in Ceylon and Malaya, but until
1905 capital, for these enterprises was difficult to obtain, and it
was not in fact until the “ boom " in 1910 that large amount”-an
capital were invested in the industry and planting was raff the
expanded.

A total planted acreage of about 5.000-acres in ire of the
increased to nearly 150,000 acres by 1905 and to 1.0O'estate and
by 1910; as a result of the “ boom ” by 1911 ther

1,500,000 acres under cultivation. tive.

While all this planting was being carried out in t Production,
mainly by British and Dutch enterprise in their colon
by other nations to establish rubber plantations ir
of the world were being made. Among these oth
experiments may be mentioned those undertaken b)
those undertaken by Germany in Africa; th”~ 335.000
attempts in other African territories, in OceaniaQQQ 610,000
but not on the same scale. The Brazilian o .
started after the “ boom ” in1910 onbad O' is mamly ,m the
amazingly enough, that the growth of thei that the attempts to
its native soil, was much slower than ir“ts of the wot”u at tm
also great labour difftculties to be overo, there have teen other
the result all the plantations were faiMave b~ more/successful,



and it is perhaps appropriate to look at these other rubber
plantations for a moment.

Bj’ far the most successful of these plantations is the Firestone
Company's plantations in Liberia, which were commenced in
1924. Although the development of these plantations wea®
slow in the beginning, and is beUeved to have been costly,
recent reports issued by the Firestone Company state that the
development " is progressing very satisfactorily.” The planta-
tions consisted in 1940 of some 70,000 acres of Hevea rubber
trees, of which some 30,000 acres were in production. The
output of the plantations goes to the Firestone Company in
the U.S.A. and a great proportion of it is shipped in the form of
latex; in 1941 over 8,000 tons were exported, of which about
4,0(X) tons were latex.

The most talked of rubber plantations of recent times are the
Ford Plantations in Brazil, but so far these have not been highly
successful. It was in 1927 that Ford obtained a concession
of some 2,500,000 acres from the Brazilian Government and
commenced his planting operations. Progress was slow, as
much virgin forest had to be cleared, and by 1934 only some
8,400 acres had been planted. Subsequently, some 2.000 acres
of this area were condemned, so that in his original concession
Ford had at the end of 1934 only some 6,500 acres, containing
some 839,000 Hevea trees. In 1934, however, some 700,000
acres of the original concession were exchanged for an equal
amount nearer to the Amazon, and since .that time it is this
new concession, called Belterra, which has been exploited.
In 1940 it was estimated that there were over 12,000 acres under
rubber in Belterra. representing over 2,500,0Q0 Hevea trees,
and production was scheduled to commence in 1943 on a small
Mea of some 400 acres. It wiU be seen, therefore, that judged
by the result of fifteen years experience, the Ford Plantations in
Brazil could only have been developed by a company possessing
immense financial resources.

Nigoria, of the

“ res under

m and those in the Belgian Congo, where at

H “  been planted.
fllaTel t b«"K

San f .. 50,(»0L osin tht
dgJan CAngo for the purpose of establishing Hevea plantations,



and some years ago the Belgian Government had a scheme on
Joot to plant some 37,000 acres of Hevea for their natives in the
Congo :nothing further has been heard of either of these schemes.

Rubber plantations have also been ~tablished in parts of
French Africa, and in Papua. The Goodyear Company have
plantations in Costa Rica and Panama still more or less in the
experimental stage.

Under a scheme fostered in 1939 by the U.S. Department
of Agriculture aii attempt is being made to commence rubber
plantations in various parts of the Western Hemisphere,
and experimental stations have been set up in different
American Republics to obtain planting material for this purpose.
Up to the end of 1941 it was estimated that some 15,000,000
rubber trees had been planted under this scheme in Latin America.
In Haiti, which also comes under this scheme, it is planned to
plant eventually some 70,000 acres of Hevea. but for a beginning
only some 7,500 acres are to be planted.

Besides these attempts in recent years to commence Hevea
plantations in various parts of the world, mention may also
be made of the Russian attempt to grow her own crude rubber
requirements on her collective farms from such plants as Kok-
sagkyz, Tau-saghyz, Krim-saghyz and guayule. It is believed
that some 64,000 acres of Kok-saghyz were sown in 1939 and it
was planned to increase the acreage to some 600,000 acres in
1942. Kok-saghyz, which is a perennial herbaceous plant, is
the most important of the Russian rubber bearing plants;
rubber is obtained from it during its second year’s growth, but
yields are small—about 100 Ib. of rubber to the acre.

The above syrvey, although sketchy, gives the main develop-
ments in the rubber plantation industry up to the outbreak of
hostilities in the Far East.

We shall now look for a moment at the growth of rubber
consumption during the last forty years or so. and then examine
the relationship between supply and demand in this period.

Rubber Consumption.

It has been pointed out earlier in this chapter that the
rubber industry, or more correctly the rubber manufacturing
industry, was really founded by Hancock in England. (Actually
the French were making rubber articles on a commercial scale



about twenty years before Hancock, and first rubber
factory was established in Austria about teiJye”s before Hancock
established liis; but both these early proj4 ‘®” rc unraportant,
and can hardly be considered as clainung “hereafter
it spread first to France and then to the txermany, and
the Netherlands in quick succession, so that »y 1835, i.e., fifteen
years after Hancock started the British Sjdustry, there were
rubber industries in all these countries. During the next twenty
yeais the rubber industry sprang up in Russia, Spain and Belgium
and by 1900 it had been established in most Eutopean countries.
In 1883 the first Japanese rubber factory was established, and
in 1890 the Australian rubber industry was found«l.

The development of the rubber manufacturing industry in
the various countries can be seen by studying the tables of net
imports of rubber in Appendix ix.

Except in the case of the U.S.A. and the U.K., where large
stocks are normally held, the net import figures may be taken
as being roughly equivalent to the absorption figures, i.e., the
quantity of rubber turned into manufactured goods.

Based on the ten years 1929-1938, the world absorption of
rubber may be divided among the various countries as follows :

per ccnt.
US.A. ... 520
U.K. ... 100
Germany 7.0
France .. 65
Japan 6.0
US.S.R. 3.5
Canada 3.0
ltaly .. 2.0
Australia 15
,Rest of World 8.5

Total ... 100,0



It will b€ seen that the U.S.A. has been far and away the
greatest single consumer of rubber, accounting approximately
for one half «of all the rubber consumed in the world. This is
due in no small part to the fact that practically three quarters
of the world’'s motor vehicles are to be found in the US.A.

In attempting to study the past and the potential development
of rubber consumption it is found that, except in the case of the
U.S.A., there is practically no information regarding the relative
amounts of rubber absorbed in different uses. In the case of
the U.S.A. however, fairly complete information is available,
and for this reason special attention will be paid to the U.S.A.
in the following survey. By taking America as our guide we
shall not be overlooking any outside developments, since any
new uses originating in other countries are applied practically
simultaneously in America.

As already statedNhe discovery of the pneumatic tyre led
to the greatest demand for rubber and it is perhaps strange
that from the time of that discovery until quite recently no other
great use for rubber has been discovered. There have of course
been many refinements in the manufacture of tyres, but broadly
speaking many of the other uses for rubber are developments of
those known prior to Dunlop’s invention.

Possibly the greatest use for rubber will be roadmaking, but
.owing to heavy initial expenditure development has been so

slow that this use can hardly be counted important at present.
Disregarding the use of rubber in roads, probably the greatest
new use for rubber is in upholstery, which promises to rival the
pneumatic tyre as a potential consumer of rubber.

Other recent important developments are the use of rubber
for reducing vibration and noise in both moving and stationary
machiner}' and vehicles, the use of rubber in automobile wings,
and the use of rubber in tank and tractor treads. Another
use is in hard rubber goods such as ebonite, but the.AJtiu™ now
being largely replaced by synthetic reTms ai? noiS-tics.
A recent development in rubber consumption iias ’
of latex, which is more suitable for making srj 55m
sheet rubber. Already research workers have dis.r
clinerent uses for latex either by itself in. " prices given are the
other materials, and it is hoped that 'HO-
return there will be an increasing ier fTMV 530
tno hquid form. ; 1S61'70. 358 tons;



To return to the use of rubber in the automobile industry,
although in previous years the rubber absorbed in that indust®
was almost exclusively used in tyres and tubes, in more recent
times there has also been a very large demand for rubber for other
uses in motor trajisport.” According to information published by’
the U.S. Department of Commerce in 1939, it was reported that
one of the 1936 automobile models had 160 parts of rubber, |
of which were distinct and separate items, using in all 1038
pounds of rubber crude and reclaim. The tyres and tubts
contained only one-half the rubber of the entire car.

The rubber content of tyres and tubes has increased
considerably in the last t\Vcnty years, but so also has their length
of Hfe. Whereas in 1910 a tyre lasted for 3,000—4.000 mil«
at speeds of 30-40 ni.p.h., to-day a first grade tyre will last for
25,000—30,000 miles at speeds of 50-75 m.p.h. This difference
in the life of tyres is due to better technics knowledge of how
to finish rubber and how to build tyres. Any diminution in the
rubber demand for automobiles owing to this longer tyre life
has been off-set by the increased rubber content of the tyres and
tubes, by other uses for rubber in automobiles and, above all.
by the greater demand for automobiles owing to the reduction
in costs of upkeep made possible by the longer life of the tyres.

Besides the demand for rubber from the automobile industry,
there has been in recent years, and will continue to be, a growing
demand for rubber from the aircraft industry. This demand
will come, not only for tyres and tubes, but more especiall\’
for other purposes such as de-icers, cushioning, etc.

Another great field for rubber consumption which was expand-
mg rapidly before the war, is the application of rubber to
agriculture, e.g., pneumatic tyres for carts and tractors. The
mbber-tyred tractor has been demonstrated to be more efficient
than theold steel-shod type, and as illustrative of its growing
popularity it is interesting to note that by 1939 roughly 90 per
~nt. d tractors manufactured in the U.S.A., U.K., and

~e being fitted with pneumatic tyres.

Austi tyres for carts, which were also
ng the old-fashioned types in the West, there
Rest oigreat potential market for rubber for this
mrid, particularly perhaps in India and

Total -ilway transport are still more or less



Xhe following table from the U.S. Census of Manufactures
1939 illustrates tlic consumption of rubber for different uses
in the United States :

er cent,
ltem loHg tons pof totnl
Pneumatic casings ... 357,-221 63.4
Inner tubes 51,731 9.2
Solid and cushion tyres 1,570 0.3
Boots and shoes 15,970
Heels, soles and slab soling................ 22,642
Rubberized fabrics, rubberised
clothing (finished), and bathing
caps and bathing suits  ............. 9,291 1.6
Mechanical rubber g6ods, rubber
flooring, rubber mats and matting 47,472 8.4
Hard-rubber goods ... 3,328 0.6
Rubber thread, cement,and gloves 9,296 17
Tyre sundries, repair materials, re-
built or retreaded tyres, and camel-
DACK . ccvvvicrvirieeieerii .. 16,973 3.0
Other products, including drug and
medical sundries, balloons,
stationers’ bands, erasers, golf and
tennis balls, toys, and sponge-
rubber products (upholster®) ... 28,216 5.0

Total ... 563,710

( Growth of new uses in recent years ii> best sKkown by a
comparison of statistics published by the Rubber Manufactui'ers
Association ofAmerica. Taking the period from 1929 to 1940
it is interesting to note that the rubber used for other than
tyre purposes had increased from 15 per cent, of the total reported
in 1929 to 25 per cont in 1940. It is also interesting  note that
during the great depression, while the consum]® MNSD
for tyres fell steeply, its consumption for otj® 5,511
hardly any recession. tof imports diScr con-

In 1929 mochnmical rubber goods absorhje f given are
the total rubber reported, whereas in 1940——— wepresent a gra cs
10 per cent. The demand fur rubber f 30 were as follow
in the sEime period. [ ] ' 3.658toas;



The large potential demand for rtibbcr in agriculture is
indicated bv-afigure of 10.486 tons,in 1040,for" Farnitractor tyres
and tubes i @ over 2 per cent, of the total reported consumption.
The demand for foamed latex goods is also clearly indicated, and
consumption under this heading represented more than 2 per
cent, of the total reported consumption in 1940, afamst less
than 1 per cent as recently as 1937.°

Unfortunately the statistics available do not represent the
entire American rubber industry, being more complete for tyres
and tyre products than for other rubber goods, fn spite of
this they show that the consumption of rubber in non-tyre
products has been increasing rapidly ; the increase is probably
even greater than the R.M.A. statistics indicate, for we find
that the returns furnished to the R.M.A., which are mostly
from tyre manufacturers, only represented about 70 per cent,
of the total rubber consumption in 1940, compared with over
90 per cent, in 1929.

In addition to this increasing demand for rubber for other
purposes, there is still a very large potential “new” demand
for tyres. This might be shown by many illustrations of which

the foHowing table givK one: n
W 1937 — s . o~ w o=
US.A. ... 3,065,000 28,500,000 9.3 385,000 tons.

Rest of .World 7,000,000 12,000,000 1.7 [ ?

It will be seen by the figures that if motor transportation
in other parts of the world were developed only on existing
highways to the same extent as in the U.S.A. there would be a
world demand for automobile tyres and tubes alone of well over
a million tons of rubber. If post-war transport clevelopment
proceeds as we have a right to expect, the potential demand for
rubber for this purpose alone is very great, and if other uses for
rubber are”taken into account it seems reasonable to e.xpect
that ther will be a very large post-war demand for rubber.
Lit Jiis estimated big demand for rubber there will be

,the new syuthetic plants and also the increased

rubber plantations where, owing to intensive
Rest of increasing yields_from -100 or 500
A0 or more pounds per acrc is not a mere
Xjpnsidered both the supply and demand
on we may perhaps usefully examine how

emselves to cacli other in the past.



SoPPLV AND Demand position of Rubber.

It will be remembered that tjp to the introduction of the
pneumatic tyre and the automobile, or ir\ other words up to
the begtnning of the present century, the world demand for
rubber small, and was adequately supplied by wild rubber
sources. The pre-1900 demand is difficult to estimate for the
world as a whole, but the following gross import figures are
available for the U.S.A. and the U.K., which were then, as now.
the two principal rubber consuming countries :

Year

1830
1840
1850
1860
1870
1880
1890
1895
1900

US.A.

tons

750
4,296
8,109

15.336
18,646
22,026

U.K.

tons
23
307
385
2.152
7,656
8,479
13,200
17.078
25,664

Average declared
VALUE OF
U.K. IMPORTS*

S. d.
3 perlb
3
6

-

NN N NN R e
o 0w oo o

Figures in regard to supply prior to 1900 are even more
diMcult to find, but the following :~gures for exports from
Brazil—the principal source of rubber—and from various African
territories, are a’eailable ;

1878
1880
1898
ifeo

Gold
Year Brazil Coast N

ions m ions

t _

t |

t 392

t 1,500

,355 1,796

1805 27

1898 20,883 2.672
1900 23,918 1,541

will bt null’d that the declared values of ‘aue tCjfimports cUfer cod-

igeri\
lons

2.322
2.054
1,271

w an
market quotations for fine hard para, whorcas th
* Btypes of rubber.

avTragti exports throughout each clccatv have (830 were as follow;—

is; IS’
18)1/S0. 5.9i8 tons

1881/90, 10,831 tons.

Sierra Belgian
Leone Congo
tons tons

223 -
450 -
750 (1884) 135
450 200
625 670
27" 2,150
5,511

f —
« rcpreseut ali grades

nlouo”

© 1841/50,462 tons ; 1851/60, 1'

« 1, 1861/70, 3,658 tons ;



The plantations were also coming '“‘o branng and
1896 Ceyta exported 4 tons of rubber, by 1900 total »~rt.
of plantation rubber from the Far East had nsm to 821 tons.

It can be seen even from the above incomplete figjires that
by 1900 supplies were liecotning tight and the price rising.
After 1900 statistics are more complete and the foUpwing
comparison for the pewod 1900 to 1910 has been compiled :

n Average declared

Year Supply. Demand. VALUE OF

U.K. IMPORTS
ions 107iS s. d.

1900 44.000 53.000 2 6 perlb.
1901 45.000 52.000 2 3
1902 42.000 50.000 3
1903 49.000 57.000 6
1904 53.000 64.000 9
1905 56.000 70.000 0
1906 63.000 74,0Q0 0
1907 74.000 77.000 0
1908 70.000 74.000 6
1909 78.000 86.000 6
. 1910 94.000 99.000 3

The figures given for supply and demand represent the net
exports and net imports respectively and have been taken from
“ Rubber Statistics—1900-1937,” published by the U.S. Depart-
ment of Commerce.

It will be observed that the net imports in all cases exceed
the net exprarts, and as no more rubber could be imported than
was originally exported, the discrepancy is probably”explained by
partial duplication and by the inclusion of waste rubber and
related gums such as gutta-percha in the demand figures. More-
over no allowance is made for moisture and other impurities,
which in those years were considerable. It is known that the

U.K. import figures cover waste and reclaimed rubber prior
to the year 1915.

It should qYw be noted that normally net imports do not
represent dema » 't rather absorption together with additions
to stocks; sep£0°‘tNjjj'“‘ures for absorption arc not availablr,
but during the i mder review it may be taken that there

was no abnormal  ~'~'uiation of stocks, and that net imports
did in fact approx absorption.



Bearing tnese points in mind the high prices ruling indicate
that rubber was definitely in short supply during the period ;
the effect of these abnormally high prices in stimulating the
great expansion in rubber planting alter the year 1905 has
already been noticed.

During the next 10-year period, from 1911 to 1920, the
first world war greatly influenced the rubber position, and it
was in this period that America definitely becartie the greatest
rubber consuming country. Before 1914- the U.S.A., although
the greatest single consumer of rubber, absorbed less than half
the rubber used, whereas )y 1922 America was accounting
for practically three quarters of the worki’s total consumption.

The over-all picture during the period may be given as follows :

Price*

Year Supply - Demand (Average London
Price)

tons tons s. d

1911 94.000 99,000 5 6 per lb.

1912 114,000 121,000 49

1913 120,000 130.000 30

1914 123,000 121,000 23

1915 171,000 160,000 2 6

1916 214,000 188,000 29

1917 278,000 250,000 29

1918 220,000 216,000 23

1919 400,000 344,000 20

1920 342,000 373,000 19

Here again the figures given for supply and demand represent
net exports and net imports respectively.

It will be observed that the net import figures again exceed the
net export figures until 1914, gnd probably for the same reasons
as previously.

During the war average annual prices remained more or less
stationary' around the half-crown level, but in 1918 there was a
downward movement which was maintained in the two succceding
years. It will also be observed that in 1919 there was a huge

>y;reasb—over 80 per cent.—in exports, and also a large export
w>lus; the increase in supplv was due to the fact that

1937 and 1918, owing to a shortage of freight, there

*The priccs given arc for standurd crfipf from 1911-1917 and thercafto are

Standard quality ribbetl smoked sheet : they have only been given to tnc
, Ifest thre<*pence.



had been a large accumulation of stocks in thf' East which
came out when freiglit was plentiful again after the war.
The position would probably have been worse if the Rubber
Growers’ Association, foreseeing the danger, had not, introduced
a voluntary scheme among its members which reduced joroduction
in 1918 by a considerable amount; more will be s»id of this
schemc. in the next chapter.

A further complication which also upset the supply-demand
equilibrium at ‘the end of the period under review was the
increase in N.E.l. native exports in 1919. It was, however,
in the next 10-year period, from 1921-1930, that the rubber
problem became really acute. The position during this decade
may be given as follows ;

Price.
Year Supply Demand Stocks (Average London

Price)

tons ions tons

1921 302,000 278,000 9-9/16d. per Ib.
1922 403,000 403,000 9-5/16d. ,,
1923 405,000 446,000 233,000 ~ 1,'3-5/16'd. ,,
1924 423,000 464,000 165,000 1/3d. .
1925 529,000 553,000 148,000 2/11-1,16d.
1926 624,000 543,000 234,000 113d.
1927 610,000 595,(KK) 264,000 I1/h-7/16d.
1928 656,000 684,000 247,000 10Jd. .,
1929 869,000 804,000 332,000 10id.
1930 825,000 709,000 453,000 5-15/16d.

As before the figures given for supply represent net exports,
but in the case of demand the figures given represent absorption
in the U.S.A. and the U.K. and net imports in other countries.
It will be seen that during 1921 and 1922 supply again exceeded
demand, and the decline in prices seemed to threaten the young
plantation industry with disaster. It became evident that some
corrective measures would have to be taken, and at the end of
1920 the Rubber Growers' Association, in conjunction with the
corresponding Association in the Netherlands, re-introduced
their voluntary scheme. This helped to aUeviate matters for
a time, but it was not comprehensive enough to effect a permanent
improvement, and it came to an end at the end of 1921.

In 1922 the position was becoming so serious that the British
Government stepped in and the Stevenson Scheme (which
regulated .exports frpom Malaya and Ceylon compulsorily, and



exports from most of the British owned estates in the N.E.I.
voluntarily) came jnto force on the 1st November, 1922. As
can be seen from the figures given, the Stevenson Scheme
succeeded at the beginning by severe restriction in raising the
price once more above the shilling level. It remained in force
until nCcff the end of 1928, and its withdrawal was followed
within a year by the beginning of the world depression. The
result of these factors was that at the encjof 193Q stocks of rubber
had grown to nearly half a million tons, and the average price
for that year had dropped to below 6d. per Ib.

Worse days were in store for the rubber industry, as is shown
by the following table, giving statistics for the years 1931 to
1933:

Price.
Year Supply Demand Stocks (Average London
Price)
tons. tons tons
1931 801,000 680,000 589,000 3id.per Ib.
1932 710,000 689,000 589,000 2nd.
1933 851,000 821,000 616,000 3Jd:

The supply and demand figures represent the net exports and
absorption, as in the case of the previous period. The stock
figures, as in the previous period, represent the total of the
stocte awaiting shipment and afloat and those in public ware-
houses in the U.K. and those in the hands of manufacturers,
dealers, and import;ers in the U.S.A.; they do not include stocks
in the hands of British manufacturers.

It will be seen that within five years from the withdrawal of
the Stevenson Scheme stocks of rubber had been more than
doubled, while the price of rubber had dropped to very low levels.
The low pricc—for periods in 1932 it was just over a penny
per pteund—and liigh stocks threatened disaster anew, and it
became evident that corrective action would again have to be
taken.

Negotiations between British and Dutch producers, which
had first taken place shortly after the end of the Stevenson
Scheme, were- renewed with representatives of the interested
Governments, and eventually after prolonged discussions the
International Rubber Regulation Agreement was signed on the
7th May, 1934.



CHAPTER 1l

PREVIOUS RUBBER CONTROL SCHEMES

As already mentioned in the first chapter, there had been,
prior to the International Rubber Regulation Agreement,
several schemes, both national and international, to adjust
rubber supplies to demand. Some of these schemes were never
put into practice at all. and of the others the only one of any real
significance was the Stevenson Scheme, which operated from
Jst November, 1922, until 1st November, 1928.

The first to be considered is the Brazilian Schcme, which was
an attempt not so much to adjust supply to demand as to protect
Brazilian rubber-producing interests and assist them in their
competition with other rubber producing areas. In 1903 the
Brazihan Government issued a decree to permit the organization
of sjTidicates in agricultural industries for the defence of their
interests ; the Goveniment undertook to co-operate with these
syndicates, which were to be formed by Brazilians, and to grant
them ccrtain favours, among which w'as tlie foundation of credit
banks. In 1908 the State of Para approved a proposal to extend
the provisions of the Federal decree to the rubber industry and
authorised the formation of syndicates of rubber producers.
The Banco do Brasil established agencies in the two principal
rubber centres—Para and Manaos—and made large advances
to Brazihan nibber producers and dealers enabling thorn to hold
substantial quantities of rubber. During the next two years
rubber prices soared, reaching their peak in April, 1910, and under
these optmiistic market conditions credits were widely extended.
Unfortunately for Brazil, however, the inflated price structure
coUapsed abruptly in April. 1910, and the Brazilian rubber
mdustiy, with credits over-extended in the apparent belief that

the high pnces would continue, was faced with disaster. In their
phght the rubber interests applied for aid to th<* Federal GoVern-

1? first step to help the rubber
industry took the form of a plan which had already been tried

the Banco do Brasil was entrusted in 1911 with the task of

24



done a decade earlier, was practicaUy still-boni owing to the
influx of rubber from the Far Eastern plantations. The valoriza
tion plan failed completely ra its efforts ts bolster prices and the
Banco do Brasil lost heavily in trying-to carry it out.

Meanwhile, the Brazilian Government was invc-stigatini; a
much more promising scheme for the protection of their rubber
industry, one which had the long-term interests of the country
and the rubber industry at heart, and did not in any way -eek to
influence the price of rubber. This scheme was announced early
in 1912 under the name of Defesa da Borracha (Defence of
Rubber) and among its prmcipal provisions were the following :

(1) exemption from import duties of tools and materials used

in the rubber industry ;

(2) premiums for the planting of rubber trees ;

(3) establishment of experimental startions throughout the
country;

(4) premiums for the establishment of factories for refining

and standardizing rubber for shipment and for the manu-
facture of rubber goods ;

(5) erection of immigrant hotels and hospitals at various
centres ;

(6) improvements in transportation facilities by rail and
river ;

(7) promotion of food production in the Amazon Valley ;

(8) proposed rubber industry exhibition oner every three
years in Rio de Janeiro.

This plan to organize the Brazilian rubber industry was
excellent in its purpose but was, unfortunately for Brazil, doomed
to failure. It was in fact another example of shutting the stable
tloor after the steed had been stolen. In the lirst place the output
of the Far Eastern plantations was definitely surpassing that of
the Amazon Valley and plantation rubber was coming on the
niar et at a much cheaper price. Secondly, the scheme envisaged
was too ambitious to be carried out quickly and fully. The credits
\Oc by Government to put the plan in action, although large.

quite inadequate, and the supply of skilled administrators

apa Jeofcarrying out the programme was insufficient. The result

was that very little of real value was accom-

i’ most of the enterprises started had
ceased operations.



The Federjil Government's belated attempt to relain rubber
supremacy bad failed, and exccpt for occasional attempts by
various Brazilian States to encourage native rubber production
the rubber industry of Brazil was left to its own devices. In 1927.
however, the Brazilian Goveniment, by granting vast concessions
of land for rubber cultivation to the Ford Company, showed
renewed interest in the future of its rubber industry. In more
recent years there has been some attempt at reorganizing the
Defesa da Borracha in Brazil.

During the three years prior to the first world war, the pro-
duction of the Far Eastern plantations was steadily increasing
and surpassing the output from South America. Already in 1913

the question of passible over-supplj'* of rubber was envisaged by ;

some of the leaders of the plantation industry, and it was recog-
nised that the most practical step to avert such a possibility was
to encourage the development of new uses for rubber. Various
international rubber exhibitions had been held from 1908 onwards
and these were a valuable means of demonstrating the merits
of plantation rubber. In addition, British rubber growers were
giving increasing encouragement to research and propaganda
under the auspices of the Rubber Growers’ Association.

The extraordinary growth of motor transport which developed
during the first world war postponed for some years the advent
of an actual over-supply of rubber. At the end ‘of 1917, however,
the shortage of shipping owing to the war necessitated a reduction
in the consumption of i\ll sea-borne commodities to a minimum,
with the result that rubber producers in the Far East were
accumulating large stocks. In order to correct what otherwise
might have been an embarrassing situation, the Council of the
Rubber Growers' Association propounded the first scheme for
brmging about by co-ordinated action an adjustment between
supply and demand.

The scheme was a simple one—a voluntary agreement to
reduce the production of rubber for the year 1918 to 80 per cent.
of each producer's output in 1917 or in any previous year showing
a greater yield, with a minimum during 1918 of 200 Ib. per acre
m beanng. Rubber interests representing roughly 75 per cent,
of the acreage owned by members of the Rubber Growers'
Association accepted the scheme proposed by the Councfl, but a

\2

large proportion of the local producers in Malaya and Ceylon, *

and of producers in the N.E.l. who were not members of the
Kubber Growers Association, not only decUned to take similar



action, but in many cases actually increased their production
In spite of Its lacl< of comprehensiveness the scheme was a means
of keeping conbldcrabte quantities of rubber off the market

In the middle of 1918 Malayan rubber growers opened necotia
tions with their Government with a view to the establishment of a
definite legislative scheme for regulating compulsorily the
production of plantation rubber, coupled with the fixing of
prices at a level which would enable the industry to carry on
As a result of these negotiations the Malayan Government wa.s
induced to appoint a commission to draft a compulsory scheme
and to discuss it with the IDutch Government. The end of the war
in 1918 with its resultant release of shipping in 1919 relieved the
situation, however, and the entire plan was abandoned Thus
the first attempt at an international rubber regulation scheme
was stillborn.

A short-lived post-war boom was followed by a general price
collapse and rubber prices suffered in common with those of.other
taw materials. The decline in absorption of rubber was accen-
tuated by the introduction of the cord tyre, which gave a much
greater mileage per pound of rubber than the earlier fabric tyres,
fn September, 1920, the Rubber Growers’ Association issued a
circular to all producers of plantation rubber. The circular
drew attention not only to the rapid fall in price to a figure
very near the average cost of production, but also to the large
estimated over-production in 1920, and to the fact that unless
world conditions materially altered for the better, the unwanted
surplus would be further increased in 1921. It was also pointed
out that owing to the diversity of nationalities and races among
rubber growers any voluntary scheme to alleviate the situation
could scarcely ever be worked effectively.

In spite of this warning against the ineffectiveness of
voluntary control schemes, the Rubber Growers’ Association’
Kcond scheme, which came into operation on the 1st November,
1920, was a voluntary scheme. It took the form of a voluntary

uct‘on of each producer’s output to 75 per cent, of the
estimated normal monthly output. The introduction of the
Kieme was to be dependent on 70 per cent, of the producing
“ra represented by members of the Association agreeing, and

e nwd for this co-operative action was so widely appreciated
a in (act over 95 per cent, of European members of the
Further, the Dutch rubber growers’

“ nation (the Internationale Vereeniging voor de Rubber-



culiuur), secured the- agreement of over 70 per cent, of its
memlix”rs ; the local proprietors in Ceylon, and a large proportion
of the members of the Rubber Planters’ Association of Malaya
and of the Japanese Planters’ Association of Malaya also
supported the scheme.

The effect of this second voluntary scheme, which was really
the first experiment in international rubber control, was to
reduce the output of plantation rubber for 1921 by over 25 per
cent., but no doubt it was aided in achieving this large reduction
by the steadily falling price of nibbcr. In bpite ©f the large
reduction achieved in supplies the scheme did not succeed in
adjusting supply to demand ; during 1921 stocks ot'crude rubber
were increased by some 20,000 tons, which at that tipe represented
about one month’s requirements.  Tliree other caBS<'s contributed

to its comparative failure : a drastic decline i™ absorption, an =
increase in native production, and the failure  some estates to |
adhere completelj’ to voluntary restriction. ?

The small producers, who had gone in for *all-out ” produc- *
tion, were mostly domiciled in Malaya, and in order to secure '
the best advice as to how to deal with the situation, which was
becoming critical, the Malayan Government appointed a Com-
mittee to study the question. This Committee reported in
favour of compulsory restriction at the end of December, 1920,
and as a result the Malayan rubber planters early in 1921 requested
their Government to control rubber output. Th»j Government
refused this request on the ground that the industry shmild work
out its own salvation.

Throughout 1921, during the pericnd of the voluntary inter- J
national scheme, various other schemes came up for consideration,
the most important being that of the Rubber Growers’ Associa-
tion to form a Producers' Corporation to regulate output and
control price. None of these schemes succeeded in obtaining the
necessary support, and a short-lived rise in price at/he end of
1921 was responsible for preventing the renewal of the voluntary
scheme. Thereafter each prodircer settled his own oiitput
policy ; many continued to restrict their output, but financial
necessity compelled a large number to produce to the utmost of* |
their capacity. More rubber was again being produced than the
world could absorb and the pripe fell to a new low level of 6ld.

k following representations
which had been made to the British and Malayan Governments.,

RN



a Committee had been appointed ill October, 1921,bytheSccretarv
for the Colonic.s (at tliat time Mr. Winston Churchill) to invcstiKate
and report on the rubber situation in British Colonies and
Protectorates, and to advise what remedial measures should be
taken to improve the existing position. Tliis Committee, which
was under the Chairmanship of Sir'James (afterivards* Lord)
Stevenson, made its report about the end of 1921. In the report
(he Committee stated that it had examined the problem from
four points of view :

{a) the stimulation of new and extended uses of rubber;

(b) voluntary restriction ;

(c) the laissez faire argument ;

{d

(@ was naturally to be encouraged in every possible way, but
could not provide an immediate solution to the problem’; ih)
had already broken down.

Government action.

In regard to (c) it was observed that the advocates of this
policy desired to see a survival of the fittest in the hope that
they themselves would be among the survivors. In doing so they
showed a total disregard of the hardships which would be sure
to faU on many thousands of European and Asiatic owners and
dependents if the industry was allowed to drift along unprofitably
until the weakest had been eliminated. Moreover even though
estates and holdings had to b’e abandoned the rubber trees would
remain a potential source of rubber to be brought into production
again by someone else as soon as they could be profitably worked.
In these circumstances the Stevenson Committee advised against
the leaving of things in their “ present unsatisfactory state
unless all efforts to find a positive solution of the problem fail."

With regard to [d) the report stated that the Committee
was fully aware of the difficulties and objections involved,
and it wg™ with reluctance that it had agreed to consider a
raeasure of compulsory restriction as an alternative to what seemed
to be worse evils. In stating this the Committee also expressed
1s conviction that no scheme ‘of restriction, either voluntar\’

compulsory, could be useful unless it was simultaneously
applied in all countries producing rubber on a large scale. In
par icular the Committee dr'ew attention to the importance of

inclusion of the Dutch East Indies in any scheme that might



As uuiiciiting t!if ninlivo importance of different plantation
rubber-producing amntrics at ftu' time, the following approxi-
mati' pm-entages \vm- given :

per cent,
of total
production.
Malaya 57.5
Ceylon..... 12.5
India and Bunna 2.0
N.E.looiiiiine 25.5
Other Countries 2.5
Totai, ... 100.0

The Committee therefore recommended that a scheme should
be enforced uniformly and simultaneously in Malaya, Ceylon
and the Netherlands East Indies. On rectypt of the Stevenson
Committee's report the British Government entered into
negotiations with the Dutch Government with a view to obtaining
its participation in a joint scheme, but in August, 1922, the
Dutch Government decided not to co-operate. By the time the
Dutch Government's refusal to participate had been announced
there were clear indications that rubber consumption was
increasing more rapidly than had been anticipated, and this
fact, together with the promise of voluntary adherence to the
scheme by nearly 90 per cent, of the British Estates in the
N.E.l., caused the Stevenson Committee to believe that its
scheme stood a fair chance of success if enforced only in Malaya
and Ceylon. Accordingly the Committee issued a supplementar
report in Octobcr, 1922, recommending such enTorcemen
This supplementary report was adopted and immediately acte
upon by the British Government, and the so-called ' Stevenso
Scheme™ came into force in Malaya and Ceylon on the Is
ivevember, 1922. The fundamental hues of the scheme were

(1) that the productive capacity of each estate and holdini

should be assessed and this assessment should be calle(
Its Standard Production ;



(2) that exports should
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(2) that exports should be rostrict«) by the .mposition

of export duties which “vo.ld become prohihitive

§ 1 . mmmed.atdy exports exceeded the amount permitted
" do at the minimum rate of duty ;

(3) that the percentage of the standard production allowed
to be exported at the minimum rate of duty should be
governed by the price of standard quality ribbed

ljel' smoked sheet on the London niarket.

A\Vith reference to the pivotal price of Is. 3d per Ib it was
| M that 'mthe Committee arrived at what it believed to be
i tare which would ensure a satisfactory margin of profit
n~™" Atthstandmg the somewhat higher cost of a restricted crop’
Atvie Siame time, the manufacturers of rubber goods should be
a' oio obtain their supplies of crude robber at a reasonable
pr "x¢h much less nsk of the violent fluctuations which have
be. “yuch a drawback m the past, and should thus have every
en( ~jjjlgement to develop new uses of rubber.............

method of regulating exports, as originaUy designed
wor “as follows.

y<The restriction year started on the 1st November, and
~ was divided into four quarters, namely : November-
aiJanuary ; February-April; May-July ; August-October.

fXhe percentage of the standard production allowed to be

exported for the first quarter of the scheme (November
1922-Januar)’ 1923) was fixed at 60, corresponding to a
minimum rate of export duty of |d. per Ib.

(3) ff during that quarter or any subsequent quarter the
average price of ribbed smoked sheet on the London
market reached Is. 3d.*per Ib. but was'less than Is. 6d_
per Ib., the percentage exportable at the minimum rate
of*export duty would be raised automatically by 5 for
the next succeeding quarter, but if the average price for
the quarter reached or exceeded lIs. 6d. per Ib., the
percentage was to be increased by 10.

W If during any quarter the price averaged over Is. Od.
per th. but was less than Is. 3d. per Ib., and the per-
centage exportable at the minimum rate of export duty
stood at 65 or over, that percentage was to be reduced by
5 during the next succeeding quarter provided that the



j>ercentage should not fall below 60, unless the pnix
had averaged below Is. jxt Ib. for one quarter. Ome
the percentage got below 60 it was to go on contracting
by 5 for each quarter in which the price averaged les
than Is. 3d. per Ib.

(5) |If for any quarter the price averaged less than Is. per
ib., the percentage exportable at the minimum rate of
export duty wds to drop to 55 in the next succeeding
quarter, no matter what it had stood at during the
previous quarter.

The scheme dealt with exports only and made no attempt to
regulate output. An estate could produce as much as it chosc,
but directly its exports exceeded the quota authorised under the
scheme the sliding scale of export duties inflicted a prohibitive
duty on the excess exports.

Tlie introduction of the legislation in Ceylon and Malaya ws
hailed with relief by producers and in a wave of enthusiasm tht
price of rubber was carried up to nearly Is. 7d. per Ib. in January,!
1923. Thereafter the price gradually fell away but averaged
over Is. 3d. per Ib. in the February-April, 1923, quarter, so that
the rale of export for the May-July, 1923, quarter was raised
automatically under the terms of the scheme to 65 per cent
The price then subsided and the export percentage for the s,
quarter of the first restriction year was down again at 60.

During the third quarter of the second restriction year th]
price averaged less than Is. per Ib. and the percentage for tht
last quarter automatically dropped to 55. In the last quarteij
the price improved slightly but remained below Is. 3d. per Ib.
for the quarter, which meant that the third restriction year]
oj~ned with the export percentage at 50.

The price improved during the first quai‘ter of the third
restriction year and the quarterly average came to. Is. 5.998d.
per Ib., which meant that owing to the rigid automatic working
of the scheme the percentage of export was only increased to %
mstead of to 60. which a price of Is. 6d. per Ib. would have given.
Thus by a ihatter of only 0.002d. per Ib an additional 5 per cent
was withheld from the world market, although it was realised
that world stocks were at a very low level and that trade demand
was improving rapidly owing to the adoption of the low pressure



The next quarter saw the price cross the Is. 6d. per Ib level
with a corresponding increase in the export percentage to 55
but it was now too late. Consumption was increasing at a
greater rate than expected and was running at a much higher
rate than permitted supplies, and American stocks at the end
of June 1925, were Uttle more than one month's requirements.
The result was little short of chaos, and during the third quarter
of the third restriction year the price averaged over 3s, per Ib.

The hands of the Stevenson Committee were tied by the
automatic nature of the releases under the scheme and for two
more quarters the price topped the.3s. 6d. per Ib. level.

. The peak price of 4s. 8d. per Ib. was reached about midway
through the first quarter of the fourth restriction year, when
areal shortage in productive capacity was thought to be inevitable
and to meet the situation the export rate for the immediately
following quarter was increased by 15 per cent, to 100 per cent.
During this quarter February-April, 1926, the average price
dropped to just over 2s. 4d. per Ib.

At the end of April, 1926. the Government made further
alterations in the scheme to provide greater elasticity:

(1) the pivotal price was raised from Is. 3d. per Ib. to
Is. 9d. per Ib. ;

(2) the exportable percentage for the May-July 1926 period
was maintained at 100 per cent., but if the price during
this quarter averaged less than the new pivotal price of
Is. 9d. per Ib., the percentage would be lowered to 80
for the August-October, 1926, quarter.

It is believed that one reason for the increase in the pivotal
price was a desire to satisfy manufacturers, who besides holding
st(Kks of raw rubber and finished goods had also large high-
.pnced fonvard commitments ; any substantial (ail in the value
ol rubber was therefore a serious matter for them.

The price of rubber continued to drop and during the last
<I»arter of the fourth restriction year it averaged less than the
so that the percentage for the first quarter of the

2V \riction year was automatically fixed at 80. In October,
io, however, the British Government announced new regula-
governing the releases and contractions in the exportable



percentage.

These re\dsions, which came

into force on ﬁ‘e"

1st November, 1926, may be summarised as follows :

Average price for

QUARTER.

Over 3s. Od. per Ib.
2s. Od. per Ib. or over

is. 9d. per Ib. or over, but less

than 2s. Od. per Ib.

Is. 3d. per Ib. or over, but less
than Is. 9d. per Ib.

Less than Is. 3d. per Ib.

In no circumstances

Export percentage in
IMMEDIATELY SUCCEEDING
QUARTER;

100

Increased by 10, or if

increased to 100.

No change until such average
has been recorded for thre«
successive quarters, when
export  percentage
creased by 10.

Reduced by 10, or if
reduced to 80.

60.

o)

could the export percentage be

increased above 100 or reduced below 60.

These alterations weére designed to increase the elasticity of
the scheme but the fundamental centre of rigidity—the pivotai
price system combined with the automatic releases—was still

maintained.

Throughout the fifth restriction year the price remained!
consistently below the new pivot and the export percentage!
came down to 60 during the third quarter of the period.

During the first quarter of the sixth restriction year there’
was a slight recovery in price, but the average (or the quarter
remained well below the Is. 9d. per Ib, level, so that the percentage |

remained unchanged at 60.
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There has been much controversy in the past over the
Stevenson Scheme and there is no advantage in reviving it but
the scheme has an important place in the history of rubber
regulation and some attempt must be made to consider verv
shortly its merits and defects, and in particular its permanent
effects on the rubber industry. The main object of the scheme
was to assist the British rubber industry by securing a reasonable
price for producers, and mcidentaUy a fairly stable price for
manufacturers. Viewing the scheme as a whole it gave over
the whole period of six years a profitable price to producers
(sometimes far too profitable) but it failed completely to give
price stability. The chief reason for its failure to give price
stability was the lack of elasticity in the scheme, due to the
mechanical and mathematical formula which automatically
governed the rates of release. While failing in this respect the
Stevenson Scheme, although not comprehensive, demonstrated
that it was practicable to control the export of rubber from
producing countries and the machinery used in the working of
the scheme, e.g., standard assessments, export licences, etc.,
was again adopted in the present scheme. Protagonists of the
scheme consider that it saved the British rubber plantation
industry at a critical period in its history, and to whatever extent
this is true of the British industry, it must be equally true of
the rubber plantation industry as a whole, since other producers
benefited to an even greater extent. On the other side there
can be no doubt that the scheme deeply antagonised American
opinion, and, owing to violent fluctuations in the price level,
grave difficulties were created in the rubber manufacturing
industry.

As there was no control of newplanting high prices,particularly
during 1925 and 1926, had the further result of encouraging a
peat extension of rubber planting, expecially in the Netherlands
Eait Indies, just as some years later the restriction of cotton
growing in the U.S.A. stimulated a large increase in South
Amcf can cotton production. The resultant increase in produc-
tion created problems for tlie producing industry which the
<®gulation Scheme has been helping to solve.



CHAPTER 111

THE NEGOTIATIONS LEADING UP TO THE
FORMULATION OF THE INTERNATIONAL

RUBBER REGULATION AGREEMENT J

The fears entertained by the industry regarding the
consequcncos of the decision to terminate the Stevenson Scheme
in November, 1928, and to withdraw all restrictions on the
production and e”iport of rubber were, happily, not immediately
realised. 1929 was a year of good trade in which the rubber
industry had its full share. Consumption of rubber showed a
marked increase over that of any preceding year and this
coupled mth the level to which stocks had been reduced by the
operation of-that scheme, served to maintain the price at a ;
profitablelevel. The highest price of the year was Is. ||d. per
Ib and the lowest was 7|d. per Ib. ; the average for the yearwas
10Jd. per Ib., a price high enough to give a profit even on the
higher costs then current.

of freedom from restriction

l.e. 1929 revealed some interesting facts. Exports from Malaya
mcreaAed by as much as 55 per cent., whilst from the Netherlands
East Indies they increased by only 12 per cent., and from other
tern ones by 18 ,~r cent. These ligures demonstrated clearly
~ carried the mam burden of restriction under

the Stevenson Scheme. More significant in its long term
consequences was the fact that in the years 1925-1928 the planted
acreage in the Netherlands East Indies was increased by overl
million and a quarter acres (it was subsequently (Maimed that the
mcrease was far greater), whilst in Malaya thoL “rease w “ ittt

and all ﬁaat mey imphed served to confirm the V|ews°cf> ! e(s)gef‘%ts

ftem m the determination to refuse under any circumstLces

territory outside the .scheme ~ competition from any



Towards the end of 1929 it became evident tl.at the peak of

an upward trade curve had been passed. Rubber peculiarlv
msensitive to trade fluctuations, underwent a decline in orire
Although at fhe t,me it was not foreseen that this was but the
beginning of a long downward trend, the industry regarded with
apprehension the unfavourable symptoms of a falling price and
agrowing dispanty between supply and demand and in lanuar\-
1930, they appointed a British-Dutch Liaison Committee to
examine the rubber situation and to report thereon to their
respective trade associations.

The Committee promoted and won considerable support for
measures directed to alleviating the situation, such as the
obsenrance of what was termed a “ tapping holiday ” of one
month’s duration, and the adoption of more rational methods of
tapping under which the most economic areas would be tapped and
others would be rested. But these measures had little or no effect
on a situation which called for far more radical treatment The
British-Dutch Liaison Committee reached its findings in July
1930, and the essence of its report was as follows.

(@ It is impossible to devise any scheme on a voluntary
basis which can effectively meet the present critical
situation.

(fi) A comprehensive scheme of regulating the output of
rubber, including native production, is essential to
save serious disorganisation and widespread distress.

(c) It is desirable to ascertain as speedily as possible from
the Governments concerned whether they are prepared
to introduce legislation for the regulation of the pro-
duction or the exportation of rubber.

(f) The Governments concerned should, as far as possible,
discourage any extensions to the area planted with
rubber.

rhe condition of the plantation industry and the measures
Jo be taken for its alleviation became the subject of not infrequent
yuetxons and Answers in the House of Commons, and in March,
P Under Secretary of State for the Colonies stated
nfrth attitude of H.M. Government was that it was aware
th @&v~cmely depressed state of the rubber industry and of
the u- effects on those engaged in it. that he had consulted
he Commissioner of the Malay States on the subject, but

regretted that the Government could not see its way to



initiate any schcnie. He did go on to say, however, that i{
produwrs in all the countries concerned coyld agree on a scheme
which provided for a practical planning of aggregate production
in correspondence with world demand then Government
would be prepared to give it careful consideration.

On the Dutch side, however, there was still le”s promise of
official support for any scheme of regulation. When visiting
Java in August, 1930. the then Governor of the Straits Settlements
endeavoured to ascertain if the Dutch authorities were wilhng
to take steps to restrict production. The reply of the Governor-
General of the Netherlands East Indies was that voluntary
co-operation from the native side was not to be expected and
there were strong objections against forcible intervention by
the Dutch authorities. In other words, any restraint over
production was at that time considered by the Netherlands East
Indies Government contrary to policy and it was further stated
that in practice it would be very difficult and ** scarcely possible **
to regulate native production. But on the Dutch side opposition
to any scheme of regulation was not confined to official quarters
There was an influential body of estate owners in Holland who
were opposed to mtervention and who declined to participate in
the discussions of the Anglo-Dutch Liaison Committee This
body of opmion was, no doubt, impressed by the official view to
which reference has just been made, but its opposition to inter-
vention was probably based more on traditional belief in freedom

rint 1 u diminished by the
tITstevens the benefits of the freedom they had enjoyed under
ratrfintTf h compared mth the restrictions and

rtt;l:rrigM
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«heme was the subject of advocacy and commendation in letters
tom Times m August, 1931. But that there was no unanimous
opinion in favour of such desperate remedies was made evident
by a letter in opposition which appeared at a later date in The
rimes. The author of one of the many alternative schemes for
indirect control took the enterprising course of seeking out the
dissident minority in Holland with a view to ascertaining from
them by direct discussion whether they could see their way to
give support to his or any other scheme for adjusting supply to
demand. To this visit there was a surprising sequel.

The Dutch Government addressed a Note to the British Govern-
ment suggesting a conference to consider whether a practical
scheme could be formulated for the alienation of the serious
rubber position. In the course of this Note mention was made
of the scheme referred tb above. Such gratification as the
author may have derived from this development was, however,
considerably modified on learning that the reference to his
scheme was couched in such tem s as to suggest that the provision
made for its termination was the scheme's attractive feature.
After some preliminary discussions the British Government agreed
to the setting up of an informal*conference consisting of three
industrial representatives each from the British and Dutch
sides, presided over by a British Government official.

At the first meeting the Conference proceeded to examine
the various schemes \yhich had been submitted, directed to the
one common purpose of bringing the supply of rubber into closer
conformity with demand. It was agreed that, whatever might be
the merits of alternative schemes, for administrative and
political reasons a scheme under which a definite quota was
assigned to each producing territory and which could be admini-
stered by the Governments concerned, according to the varying
conditions existing in their territories, was likely to prove most
practical and least open to political objection. This conclusion
was reached subject to one reservation, namely, that the
prachcabihty of applying this scheme to native rubber in the
Aijtilorlands East Indies was a question reserved for special
iscussjon when it was hoped that a representative of tlie
~ovemment of tliat territory would be able to attend. Whibt

presence of a representative from the Netherlands

of th Cioveriunent the Conference continued its study
pro ~*th a view to formulating in greater detail the
“Visions of a quota scheme and agreeing upon the quotas to



be allotted to respective territories, and on these matters sub-
stantial agreement was readied. Three montiis after the first
meeting a representative of the Economic Department of the
Netherlands East Indies Government attended, when he informed
the Conference that the Netherlands East Indies could not*
effectively apply to native rubber in the Netherlands East Indies ~
any scheme enforcing effective and close control over exports !
nor could they put a check oh new plantings. In the opinion of
the Conference these objections were fundamental to any effective
scheme. This conclusion was concurred in by the British and
Dutch Governments and unte their authority a communique i
was issued on 19th March, 1932, in the following terms :
""Under present conditions it is impossible to frame and
operate an international scheme which would guarantee the
effective regulation of the production or export of rubber.”
That announcement was a grievous disappointment to the
industry. The price of rubber, which, under the weight of
accumulating stocks, was showing a continuing doNVnward
tendency was hastened in its headlong flight until in June of that i
year it fell to the derisory level of ]jd. per Ib. deHvered '
London. At such a level of‘price no producer of any clasi
could operate without loss. It necessitated resort to measures
which mvolved unemployment for many, a level of wage so near
to bare subsistence level as to be only defensible as an alternative
to more widespread unemployment, the adoption of methods
which were agriculturaUy unsound, and it aggravated throughout
he produang territories all the harsh concomitants of a serious
circumstances it .was not to be,
expected that the industry would accept as final the findings of !
hLSr"/h7 " *“ “ nounced in the preceding paragraph, and
thm eCT desperate vigour

X ~fied-fnd “ -1fo--"~"edial measures was more
unquahfled and certamly no Iess insistent from the small estate .
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burdens and distresses of a much depnssed industrv- r,
these circumstances it was inevitable that the demand for ,
remedy became less qualified and less discriminating and ther,-
was a tendency to contrast the disastrous state of affairs then
existing with the prosperous conditions under the Stevenson
Scheme. That sentiment found expression in too oft repeated
statements to the effect that any scheme, whatever its short-
comings, was better than none.

The danger of such expressions, particularly from the BritLsli
side, was that it would encourage the dissident Dutch minority
in their views, sustam the Netherlands East Indies Government
in its opinion that the native producer must be excluded from
any restraints on production, and in the end might be productive
of another plan with the faults and errors of the Stevenson
Scheme which, although bringing immediate relief to the situation
would in the long run be rainous to those who participated. To
avert this danger, occasion was taken to express some views from
the British side to the efiect that the barrier to the foniulation
and acceptance of a scheme was the authoritative statement
on the Dutch side that any plan involving restraint on production
and planting was impossible of application to the native rubber
m the Netherlands East Indies. But an industry grown weary
m its struggle against long adversity arid impatient for a quick
remedy was, for the most part, in no mood to appreciate the
tactical judgment underlying such statement and was concerned
only to know whether one was *for” or "against” restriction.
But this public and perhaps forceful expression of realism,
although in the circumstances by no means popular, made its
mark and had its influence on the subsequent course of events.

The trade depression in the meantime had grown both in
scope and in intensity and its baneful influence had by then
extended to other commodities iesides rubber in which the
Netherlands East Indies were interested as large producers, and
ihK was having a serious effect on the economy of the Dutch
erntories in Asia. In April, 1933, the Dutch Minister for the
glomes stated that he considered “ compulsory restriction of

rubber to be in every way desirable as soon

‘ practical scheme of restriction available, the e.xecution
Ciilr suitable for consideration with regard also to native
Gov * 7 which could also be accepted by the British
Influenced no doubt by this official statement,

no doubt also now convinced that this time the British



producer would not be committed to unilateral action, the
dissident minority in Holland indicated very soon thereafter
that they were willing to reconsidcr the attitude which they had
hitherto taken up in the matter of regulating rubber supplies
and were ready to join their British friends in their discussions
The fresh hope that was rekindled by this event was greatly
strengthened when in July of the same year there was issued
under the authority of the World Economic Conference a
statement that:

‘mIn order to assist in the restoration of world prosperity,
it is essential to increase the purchasing power of the
producers of primary products by raising the wholesale
prices of such products to a reasonable level.”

This was interpreted, and rightly so, as a signal that any
weU-conceived practical scheme which had as its object the
raismg of the price to a reasonable level of such an important
product as rubber would receive sympathetic consideration in
the highest quarters.

The course was now clear for a more united and hopeful
approach to the mdustry’s problems. And if any further
stimulus to action was required, it was provided by the state-
ment issued under the high authority of a World Economic
Conference which cleariy implied that not only were the readjust-
ment o supply to demand and the raising of the prices of primary
zZ T ‘te producing industries but
also the world at large—a world distressed and distracted bv an
imprecedented trade depression and searching anxiously for the
restoration of a rospenty which had made such a mysterious

and bedeenng eparture four years ago mystenous
I I I Growers|AssoP new
Sarawak, North Bompn ~ India, Burma.
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The settlement of territorial quotas was no easy task The
basis laid down for their calculation was past performances as
ospresswl in exports over a penod free from restriction plus
allowances according to an accepted scale for partially mature
and immature planted areas. Since the significance of a particular
[uota could only be judged in relation to the others and the lesser
rubber territory would wish to see how it stood as compared
with its bigger partners, it was decided to proceed first to
calculate and endeavour to agree upon the quotas for Malaya
and the Netherlands East Indies, Except in respect of'native
rubber in the latter territory, fairly full and reliable statistical
data were available for those two countries. Accepting what
was considered to be the best estimate then available of the
productive capacity of native rubber in the Netherlands East
Indies, and making some allowance for what might be termed the
imponderables, the quotas for these two major countries were
ipeedUy calculated and agreed. In the settlement of quotas

. for other territories there were two outstanding difficulties.

—

First, under conditions of unrestricted competition at low prices
exports of rubber had fallen in some cases to wholly negligible
figures, and, second, statistical data relating to planted areas
and the years of planting were generally deficient or almost
wholly lacking. W ithout departing too widely from the factual
basis laid down, it was considered inadvisable to apply too
closely the test of past performances in exports and to regard
with anything but an illiberal outlook the claims made in respect
of partially mature and immature areas. To have relied on the
pressure of hard economic fact for a uniform acceptance of a
rigid application of the formula would have been unwise. To
teve done so would almost certainly have sown the seeds of future
discord. Whatever initial advantage, therefore, the major
producing territories may have appeared to have derived from
«r better statistical services was amply offset by the scope
“ven to other territories for hard! bargaining from a position of
»«ual uncertainty over claims which, although they could not
* proved, could not demonstrably be disproved. In an
stage of the discussions Indo-China had stated that her

th* ™y regulation scheme must be conditional on
un the principle that she should be free to e.xport
wes ° consumption of France. Although this
daiiii** departure from the formula by which all other

~were tested, it was felt that as the eariier and separate



discussions with the representative of that country had bm
advanced to a stage that implied some cominitment, t®
provisional settlement should be accepted. Owing to the absent
of a representative authorised to negotiate it had not been possib!;
at that time to fix the quota for Siam.

With that one exception the difhcult and delicate task o
settling quotai had been accomplished. That it was accom|
plished in so short a time was due largely to the prevailing mil
to agree and was a testimony to the skill and practical wisdom
exercised throughout the conduct of negotiations. In the fird
analysis quotas were made up of an amalgam of fact, estimate and
conjecture. It was deemed expedient to make certain additions
to the quotas originally fixed for India and Burma. But since
neither of these territories ranked as exporters of rubber in
quantities which were important in relation to the total of exports
these adjustments were of little significance to the scheme as a
whole. After the test of practical experience it was found
necessary to make only one significant change. That was ij
respect of native rubber in the Netheriands East Indies, the
~sessment-of which had been very much a matter of conjecture.
With these mmor adjustments and with that one significant
chanp, the subsequent gradual accumulation of fuller and mou
rehable statisUcs pointed to the gratifying conclusion that,
despite aU the difficulties inseparable from an accurate assessment
of productive capacity, a remarkable approximation to equity
had been achieved. If perchance it seemed that advantage had
been gained by one temtory or another it was not of such
ransequence as to constitute a blemish on the scheme in its most

w Tf™ .- - “"‘hs after"s!

t>ovemment had been defeated on that issue and %innth,.i*

S‘'albelt » forTettertr::nn'::

British Secretary of State for the r T

for the practicalad m fatta”"~* K “  ™Sg«ted that a plan

should be drawn ud fnr th “~heme in British territories |
«P for the early consideration of Colinial !



Governments. This work was remitted to sub-committees in
London constituted on a temtorial basis. The Malayan sub

committee produced the iirst report, which \ras adopted by the
other sub-committees with modifications judged suitable to the
varying conditions under which it would have to be- applied

The main feature of these administrative proposals were m
that in the division of national quotas as between big estates
and small holders the division should be on the side of generosity
tothelaUcr; that where any doubt arose on this matter it should
be resolved in favour of the *little man " ; that individual
assessments should in so far as practicable be settled along the
lines talien for arriving at national quotas ; that assessments
should be subject to annual review and revision in the light of
acquired Icnowledge and experience; thata Government official of
proved capacity should be appointed Rubber Controller in charge
of all such administration, and that he should be assisted by a
. Central Committee fairly representative of all classes of producere
and supported by District Committees similarly comprised; that
the general machinery evolved during the years of the Stevenson
Scheme, with its system of coupons, export licences, etc., should
be brought up to date and adopted and that, to facilitate the
concentration of production from the more economic areas, the
sale and transfer of export licences should.be permitted. After
some exchange of views with local committees, whose opinions
on this matter had a specially strong claim to consideration,
these proposals, with some modification in detail, were approved.
Toa large extent they formed the basis for the practical plan of
administration which was subsequently applied. Here it is
perhaps appropriate to state that no plan of the nature contem-
plated could have worked without the willing and active col-
laboration of Eastern Governments. Its smooth working is to
be attributed to honesty in administration, skill in organisation,
, imremitting and conscientious attention to immense detail, and
'.%(es public-spirited work of the unofRcials serving on commit-

In February, 1934, the main Committee was able to submit

“ secure the approval of the Council of the Rubber Growers'
, ssociation to a scheme to which the representativesof all the
| except Siam, had signified their approval,, But the
core of the problem, namely, the practical application of
_Such measures to native rubber in the Netherlands East
Indies, was still unresolved, and it became evident that this was



a matter which could only be discussed effectively and solved,
if at ail, by the two main Governments, the British and thi
Dutch. Whilst both the Government at the Hague and in i?
Netherlands East Indies were by this time convinced of the need
for remedial action and w-ere prepared to approve the scheme,
the latter still regarded with misgivings its practical application
to native-owned rubber areas. It was not unnatural that tre
Netherlands East Indies Government directly responsible for its
administratipn should recoil from the hard and seemingly
impossible task of endeavouring to apply measures which required
strict control over production and export of rubber from immense
territories the nibber areas of which had never been surveyed
accurately, where individual ownership had not been registered
and, in some cases, was extremely difficult of identification!
Time for discussion between the two Governments immediateiyj
concerned, assisted by the harsh realities of economic circum-j
stances, was necessary to reconcile the Netherlands East Indies!
Government to a full acceptance of the scheme with all te
responsibilities it entailed.

But the industry generally and what is termed ** the market”"
were either unaware of the formidable nature of the difficulties
still outstanding, or alternatively they refused to regard to
seriously the one remaining obstacle to the realisation of their
long deferred hopes. From a confident, but not too well-founded,
belief in the certainty of the acceptance of a scheme for regilation
there developed a considerable speculative movement in rubbe
and rubber securities which, in its turn, reacted on the producing
territories to stimulate production and to neutralise the restraints
and checks to Which it had been sifljject under the influence d
low prices. Had such a situation been allowed to continue to*
develop and the hopes upon which it was based finally dis-
appomted, the financial consequences might very well have been
disastrous and the last state of the industry aggravated beyond

With a realisation of the dangers inherent in such a'situation,
which did not permit of further halting between two opinions,
an emissary proceeded to the Hague with instructions from the
Bntish Government to seek a final conclusion. His responsible
task was greatly facilitated by the representative of the Dutch

As are™ ™ appreciation of the whole situation.
As a resuU of that meet.ng the British representative was able



to report to his Government that, although the Dutch could not
at that stage set out m detaU the manner in which the Scheme
would be applied to native-owned rubber, they were prepared to
give a formal acceptance to the scheme ai.d to fulfil all its
conditions. Whatever lingering doubts might iiave been eneen
dered by the absence of information regarding the administrative
steps to be taken to render the scheme effective, these could not
weigh against the acceptance of an undertaking given with all
the authority of a Government which was deserveluy renowned
for its scrupulous fulfilment of all its obligations. All Govern-
ments concerned were now aligned in agreement and on 28th
April 1934, an official communique was issued announcing that
negotiations for the regulation of rubber supplies had been
concluded and complete agreement reached. A formal Treaty
embodying the agreement was signed by the Governments on
7th May, 1934. Plans for the administration of the agreement
in Eastern territories had been prepared in advance and the
Scheme came into operation on 1st June, 1934.

Thus there was finally evolved, after more than four years
of discussion and negotiation, with all their accompanying hopes
and fears, the first comprehensive scheme for the regulation of
rubber supplies, which was to exercise a dominant influence over
the fortunes of the industry until eight years afterwards when
its operations were abruptly terminated by the cataclysm of
war in which most of the producing territories were engulfed.
But there has never been any general realisation of how finely
balanced, up to the very last, was the issue in the minds of
those' upon whom lay the ultimate responsibility for a decision
to adopt a scheme so unprecedented in its scope and its detailed
control, with all the knowledge they possessed of the risks
entailed in its practical application to the peculiar and difficult
circumstances of some of the territories. It was only some
time after the event that the Dutch representative disclosed to
his British vis-a-vis that, still doubtful of a favourable outcome,
lie had prepared in advance and brought with him to their final
Meeting at the Hague the draft of a romraunique to the effect
tiat no agreement had been reachod in negotiations for a
practical scheme for regulating lubber supplies. Happily, these

doubts were resolved ; the draft communique was not
presented. Final failure was averted.



CHAPTER IV

PRINCIPAL PROVISIONS OF THE REGULATION
and their application

The mandates under which the Committee worked were
the Agreements signed on the 7th May, 1934 and the 6th.October.
1938, (Command papers 4583 and 5901 respectively). The
former covered the period from the 1st June, 1934 to the 31si
December, ):J38; the latter continued “the Regulation” —
deiined in Aidcle 3 of the Agreement of the 6th October, 1938,
as the reflation and control of the production, export, and
import rf rubber, as laid down in Articles 4, 5, 6, 8, 9, 10, 11,12
and 13 of that Agreement—imtU the 31st December,
194-3, " as a minimum period.” The articles cited dealt with
the basic quotas, the limitations upon the net exports of rubber,
the special provisions applicable to French Indo-China, the
requirements of certificates of origin for exports and imports
from or into the territories covered by the Agreement, the
limitations upon the stocks which might be held within these
territories, the conditions upon which the planting of rubber
might be undertaken, and the prohibition of the export of rubber
plants from these territories to areas to w'hich the Agreement
did not apply. “ The Regulation ** was the heart of the Agree-
ments ; and'the effect of what appears at first sight to be perhaps
a rather cumbrous procedure was to continue the control scheme,
without any hiatus or legal lacuna, uninterruptedly from the
1st June, 1934 to the 31st December, 1943;—again "as
a minimum period.” ¢

The two Agreements did not differ in any essentials. The
later Agreement was based on, and foUowed closely, the former
Agreement; the essential features of the original plan were all
retained ; the framework and the machinery were identical; the
wording was, for the greater part, the same ; but the opportunity
was taken to introduce various changes which experience and the
march” of events had indicated as desirable or necessary. It
is not proposed to examine in detail the changes which were
made; we need concern ourselves only with differences between
the two Agreements which materially affected the Committee's
decisioi”s or actions, and these wiU be indicated as occasion
iXha? Ml ~wvey. References

secoX tN are unless the contrary is stated, limited to the
second Agreement. (Appendix i.)



This Agreement was a treaty between the signatory Govern
ments. It derived from, and was a continuation of, the original
Agreement signed at London on the 7th May. 1934. by plenipoten-
tiaries duly authonsed to that effect by the Governments of
the French Republic, the United Kingdom of Great Britain and
Northern Ireland, the Government of India (which then included
Burma also for the purposes at present in question), the Govern-
ment of the Kingdom of the Netherlands, and the Government
of the Kingdom of Siam. Article 1 stated the areas to which
the Agreement applied : they included all the rubber producing
areas in French Indo-China, Burma, Ceylon, the Federated
Malay States, the Unfederated Malay States, the Straits Settle-
ments, the State of North Borneo, Brunei, Sarawak, India, the
Netherlands Indies, and Siam. These areas cover practically
all the chief rubber producing areas, and they accounted for 97
per cent, of the total world production in the year 1941. The
comprehensiveness of the control system is thus apparent—a
practical point of the greatest importance. This was the first
link ui the chain—the acceptance by the Governments of practi-
cally all the main producing areas of the control scheme, onatreaty
basis. The second link was supplied by the obligation under-
taken by these Governments, under Article 3 of the Agreement,
""to take such measures as may be necessary to maintain and
enforce in their respective territories as defined in Article 1 the
regulation and control of the production, export, and import of
rubber as laid down in ” the Agreement. This obligation vas
scrupulously fulfilled. As explained elsewhere, initial difficulties
were experienced in the Netherlands Indies in carrying out the
requirements of the control scheme ; but these were overcome as
rapidly as administrative conditions there permitted ; and the
actual working over a term of years proved that the detailed
ailniinistrative arrangements which the control scheme necessi-
lated and provided for worked smoothly throughout the area.

The provisions of Article 3 imposed a very heavy task and a
wge measure of responsibility on the Administrations concerned.
Oie magnitude of that task may be inferred from the fact that
’he 1939 Edition of the Ceylon Handbook on Rubber Control
-epslation nms to three hundred and seventy-six pages. Local
fgislation had to be enacted, conforming in all respects withthe

; J°greement; this had to be supplemented by detailed rules,
j the force of law, and governing every single detail of a
transactions, often minor in themselves, but essential



to the smooth working of the scheme. The successful working

S

of this complicated and intricate administrative machine is :

apparent from the statistics which the Committee published
monthly until war prevented their continuance. The quota
changes directed by the Committee produced their effect smoothly
and quickly ; exports from all the territories ran close to the

permitted amounts, in general; and,over a long series of years, *

the annual exports followed the decisions of the Committee with
remarkable accuracy. The whole complicated mechanism worked
with a minimum of friction.

The root idea of the control scheme was to regulate export
to the world's markets, in accordance with the estimated effective
demand for rubber. The object was, in the words of the
preamble, to keep ‘“world stocks at a normal figure, and to
adjust in an orderly manner supply to demand while at the same
time making available all the rubber that may be required, and
maintaining a fair and equitable price level which will be reason-
ably remunerative to efficient producers.”” The other chapten
of this survey attempt to estimate to what extent these declared
objectives were attained.

It will be noticed that, apart from the reference to " a fair
and equitable price level which will be reasonably remunerative
to efficient producers ” in the preamble to the Agreement, it
contained no further reference to price, nor did it include any
machinery by which prices could be directly affected. The
Committee's only effective weapon was the power conferred on
them by Article 4 (c) to fix, from time to time, the permissible
exportable amount for each territory. {Siam and French
Indo-China were outside this arrangement; and their cases
were governed by special provisions).*  Control over new planting
was necessarily, considering how long rubber tree” take to mature,
a measure of a long-term character; and the provisions as
i-egards stocks held within the controlled area, though important,
had also a delayed action—though the effect upon prices of these
local stocks was always appreciable.

the'dSwere ™ f8Strict«l export, subject to
Conittce of a percentage of ttc rubber cimrted above »

Secondly, the right to ulant
and a «mUar prohibited,
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In order that the Committee might do its best to carrv
out the objectives mentioned in the preamble, it created an
extensive and elaborate costing system, and a very complete
fabric of statistics. Details as regards the costing system and
references to the price fluctuations following the various quota
decisions and the varymg levels of stocks, are given in other
chapters of this work; all that need here be added is tliat the
existence of reUable costing data, and of a mass of statistical
information presented in a readily accessible form and based
on sources which experience had shown to be reliable, coupled
with the life-long experience and profound knowledge which
many members of the Committee possessed as regards all
questions affecting rubber, enabled it to take decisions which,
in intention at least, were invariably directed towards the
realisation of the objective so succinctly stated in the preamble.
It is for others to judge how far its efforts have been successful.
It can at least be affirmed that neither effort, nor goodwill, nor
essential honesty, nor a readiness to compromise where com-
promise appeared desirable, were ever lacking.

The main difficulty, as the experience of over eight years
has shown, was to estimate accurately the absorption of the world
at different times and under varying conditions. The fluc-
tuations and the variations which no one, either producer or
consumer, suspected as probable were of suprisingly large extent:
they sometimes came with catastrophic suddenness. Political
conditions had their distiirbing influence, and changes in the
stock policy of the main consuming countries from time to time
added to the difficulties of the Committee.

The control scheme was worked by the Committee. Its
constitution and powers are stated in Article 15 of the Agreement.
Normally, that is apart from the effects of the war, the Committee
consisted of nine delegations representing Malaya, Netherlands
India, Ceylon, French Indo-China, India, Burma, the State of
North Borneo, Sarawak, and Siam. The largest delegations
wre those of Malaya and Netherlands India, with four
members each ; Ceylon and French Indo-Qhina had each two
members; the others one each. The total was seventeen,
‘leven substitute members were provided for. The delegations
were appointed to represent the territories stated, and intima-
‘ons as to appointments were made by the contracting
~“vernments concerned. The consumer Panel sat with the
“tnmittee. Each delegation voted as a unit, aiid the member



entitled to exercise the vote was named by the appointing
authority. This member could/ in case of absence, nominate
another member of the delegation to act for him. The voting
power was based on the basic quotas, one vote bemg granted
for each complete thousand tons of the basic quota for the time
being in force. French Indo-China was deemed to have a basic
quota of 80.000 tons. Four delegations present were required,
for a quorum, and there were the usual provisions to permit of
an adjourned meeting, if no quorum were present; at such an
adjourned meeting, the delegations present formed a quorum.
A quorum was in fact always present. Decisions were taken by a
majority of the votes cast, but it was provided that, as regards
important matters, a three-fourths majority of the total votes
which could be cast by all the delegations entitled to vote was
required. These matters were ;

(i) amendments recommended to the Agreement ;

(i) fixing or varying the permissible exportable percentage

of the basic quotas ;

(iii) fixing the percentage of the permissible new planting area;

(iv) limiting replanting ;

(v) making, modifying, or abrogating the rules of procedure.

More important perhaps than the formal regulations governing
these matters was the manner in which they were applied,
and their actual working in practice. The rules were never
rigidly insisted upon. The governing idea was to allow the
utmost freedom of discussion. If that seemed desirable,
individual delegations were accompanied, from time to time
by persons not entitled to be present; and this applied not
only to the delegations, but to the Advisory Panel also. Nor
was any limitation imposed upon these persons taking part
in the discussions. The desire of the Committee was always
that there should be the fullest and freest discussion of the question
iinder consideration ; if the work of the Committee appeared
likely to be facilitated by the admission of persons with special
knowledge, or in special positions of atjthority, their presence
was wekomed, and they were accorded every privilege which
It was m the power of the Committee to grant. Tlie voting
power was always there, but it was kept markedly in the back-
ground. Kot more than three votes were taken during ‘the 58
meetmgs field over a period of approximately nine years.
In the early days, while the Committee was feeling its way,



there was a natural, tendency to adiiere somewhat rigidly to the
provisions of the Agreement in a}l matters, including proctdure
(;radually, however, as experience was acquired, and as

thing that may not inappropriately be termed a Committee con-
sciousness developed, the procedure became more flexible. The
Committee's aim was that its decisions should be taken, after
xhe fullest and freest discussion in the light of all the most
recent ascertainable facts, unhampered by anything which
might limit the powers of the delegations to base their final
decisions upon debates round the council table, and fortified
by all the knowledge and experience which they could obtain—
even if, in special cases, some of this knowledge came from
sources other, than the formally constituted delegations and
Advisory Panel. Naturally, however, the Committee was
cautious and prudent in admitting outside persons to its dis-
cussions.  Such'admissions were made only when it was satisfied
that thk was desirable in the interests of its work, and there
can be Uttle doubt that this flexibility proved advantageous.
It can also safely be said that the privilege, when accorded, was
never abused.

Another important practical point, ancillary to the governing
idea alluded to above, was that the delegations did not normally
come to the council table pledged or bound to any particular
course of action. In the early days that was not always the
case, but even in these early days the delegations were seldom
rigidly tied by hard and fast instructions. They could and in
fact not infrequently did depart from their instructions, when
convinced that the circumstances required such action ; and,
if they had no option in the matter, they were always willing
to refer the question again to their Governments, and to do aU
that lay in their power to support the view which they had
formed after discussion with their colleagues. In practice little
delay was usually involved, and in no case was it found im-
practicable to arrive at a reasonable solution. It is believed
that the delegations, in recent years, came to the meetings, in
general, unhampered by instructions i in the case of one of the
largest delegations, it is known that they were left almost entirely

from the beginning of regulation. Cases soraf*times arose
where major questions of policy were involved, transcending
technical or statistical considerations, and raising issues of
P~Wical importance. When this was so the delegations, naturally
~ rightly, sought instructions, from their Governments, and



followed the instructions which their Governments gave. But f
such cases were rare; and it is broadly correct to say that the '
decisions of the Committee, apart from questions which involved
political issues, or questions of an importance transcending
Si normal’ technical considerations, were based solely on the v
fuUest discussion of all the latest relevant facts, as elucidated
and scrutinised in a fiill and free debate by individuals who
possessed not only a knowledge of the practical working of
control, but also in most cases a life-long experience of the
production, distribution, marketing, and manufacture of rubber.

In connection with the voting provisions, it should be noted
that one member only of the nine voting members sitting on
the Committee could be regarded primarily as a producer. The
voting members of the Malayan, Netherlands Indian, Ceylon,
Indian, Sarawak, and Siamese delegations were, until quite
recently, all officials. The voting member of the Malayan
delegation was appointed to the Committee by the Secretary of
State for the Colonies, and was for the whole period of control,
until April, 1942, an official at the Colonial Office. The three-
fourths majority which’was required for important decisions
was throughout the control period obtainable if, but only if, the
Malayan and Netherlands Indian delegations were in agreement.
The governmental character of the Committee, so far as effective
major decisions were concerned, is apparent.

Article 18 governed the position of the Advisory Panel,
As explained above, this should under the Agreement consist of .
four members, two representing ' consumers of rubber in
America.” and two others, representing consumers elsewhere.
The actual choice of the two latter was most carefully made, after
consultation with all the authorities concerned. After America,
the United Kingdom and Germany were the leading consuming
countries and it was therefore decided that the non-American
members of the Panel should be representative of consumers in
these countries ; it was further arranged that the German member
should, through his contacts with European nibber manufacturers
and other consumers, also represent, so far as that was practically
possible, European consumers generally, in addition to his more
immediate representation of German consuming interests.

As regards the appointment of a second American represen-
tative, unexpected difficulties were encountered. The provision

~ number of the American members of the Panel
lie to two had been inserted in the Agreement (in a
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mandatory form) at: the request of the authorities in America.
When that Government was approached on the subject, they
readily agreed to the Committee’s suggestion that Mr. Viks.
President of the Rubber Manufacturers® Association of America,
who had been the American representative during the first
period of regulation, should continue as one of the Panel members.
But after some discussion, diiring which the desirability of the
appointment of a second American representative was strongly
urged, it was eventually intimated that the Government of the
United States did not desire to nominate a second American
representative to serve on the Panel.

The outbreak of war dislocated the Panel arrangements.
Herr Otto Friedrich, the German member, could no longer attend
the meetings, and Mr. Viles, the American member, owing to
the important government work in which he was engaged, found
it impracticable to come to London. He did everything he
eould, by correspondence, by cables, and by telephoning, to
maintain as close contact as possible with the Committee; but
these make-shift arrangements could not, and did not, effectively
replace that personal contact which had over a long period of
dme been found so fructuous and valuable. The Committee
made repeated efforts to strengthen the American representation
on the Advisory Panel, but all proved ineffective. This was
the more to be regretted as it will be apparent from later chapters
that the relations of the Committee with America were particu-
larly important, and raised questions of unusual complexity
and difficulty during the period from the outbreak of the war
until the time of the occupation by Japan of the producing
territories in the Far East. There seems little doubt that, had
the close, the frequent, and the sympathetic and understanding
contacts of pre-war days been continued effectively throughout
the initial period of the war until the time when the United
States entered the war, the work of the Committee would have
bpen materially facilitated; and misunderstandings which in
feet occurred, and which seriously prejudiced the cause and the
influence of the Committee, would have been avoided.

In the early days of control, when the Committee was feeling
its way and had no experience to fall back on, when personal
contacts were slowly being formed, and when confidence based

such contacts was still incomplete, the Committee—as has
~ready been explained—tended to adhere ligidly to the precise
~tter of the Agreement. There was some difference of opinion



among .he members on the point, but it

that consultation with the Advisory Panel .should

the specific requirements of Article 18, thait  to obtaimng Us
advice as to world stocks, the fixation of thi? current quota, and
"cognate matters affecting the interests of niibber manufarturen.

The Committee, however, soon came to” ri‘gard the Panel ~
a welcome collaborator; it fuUy apprecia.ted the laluc of its
assistance; it established close personal relations mth it;
and it was desirous of removing, fi-ially and effectively,
any plausible grounds for the suggestions which had not un-
naturally been made in certain quarters that the Advisory Panel
was treated as a subordinate body, and that Committee, m
private session, arrived at definite decisions on all the questions
in issue before the Panel had an opportunity to give its advice.
There was never any basis for these suggestions, but they wen>
freely made, and they were widely listened to.

For most of the life of the Committee the Panel was on precisely
the same footing as any delegation to the Committee, except that
it had no vote. It always had the fullest opportunities for
tendering advice ; it was present throughout all the discussions,
whether relevant or irrelevant to its special duties; and it
received copies of the full minutes of the meeting, and of all
papers circulated, at the same time as the members. It was,
it can be said with complete confidence, satisfied with the treat-
ment it received; was appreciative of the welcome it<*invariably
had from the Committee, and of the intimate character of its
relations with it; and was ready to acknowledge that it had the
fullest opportunity to represent, at all times, what it regarded
xs the consumer point of view.

There is another point as regards the practical operation
of the Committee which deserves mention. Every effort weS
always made to secure the preparation, as soon as possible after
each meeting, of minutes which sought to reflect impartially,
fully, and accuratcly, the whole course of the discussions. These
minutes were issued, in provisional form, to the members a few
days after each meeting. The minutes when correctcd were
circulated, and copies were sent to the signatory Gove~lment®
for their information. It was always considered important
that the signatory Governments should be placed in a position
to follow, in the closest possible manner; the proceedings of the
Committee, and to understand the real basis on which its decisions
rested. This they were able to do, from the commencement o



E control until its conclusion, and it is not improbable that the
special care and attention which were devoted to this matter
were responsible for the {act already noted, that the delegations
were, broadly speaking, left free themselves to conduct their
business on the Committee.

One last point relative to the practical conduct of the work
of the Committee should be noticed. The essential basis for
sound decisions as regards the control over rubber production,
distribution, and export, and the most difficult task of estimating
future absorption, depend to a very large extent on the availa-
bility of accurate, up-to-date, and complete statistics. The
Committee addressed itself to this important matter from the
beginning of its work ; and, as has been explained elsewhere, it
gradually elaborated, and published monthly, a compilation of
statistical information which came to be regarded as the most
complete and authoritative available to the industry. In this
it was helped most materially by the Governments and govern-
mental authorities concerned, including many who were not
signatory to the Agreement; by the Rubber Manufacturers’
Association of America, whose statistics were more complete
than any other compilation on a national basis; by the Rubber
Growers' Association in the United Kingdom, and by the statis-
ticians working with some of the principal agencies in this
country. As a result, the Committee always had before it a
mass of recent information and a conspectus of the general
position which were invaluable, and without which its work
could not possibly have been efficient. Wherever possible the
information placed before the Committee was derived directly
from the best informed and most rehable sources ; and experience
bas proved its general accuracy. Errors were made—as the event
proved, sometimes seriouserrors—in the estimationofthe probable
future absorption, but these were errors incidental to the position ;
they were not the result of any bias tending towards securing
the acceptance of this or that view favourable to the authority
responsible for the estimate. The information supplied was
invariably given on a purely objective basis, and it was accepted
'y fhe Committee as such. Not infrequently it felt averse from
accepting such estimates, and it did occasionally make moch-
«0ations, based upon its own sun'ey of the position in its widest
«Fcts. But broadly it accepted the estimates given by the
mluthorities who were in the closest contact with the position,

“nied its policy, and based its decisions, on them.



CHAPTER V

THE PLANTING OF RUBBER

The evolution of rubber growing and the commercial uses
of rubber have been sketched in Chapter I, where reference has
been made to lhe phenomenal extension of cultivation which
followed on the invention of the pneumatic tyre and the growth
of the motor car industry. It will be recalled that the area
under rubber in the Far East had grown from 5,000 acres in 1900.
to roughly one million in 1910 ; the corresponding figure, for
1920 was 4,000,000 and for 1930 8,000,000. The great bulk
of this phenomenal expansion had taken place in British Malaya
«and the N.E.l. Except for Java, those areas were sparsely
inhabited. The surface was covered either by primeval jungle,
as in Malaya, where the natives lived on the sea coast or the
banks of rivers, or with secondary growth, where, as in Sumatra,
the natives practised a shifting cultivation of hill rice. These
inhabitants were quite unsusceptible to the economic advantages
of settled employment. It was accordingly necessary for
intending planters to import labour and China, Java and India
were all drawn upon. Many of the Chinese remained as settlers,
but the Javanese and Indians usually preferred to return home
when they had made enough money for their modest needs, and the
supply of labour is even now the major preoccupation of the
manager of a rubber estate ; the maintenance of an efficient
labour force and adequate safeguards to maintain their health
have always been imperative requirements. Malaria in
particular has always entailed the utmost vigilance, but
medical science has indicated the procedure for dealing with
the malaria-carrying mosquito, and if due precautions arc
taken it is only occasionally that malarial epidemics occur.
The measures evolved to minimise the scourge of malaria
and other tropical diseases from these areas arc directly
due to the development of the plantation rubber iiidustry, and
m this respect the industry has left a permanent mark for good
m the countries where it is established. Otherwise living
conditions for both Europeans and Asiatics have been mado
attractive. In Ceylon and Southern India considerable planting
look place as a subsidiary extension of existing tea plantations :



‘i elsewberc planting was mostly by native smallholders, except

f French IndoChina, where a late effort was made by French
; capitalists to plant enough to supply French requirements lor
rubber.

That the planted area was extended so greatly and so quickly,
in spite of all the labour and health difficulties, is evidence that
the rubber tree, i.e., the Hevea brasiliensis, is easy to grow.

, * itsnative habitat it survivesthe fiercest competition, and under

! plantation conditions with a suitable climate, warm and moist.

it thrives on all but the poorest soil below 2,000 feet above sea

I level : it is also immune from the attacks of serious pests and

m diseases. In form it is a large tree of soft wood growing straight

with high branching limbs and smooth dark green oval leaves

m pointed at the ends, eight inches in length, growing in clusters.

Although trees have been known to grow to a height of over

IQ0 ft. with a trunk more than 18 ft. in circumference, the

' averageplantation treeis probablynot more than 40ft.to 50 ft.tall.

Both male and female flowers are found in the same inflorescence.

The flowers are pale green in colour with yellow centres, and are

only about a quarter of an inch across when fully opened. Few

of the female flowers set to form mature fruit—probably not
more than 2 to 3%.

The fruit of the nibber tree is not unlike that of the horse
chestnut except that there are no spikes. Inside the pod there
are. three chambers each containing one seed about the size of
;ipigeon’s egg. The seeds are brownish in colour with black
mottling. Under ordinary estate conditions a rubber tree from
8 to 15 years old will bear about 150 seeds annually.

n The leaves are shed once a year when the trees are said to be
“wintering.”” All the trees are, however, never devoid of leaf
ut the same time and during the wintering periods there is a
combination of gold and brown dying leaves and bright green
new leaves.

mWintering ” varies with geographical location; for example,

Amazon valley March to June.
Ceylon December to February.

Northern Sum atra} F~bruarj-to April

; Java July to October.
Southern Sumatra August to Octoberr
It takes at least five years from planting for a tree to reach
sufficient stage of maturity to be capable of yielding enough



at recent prices to cover the cost of tapping and manufacture.
The density of planting has varied according to prevailing
opinion, but a fair average stand at maturity is now considered
to be about 100 trees an acre. By natural causes a decrease to
70 trees or thereabout takes place over a period of years; astand *
of less tends to be considered uneconomic. On native holdingi /
stands are commonly of higher and in some areas of the N.E.I
much higher density.

Long before the advent of plantation rubber, merchant
houses had been established throughout the East and the
cultivation of other plants, such as coffee and tea, had been
carried on in plantations. The first ventures in rubber were
undertaken under the auspices of these houses and many of the
practices tested by experience in tea, such as the limitation of
the area under one management to a few hundred acres, operated
to reinforce the caution naturally felt in launching out on a
speculative enterprise which could not mature for at least five *
years. Obviously the capital resources available from such i
sources were insufficient to finance the spectacular increase
which began in the area planted with rubber during the
first decade of the century, and an appeal to the British
and Continental investor resulted in the speedy flotation
of many rubber plantation companies with small capital
resources, usually to buy and extend an existing plantation.
Investors were naturally anxious to sScure the protection afforded ;
by association with a firm long estabUshed in the territory and|
reputed for integrity and ability, and it was usually arranged;
that such a firm should become the Agent of the Company !
and thus exercise an oversight over at least the financial implica-1
tions of the planting operations undertaken by the manager.
This was the genesis of the Agency system which has gone as|
far to confer on the rubber plantation industry the benefits of j
large scale enterprise as is consistent with the existence of:
small separate financial units. Few of the large plantation;
companies opened up their estates from jungle as one unit on a
preconceived plan. Most grew by purchasing estates as oj)por- i
tunity offered, very often from Chinamen who had planted rubber
among their tapioca and sold the property as a rubber estati' i
as soon as possible. |

The native inhabitants became gradually aware of the i
potentialities of rubber asa cash crop,and the N.E.l.Government i
actively propagated theideain the mostbackward areas ol *

SO !



,ts territory.- It had the disadvantage of the long wait from
planting to maturity, but thereafter it promised an income
~eater in relation to the work involved than any alternative
The long wait was not a senous deterrent in the areas of shifting
cultivation, since in efiect the planting of rubber after .one
rice harvest meant the finding of a mature estate on the next
return to the same area seven years later. Unfortunately the
practice was overdone and eventually large native areas became
almost entirely dependent on rubber for their subsistence.

Rubber planting, which had become popular around 1910.
continued on asomewhat diminishing scale throughout the period
of the first world war. In the 1920°s however, the rise in rubber
prices due to the Stevenson Scheme resulted in extensive planting
being carried out both by estates and natives. The result was
that when the International Rubber Regulation Agreement
came into force on the 1st June, 1934, there were some 8,306,400
acres.under rubber in the regulating territories.

The International Rubber Regulation Agreement recognised
three agricultural operations—new planting, replanting and
supplying—and in its practical application three qualities of
planting material were admitted, bud-grafted rubber, high
yielding clonal seed and seedling rubber.

New Planting.
After 1st June, 1934, new planting was prohibited except as
follows :

(a) By Article 12 of the first Agreement Siam was permitted
to plant an additional 31,000 acres and each partici-
pating territory was allowed to plant for exclusively
experimental purposes an area not exceeding in total
one quarter lof 1 per cent, of the territory's ascertained
total area planted at the date of commencement of the
Regulation,

(4 By Article 12 of the second Agreement new planting
in each territory was authorised during the period to
31st December, 1940. to an extent not greater than
5 per cent, of the total planted area in that territory
as set out in that Article. During the said period the
Committee had discretion to authorise new planting
equal to a further 1 per cent, of the total planted area
of all territories but this power was not exercised.
{Every territory, except Burma, utilised its new planting



rights.) The Committee had discretion mto authorise
further new plantings after 31st December, 1940, ij
an unlimited extent and granted a further 5% to India
and Ceylon, with the promise of more if required befo,
31st December, 1943. Siam again secured the right to
new plant an additional 31,000 acres, but the full exteni
to which this had been done prior to the Japanese
occupation is not known.

In the second Agreement there was no provision
for planting rights for exclusively experimental purposes,
as it was considered that each- territory should appro,
priate from its new planting rights such rights as it
thought necessary for experimental purposes befort
allocating the territory's rights to individual producers;
but under the powers conferred on the Committee byl
the terms of Article 12 (c) of the Agreement it wes!
unanimously agreed, in order to give facilities for the'
continuation of experimental planting during ttii,
prohibition of commercial new planting after 1sf]
January, 1941, "to permit each of the participating
territories to plant up during the currency of tht
present Agreement an area equivalent to 1/16th o
1% of each territory's assessed acreage as set out it
Article 12 () or 300 acres whichever may be the greater.’
This was equivalent to authorising the planting of g
further 6,233 acres.

Replanting.

This process was defined in the International Agreement
planting during the period of the Regulation more than thirty
plants on any acre already planted and is thus linked up witi
the definition of supplying. By Article 12 (c) (ii) of the first
Agreement an owner was forbidden to replant more than 20
per cent, of his holding during the currency of the Agreement,
but in the second Agreement replanting was pennitted uncon-
ditionally, subject to the right of the Committee to impose a
limit after 31st December, 1940. This power was not exercised.;
It should be noted that planting an area not planted at Istj
June, 1934, in exchange for the cutting down of an area planted
at 1st June, 1934, was prohibited; *“ replanting” was strictly
interpreted to mean planting again on the same ground. There\
was considerable chafing at this, especially from representatives!



ot Native areas, but the Committee refused to countenance any
plea for relaxation, which would have given a marked advantage
to territories and estates with large resources of undeveloped
land.

For a long time prior to the prohibition of new planting it
had been evident that large areas of rubber were past their
prime and going downhill rapidly, but very little replanting had
been attempted. There were two main reasons for this.

(@) When an area is cut down for replanting income from
it usually ceases and there is a wait of at least five
years before the replants give any return; as long
as land was available there was therefore a strong
inducement to let the old rubber remain and plant
up new areas in time to produce an income before the
old area became finally unprofitable.

(6) The areas which were most in need of replanting were
frequently not the oldest but those where the soil
had deteriorated or disease was most prevalent; there
was therefore good reason to doubt the success of any
replanting operation undertaken on such areas.

When new planting was forbidden it was expected that there
would be a great extension of replanting and it was for that
reason that a limit was imposed in the first Agreement. The
result was, however, quite dii?erent and little replanting was
done, thanks to the poverty of the companies, the doubts
of success, and the loss of export rights entailed. Gradually
poverty disappeared, knowledge of replanting technique on
impoverished soils was gathered, and local enactments were
altered to provide that cutting down did not result in loss of
export rights if actual replanting were embarked upon within
one year after cutting down. The result was a progressive
increase in replanting until it was checked by shortage of labour
in 19+1. Very little of these replantings had been brought into
production before the Japanese occupation of the major producing
emtories, but reports on growth and appearance were generally
avourable and there is no reason to suppose that with adequate
nianunng they will not yield up to expectation. As the planting
aenal was either budgrafts from approved clones or high

concluded that each acre replanted

r, kt, equivalent of at least four acres of the impoverished
TObber which was cut down.



Supplying.
Though the nibber tree is easy to grow and hardy, there aff i

naturally some trees which die at all ages. Casualities of this!
category occur mainly amongst young plantings and are met by!
" supplying, ” i.e. by planting new trees in the place of thos;
which have died. The International Agreement limited
" supplying " to not more than thirty rubber trees on any planted
acre during the currency of the Regulation. Supplying vacancies
in older plantings is of doubtful value, as the supplies tend to ¥
suppressed by the older trees unless the vacancies occur asi

patch. i

In relation to the size of the industry the importance o
supplying is negligible.

Seedling Rubber.

The overwhelming bulk of the area planted with rubber!
consists of seedling rubber. Tliis means that it was planted
with seeds from unknown parents. No principle of selectioa
other than the planter’s experienced knowledge was applied-!
an unscientific procedure which was understandable in a ne*i
industry expanding at a phenomenal pace; the planter had in|
numerable pressing practical problems which called for his attention |
much more urgently, and during the period when the first greai
expansion took place profits were so high that there was m
economic pressure to search for ways and means of making the®
higher still. A little later when there was a certain surplus d
seed, a primitive form of selection was practised by collectin§
seed from areas of healthy and well grown trees which were
giving a comparatively high yield of rubber. This procedure
ignored the probabiMty that many of the poorest yielding trees'
in the area were the most prohfic seed bearers; therefore,
quite apart from genetical consideration, it did not follow that]
such a selection would transmit the high yielding quality of tk|
area to the progeny, and it also ignored the important influence’
of soil on output.

One planting operation which experience soon recommended
was the thmning out of the stand of trees per acre to allow the
remammg trees to grow better. As a preliminary to this thinnins
process a test of the output of individual trees became customary,
and It was then estabUshed that very often a high proportion,
say per cent., of the output of an acre came from a much
smaller proportion, say 10 per cent., of the trees on that acre.



FiJl effect to this discovery could not be given by thinning out,
aSit is desirable to keep a fairly even stand and the distribution
of high yielders was capricious ; this led to a demand for some
means of estabUshing a supply of planting material with a
reasonable certainty of giving a high yield at maturity.

There appeared to be two methods of ensuring that the
stand planted on any area would contain a big proportion of
high yielding trees, viz :

(@) vegetative reproduction by budding a graft from a

high yielding tree on to a suitable seedling, which gives
" budgrafted rubber,” and

(b) selection of seed from known high yielders,
and investigations into both methods were begun by research
workers in the N.E.I,

As a rule the two investigations were pursued independently
and much more attention was paid to the former method than to
the latter. There were sound practical reasons for this ; budding
and grafting are widely practised in all kinds of crops from
apples or roses to cinchona and have given predictable results
in countless cases, and they are also simple operations to carry
out.

The seedling on to which the bud is grafted is known as the
Stock, the sprout from the bud is called the Scion, and the
high-yielding tree from which the bud is taken is called the
Mother-Tree. a Clone is a family of individuals all of identical
vegetative origin, i.e., all budded from one mother-tree or
vegetative descendants of one mother-tree.

It is possible that the scion may be affected by the inherent
gnalities of the stock, but apart from this at present undeter-
mined possibility all the trees in a clone budded from one mother-
tree should very closely resemble the mother-tree in all charac-
teristics. In these circumstances the odds are all in favour of
gettiiig from the bud-grafts something very similar to the results
0 the oripnal mother-tree, unless external influences such as
neven soil conditions or disease are introduced.

It IS quite otherwise in regard to the second method of seed

rubber tree is not normally self-fertilising anf*
sw self-fertilisation are in most cases of infer’
(lissid normal seed has two parents and is the>-
parents. There is no ro
irang whether the high yielding quality of on



parents has been transmitted to aU, some, or none of the children
other than planting the seed and testing the result when the tr«
is mature. The odds are all against any " mamage ™ producing
all high vyielding progeny, so that the selection of pure linj,
of high yielding seed is a very lengthy, laborious and complicattd i
proceeding. The method now adopted is to make use of higfc. i
yielding Clon.al Seed, that is, seed of which both parents art)
members of proved clones. “
BUDGRAFTED RUBBEK.

The first efforts at budding rubber were made from 19101
to 1913 by van Helten in the Cultuurtuin at Buitenzorg, Java |
They were restmied in 1916 and the first account of the work\
was publishe”l in 1918. About the same time experimentsi
began on Pasir Waringin Estate, Java, Bodjong Datar Estate,!
Java, the H.A.P.M. estates in Sumatra and in the AV.R.OS, [
experimental station at Medan. Preliminary investigations |
were begun about a year later at the Royal Botanical Gardens,
Peradeniya, Ceylon, and in Malaya under the auspices oi tre
Department of Agriculture. In 1921 the first handbook on
the technique of budding was produced by the head administrator
of Pasir Waringin. In May, 1922, H.A.P.M. pubhshed the firsi
tapping results of 10 acres planted in 1918 and towards the ed
of 1922 the results of the first tappings on Pasir Waringin were
published. By the end of 1927 budwood was being advertised
for sale and the new method had been launched on a commerciilj
scale.

The tapping results of the first buddings were often dii)
appointing, due mainly to the high yielding qualities of man;
mother trees not being intrinsic but derived from some accidenta;)
external influence such as soil or disease. Nevertlreless, whethe
good or bad, they showed a very high degree of unifonnitj
throughout the clone. Somewhat later it was found that man)
of the buddings which had inherited the high yielding quality!
of the mother tree showed undesirable characteristics, such &
susceptibility to wind-break, uneven bark renewal or diseasf.
There remained nevertheless a residue of high yielding buddings
with no serious disabihties, which could be and were recommended
by scientific bodies such as A.V.R.O.S. as suitable for general
use ; these came to be known as Proved (.'loncs, but it shouM
be remembered that approval can never be final, and it happens
s-that some clones which have stood the test for years fall out d
snhe hst for defects which have become evident late in life.



There was considerable prejudice against the new method
in some planting circles, which the unfortunate experience of
certain of the pioneers in budgrafting considerably strengthened,
but bearing in mind that most planters were salaried employees
who did not benefit substantially by increased profits but had
all the trouble involved in trying out new methods the progress
made was more rapid than might have been expected.

By the time the preUminary negotiations which resulted
in the International Rubber Regulation Agreement got under
way in 1933 there was a sufficient area planted with budded
rubber in the N.E.l. and in Malaya to make it necessary to
recognise, in computing additions to the basic quotas in respect
of immature rubber, that there were two different kinds of rubber
to which it would be inequitable to apply the same standard
of estimated output. There was even then httle evidence of
actual output from budded rubber tapped under estate conditions,
and there was, both in the preliminary negotiations and later
when settling the rules for computing assessments of individual
estates, considerable controversy between those with budded
and those with seedling rubber. The scientific associations
such as A.V.R.0.S. and the R.R.l. were strong supporters of
{he different scales, and eventually the contest resulted in two
scales being used in computing international quotas, and in
estates budded with proved clones being given assessments in
respect of their immaturerubber  whichcorresponded fairly
closely to the International scale. Thusthe seal of official
approval was given to the claims made for budded rubber and
those estate owners who had taken the risk received in most
instances a fair reward. The two scales used in the negotia-
tions for the International Agreement were :

Seedling. Budded.

Age pounds pounds

per acre  per acre

Syears 60 400
6 . 180 600
7 . 400 1,000
8 500 1,200

It was assumed that such young rubber as was old enough had
been tapped in the years chosen for computing the basic quotas,
and the above scale allowances were not added in full but only
to the extent of the difference between the presumed output
capacity in the basic years and the increased productive capacity
Which comes with fuller maturity.
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It is probably neccssary to say a few words about what is
implied in the term " a proved clone.” We have already defined
a "clone,” and a " proved " one is a clone which has stood up
to the test of commercial tapping for at least five years and
has not subsequently had its approval cancelled owing to the
development of unfavourable secondary characteristics. Many
of the present outstanding clones were among the first to be
proved, but a far greater number of clones of which high hopes
were held at one time have since been discarded, and only the
fact that many numbers are missing from the clonal sequences
of the various suppliers serves to remind one that those remaining
are the cream of the cream. To gain official approval for a clone
it is necessary to submit the data to the scrutiny of a recognised
scientific station, such as the R.R.I. or A.V.R.O.S.; these
.stations produce their own proved clones as well as grant approval
to the clones of individuals who grow budwood commercially.

The advantages of rubber budded with proved clones are :

(a) Its dependability; some clones do better in particular
circumstances than in others, but such peculiarities are
known, and if used in accordance with directions proved
clones can be depended on to give the results expected

(6) Its uniformity; the variation between members of a
clone is much less than in an equivalent number of
seedlings, which enables the planter to thin out evenly
all over the area.

(c) Its higher yield; expectations of yield have not been
entirely fulfiUed, but budded rubber under estate
conditions has given twice to thrice the yield of good
ordinary seedlings.

Its disadvantages are:

(«) Longer period t.. maturity; the operation of grafting
sets the plant back about two years.

(6) Slower bark renewal; this objection is not fullv
proved.

There is no doubt that on the whole the advantages greatly

r M recently, wh™ high
Stite L it” ‘iuan«t‘>s such
rn~"Mv 1 taken place has been done
Tvatble t” tadded rubber. Supplies of budwood were made
tTchniSinL T Government auspices and

technical mstruction given, so that they too shared in the benefits.



High Yielding Clonal Seed.

While this progress was taking place in the use of budriwl
rubber, a few investigators continued their searches for aon!!
strain of high yielding seed. The small percentage of rubber
flowers which produced seed has already been mentioned and
this, in conjunction with the difficulty of hand pollinatine a
forest tree, makes uneconomic the production of seed of which the
father and the mother are both known. But by means of budded
rubber it is possible to plant up areas isolated from other rubber
trees with one or more clones, which means that the parents
are kno™ within narrow limits. By trial, it has been proved
that the crossmg of certain clones produces seed which normaUy
contains a high percentage of trees yielding more and often much
more than the average or ordinary seedling rubber though
there is still a wide variation between the children of any such
marnage. Considerable quantities of such seed from areas
planted solely mth such clones and isolated from other rubber
by a distance sufficient to exclude all risk of pollination from other
trees were appearing on the market of recent years. Scientific
stations are still chary of giving their blessing to such unions,
but planting opinion is almost unanimous in preferring seedlings
to budded rubber, and when the Japanese broke in was tending
more and more to take whatever risk be involved in-planting
with such high yielding clonal seed instead of budgrafting mth
proved clones. There is no doubt that yields equivalent to the
best yields expected from budded rubber (1,000/1,200 Ib. an
acre) are being obtained from areas planted with clonal seed,
though as yet only from small areas. Informed but conservative
planting opinion isnow at the stage of recommending plantingwitli
from half to two-thirds buddings and the remainder with high
yielding clonal seed. The next stage may well be the evolution of
still better proved clones from the best high j'ielding clonal
seedlings, which will restore the ascendancy of budded rubber
until these better clones are again displaced by clonal seedlings of
equivalent quality and so on.

So far there has been no special scale used internationally
Uf within producing territories for computing quotas or assess-
ments of high yielding clonal seedlings, which got an assessment
only at the seedling scale until they proved their capacity to
yield more. This was felt to be a handicap by the champions
“ high yielding clonal .seed, and the difiR.eulty will have to be
seed and settled if the problem of computation recuis.



rtFM'FRy i .
0. --nntrol nl Hsrrt'.n)? was nn essential part of the regulatior
st'hffli*
nimng tlii: first pfmxJ, 1°534-1938, new planting was exprcsslj
fnrhidden cxcopt for nurseries and experimental purposes
becaiist' in the early years of regulation not only were worli
stocks very high, but world productive capacity was bclieva
fo be much greater than any likely consumption demand withii
the next decade. Doubts as to the continued excess of work
productive capacity over consumption arose in 1937 and i
became clear that power to allow new planting must be givei
to the Committee if regulation was continued.

During 1938, when the continuation of the rubber schem
was under consideration, the whole question was examine
with the greatest thoroughness and care by a sub-Committe<
The difficulty of the problem is well illustrated by the followin
quotation from their report:

" The sub-Committee appreciate the very great impoi
tance of any decision which may eventually be talicn i
regard to new planting; and they have been guidec
throughout their deliberations, by the consideration tha
all~*possible care must be taken to secure that the supplie
of rubber, which world demand may require, are at a
times likely to be forthcoming. They have also had in mini
that it would not be acceptable to the Governments i
the producing areas, and to the industry as a whole, i
new planting were undertaken on a scale which did i
fact result in a large exce.ss of productive capacity ove
world demand.

No satisfactory or adequate statistical basis exist;
or can be evolved, which would lead to reasonable cerlaint;
in this matter. The producing capacity at any givei
datum point is not accurately known ;the extent to whici
replantmg will be resorted to is a matter of conjecture
world productive capacity nine or ten years aheat
CMnot be estimated with accuracy ; and the probabli
absorptive demand at that time is clearly a matter o
mdividual opinion. Indices, of varying value, can b,
obtamed as regards some of these points ; but, when it i’
remembered that the figures which are of special importanci
here represent the differences between very large anc



\ incalculable amounts, it will be appreciated that any
attempt to settle this question solely or mainly by statisti-
f cal methods must fail."

Eventually it was decided to allow 5 per cent, new planting
! in the years 1939 and 1940, equivalent to some 400,000 acres.
m and to give the Committee a free hand to decide the amount
of new planting, if any, that should be allowed in the three
subsequent years of the continued period of regulation 1941-1943.
! During 1939 and 1940 better statistics and greater knowledge
I convinced the Committee that productive rapacity was still
! far in excess of demand and that no new planting in the near
future was required. This was the Committee’s view up to the
time of the Japanese invasion of Malaya and the Dutch East
A~ Indies.

i It has already been stated that the control of planting is
essential to regulation. The quotation from the report of the
sub-Committee gives some idea of the difficulty of regulating,
in order to meet satisfactorily an unknown future demand,
the planting of a tree which takes five or six years to come into
production and which may remain in production for 30 or 40
years.

The problem is to provide a satisfactory relation between
two unknown quantities ; future productive capacity and future
consumption demand. Regulation .by its improvement of
statistical knowledge was helping to provide the data for a
reasonable estimate of future productive capacity, but future
demand must always remain largely an unknown quantity.

I Various new factors, such as the growth of the synthetic rubber
industry and the expansion of rubber growing in the Americas
and Africa, are going to add to the coinphcations of a problem

the practical solution of which is of vital importance to producer
and consumer ahke.



CHAPTER VI
RESEARCH AND STATISTICS

1, Research. i

No history of the International Rubber Regulation Schei®
would be complete without an account of the provision whic'
it made for research. The rubber growing industry had
been backward in initiating and supporting research into pdjas
of production, and modem research and experimental statios™
had long been estabUshed in Malaya, Ceylon and the N.E.I *
the results in the shape of high yielding rubber trees were out
standing. At the same time research into problems affectim
the use of rubber had been prosecuted in the U.S.A., the UK
Holland, and elsewhere, some of it under Government auspice
but most of it pioneer work initiated by manufacturers.

In a sense these two lines of research were the reverse d
complementarj’; while the rubber grower was making 1,0001h
of rubber grow where 500 Ib. used to grow, the manufacture!
was making 500 Ib. do the work which used to be done by IOt
Ib. In fact, of course, on balance an immense advantage accrud
to producers from consumers’ research ; it was only the strikini
mprovement in the quality and reliability of rubber good
which brought motoring within the reach of millions and thd
vastly extended the market for raw rubber.

At the same time there was room for further research designed
o improve neither the productivity of plantations nor thi
quahty of existing commercial rubber articles, but to find ne«
uses for rubber and thus to secure a still further extension ol

with all the researcli which had been

conducted m o rubber for the best part of a generation ina«V
asjc physical and chemical problems remained unsolved. The
Agreement in providing for research showed

scientifir k ‘~e view now generallv accepted that
aDohrltl 7 ~n*; its own sake may prove in
Ten trn ‘A id of commerce and 6

f revolutionary inventions and processes:



The original Article 19 of the inter-governmental Agreement
which provided for research read as follows :

“The contracting Governments, recognising that a
natural balancing of production and consumption can be
hastened by research with a view to developing new
applications and by propaganda, declare that they will
consider the possibility of (i) levying and collecting a
uniform cess on the net exports from their, respective
territories during the period of the Regulation for the
purpose of supporting such research and propaganda,
and (ii) co-operating in the constitution of an International
Rubber Research Board to plan the research and
propaganda.”

It will be observed that the article is permissive and not
mandatory, but little time was lost in implementing the promise
to explore possibilities. In May, 1934, the Committee invited
the Rubber Growers’ Association and its opposite number in
Holland, the Internationale Vereeniging voor de Rubbercultuur,
commonly called the International As.sociation, to consider
the article and make recommendations ; both of these bodies
were already conducting consumption research and propaganda.
In the joint report which they submitted the two associations
acknowledged the need for greater research and extended
propaganda and suggested that a cess of Id. per 100 Ib. annually
on exports of rubber from the regulating areas would provide
sufficient funds. They proposed that the responsibility for new
developments should be entnisted to their associations, which
would expand their respective organisations within the limits
of the cess income which would accnie to each of them from
national sources, and would co-ordinate their work. It was
indicated in this joint report that the French growers would
support the proposals and would ask the R.G.A. to administer
the funds obtained from the cess in French territory.

The Committee further sought the advice of Sir Frank Smith,
who was then Secretary of the Department of Scientific and
~ Ml * Research ; the gist of the report which he made was

0 ows. The income of any scheme of research of the raagni-

e contemplated should be guaranteed for a period of not less

the p ® period extending beyond the life of
Agreement, and the annual exix-ndituri-
distrih,?? ~ £100,000. As regards the

ion of work, while it was obviously economical to



strengthen the researches of existing bodies rather than to

duplicate them, the policy of " farming out ™ if carried oot

injudiciously or too extensively tended to confusion of effort

and therefore to its stultification. Sir Frank Smith's conclusion

was that: " Well directed work in a central establishment

under the immediate control of a good I~irector gives himi

better opportunity of co-ordinating effort and of supplyi,,.

the drive necessary to produce effective results.” Consideralile

emphasis was laid on the extent to which the success of a researcli

organisation or institution depended on the appointment of a
competent full-time principal officer, in whom scientific qualifica-
tions were not the only ones desirable : “ The Director of g.
considerable research undertaking must of necessity be a man of:
affairs and one who can exercise sound judgment on matters i
of policy as distinct from those requiring only scientiic

determination.”

Further, there would be need of a strong central authority. ;
Such an authority in the form of an International Rubber
Research- (and Propaganda) Board as contemplated by the
Regulation Agreement would necessarily have to be representa-
tive of the contributing Governments, but it was to be hoped
that its members would serve as individuals mexercising their
own unfettered judgment rather than as representatives speaking
to mstructions. A plea was expressed for the greatest possible
amount of freedom, unhampered by reference to the various
Governments interested, for any Research Board which might
be instituted.

With the joint report to which' reference has been made
above and Sir Frank Smith’s recommendations before them
the Regulation Committee set up a sub-Committee
to consider the joint report of the Rubber Growers' Association;
and the International Association, Holland, the note by Sir'
frank Smith, the opinions expressed by members .... to'
prepare a scheme for research and propaganda as contemplated *

u K Agreement which in their view the Committee
would be justified m recommending to the different Govemments.” ,

in its report, which was presented within two months of i

~"b-Committee drew attention to the
miphcation conta”in Article 19 of the Agreement that any

j~Bdderhcy, L.P. lo Cgsquino tie Bnssy, J. G, Hay, H.



s raised by a uniform cess should be administered by an
fMernational Rubber Research Board. It was forced to
mhe conclusion that this degree of centralisation would have to
L rejected as impossible of attainment. It had been made
dear to it that revenues derived from Dutch territory in the
Far East would have to remain under Dutch control, and it
appeared politically impossible to hand over funds which would
in effect be the produce of taxes imposed in British territory to
an international organisation operating abroad. Fortunately
it did not follow that the constitution of an International Rubber
Research Board was thereby rendered impossible ; it merely
suggested a larger measure of decentrahsation than had been
originally contemplated.

The detailed recommendations of the sub-Committee were
as follows.

1. Since it would be impossible to recruit the scientific
staff required unless the scheme provided some reasonable
security of employment, the signatory Governments should
bind themselves irrespective of the fate of the Agreement to
provide between them over a term of years the funds required
for the salaries of the permanent members of the staff of the
institute and its standing charges. In the first instance the
uniform cess should be at the rate of Id. per 100 Ib. of rubber
exported ; it was calculated that such a cess would provide at
the time when the report was made £70,000 with a 70 per cent,
quota or £75,000 with a 75 per cent, quota. The amount likely
tobe obtained was thus below that generally regarded as necessarj*
for a thorough research and propaganda scheme, but attention
was drawn to the fact that the funds ought to be available for
some time before full expenditure could be incurred and that a
margin would thus be provided for capital expenditure and
possibly for some small reserve.

2. If the funds raised in Dutch territorj' were administered
y a Dutch Rubber Research Institute and the funds raised in

ntish territory (including if the French Government so desired
man raised in French territory) by a British Institute, the
ovemmg bodies in those two institutes should meet at regular
th/T ~ constitute an International Rubber Research Board,

distrAT™ ™A co-ordinate by a
and « "* research the programmes of the two institutes,
“t'tained* T exchange of all information and results

e m The Committee expressed its opinion that if



collaboration on those lines could be achieved—and it
not aware of any obstacle to that achievement__the n
contemplated by Article 19 of the International Abtp
would be substantially fulfilled.

Tlic British members of the Committee added their
recommendations regarding a British Research unit Tv
unreservedly endorsed the views of Sir Frank Smith which
been quoted above, and recommended the immediate appoij
ment of a suitable director at an adequate salary for a tenj*
years. As regards the governing body, its character had toj
determined by the fact that it would represent the territod
which provided the funds and be responsible for the efficia
working of the institute as a scientific body. They eqres®
their belief that the efficiency of the scientific work wouM!
advanced and responsibility for the expenditure of pubKc faii
safeguarded if the governing body consisted of four nuraba
appointed by the Colonial Office, with the consent of and,
behalf of the contributing Governments, and two members,
the Rubber Growers' Association. It was suggested that Il
members appointed by the Colonial Office should include ti
persons conversant with physical and chemical problems from
scientific point of view, and one conversant with the admJ
stration of scientific research schemes, the remaining mcral
bemg preferably someone possessed of admitted business i
admmistrative capacity and experience. i

It would be the duty of the director of the British Instit)
to mamtam continuous contact with the director of the Dui
Institute, whUe the governing bodies of the two institutes shod
meet for the same purpose at least once a year as an Int(
nation™ Rubber Research Board. One of the duties of ft
K L the intermediary
the Rubber Regulation Committee a joint report of tlie m

year s operations, together with a comprehensive budget k
the coming year.

“*Asearch, which was undoubtedly ti
”oth of the Regulation Committee 0

howcvpr question of intfrnational i)ropagaiida
to th7;rr terms of reference. It  cle.
linked in th researcli and propagand.i thougt

the sire sm Agreement and Imaneed ftoc

same sources, were activities so diverse in character th*



separate organisations were required. While it was agreed that
all cess monies deriving from British, Dutch and French terri-
ffofies must remain under the control of their respective national
authorities, the sub-Committee recommended that the Inter-
>national Research Board should be asked to determine once in
each year what proportions of the proceeds of these cess monies
should be devoted to propaganda by each national authority ;
they tentatively suggested that one-fifth of the total funds
available should be earmarked for this latter purpose. For the
‘purpose of co-ordinating the direction of propaganda activities
an International Propaganda Committee was suggested consisting
ol a Chairman appointed by the International Rubber Research
Board, two members nominated by the R.G.A., two by the
Dutch Research Board and one by the French Government.

The report of the sub-Committee was accepted by the Rubber
Segulation Committee and sent to the signatory Governments
:with a recommendation that the cess should be instituted as
from 1st October, 1936. By the 26th January, 1937, the Govem-
ments of Malaya, N.E.l., North Borneo and Ceylon had accepted
the recommendations in the report and had undertaken to coUect
the cess : “ so long as the export of rubber is regulated " and
the Government of India and Burma *“ for the period of the
present agreement only,” that is up to the 31st December, 1938.

Later when the Agreement was prolonged to the end of
IW, India and Burma contmued their cess payments and Siam
and barawak agreed to contribute their share~the cess paid
by &am hemg retained for research work in Siam. This exten”on

1943. guaranteed an

® 1 ™dertakmg to collect the cess on exports had effect
S ttat ™  therefore launched
*Ifoard Rubber Research
“ovenimenfA+t J'~sponsibility of advising the subscribing
P the rate nf * Regulation Committeeifanyadjustment
A adLstmen* necessary. In fact no occasion
Search and financial position of the national

receipt of organisations being strengthened by
““I'er Remfl!; n
‘N'maiittee from accruing to the

governmental Agreemrat m'icle 6 of the inter-

‘e International



During tlie 5i years period from the 1st October igk
the 31st December, 1941. the total income accruing to theR *
organisations from cess collections and from monies
under Article 6 of the inter-govemmental Agreement was"*
over half a milhon pounds, while the incomes of the Dutch**
French organisations were £400,000 and £60,000 respecii.*
It win be seen therefore that the total annual income wasney
double that recommended by Sir Frank Smith. UnfortunaH
owing to the occupation by the Japanese of most of the reguluy,
areas the only sources of income remaining are the cess colecta
from Ceylonand India, which are paid to the British organiatim

As soon as the recommendations of the Committee had k&
accepted by the Governments the members of the British Ribk
Research Board were appointed and a director of research*
then chosen by the Board. Shortly afterwards the res«a
activities of the Rubber Growers’ Association were absotli
by the new Board and the new British research organisat®
became known as the British Rubber Producers’ Resean
Association. Propaganda was carried on by a Committee
the Rubber Growers’ Association, which was constituted
1938 as the British Rubber PubUcity Association.

On the Dutch side the International Association re-organi!
their research department under the name of the Rubh
Stichting, separating it into two divisions, a techni
research division to deal with laboratory research and a teciuii
commercial division to disseminate the results of research \i;
and deal with propaganda. At the same time the Frenchi
up an organisation on similar lines, embracing .both reseai
and propaganda activities, which was named the Institut Franj
du Caoutchouc.

The International Rubber Research Board, consisting of thi
members of the British and Dutch research institutions and ti
members of the French institution, began its work of co-ordinati
m the summer of 1937, The directors of the respective Reseat,
organisations were entitled to attend meetings of the Boar
About the same time an International Rubber Propaga®
Committee, consisting as recommended of an independent dowi
man chosen by the International Rubber Research Board, t«
members of the British and Dutch propaganda units and «
member of the Prcnch unit, was set up to ©o-ordinate proeaggs/\

activities.



n The main task of the International Research Board was to
F mould the national programmes in their relationship one to
f another in order to eliminate avoidable duplication while at
f same time maintaining the national preference as to lines
\ of investigation. In particular in regard to research on synthetic
nibbers, the Rubber-Stichting included in its programme direct
investigations into the technique of manufacturing known
synthetic substitutes for rubber, while the British Rubber
Producers' Research Association included in its programme-: an
indirect attack on the problem r.ttempting to isolate the
hydrocarbon polymers and other >~nstituents of natural rubber
with a view to relating chemical cc/mposition, molecular structure
and physical properties. Similarly the Institut Fran8ais du
Caoutchouc concentrated on special ~“pects of this work.

The British Rubber Producers' Research Association made
plans for the erection of laboratories contiguous to new on(®
projected by the Research Association of British Rubber
Manufacturers, but the outbreak of war prevented the fulfilrnent
of these plans, and the B.R.P.R.A. were obliged to equip
temporary premises at Welwyn Garden City, Herts. Besides
doing useful work in helping various Government Departments
to deal with urgent service problems, the B.R.P.R.A. team of

« research workers is there carr3ng on a programme of fundamental

. r~arch. Much important work has been accomplished, and
substantial contributions have been made to the knowledge of
the molecular structure and reactivity of rubber. The scientists
at Welwyn Garden. City are also engaged on problems of applied
research and have uncovered some possible new industrial
applications for the material.

Unfortunately owing to the calamitous events of May and

June, 1940, very httle is known of the development of the research
I ‘Programmes undertaken by the Dutch and French organfsations.

but prior to the war the Rubber-Stichting had made plans to
m rebuild and re-eqiiip their laboratories in Amsterdam, and the
' Institut Fran”ais du Caoutchouc, with the financial help of the

British and Dutch organisations, had become installed in well-
' equipped laboratories in Paris.

The Rubber-Stichting had. up to the invasion of the Nether-
lands, continued its programme of research which, ovnng to
the fact that the International Board had only been functioning
for a comparatively short time, duplicated to some extent the



programme pursued by the B.R.P.R.A. In the field of applies)
research, however, the Dutch had been engaged on somewhat
different problems, including powdered rubbers and the problem
of the adhesion of rubber to iron, cement, wood, etc. The
Dutch were also greatly interested, as already pointed out, in
synthetic rubbers, and the Director of the Rubber-Stichting
visited the Soviet Union in order to investigate the raanufactmt
and properties of the Russian synthetics.

Besides the work carHed out in Holland, further researches
financed from cess monies were carried out in the N.E.I, at the
West Java Proefstation. In 1941, after further collaboration
with Holland was impossible, the Royal Netherlands Government
then in London sequestrated the Rubber-Stichting and re
constituted it as the Netherlands Indies Rubber Experiment
Station, Batavia, absorbing into this new organisation the
Rubber Department of the West Java Proefstation. In this
way the fabric of Anglo-Dutch collaboration was maintained
until March, 1942, w'hen the Japanese invaded Java.

The Institut Fran”ais du Caoutchouc, which was perhaps
owing to its much smaller financial resources less ambitious in
its programme of research, was nevertheless doing work of high,
quahty and prior to the fall of France had recorded progress, |
Among other problems studied by the French was that of the|
direct use of coagulum with a view to eliminating processing and j
vulcanization. Promising work had also been carried out or|
the problems of rubber ageing and oxidation.

While the British, Dutch and French research units were
tackling their problems the national propaganda units were not
i<Ue, and in the short time at their disposal before the war
disrupted their plans they had shown considerable activity *

The British Rubber Publicity Association in J)articiilar |
confined its activities to work in the U.K., the Colonies, the
Dominions and the U.S.A. A special representative was appoin-
ted to undertake propaganda activities in the I'.S.A. to increase
the utUisatiou of rubber, and in spite of the short time that
elapsed before the outbreak of war terminated his appointment
he had made considerable progress, especially in regard to
fwthermg the use of rabber in agriculture. An agricultural liaison
officer was-also appointed with gratifying results to carry out
work m the U.K. and the Dominions. Apart from agriculture
appreciable sums were allocated to extend the use of rubber in



buildings, in engineering and in the home. The PubHcitv
Association also responsible for an impressive Rubber
Pavilion at th$ Empire Exhibition in Glasgow in 1938

The propaganda branch of the Rubber-Stichting confined
its activities to work m the Netherlands and Colonies, Scandinavia
Germany and the countries of Central Europe, as well as Soutli
America. Th); work carried out by the Netherlands unit was
very similar i.o that carried out by the British, and although no
representative was appointed to work in South America tours of
instruction were carried out in many European countries The
Rubher-S'ichting had a stand at the V IlIth International Road
Congress' Exhibition at the Hague in 1938.

Thf;, scopc of work of the propaganda department of the
In' titut Franfais du Caoutchouc was confined to France and her
Colonies, Italy and Spain. Although this organisation only
ramc into being at the beginning of 1938, the French delegate
to the International Propaganda Committee had been conducting
propaganda work single-handed, and at the " Exposition Inter-
nationale des Arts et Techniques ™ in Paris in 1937 he had
participated in the construction and installation of the * Palais
du Caoutchouc ” in .collaboration with the British and Dutch
organisations and with financial help from the International
Rubber Regulation Committee. Owing to the limited funds at
its disposal the French unit was unable to formulate such
ambitious plans as its sister organisations, but during the short
time prior to the war it had carried out valuable work, especially
at various exhibitions throughout France and by -taking part
in the production of documentary films on rubber.

This brief account of the work being carried out by the
research and propaganda units set up under the aegis of the
International Rubber Regulation Committee does not in any
way give a proper assessment of the importance of this work,
hut it does perhaps indicate how such work has been commenced
miid how it is hoped it may be continued when peace returns.

At present, so far as is known, only the British rasearch unit

operating, but fortunately a partial preservation of the
mtemational character of the scheme was made possible by
~  close contact which the Board of the British Rubber
roducers’ Research Association has been able to maintain with
>6 scientific officers of the Royal Netherlands Government in
-on on. and by the attendance of an officer of that Government
at their meetings.



At the ond of the period covercd by this rcfort the cessation !
of rubbor supplies from the Far East resulted ha an insistent
drive m the U.S.A. for the mass-production of ,-ynthetic sub-
stitutes for rubber, carrymg with it the mobilization of possibly
the greatest concentration of research talent any single
problem in industrial science. What may cm/rge therefrom
directly or indirectly effecting the plantaijjo*~ industry
remains to be seen. The British unit accepts ‘these added
responsibihties and it is also keeping in view the ti?¥when the
plantation rubber areas now under Japanese domination -will
again be freed, and when international co-operation can be
resumed to further the work for which the research organisations

were established.

2. Statistics.

The rapid development of the plantation rubber industr}
during the first decade of the present century necessitate!
some comprehensive statistical measure of its more importan
features. This was early rccognised by thc Rubber Grower-
Association, which amongst its permanent committees appointe
one to deal with statistics.” This committee began to functio
about 1914, and although its activities were necessarily curtaik
by the war, it did a considerable amount of useful work durir
that period. Nevertheless at the end of the war it was difficu
to get a correct statistical picture of the industry. Acreaf
data for estates were unreliable and only the haziest ideas thi
existed of the area under native rubber. The R.G.A. Statistk
Committee took much more vigorous action after the war, ai
for many years it took every opportunity of pressing for n(
data, and of suggesting improvements in the collection
existing data, to the Governments of the various rubber produci:
countries. The adoption of the Stevenson Scheme necessitat
the collection of statistics for administrative purposes, and t
data for Malaya and Ceylon became more extensive and me
complete. In 1924 the Netherlands Indies Government adopt
the sensible procedure of imposing a small ad valorem cessont
value of all exportsand imports for the purpose of establishi
a properly equipped statistical and intelligence departme:
and thereafter there was a rapid improvement in the extent a
accuracy of their published data on rubber. But even as h



eak of the present war, the total area under native
B the Netherlands Indies was not accurately known*

1520 until 1934 most of the important current statistics
*N°M'5hed in a Bulletin issued by the Rubber Growers'
and circulated monthly to its members.

1030 the Rubber Growers' Association decided to enlarge
of the work of its Statistical Committee, and set up
r"™mCTcial Research and Statistical Department under a
j Comm n Committee. Statistics continued to be
in its Bulletin but a new Contributory Statistical

Service was initiated.

When the international regulation scheme came into force,
the International Rubber Regulation Committee set up a
. .rtment for the coUection and coUation of the statistics of
thdndustry. primarily to furnish data and reports for its delibera-
tions It also decided to publish its own monthly Bulletin, which
ikst appeared in 1935 and continued until it was suspended
“for the duration " in December, 1941. The statistical data
accumulated by the R.G.A. were put at its disposal and the
Bulktin was planned on a comprehensive scale. It gave ad hoc
statistics of the exports ,from and stocks in regulating countries,
and also included fairly complete data on world exports, imports,
absorption, stocks and prices as well as data on collateral
activities Uke automobile and tyre production. The Bidktin
was welcomed by the industry and was very favourably com-
mented on by the press. The semi-official status of the

International Committee and its connection with various

*The figureo[ 1,806,516 acresgiven in Appendi-tix (Table 1) is the estimated
given by the N.E.I. Government at the end of 1940 and is based on a “ee
count undertaken as a result of regulation and completed in 1936. The N-E.Il.
Government in deterjnining its total acreage figure for the purposes Oi ArUcle
U of the Agreement (Appendix i) used the estimated acreage figure derived
the 1930 tree couTit,
After this history had been prepared, and was in the press, the delegation
01 the N.K.L on the International Rubber Regulation Committee mformed
the Committee that, as a result of a survey of the native rubber areas begun in
I’M in conncction with regulation in these territories, it was now estimateil
roat the area under native rubber was about 3,200.000 acres. This estmiatc
|*pn)visioual and tentative, but it is believed by the N.E.l. delegation to approxi-
to the truth. The investigation Wiis, it adds, practically completed when
t” invasion took place. The Committee has coneiidered it desirable
this information ; but it accepts no responsibility for it;and it dcares
to ~ that the pos nis such that it isquite impossible for the Committee
estimate critically, or to form -any opinion as to its accuracy; at

details are. or can be made, available.

A



eovemments and trade assiwiations made it dear that the
BidUtin would become the recognised statistical service for all
interested in the industry.

The publication of tlie BuUain was, of course, only part of
the activities of the Statistical Section ,of the Secretariat of’
the International Committee. The most important function of
this Section was to build up, maintain, and interpret for the
Committee, the whole body of statistical and other data pertain-
ing to the industry. Much of the data is confidential; much Is
too detailed or otherwise unsuitable for insertion in a general
bulletin ; some of it, e.g., data on planting and replanting, is
made available only at the end of each year. If the war had not
intervened, it is possible that an annual supplement would havt
been issued which would have summarised and extended the
information given in the monthly bulletin. There is, of course,
a limit to the amount of infonnation that can usefufly be made
available to the public. On the other hand the Committee
was in a position to obtain from its Statistical Section a considered
and informed opinion on many of the matters it was called upon
to discuss and decide, as the Statistical Section had at its disposal
the information and experience of the whole industry, which
was always readily given.

The statistical and other data which the Statistical Section
collected and arranged were the most complete and up-to-date
record in existence, but gaps remained to be filled and the
Secretariat from time to time brought to the notice of various
Governments and Associations the deficiencies in their published
statistics and made suggestions for their improvement. Inter-
national uniformity in the method of collection and of publication
of statistics is of great and obvious importance for a number
of purposes and it is to be hoped that this particular side of the
Committee’s actimties will be continued and extended by its
successor or another international agency.



CHAPTER VIT
STOCKS OF RUBBER
I

As was made clear in a preceding chapter, one of the primary
and direct purposes of the Rubber Regulation was to control
stocks, and before we proceed with a historical survey of the
Committee's work it is desirable that we should make clear
in rather more detail the stocks which were controlled and the
y,ay in which they were affected by the provisions of the
Agreement.

Stocks of rubber may be divided into the following three
categories, which must be separately considered: stocks in
producing countries, stocks afloat, and stocks in consuming
countries.

1. Stocks in producing countries.

These may again be sub-divided into two classes : (a) stocks
inside the regulated areas, and (6) stocks outside the regulated
areas.

{a) Stocks inside ike regulated areas—Stocks inside the
regulated areas consisted of stocks on estates and stocks in the
hands of dealers. Under the provisions of the International
Agreement the amoimt of stocks held within the regulated
areas was limited. This limitation applied both to stocks held
by growen> and those in the hands of dealers and others. For
most territories a definite common limit was laid down but in
certain territories, viz. French Indo-China, India (including
Burma), the islands of Singapore and Penang, Sarawak and Siam,
no definite limit was stipulated, except that in India (including
Bunna), Sarawak and Siam stocks were to be * limited
to normal proportions having regard to tho amount of rubber
internally consumed.” Estate stocks were limited to not more
than 20 per cent, of the quantity of rubber wholly grwvai and
produced and removed from the estate during the preceding
twelve months, or alternatively a quantity equivalent to twice
tile amount allowed to be exported from the estate during any
month. The total of all other stocks in a territory was limited
to not more than 12~ per cent, of its permissible exportable
~ount for the control year.



WTien the Agreement was renewed on 6th October, 193g
the stock provisions were slightly altered so as to allow for the
holding of larger stocks by producers In the regulated areas.
The hniit for large estates of not less than 100 acres was raised
to one quarter of the total standard pro.duction of the estate
in the preceding control year ; as regards estates of less than
100 acres, it was stipulated that stocks should be kept ™ within
normal limits.” This alteration was due to the lesson learned
at the beginning of 1937, when, in spite of the Committee's action
in raising the rate of release, supplies did not come out rapidly
enough to prevent a sharp rise in price. The Committee felt
that if larger stocks could be built up inside the regulated areas,
they could be quickly utihsed if supplies were needed urgently,
and rapid increases in the rate of release could then be followed
by equivalent exports from the regulated areas.

Although this provision to hold larger stocks did not tech-
nically come into use until the beginning of 1939, the contracting
governments at the Committee’s request allowed its application
at the end of 1938. Owing to the depression in America in that
year, it had been necessary for the Committee to cut the rate of
release drastically—to 45 p”r cent, during the last half-year—
and the accumulation of stocks on estates helped to solve a very
difficult labour position.

It was usually estimated that under normal conditions total
stocks inside the regulated areas amounted roughly to |i to
1J months’ current exports, and showed only seasonal Huctuationi;
from year to year.

{b) Slocks outside regulated areas.—”The most important
stocks in this category were those held in Singai>ore and Penang,*
stocks under Customs' control, and-stocks in Para and Manaos.
There were of course stocks awaiting shipment in other non-regu-
lated countries but these were relatively insignificant and no
record was kept of theVn up to the end of 1941.

As regards stocks in regulated areas under Customs’ control,
the Coirmittee made provision in the early days of regulation
for terr.tories wishmg to do so to credit rubber which had not
been shipped before midnight on the 31st December in any’
control year but had been placed under Customs’ control as

“ d Pciiang were actually inside the regulated area’
f Agreeiuent to resaril the entry of rubber intu Uie»"

igggrﬂefd Ias L%ih/gfcutside the regulated areas. Clinically both places



., export under the Scheme during that control year mthus
L k of shipping did not prevent total permissible exports being
realised. Many of the regulating territories took- advantage
of this provision.

Taking into consideration the stocks both inside and outside
regulated areas, it was usually estimated that under normal
conditions the total stocks inside producing countries were
roughly I\ to 2 months’ current exports.

2, Stocks Afloat.

These stocks represent the rubber which has been declared
an export by the exporting country, but not declared as an
import by the importing country.

The most accurate method of determining the amounts, by
cabling departures and arrivals of shipping, was too laborious
and costly, and more approximate methods had to be adopted.
Up to the beginning of the war the generally accepted estimate
forstocks afloat was 1,1/3rd months’ shipments, i.e., one month’s
shipment plus one-third of the previous month's shipment.
In statistical work this estimate gave satisfactory results.

When war broke out the average length of voyage was
considerably increased and the previous method of calculating
afloats at 1.1/3rd months’ shipments was useless. A new method
based on exports by destinations from producing territories
corrected for irt\ports into consuming territories was devised by
the Committee's statisticians, and the estimates made in this
way gave even better results in statistical work than those
under the old method had done. The new method was made
i»ssible by the speedier transmission of information from
txporting countries.

3. Stocks in consuming countries.

m The only stocks about which reliable information has been
available in the past were those in the U.K. and U.S.A. Some
mformation was obtained from time to time about stocks in other
cpuntries, e.g., Japan, Germany, the Netherlands, France and
Lanada, but these figures were very incomplete and only available
>ntermittently and were therefore not included in world stocks.

Most of the U.K. stocks were held by dealers in warehouses
London and Liverpool. These warehouse stocks were the
“onnal source of supply for part of the requirements of the U.K.



manufacturers and of other European countries, though latterl,
most important European countries with the exception of

were importing direct from producing territories. Figures of
these warehouse stocks have been available since 1913 ; further
the majority of U.K. manufacturers bepn furnishing figures of
their own separate stocks to the Committee at the beginning of
1935. During 1940 the British Government commenced to buifj
up an emergency stock in addition to the stocks held by tht
manufacturers and in warehouses.

U.S.A. stocks were held by manufacturers, importers, dealers
and private speculators, the greatest part being held by members
of the Rubber Manufacturers’ Association. The R.M.A. issued
monthly estimates of the total U.S. stocks based on the returns
received from its members, and at the end of the year the US
Department of Conunerce made an independent survey. On
the results of this survey the R.M.A. estimates were revised ©
that the final figures should be reasonably accurate. The RMA.
gave a quarterly division between the stocks in the hands of its
manufacturers members and those m the hands of its dealer ad
importer members. The Department of Commerce gave an
annual estimate of the stocks in the hands of manufacturers
and those in the hands of dealers and others. In addition to
these " normal ” U.S. stocks, the American Government in 1939
began to accumulate a special emergency stock of rubber whicli
had been obtained from the British Government in exchange for
cotton—the so-called * barter ” stock. In 1940 the American
Government began to accumulate an additional emergency
stock of rubber through the Rubber Reser«e Company—the
so-called “ reserve ” stock.

It was clearly important in view of the terms of the Inter-
national Agreement that the Committee should decide in its
own mind what constituted a normal stock.

The history of the rubber producing industry had been so
chequered, exposed as it had been from infancy onwards to
abnormal conditions, that past experience was no infallible
guide , no statistical or mathematical solution presented itself.
A stock'equivalent to a certain number of months’ currcnt
consumption at one period might represent a normal stock,
whereas a similar stock at another juncture might bo either
too larg? or too small. Various factors determined whetlicr
a given number of months' consumption was adequate or
excessive, and not the least important of them was what



? ieht termed market psychology, That in its turn was

i Znendent on future prospects such as consumption trends
wliich are largely coniectural, and on the speed at which supplied
could b® decreased ; this latter factor was of very
considerable importance during the early period when the capacity
of the Committee to regulate productioi efficiently was being
jostsd.

Even when truth is hard to establish in any particular
question it does not follow that falsity is beyond detection,
and wliile, owing to the difficulty of assessing the relative
importance of the various factors involved, it was unpossible
to iind any hard and fast definition of normality in stocks, the
abnormal on either side of the normal was at times very easily
detected.

The Committee was in fact during the course of regulation
forced to proceed by trial and error, basing its decisions on the
best information available ; to an increasing extent it relied
onthe prevailing price and the trend of the market as a barometer
of stock normality.

A word should be added regarding the Committee's considera-
tion of the buffer stock problem.

As early as September, 1934* the Dutch delegation suggested
the formation of a buffer stock, primarily with the object of
reducing the price then prevailing. As will become evident in
the ne.xt chapter, the Dutch Government was extremely anxious
on administrative grounds to maintain the price of rubber at
M. per Ib. (gold), that is 6Jd. per Ib. sterling, any higher price
Wng at that period liable to make native exports uncontrollable.

The proposal, which was really more a tentative suggestion
than a seriously considered scheme, was discussed by the
Committee and the Advisory Panel, One obvious difficulty
*3s that to create an additional stock, and that was the purpose
“f the suggestion, at a time when stocks were excessive and
required reducing, would be contrary to the Committee's mandate.
“Wher it was generally admitted that the effect of the creation

publicity has been given to tJie idea that buffer stock pi”
the Committee at an earlv date by Mr. Wra. de Krafft
boffS « ~ Rubber Companv. This was not the case ; Mr. de Krafits

scheme was suggested bv him as an aiternative to tho Internatio”™
Scheme, and was put forward before the Committee



oi a buSer stock might be to increase rather than lower prices
a price movement of this cliaractcr had recently been experiencai
in the case of tin. The upshot of the discussion was that n
decision could be taken for the time being and that no action
was required.

The next proposal before the Committee for the formation
of a buffer stock came from the Rubber Manufacturers® Association
of America through its representative on the Advisbry Panel
This proposal, which was submitted on the 7th January, 1935
suggested " ... that there should be established a reserve
stock of crude rubber under the control of the International
Rubber Regulation Committee, to be used for the purpose oi
preventing a speculative market, such reserve stock to be operated
in a manner similar to that effective in connection with the
control of the production of tin."

This proposal was down for consideration at the Committee’s
ninth meetmg on the 26th February, 1935, but at that meeting
Colonel Townsend,* said that since notifying the Committee oi
the proposal he had discussed the question privately with
several members of the Committee, and had come to the conclusion
that it was not an opportune time to pursue the suggestion.
He therefore proposed that the matter should be left to the
consideration of the Committee, and that it might be reported
on at some subsequent date. The Committee agreed that the
question should be kept in mind, and that the Chairman should
be authorised to make such arrangements as he thought desirable
to revive consideration of the proposal when it seemed opportune.

TJerawas no further mention of a buffer stock scheme until
tlie beginning of 1938 when Herr Otto Friedrich, the German
reprfsentative on the Advisory Panel, mentioned the formation

ft, \% n possible means of improving the elasticity*
ot the scheme. This suggestion was contained in a memorandum,
presented by Herr .Friedrich after consultation with the German

Agreeraent™ " A* AN renewal of the Regulation
tatiy o T - o Amvrican represen-

t ft discussing thejrenewal of the
proTecrof \ . subiiitted a rough
project of a scheme for the creation gf a buffer stock e

American Government during the renewal nlotiations also




EEEm confidence in the adeiiuacv
Q stabimy of supply would be greatly increased if the proposed
\greeracnt made provision for holding substantial stocks of
rubber in or near the principal consuming areas, available for
prompt release at any time— the so-called buffer stock idea."

At a meeting of the full Committee on the 29th March, 1938,
)Ir, Viles said that his Association had come to the decision
that it would be wise to make provisions for a buffer stock
proposal in the Agreement ; he did not ask for the.adoption
of his particular plan, but hoped that it would stimulate enough
interest to enable the Committee to arrive at a more detailed
project. During subsequent discussion Mr. Viles said that
« reading a recent report on raw materials issued by the League
of Nations* he had noted that the only imperfection found in the
| robber regulation scheme was the absence of a buffer stock
! scheme. He said that his Association was thinking of some
closer collaboration between producers and consumers, and
that he intended to work out a more complete plan for a buffer
stock which he would, offer to the Committee later.

| On the '26th July, 1938, Mr. Viles recurred to the question
; and presented a memorandum on the subject from the Board of
: the American Rubber Manufacturers' Association. A sub-
; Committee of the Association had considered the matter and had
realised that, i* order to be successful, buffer stocks must be
1controlled and managed by the Committee or by some body
~designated by it, and that they must be worked in conjunction
i with the fixation of the permissible exportable amounts. They
appreciated that the Committee had controlled exports as
eificiently as was possible in the circumstances, and that the
aslrainistrative machinery of regulation had greatly improved ;
j mtthere was always the drawback of a certain time-lag between
O fixation of a permissible exportable amount and the
of that rubber effectively on the market. He hoped

ht*mk 'i'™"”ttee would carefully examine the proposals he

limeT alternative method for coping with this
luw 1, of Nations' Committee for the Study of the Problem
tothe IRH r* , Professor van Gcideren, ffead of the Dutch delegation
of “ice-Chairman of the I.LR.K.C. at that date, wasa ¥i«-

«liD drew a ~gue of Nations” Committee and one of the two members
“P Annex If (On Buficr Stocks) to the Report.



* The preamble to the Rubber Manufacturers' Association
recommendations stated :

" Although it is believed that regulation of productio,
and exports of crude rubber under the Internationd
Agreement has been carefully administered during tl,
past five years, and that the Committee has endeavourej
at all times to consider the welfare of producers ad
consumers based upon available information, there &
always a period between the time when decision is
and the actual effect that shortages or surpluses of rubbg
occur, and during this ‘time-lag * opportunity is affordtd
speculative interests to create market conditions detrimenUl
to consumers and producers, which are not intended by
by the Committee.”

The memorandum went on to propose that, in order t
minimise the adverse speculative activities due to this ftime'
lag a reserve stock of cnide rubber should be acquired. It wi
suggested that these stocks should be purchased at a time o
low consumption and low prices and that releases should b
made from them when consumption was increasing and price
were tending to increase above a reasonable figure. The buyin)
and selling price limits should be definitely agreed upon betwea
the Committee and the consumers and limits which might h
considered might well be from 6d. to 8d. per Ib. The stocks shouli
consist of not less than 100,000 tons, of which 50 per cent
should be held in the U.S.A. and a like amount in the U.K. ai
the Continent of Europe. The stocks should be controlled b
the Committee through a small management committee to b
selected by it, and the financing of the stocks should be carrie
out by the countries signatory to the Agreement. To preveii
deterioration of the rubbLT, it was suggested that 35 per cenl
of the stocks should be turned over at least once a year.

The American recommendations had been received too rea
the date of the meeting for members to consider them carefulii
and It was agreed that the matter should be discussed fully &
a later meetmg. NIt was pointed out. however, that the proposal:
indicated an mitial expenditure by signatory Oovrrnnienli
of some £4 000,000, and it was suggested that members shook

ascertain the opmion of t'helr Government before discussing ti
matter further.



| The question was again discussed at tlie meeting held on

L 15th November, 1938, and it was then apparent that the

fnvernment of North Borneo’ was the only one which had
messed its views on the R.M.A. proposal, and that these were
fevourable, both on financial and general grounds.

Mr Viles again emphasised that he did not wish the Committee
10 consider only the R.M.A. proposals, but hoped it would
investigat<5 any devices which could be used to secure a more
.table price for rubber. n n s

It was suggested that the whole subject should be fully
examined by the Secretariat, and the Chairman of the Nether-
lands delegation offered to prepare a memorandum gi-ving the
views of his delegation in order to stimulate discussion at a
subsequent meeting. After further discussion it was agreed to ,

~ consider the question at the next meeting and in the meantime
[ toinvite members to give their opinions in writing.

Before the next meeting, however, a letter was received
iron) Mr. Viles asking that discussion on buffer stocks should be
postponed until such time as his Association could present a

i plan that would be “ more definite and designed to operate in a
« more normal economic world than exists at the present time."
i The item was then removed from the agenda, and in the absence
; of the promised plan no further Committee discussions on buffer
W stocks took place.
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CHAPTER VIII
THE WORKING OF REGULATION 1934 & 1935
I

It will be .easier to follow the ensuing narrative if the ei
portable percentages which were iii force during the petij
under review are first set out in the following”™table n,
bracketed figures refer to percentages which were fixed
revised before they came into force :

1934. per cent. 1935. per cent.
June/July 100 1st Quarter 75
Aug./Sept. 90 2nd (75) 10
Oct./Nov. 80 3rd (70) 6p
December 70 4th (65)60 1

1936. per cent.
1st Quarter 60

This chapter deals with the work of the Committee from thi
commencement of Regulation in June, 1934, to the end of 1935
the runnmg-in period. The Committee had to lubricate, set p
motion, and adjust the machinery of regulation. It was faced
mth many difficult problems which it overcame successfully;
by the end of 1935 the Regulation Scheme had been well tested
and was showmg signs of .working in a manner satisfactor)’ &
the Committee the Advisory Panel, the producing territoris
and the general public.

was signed on the 7th May. 1934. Siam had
wai ~'ASUlation Scheme and in September, 1934,

which VovisioL™ TgYeemenV fer"
further, the Govern,f;* ™« *x “ACp i frmm

on behalf of India Agreement
r>nt farwarri a rlaim! Subject to ccrtain reser\-ations,
naees for both counts®™ ~Atsruary, 1935, for increased ba,sic ton-
Acountries n to get these
ANom e toterms T. “ Sulation Scheme it was necessary t»
eed to theA ex.nding over some months the Committee |

K e
Kgreed to t"basic tonages demanded by both Governments.



For the Temaining years of the first regulation period 1935 to
1938 inclusive Siam received an addition of 25,000 tons per
annum and India approxinnately 4,000 tons per annum. Burma

' received an increase of 1,250 tons for 1935 plus 500 tons for
1936; her basic tonnages for 1937 and 1938 remained unaltered.
siam‘retained in addition the special privilege conceded in
the preliminary negotiations when her basic tonnages were
provisionally fixed at 15,000 tons per annum, which guaranteed
that, irrespective of the rate of release fixed for the other
regulating territories, she should be allowed to export not less
than 75 per cent, of her basic tonnages in 1935, 85 per cent, in
1936, 90 per cent, in 1937 and 100 per cent, in 1938.

An initial difficulty in the practical operation of the
Regulation Scheme was the method of controlling native exports
from the Netherlands East Indies. The absence of any detailed
and precise information regarding the extent and ownership of
native rubber gardens made it impossible to regulate native
rubber exports by the method of individual control which was
applied to estates in the Netherlands East Indies, and to estates
and native holdings in most of the other regulating territories.

The Government of the Netherlands East Indies had therefore
decided to regulate native exports by means of a variable export
tax, designed to adjust the price recayed by the natives to
whatever level might be necessary fro/ time to time to bring
their exports within the permissible ‘exportable amount; the
whole proceeds of the export tax were devoted to the benefit
of the population in the rubber producing areas.

The difficulty of regulating native exports by this method
was aggravated by the fact that, as the price rose in the months
prior to the introduction of regulation from below 4d. per Ib. to
6d. per Ib., native exports increased to a level greatly in excess
»f their monthly share of the basic 'tonnage, even at 100 per
cent rate of release. From the beginning of regulation, there-
®e, the Netherlands East Indies Government had to impose
» heavy tax in order to bring native exports within their share
° the basic tonnage ; any rise in price and any reduction in the
tax of release below 100 per cent, necessitated a still heavier

ve A“ternment was reluctant to raise the export tax to
levels and so reduce the price received by the native
0 ucer below a certain point, because, owing to the fall in



the value of other cash crops, an increasing number of natives
were becoming dependent on the sale of rubber for obtaining
the bare necessities of life.

It was also difficult to devise projects on which t
spend for the benefit of the native population the very lage
sums accniing from the tax, and so compensate for the growing
disparity between the world price received by estates and te
price received by the native producers. '

For these reasons the attitude of the Netherlands Government
to regulation was determined at this stage by its desire o
maintain a price at which it could control native exports by
a relatively low export tax ; it became known later that the
maximum pricc level which, in its view, would meet this
condition was 6jd per Ib.

During 1934 and 1935 it became obvious that the system of
controlling native exports was impeding the proper working o
the regulation scheme, and that the scheme could only be worked
as intended if the difficulties of the Netherlands East Indies
Government were eased by a substantial increase in the Nether-
lands East Indies basic tonnages, in consideration for the
replacement of the export tax at aJi early date by a system of
individual control.

As the result of negotiations during 1935 the basic tonnages for
the Netherlands East Indies were increased for the remaining
years of the scheme by some 55,000 tons per annum, and the
Netherlands East Indies Government gave the Committee
an assurance that with these increases added to the native
share of the basic tonnage, and with any additional internal
adjustment that might prove necessary, it could work the
regulation scheme effectively until such time as individual
control for all its native producers could be introduced, it
did in fact come into force as from the ]st January, 1937.

When considering the work of the Committee during 1934
and 1935, it is important to bear in mind this major difficulty,
and to realise that the problem of controlling native exports
determined to a very large extent the attitude of the Dutcli
delegation in the fixing of the rates of release during the period.

The Committee's mandate as laid down in the preamble to
the Regulation Scheme was' " to regulate the production and
export of rubber in and fre’m producing countries with the



f . Jof reducing existing world stocks to a normal figure

d adjusting in an orderly manner supply to demand and
*"aintaining a fair and equitable price level which wiU be
reasonably remunerative to efficient producers,”

j. its task of regulating exports by fixing periodically
,he permissible exportable percentage, the Committee was faced
from the outset,with many difficult problems of which the
(oUowing were the more important; the reduction of world
stocks in a manner acceptable both to producers and consumers ;
ronsideration of what would constitute in any given period
() a normal world stock of rubber (2) a fair and equitable price
level reasonably remunerative to the efficient producer ; the
building of an efficient statistical service essential to the working
of regulation.

This chapter will show how the Committee discharged
during the period under review its main function of determining
from time to time the permissible exportable percentages.
After a brief review of other important work carried out by
the Committee, the chapter will end with an attempt to sum up
aid assess the work accomplished during this period.

Wilien regulation came into force on the 1st June, 1934,
world stocks of rubber indicated by the figures available were
735,000 tons divided as follows :

Stocks outside regulated areas in producing

COUNEries s 110,000 tons
Stocks in U.K. warehouses ... 96,000
Stocks with U.K. manufacturers (est.) ... 32,000 ,,
Stocks in the U.S.A ..o 355,000 »

Slocks afloat s 142,000 »

Expressed in terms of current absorption 735,000 tons
represented 9J months’ requirements, and U.S. stocks represented
« I”°nths' current U.S; requirements.

The Committee determined to reduce exports gradually, and

at for several reasons. It was anxious, especially in the
Advisory Panel, who had not yet been appoin-

anxiety felt by consumers, and to show them

<isr “o™mittee had no intention of acting drastically in
~g3rd of their interests. It was necessary also to allow



the regulating territories time to organise and adjust th
machinery of regulation ; the Netherlands East Indies Goven
ment in particular needed time to gain control of native exports'

The Committee decided to introduce regulation of expott.
as from the 1st June, the earliest practical date for enforcement
by fixing the foUo-wing percentages for the remainder of 1934!

per cent.
June/July 100
Ang./Sept. 90
Oct./Nov. ... 80
December 70

Any monthly deficiendes or excesses were to be adjusted a
any time during the period.

This decision was equivalent to a release of 87.1/7 per cent
for the seven months’ period, but had the advantage of bringing
the rate of release down to 70 per cent at the end of 1934, with
the idea that this rate of release could be continued if desirable
in 1935. The effect was to hmit exports for the seven months'
period to an amount which, it was estimated, would approxi-
mitely equal world absorption during the same period.

The pohcy pursued by the Committee was in fact so cautious
that by the end of the year world stocks had only been reduced
by 9,000 tons to 726.000 tons divided as follows ;

Stocks outside regulated areas in producing

ANNFIES s 67 000 tons
Stocks in tl.K. warehouses ... 135,000
Stocks with U.K. manufacturers............... 43,000
Stocks with U.S. manufacturers............. 244,000
Stocks with U.S. dealers, €tC....cccvveivecreneenne. 1117000
Stocks afloat . ~267°000

Total world stocks were still equivalent to 91 months" current
absorption. wMe those in the U.S.A. had increased relatively
to 0%er 9 months current absorption, although remaining at the



I these circumstances the maintenance of the 70 per cent,
of release for the first quarter of 1935 seemed imperative,
° th the Advisory Panel and the Dutch delegation were for
Jiff rent reasons anxious for an increase. The former were
| nlv apprehensive at this stage as to the effectiveness of the
Smittee's machinery ; the latter were faced with the difficulty,
to which reference was made above, of controlling the exports
f native rubber if the price level was maintained at a higher
? than 6id. ; the price when the decision was taken was
akrat 6}d. and there was some reason to suppose that a decrease
in production would raise it.

It was these considerations, and particularly the difficulties
of the Netherlands Government, which induced the Committee
to raise the exportable percentage for the first two quarters
of 1935 to 75 per cent. It was evident, however, that regulation
on this basis was in the long run unworkable ; it in fact meant
that exports were regulated not by reference to the fair and
equitable price level reasonably remunerative to efficient
producers, but by the level at which the Dutch could control
their native exports. There was no reason prima jade why
the price level at which an export tax on native rubber in the
Netherlands East Indies could be successfully operated, which
was determined by one set of circumstances, should coincide
with the equitable price level for the efficient producer, which
was determined by an entirely different set of circumstances.

When fixing the second quarter’s percentage the Committee
had announced a reduction to 70 per cent for the third quarter
in the hope and expectation that the prospective reduction in
supplies would serve to maintain the price ; in fact the jSrice
sagged to SJd., and permissible exports for the second quarter
were, with the full agreement of the Dutch delegation, reduced
to 70 per cent., the figure for the third and fourth quarters being
fixed at the same time at 65 per cent.

It may be noted that this marks the first occasion when the
Committee acted to vary a decision which had already been
taken and announced ; its power to do so was one of the
flexible elements of the scheme and its readiness to exercise

a signal to the markets of its determination to carry
™t its mandate. In the course of the year it became clear
At unless the decision regarding the last quarter were varied
‘ was extremely unlikely that there would be a reduction over



the whole year of 300,000 tons in the stocks, a target
the Advisory Panel had accepted as reasonable. Declared *(
in the U.S. and United Kingdom had actually increased bpt
1st May, 1934, and 1st May, 1935, by over 60,000 tons Tu
the price had fallen by 2d, to a figure at which it was certai*
unremunerative to the efficient grower. The rate for the 1
quarter was accordingly revised and fixed at 60 per cent ' ~

In 1935 the Committee was largely but not complet*
successful in its effort to reduce world stocks at the ratel
100,000 tons per annum until a normal stock was achieved |
the following figures show, stocks at the endof the year had kea
reduced by another 80,000 tons to 645,000 tons, divided*
follows: 1

Stocks outside regulated areas in producing |
38,000tons W

Stocks in U.K. warehouses 164,000 '
Stocks with U.K. manufacturers............... 45,000
Stocks with U.S. manufacturers............. 180,000
Stocks with U.S. dealers, etc. 132 000
Stocks afloat . 86 000

Expressed in terms of current consumption world stocks repre-
sented about months' requirements, while those in the US
had dropped to roughly 7i months' U.S. requirements. T»oi
¥ ko figures.  Firstly, iti

wdl be observed that the reduction in U.S. stocks took place
nly m those held by the manufacturers—possibly a reflection
heir confidence m the Committee. Secondly, it wiU be noted
that warehouse slocks in the U.K. had greatly increa.sed. This’

too much rubber on the

ranng 1 T ™ frf'Ouses-the world's ultimate,
wS nor, T nrrmnim-“fat rubber gravitated when there:
abovrf?r . A>-"™here. It will also be noted from the |
had been iiwaiting shipment and slocks atloal m

ratts'c"TelfaS



The cleasion tor tne nrst quarter o( 1936 was taken with
the knowledge that there would be increases in the basic tonnages
: assigned to the Netherlands East Indies large enough to facilitate
the control of native exports. A disturbing factor was thus
removed and it was possible to conccntrate on the systematic
reduction of stocks. A figure of 60 per cent, was fixed for the
first six njonths of 1936 with the full concurrence of the Advisory
Panel, subject to the usual proviso that the decision could be
revised at any time if desirable ; this rate was equivalent to
57J per cent, of the 1935 basic quotas.

Before we attempt to assess the work of the Committee
during the period under review in its main task of fixing the
exportable percentages, a brief reference should be made to
other important work which it performed.

The settlement of new basic tonnages for Siam, India and
Burma to secure their adherence to the regulation scheme, and
the revision of the Netherlands East Indies basic tonnages,
have already been mentioned. In addition the Committee
examined and rejected claims for revision of the basic tonnages
for North Borneo and Ceylon.

At the request of the Committee a formula for determining
the costs of production on estates was devised by an expert
Committee of the Rubber Growers’ Association, and was agreed
by the Dutch Association (Internationale Vereeniging voor de
Rubbercultuur). It was discussed on several occasions by the
Committee and the Advisory Panel, and with some slight altera-
tbns was accepted by both parties. From 1935 onwards
Jnthly or quarterly returns were received from a large percentage
of the estates in the producing territories. When the formula
was devised no one could know how the costs would work out,
nor could anyone question the accuracy of the returns. There
ws however, room for difference of opinion as to the cost
Cjel of the efficient estate and as to what influence native costs
e ercised in determining the level of efficient producersasawhole,

tiin"™* formed the subject of discussion from time to
, me, and no precise decision was ever taken by the Committee
remu u at any given time a price level reasonably
ijest™"~ efficient producer—a difficult theoretical

conclmflie-.aKtfijlSied reference will be made in the
“ >ng ch~ptSr. Buti*Pywing-~or some difference of opinion

' .,2.18 LY



as to interpretation, these costs of production figures
accepted as significant indicators, and from 1936 onwards the
views of the Committee and the Advisory Panel on a reasonabl,
price level were influenced by them to an increasing degtet.
Appendix iii gives the formula under which the cost retum,
were presented to the Committee.

A plan for an international rubber research scheme, linking
national research institutes in England, France and Holland
was put forward in accordance with Article 19 of. the Agreement
and accepted by the signatory Governments. The historj- d
this very important development is recorded in Chapter VI.

The organisation of an efficient statistical service and tfe
pubhcation of a statistical bulletin were two of the earliest tesks
undertaken by the Committee, and were essential to its work

In considering the work of the Committee in the period hee
reviewed it may be stated with some confidence that it wes!
undoubtedly right to bring the necessary regulation into efiea
by gradual stages and that it showed considerable skill ad
prudence in its original decision, which maintained a high latt
of release for the first seven months of regulation and yet reduced
the theoretical rate of release to 70 per cent, by December, 1934

During 1935 the work of the Committee was seriously impeded
by the difficulties of the Netherlands East Indies Government
If the Committee had not been hampered by this difficulty it
would undoubtedly have begun the year with a 70 per cent
rate of release, and would have been able to make its substquem
decisions without the revisions that characterised the period.
The attitude of the Advisory Panel underwent a considerable
change as experience was gained. In October, 1934, it wes
nervous regarding the working of regulation and its effcct on
price, and unwilling to advise any reduction in the very heavy
world stocks. In 1935 it showed much greater confidenct
in the working of the scheme ; it accepted the necessity for
reducing world stocks, and itself suggested a reduction a
100,000 tons a year as a reasonable objective. Its adwM
as regards the rates of release at the earlier meetings in 1935 wes
based to some extent on an estimate of absorption that was not
realised ; the final total for the year fell half way betwciii its
early optimistic estimates and later pessimistic ones. Towardsi

the end of the year its views approached much nearer to thoa
ol the Committee.



In general, it may be said that in the period under review
me Committee had overcome some major difficulties and had
hown that it exercised full control over exports. It had made

e progress in its first objective of reducing existing world
locks to a normal figure. It had made dear its intention
to wotk the scheme in accordance with its mandate, it had
gained the confidence of the Advisory Panel by its prudent
Mlicy, and it had discouraged speculation by the moderation of
jte decisions. It had in fact proved that the machinery of the
Regulation Scheme could be worked successfully and had
demonstrated its desire to work it with moderation. It must
be admitted that it was ~eatly assisted by the general improve-
ment in business conditions, and by the relative stability of
consumption at a yearly figure some 100,000 tons in excess of
1933 absorption, and 250,000 tons above absorption in 1931
and 1932; but for these conditions lower rates of release would
have been necessary, and the rise in the price level would have
been much slower.



CHAPTER IX
THE WORKING OF REGUEATION 1936 to 1938

The exportable percentages in force during this period
were as follows :

1936. per cent. 1937. per cent.
1st quarter 60 1st quarter 0)75
2nd 60 2nd (70)80
3rd 65 3rd (85)90
4th 65 4th 90
1938 per cent. 1939 per cent.
1st quarter 70 1st quarter 50
2nd 60
3rd 45
4th 45

It should be emphasised at the outset that since the hesic
tonnages of 1936 were considerably higher than those of 193%
the 60 per cent, iixed for the first quarter of 1936 represented the
production of considerably more rubber than 60 per cent, ij
1935. The Committee, in maintaining the 60 per cent, rate,
had in fact decided that the output should be larger ; the equiva-
lent rate of release applied to 1935 tonnages would have been
67i per cent.

By the end of 1935 the running-in period had ended and
the next three years, which contained every variety of economic
weather, tested the machinery of regulation to the utmost. A
I*nod of growing prosperity during 1936 rose to a sharp and
short-hved boom in 1937 and was followed ivith unexpected
suddenness by an acute depression in 1938, which again began
to hft towards the end of the year.

It will be remembered that at the end of 1935 world stocb
TOre equivalent to rather more than eight months’ requirements,
the pnce, which had not budged far from the sixpenny level,
was too low to be generally remunerative—a fact admitted bv
~e Advisory Panel. It began to rise in 1936 and it was 71d.
when m April the Committee fixed the quota for the second half
of the year on the advice of the Advisory Panel at 65 per cent.



was estimated that on this basis stocks would be reduced by

hu-thor 1Z5.000 tons by the end of the year; the Advisory
Panel gave an assurance that manufacturers would support the
fxistiag price level.

Actually absorption greatly exceeded estimates, and the
reduction in stocks at the agreed rates of release was far greater
than anticipated. At the end of 1936 world stocks were down
t0 464.000 tons, a decrease in the year of 181,000 tons. These
stocks were divided as follows :

Stocks outside regulated areas in producing
countries .. 35,000 tons

Stocks in U.K. warehouses 79,000 ,,
Stocks with U.K. manufacturers.. 24,000 .,
Stocks with U.S. manufacturers 157,000

Stocks with U.S. dealers, etc 66,000 ,,

Stocks afloat 103,000 ,’
Total world stocks now represented only 5! months’ current
requirements while those in America were just 4| months'
current U.S. absorption. Stocks in U.K., both warehouses’
and manufacturers’, and stocks with U.S. dealers, etc., had
been halved, while other stocks remained at about the same
levels as at the end of 1935.

There was no reason fo envisage so considerable a reduction
in stocks when the decision was taken to fix 70 per cent, for
the first six months of 1937. but stringency began to develop
during November and December and the Committee found it
expedient to reconsider its decision in the middle of December,
by which time the price had risen to 9id. per Ib. It was already
estimated that stocks at the end of the year would prove to
Iw 40,000 tons below the estimate accepted when the 70 per
rant, quota was fixed. The Advisory Panel were of the opinion
that these stocks, representing five months' requirements of the
«imated absorption in 1937, were too low and recommended
n u per cent, quota for the first two quarters of 1937, which
a' calculated to produce a small increase in stocks,
the ~ or~niittee was not anxious to sec a further rise in

prepared to go far to meet the wishes

“at Panel. There was ground for thinking, however.
80 Per r moment to
once steep, especially in view of-the fact that
year QA tonnages were hfgher in the succeeding

80 per cent, in 1937 corresponded to 83 per cent.



in 1936, While there was no reason to suppose that the bsj
tonnages exaggerated productive capacity, there were practiri
«difficulties in stepping up production too quickly, and as ft
first quarter was a poor yielding one, owing to wintejd
conditions, there was reason to be afraid that 80 per cent, co*
not be produced at such short notice.

The Advisory Panel appreciated the force of these suggestion
and expressed itself as satisfied with a decision to fix 75 per can
for the first quarter and 80 per cent, for the second.

With the price varying between 10Jd, and lid, and tt
exercise of pressure by the U,S, Government to secure an upalj
revision of the rates of release, the Committee reviewed tts
situation towards the end of January, 1937. The Advison
Panel recommended a quota of 90 per cent, for the seconj
and third quarters of 1937 and suggested that the Committs
should make a public statement to the effect that it intended
to keep stocks at all times at a level sufficient for business reed,
that it viewed with great disfavour speculative movement!
designed to hinder this object, and that it would do everythinjl
in its power to achieve it. :

The Committee was strongly opposed to so steep a raf(
of increase in so short a period ; a rate of 90 per cent, woud
demand the production of nearly half as much again as ra
being produced three months earlier. There was a serios
danger that this would entail disorganisation owing to com
petition for a limited supply of labour in the territories, and tht
final result might be the production of less rather than mon
rubber. Tapping, it may be observed, is a highly skilled
operation and the supply of tappers can only be gradually
augmented.

In the circumstances the Committee decided to make o
change for the second quarter but to raise the quota to 85 per cent,
for the third quarter. In announcing its decision it attemptsd
to meet the views of the Advisory Panel by expanding its usual
communique and reaffirming its desire to maintain at all tirre!
a supply of rubber adequate to consumers’ needs.

By the middle of March the price was Iljd, per Ib. ad
world stocks had fallen by 30,000 tons since the beginning "1
the year; they were still equivalent to nearly five months'
requirements. Unfortunately a general rise in'all commodity
prices was being encouraged by speculative activity, and tirs
“was producmg a shortage of spot rubber supplies.



i The Advisory Panel expressed great concern at the position ;
‘ asked that the quota for the third and fourth quarters
*'houid be fixed at 90 per cent, and that the producing territories
\ould have every encouragement and facility to export the
Lrmitted amounts at the earliest possible dates. Its recom-
mendation was based on the assumption, which might prove too
conservative, that absorption in 1937 would not exceed 1,100,000
tons. It informed the Committee that the present shortage
had arisen in spite of the fact that manufacturers had as far
as possible liept off the market; its main concern was that
there should be an early increase in supplies.

As has been observed above, there was a general rise in com-
modity prices and the rise in rubber was not out of proportion,
all things being considered, to the rise which was taking place
in such representative commodities as wheat, lead, copper and
zinc; further, the supply situation had been aggravated by
shipping difficulties in the Far East. It was obvious, however,
that some remedial action had to be taken in a situation which
threatened to become out of hand, and the Advisory Panel’s
wish was met by a decision in favour of 90 per cent, for each
of the last two quarters, a rate calculated to add 70,000 tons
to world stocks in the course of 1937.

In the course of the summer a change began to set in, though
neither its direction nor extent could be clearly discerned until
later in the year. The price which had touched whiit eventually
proved to be its highest point in the " boomlet ” of Is. I|d. per
Ib. on the 30th March, had fallen to 9d. by July, by which time
world stocks, which approximated to months' current absorp-

to decrease and were likely to increase by
*,000 tons by the end of the year. The Advisory Panel would
ave welcomed an increase in production, but there was nothing
p er mthe known facts or in accepted and responsible estimates
w e uture which suggested to the Committee the advisability
90 per cent, quota for the second half of the

Princinlw begun to alter in the summer its
hv the J almost out of recognition
W38 November, when the quota for the 1st quarter of
science of th! P"7Naps the most striking

tne change m the general economic situation was the



drop in tlie American index of steel activity from 80 per ,,
at the end of August to 29.6 per cent, at the end of Novemfc
The absorption of rubber, so far from having been
estimated, appeared in the light of the latest figures to have bm
over-estimated by some 50,000 tons, and it vuas expected tliatw
the end of the year stocks would be equivalent to nearly gj
months' requirements at the lower level of activity exp/ctal
in 1938. The quota of 70 per cent, was calculated to equat,
supply to demand without affecting stocks ; it was the rat
suggested by the Advisory Panel and accepted by the Committe
with misgivings, which turned out to be well founded, as to te
reliability of the estimates of absorption on which it was besd

The actual stock figures at the end of 19,37 were 532008
tons, divided as follows :

Stocks outside regulated areas in producing

COUNTIIES s 55,000 tons
Stocks in U.K. warehouses  ...eeenen 58,000
Stocks with U.K. manufacturers.............. 22,000
Stocks with U.”~. manufacturers 167,000
Stocks with U.S. dealers, etC.....ccoocvveriicinens -95,000
Stocks afloat s 135,000

Expressed in terms of current consumption world stocks were
equivalent to over 5f months’ requirements, while stocks in
the U.S.A. had also risen to 5J months’ current U.S. absorption.
The large increase in afloats and in stocks awaiting shipmenE
cau.sed by the higher rates of release will be noted, and this
increase was reflected in the U.K. warehouse stocks later on

These figures were before the Committee when it met aL
fte end of January, 1938, to fix the quota for the second quartet.;
The Advisory Panel, while admitting the -continued uncep
taraty of the situation, professed to detect signs that thfi
depression m America was lifting. It was true that the price
was unremunerative—it wa-s then 72d.-~and that one inccntiv>:
to speculation had disappeared with tlie demonstration that th*
producing territories could produce 90 per cent., and probabh
more than 90 per cent, if required. At the same time it was:
nervous lest a further lowering of the rate of release raigbi;

wWWrh P™**P™ty and recreate the sitimtion'
ch faced the Committee at the end of 1936 and the beginnini!



1Q37  While it down its estimate of American
“bsorption from 291,000 tons to 248,000 tons for the first half
the year, it fully expected that the lower estimate would
be realised.* On all these grounds it recommended that the
yn per cent, quota should be maintained for the second quarter.

Once again the Committee's judgment was at variance with
that of the Advisory Panel. There was unanimous agreement
that worid stocks were rising to undesirable heights and would
have to be reduced ; the only question was whether a 65 per
cent, or 60 per cent, quota should be fixed for the second quarter
and the lower figure was ultimately chosen.

The further course of events confirmed the wisdom of the
Committee’s decision. Two months later, when it met to iix
the quota for the third quarter, the price had fallen by Id. to
6Jd. World stocks at 565,000 tons were equal to 7J months’
absorption, if absorption were taken at 900,000 tons; it was
in fact estimated at a maximum of 920,000 tons and a minimum
of 870,000 tons. .

The Advisory Panel was now as convinced as the Committee
that improvement in the price level was desirable and a
considerable reduction in the rate of release’ necessary. Its
onlyanxiety was that the cut should not be so large as to make
it difficult to raise the rate of production rapidly if and when
the depression hfted.

In spite of the difficulties and hardships which would be
inflicted on all the producing territories by so drastic a reduction,
there was considerable support for a rate of 40 per cent, for
the third quarter. Surplus labour, it was hoped, could be
argely retained and employed in replanting and preparing the
pound for new planting in 1939. On the other hand some
members, and the’Dutch delegation specially, thought that the
~1 e increase in price and rapid reduction in stocks would
0 compensate for the great administrative diiiiculties which

would cause. In particular it would

raak™ n mmepatriation of large labour forces from Sumatra and
dis™ appreciably

two set”™ alternative suggestions based on these

COm—”ﬁeﬁnally agreed on 45 per cent, for the third quarter.

frct even the tower figure proved to be about 70,000 tons too high.



In the course of the summer #e price recovercH .
and there were definite signs of an improvement in k
conditions in America. When the Committee met in S
to consider the fourth quarter’s quota, stocks had f
some 27,000 tons, but were still equivEdent to =even
requirements. Somewhat surprisingly, estimates "for ab™ ™
in America in the last quarter had been reduced and
absorption for the year was not e.xpected to reach 9000m t
which was the figure expected as probable when the ount T
the third quarter was fixed. The Advisory Panel recomm L!
an increase in the quota to 50 per cent., but the Coir"t
felt that the Panel's bcUef in improving business conditions m
unsupported by any convincing figures and difficult to reconcii
mth the Panel’s own estimate of a reduction in Ameria
absorption ; it was unanimous in its view that the nuota shou
remam unaltered at 45 per cent, for the fourth quarter

When towards the end of the year the Committee mett
fix the rate of release for the first quarter of 1939 the price«
Mid., and i1t was estimated that world stocks at the end of tb
year would be equivalent to roughly six months' cunei
requirements.

The Advisory Panel was inchned to be optimistic regardin
the immediate future and apprehensive regarding any furtht

EBHsfaTered that a balance would be struck by a quota betwa:

that the rate of release should be raised accordingly,

bair t* “ mind once again that in 1939 tii
re™?t th °“ “ jon by 200,000 tons, mth th
raddltio,,r9o0ws prmee
defiSe .

and that bottom of the depression had been passed
ment but f-rther improve

. [N

%8 ?allggngqeerous rever TiLs however, anxiou.s on all grounii
this might have tT ramntttsness as to the
was calculated tnr. H quarter of 1939, ‘vtid
cent, would have. produ* .“ L'* 3?2.T “f f S
first quarter of 1939 was n fi. * ?
last quarter of 1938. P m s higher than tliat for til

uo



The history of the year 1938 is reflected in the stock figures,
from 532,000 tons at the end of 1937 they reached a
aximum of 568,000 tons by the end of April. By that time
drastic reduction in the rate of release had begun to take
effect and stocks moved downward. By the end of December
they had been reduced over the year by, 67,000 tons to 465,000
tons, divided as foUows :
Stocks outside regulated areasin producing
COUNEries s 38,000 tons

Stocks in U.K. warehouses 87,000 ,,
Stocks with U.K. manufacturer 19,000
Stocks with U.S. manufacturer 112,000 »
Stocks with U.S. dealers, etc. 119,000 "
Stocks afloat 90,000 ,,

The total stocks of 465,000 tons were equivalent to six months'
current absorption while stocks in America represented nearly
months’ current U.S. absorption. It will be noted that while
stocks in  U.K. warehouses increased during the period
stocks in the hands of U.S. manufacturers dropped considerably.
The drop in the figure of stocks with the U.S. manufacturers
from 167,000 tons at the end of 1937 to 112,000 tons at the
end of 1938 was in part attributable to the fact that the
- manufacturers used their stocks of rubber to satisfy part of
their current requirements in spite of the fact that the price
was low. The task of adjusting supply to demand was pro-
portionately aggravated. The Commiftee, who would have been
glad to increase the low rate of release in the second half of the
year, more than once drew attention to this factor in the
situation, and suggested that if manufacturers would increase
3 their stocks the export percentage could be raised more rapidly.
It may also be noted that stocks inside regulated areas
tj increased by over 20,000 tons, or by 20 per cent, in the course
1o f the year, which may be attributed to a recommendation by
the Committee that larger stocks should be held in this form
in order to mitigate the burden which the sharp reduction in
the rate of release placed on producers. The fall in stocks
Waiting shipment and stocks afloat was a natural result of the
' rates of release prevailing.
1
During part of the period under review the Committee
devoted much time to its recommendations for the continuation
of regulation after 31st December. 1938.



It also paid considerable attention to examination of the
costs of production returns. Costs were, of coursc. iniiucnctd
T a greater or lesser degree by the rate of production, and
other unstable factors; they varied accordingly from time to
time but during the period under review the general level ,{
average costs over a vdiole year seldom vancd by more that
Jd up ordown. It has aheady been noted that the examination
of these cost returns exercised an increasing influence on the
Committee's view regarding a reasonable price level. Tht
extent of this influence is shown by the fact that the Advisorji
Panel in July, 1937, referred to a price between 8d. and IOd
as the level which had been indicated as reasonably remunerative
for the efficient producer.

The costing formula will be given in Appendix iii and it is
fair to say that returns received from 1935 onwards indicated
a price round about 6d. to 6W. as the average cost of estate
producers in Malaya ; costs in Ceylon were somewhat higher,,
and in the Netherlands East Indies and French Indo-Chini
after devaluation of the guilder and the franc somewhat lover.
Assuming a modest return for tropical enterprises of 71 pet
cent, on invested capital, a price level of over 8d. was indicated
as the lowest reasonably remunerative level for the average
estate.

It is important to bear this point in mind when considering
the work of the Committee during this period. Although te
Committee based its decisions mainly on the stock position in
relation to estimated consumption, the price level was a barometer
which it watched with close attention and which influenced
its decisions from time to time. At times of very low prica
or when prices were rising too rapidly as in 1937, the price level)
tended to become the dominant factor. j

At the beginning of the period the Advisory Panel as wellt
as the Committee was agreed on the necessity for a furtte;
considerable reduction in world stocks, and with rising absorp-(
tion and a 60 per cent, quota a rapid reduction of stocks
in full swing by the end of 1935 and during the lirst half of 1936.
Later it became clear that the reduction in stocks in 1935 hii
been greater than anticipated, and on the advice of the Advisory
Panel the rate of release was raised for the .second half of 1936.
but with alMorption still rising the rapid reduction in stock!
continued. However, in spite of the fact that the fall in stocfc



trr and faster than was expected, the price remained
yij level from February till October and did not
g. till the end of that month. Probably the position

“~ 7 would have been eased to some extent if the quota im

last quarter of 1936 had been raised. It is, however, verv-

I btful whether any action which could reasonably have been
* km by the Committeewould have averted the suddensteep
rise in price from 7J'l in October, 1936, to Is. 1|1 in March,1937.

Inthe circumstancesexisting in 1936 the Committee was
to follow a policy of stock reduction and could not have
raisedthe quota for the last quarter higher than 70 per cent,
this contention is strengthened by the fact that even at the end

ol October the Advisory Panel accepted 70 per cent, as a reason-
able rate of release for the first quarter of 1937. The subsequent
price rise was due not so much to rising absorption and falling
stocks as to a sudden wave of speculation which affected ali
commodities. In the case of rubber this wave of speculatior.
s-as stimulated by various causes, of which perhaps the most
important was the idea which gained widespread currency that

[ some of the territories could not produce the permitted amounts,

a Other causes were the failure of native exports from the Xtther-

I lands East Indies in the early months of the year to reach their

' quota due to the change over from the export tax system to

: the system of individual quotas, and a shipping strike in America

I which delayed the arrival of rubber from the producing

f territories.

! By raising the quota to 75 ptT cent, and 80 per ccnt. for the

; first two quarters and 90 per cent, for the last half ol 1937 the
Committee showed its determination to defeat speculation‘and
maintain ample supplies and a moderate price policy. The
Committee rejected the advice of the Advisory Panel to grant

»still higher quotas because it feared that a too sudden expan-

:;sion might lead to labour difhculties, less rubber, more specula-

rtion, and higher prices. It was, however, ({uite as anxious as

mthe Advisory Panel to get out the largest p™ssiblo quantities

f of rubber in the shortest possible time.

' When in iMarch the 90 per ccnt. ciuofa was fixed for (he second
half of the year, consumption for 1937 was expected to exceed
1,100,000 tons and to reach a still higher level m 1938. No
»ne at that time, or even as late as September, «
could possibly ha%e foreseen, a drop ui absorption during 1.)3b
of some 200,m to 300,000 tons bdow the then expected kn-el.



The high rate of absorption continued till Septemtwr and
price remained at or above the 9d. level. It was only
last quarter of 1937 that falling absorption and rapidly
stocks heralded a fall in price to the 7d, level. Even theV™*
extent of the depression was not realised and estimat™” i*
1938 absorption at the end of November were still roun®
1.100.000 tons level, as compared with actual absomti®
934.000 tons. «
The difficulty of forecasting the future in times of exceptiomi
trade depression was well illustrated by the fact that at Z
end of November, 1937, the Committee was advised that Ameriai
absorption for the first two quarters of 1938 could be calcuC
at 291,000 tons wliile the realised figure was 181,000 tons
During this period the Committee was not unnatural,
quicker than the Advisory Panel to see the necessity for a ran
reduction m the rate of release in spite of the too optimist
esturiates of absorption given in the earher part of the yea
As always when the production tap was rapidlv opened or cl«d
some months elapsed before the effect of a decision was felt aid

3

thfn A~°wever, as the stock position improvd
the pnce rose agam to 7Jd. By the end of the year the
Pricelad7i:d\t"8~n:."er""

period it‘ mT™ K Committee during tte

probablv hav» beneficial but would
1937 ® tha ” no difference to the price rise b

and consumer psychology™" he 7®
to raising the quotas in 1937 as
credit for not beine forrert t |
depression at thelud o" m T Tndfl~sr™
and unexpectedly on top of the 19~ h frorr

escape from a drastic Vdu”~rion of
estimates of absorption in 1938 hn® K
earlier reductions would have been ~ “ optimistic th(

aslowas45percent.mightThentVbTnSr™ “



CHAPTER X

the working of regulation—

JANUARY 1939 X0 MAY 1940
B

The exportable percentages in force during this period were
as follows:

1939 per cent. 1940 per cent.
1st quarter ... 50 1st quarter ... 80
2nd " 50 2nd 80
3rd (55) 60

4th (60) (70) 75

With this period we are beginning to move into war conditions.
While war was nowhere thought inevitable, e.\cept perhaps
in countries which w'ere bent upon it, preparation for war in
the shape of heightened armament programmes was gradually
becoming feverish. Rubber was no more immune than any
other raw material from the repercussions of rearmament.

Within the period the practice and technique of regulation
was influenced to a considerable extent by the e."tperiences of
1937 and 1938, which have just been described. The high 1937
rdeases had proved that the capacity of the producing industry
was much greater than had at one time been generally belie\’ed
and that the demands of the consuming industry could be met
even at levels of absorption far above the 1937 level. The 1939
basic quotas were some 2(X),(XX) tons higher than in 1938 and
no less than 450,000 tons higher than in 1935 ; whereas in 1937
doubts had been entertained regarding the ability of the industry
to produce 1,100.000 tons, it was now gcnenOly accepted that
1,500,000 tons was well within its capacity..

Recent events had again demonstrated the great variations
in absorption that might occur between one year and another,
and the difficulty of maintaining, in the face of violent fluctuations
in demand, that relative stability of price which was as much
desired by' manufacturers as by producers. The influence of
Ihese experiences may be traced in the changing stock policy
of manufacturers and in the more cautious release policy of

the Committee,



At ihe end of 1937 and during the first half of 1935
fttctiirers built up their stocks to a high level, but du
latter part of 1938 and up to the outbreak of war aen'® **
advice of the Committee, they steadily reduced' theTAVA*
holdings although prices remained around the 8d level <
the same time by increasing their fonvard purchase'fi
mdicated their confidence that, provided their future n- =m
inents were sufficiently covered, they would be safeguarded f
any danger of shortage by the fresh supplies of rubber th!
would be made available by the Committee to meet any increlw
deinand. This policy meant that world stocks could now M
with httle, if any effect on price to a level well below that whic
in 1937 created alarm and a steep rise in price.

It seems probable that had war not intervened the carryinf
of relatively low world stocks, equal to perhaps four m Ss*
absorption, would have become characteristic in the industrv
under regulation. In these circumstances, and partieularlv
havnng regard to the fact that the average price ~ W u S

” 38 wes
Vv, r . n it was natural that
ThTfirs\“h 1 f release policy.

AbTrrtr-“ rod.rﬂ@fs"’“

the second quarter ~ rate of 50/ ™ ™« «
lor the first quarter.

of such a change

in market conditionTa«
production of increased

supphes, the Committer.
the third quart:rit w_ ar;; [ “««n P -

by the fact that stocks in Amr s considerable extent
in the preceding ten month. 80,CK)0 tons
that the stock position had “ ereb“S “* “
gave some weieht to tlu. « been corrected. It also
great increase in demand fnr that there would be a
rubber upholstery if the of sponge
stable at about 8d. Incidenril®c ™ remained reasonably

third quarters quota the
was i,.xed the Amencan member of the



i Amnrv Panel commented favourably on the high degree of
n obtained by the Committee in regulating supplies,
on the remarkable stability of price which had been
intained for a long period. The latter phenomenon he
“ttributed largely to the new buying policy adopted by American
Lnufacturere of maintaining lower stocks in their possession,
while increasing their holdings of afloat and forward rubber.
He considered it doubtful whether under these conditions dealers
and brokers would ever again carry large stocks as a speculation
on a future rise in price.

The second half of the year found the Committee ravolved
in the first of those special wartime stock purchases which
were thenceforth, until the outbreak of the Japanese war, to
be ahnost the exclusive object of its activities and its main
anxiety.

A few days before the Committee meeting to fix the quota
for the fourth quarter it was officially infonned that an agreement
had been signed between the Governments of the U.K. and U.S.
for the exchange of cotton and rubber ; this agreement came
to be known as the " barter" agreement. The Committee had no
prior knowledge of it and was not consulted as to its terms. Its
full text is printed in Appendix iv and the following are the
main points which concerned the Committee.

(1) 600,000 bales of cotton wore to be exchanged for an
equivalent value of rubber originally estimated at
85,000 tons, and ultimately revised to 90,000.

(2) The rubber was to be made a”«ailable for inspection and
acceptance within a period of six months from a date
to be agreed upon by the two Governments.

(3) If either Government found that deli%'ery was likely to
restrict supplies available to commercial markets
unduly, or to stimulate, undue price increases, the two
Governments would consiilt with a view to postponing
delivery, or taking such other action as might be
necessary.

(4) The intention of the two Governments was to acquire
reserve stocks of cotton and rabber respectively
against the contingency of a major war. Each Govern-
ment undertook not to dispose of its stocks (otherwise
than for tlie purpose of replacing such stocks to prei-ent
deterioration) for a period of seven years, except m
the event of such a major war emergency.



(3) The Government of the United Kingdom wo,ih .
Its best to secure release under the regulation
of the amount of ** barter ** rubber required inaS®*

I"ne?”

As the legislation necessary to implement the agreem™.
had not yet been passed in either country the Com~?
decided to coniine itself at the moment to fixing the r~
release requued to satisfy commercial demands with
mtention of rmsmg the rate to such a figure as might be necL! *
to satisfy barter requirements when the British Board”l
Trade should have completed its arrangements.

As regards the purely commercial quota, the factors in
the situation were that the price was firmer at 8id. that stocks
at the middle of the year were equivalent to less than four and

a half months requirements, and that at the higher 1
the' mmlee™td T, :"I\rA~AA “  “-ANain tha,
to foUow, There was ' 'ftm i ? deciding the course
motor car industry anrl t 2 ‘™*“ple in the American

political situation detenorated T*r™ . » *
whether this wou T impossible to foretell

or stimulate it to the VIrcTMM'A temporary cessation of buying
need for caution and 7 he

would be involved by a retroactlvn"H*'-""®

native producers in the Netherlands F ?TH'

eventuaUy decided to accepfihTfH~

raised tne quota for tk- ~ the Ad\Visorv Panel,
P - cent, aid 4fd tie (iUA
cent. for the fourth quarter at 60 per
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dv months. The Committee decided accordingly to

the auota for the last quarter from 60 per cent, to 70 per
the increase being calculated to produce an additional

36’bob tons in that quarter.

The first meeting after the outbreak of war was held on
the 21st September ; the Dutch delegates were unable to attend
and it was possible to take only tentative decisions, later
confirmed at @ meeting held on the 2nd October. The American
member of the Advisory Panel was also unable to make the
iouroey, but cabled requesting that the quota for the last
quarter should be increased by a further 10 per cent, to 80 per
cent, to meet commercial needs. This request was supported
bv the American Government, who were anxious that manu-
facturers should build up their stocks and that a stop should be
put to speculative activities. In this connection a statement
had, on the advice of the Committee, been issued on the 12th
September by the Rubber Manufacturers® Association of America,
assuring American manufacturers that ample supplies of rubber
would be made available to meet all their requirements ; it had
some effect in calming the market and preventing speculation.
The price had risen above 10d. on the outbreak of war but it

had fallen back to 97d.

In discussing the rate of release at this meeting the Committee
was uncertain whether under the terms of the agreement the
“barter” rubber stock would continue to be held in reser\'e
now that war had broken out, or would become available for
immediate use. They acted on the assumption that the
“barter” stock would remain frozen and that assumption was
subsequently confirmed before the next meeting. The American
Government, although " the contingency of a major war” had
arisen, and akhough they were therefore free under tht terms of
the agreement to use the stock, proposed to liuld it unless and
until supplies were interrupted and it proved impossible to meet
current requirements by imports.

Sir George Beharrell, representing the Advisory Panel,
stressed the difficulty of estimating consumption in wartime
*>ut thought it probable that the decrease in the civilian use of
rubber in the United Kingdom would be compensated by an
increased demand for war purposes, and that in America both
civilian and war demand would increase. He pointed to the



verj' low level of stocf.s in America and the United k-

and recommended an increase in the quota for the last

trom 70 per cent, to 80 per cen't. provided it could ho obt***
without upsetting the producing industry.

Although the statistical position as presented to the Comm'tt
did not appear to justify an increase to 80 per cent s
members of the Committee were in favour of raising the an?
to this level because of the low level of stocks and the psych
logical importance of such a decision in checking a”
undesirable speculative activities.They were impressed B
the probable mcrea.se in Americandemand, and by the politic
importance of meeting the views of the American Govemmea
Other members were doubtful if an 80 per cent, quota for th
last quarter could be reached at such short notice—an increaa
in production equivalent to nearly 50 per cent, since July wen
the quota w” at 55 per cent. They feared that in the absence
of statistical justification the suggested increase might h;
followed by a steep fall m the rate of release for 1940 and create
further diihculties in the producing territories. The balance
of the argument was held to lie with them and the quota fortie
~ t quarter was increased to 75 per cent. It may here h

™" b?fn r (estimates  which the Committ«

distnbutable equally between America and the rest of the world

increast/N'ir ,h'err™ e Government requested an|
1940 to meet r the first quarter of,
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extension of the period f o r r e g a r d i n g ai

could be ascertained Such n
mth Clause 3 of the "barte 'm P“ AP™™ent inaccordance |

make it possible to obtain tL P&
and without undue effect on prices n overly manner



1R the 15th November, when the Committee met again, the

Prican Government had agreed to the completion of the
shrter” purchases being postponed for three months on
~tion that the Committee co-operated by increasing the
™ota The British Ministry of Supply also requested an
?ncrease in the quota, to 85 per cent., for the next quarter.

Sir George Beharrell emphasised the high rate of current
absorption in America and the lowness of the stocks. Another
factor which should be taken into account was that it took
longer in wartime to transport rubber from producing to
consuming countries. The advantage to be obtained from the
extension of the period for the purchase of the " barter ** rubber
was counter-balanced by the higher rate of commercial con-
sumption and he recommended an 85 per cent, quota.

The Committee was now faced with three separate demands ;
firstly current absorption, secondly the “barter™ rubber, thirdly
additions to commercial stocks, ft was anxious to meet the
first demand generously, the second demand had now been eased
by the extension of the buying period, the third appeared less
urgent and susceptible of correction by gradual replenishment.

In spite of high figures for recent consumption the expectation
for consumption in 1940 remained unaltered at about one
million tons, and the estimate given for con.sumption in .America
for 1940 was still below' the 1939 figure. A quota of 85 per cent,
meant raising production to an annual level of 1,423,000 tons
against an absorption estimate of one million tons plus 90,000
tor " barter ” nibber, leaving a surplus over the year <f 330,000
tons for increase of commercial stocks ; evr-n 80 per cent, was
calculated to give a surplus of 250,IXX) tons.

Members were impressed by the demand for some nicre”e
in commercial stocks, and by tlie need for an nierease in the
quota to meet the extra length of \-uyaf;.- rrquired to bring
nibber from producing territories. The>" were, however stil
mindful of the position created in J938 by very high rates ot
, release given in 1937 to meet a short-liv.'"d emergency , they
Were therefore nervous of the position whieli would be created
by raising production to very Ingh k”-els to meet an immediate
demand for " barter ” purchase and ..tock increases to be followed
in all probabilitv In- a steep fall .n the rate of release, rhe™-
noted that the rise in the prie. of rubber was occasioned by higher
costs due to the war and followed the genera! trend of prices,
the rise in fact being small in comparison with the increase in

Price of other raw materials.



1] was after weighing these various considerations
Committee fixed 80 per cent, for the first quarter of 1940

The effect of the year's decisions is illustrated bv thp f/i.
figures of stocks as at the end of 1939. Tota'l stnrw
359,000 tons divided as follows ;

Stocks outside regulated areas in producing

countries 29 non,.
Stocks in U.K. warehouses 28 000
Stocks with U.K. manufacturers 24 000
Stocks with U.S. manufacturers 90 500
Stocks with U.S. dealers, etc 34'00Q
Stocks of * barter ” rubber in U.S.A 1'sm
Stocks rfoat e J52;000

Spite of the Committee s suggestion to the contrary, men lapr
m the year political events caused a change in the policy o

of stoc'’k Tn replenishment *
the hsrh H countries and the higher exports of

voyage, stocks afloat at 152,000 tons were over ffl,000
corresponding figure at the end of 1938
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-bber would take'cafe o ”
per cent, quota in the first hai? R B
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it was pointed out that the 80 per f nt® rate o
be maCained after the " barter rubter had

(lease could n ~  ~nd for increase in conraiercial stocks
«m' “*"ttisfiod and that the rate of release would probably
been s.t.sfiod n delegation

to be reduce n
TTnn to th”™ lower rates of release which seemed inevitable

f uture British members agreed that the rates of release
A Mite to be reduced later, but thought that stocks were too
r e s S in the United Kingdom, and that it wa. m the
“tionaTinterest that stocks should be mcreased as so™ as
possible. They were therefore in favour of retaining the 80 per
rpnt rate of release.

During the meeting it became known that the American
Government had agreed further to extend until the end of
September the date for the completion of barter rubber
purchases ; up to date the British Go\-emment had bought on
this account only some 40,000 tons, including forward purchases
ivs information assisted the Committee to decide in favour of
1 an 80 per cent, quota for the second quarter.

The American estimates for absorption for the first and
second quarters of 1940 given at this meeting proved remarkably
accurate, but estimates for the rest of the world for the same
mperiod were exceeded by over 50,000 tons, due mainly to increased
abatrption in Europe— 124,000 tons as compared with an estimate
of 80,000 tons. This was attributable to very large imports
by France, Russia and Italy in the early part of the year.

When the period under review opened the rate of release
ws low, stocks were high in relation t» demand, and the price
was well below the level shown by the estate cost returns during

~previous years as reasonably remunerative to the average estate
‘producer.

The Committee, which in 1938 had raised tlie rate of release
for the first quarter of 1939 from 45 per cent, to 50 per cent
(equivalent to 56 per cent of the 1938 basic quotas) had sound
reasons for refusing the advice uf the American Government and
.the Advisory Panel and for continuing its pohcy of .--tock

freduction by maintaining the 50 per cent, quota for another

;quarter.



In May, the Committee, in spite of the fact that price
biromoter for stocks, gave no indication whatever that stJ
were reaching too low a level, accepted the advice of 4.
Advisory Panel and raised the quota for the third quarter
hesitated between 55 per ccnt and 60 per cent, and chose
former ; no doubt 60 per cent, would have been a wiser decisis
but in the circumstances and with the knowledge at its disposi
55 per cent, was not an unreasonable choice.

Its subsequent decision in July to revise the quota for te
third quarter and raise it retroactively to 60 per cent, &
to fix 60 per cent, for the fourth quarter was taken in full agr.
ment with the Advisory Panel and in the circumstances semai
a correct decision, which would have provided adequate rubta
for commercial needs had the war not inter\'ened.

The outbreak of war with its unpredictable effect on ab»r>
tion coupled with the " barter ” rubber purchase made ih
task of the Committee el\tremely difficult. Its revision d
the quota in September from 60 per cent, to 75 per cent fortht
last quarter of 1939 represented a verj' considerable increase ¢
production at short notice, but probably it would have bett
wi.se to have accepted the advice of the American Government ad
the Advisory Panel and raised the quota to 80 per cent. Tis
last quarter is the best producing quarter, and probably 80 fa
cent, could have been exported, and at the same time sufficies
stocks could have been built up inside producing territories i
niamtain the flow of rubber in the first quarter of 1940. Ind«
there can be Uttle doubt that if the Committee had known thr
absorption would unexpectedly exceed all estimates submitteiV

o It by some 70,000 tons, it would have raised the quota to*
higher level.

W39, the Committee had excellent reasons fa
using o put the quota for the first quarter of 1940 abowi

cmiwy ™*! production to a height whieli, so iarss|
then nr f * ™ ' b e maintained and for which there
both the

wanted 85 and the Advisory Panel, wiio bai
Zroduedo'n ' 80 per eenl.

. . (R TMIT A TS rncas smnee @
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. This tentative proposal first made in March by the American
~tnufacturers to lower the quota for the third quarter to
per cent, deserves something more than passing notice. It

a clear indication that American manufacturers were not,

even at this time, intending to build up their stocks in America,
jtind that they were still maintaining their pohcy of holding
relatively small stocks in hand and covering their requirements
by forward purchases.
;o It is, in fact, a complete justification of the Committee's
Irefusal to raise the rate of release to 85 per cent, for the first
iquarter of 1940 in the absence of any stock building policy by
the American and British Governments other than the half
completed and relatively insignificant " barter ** stock.

A careful examination of the records of this period shows
that even at the 80 per cent, rate the industrial and commercial
demands and the outstanding part of the “ barter” rubber
could not have continued to take up the nibber which was being
released in 1940, and that a reduction of the quota was already
in sight in May 1940. The sudden intensification of the war,
culminating in the fall of France, altered the whole position and
determined the future policy of the United States and other
Governments in building up adequate stocks. Looking back itwas
unfortunate that at the time when war broke out the successful
operation of regulation had led manufacturers and others to reduce
their stocks. The policy of holding smaller stocks in consuming
countries, which would probably have become a permanent
feature of regulation, was carried out against the wishes of the
Committee and made it difficult for it to release more rubber
so long as the price remained low. In such circumstances the
release of more rubber in the first half of 1939 could only have
led to a further fall in price. The Committee canmit therefore
be blamed for the low stocks held at the outbreak of war. It
may perhaps be criticised for not releasing rubbt'r more rapidly

[-1ffimediately after the outbreak of war, but the 15 per cent,
which they gave was a large increase in one (juarter and put a
heavy strain on the producing industry.

Its refusal to raise the quota above 80 per cent, m the first
quarter of 1940 was the natural consequence of its expenence
in 1937, and there is good reason to believe that its fear of a steep
fall in the rate of release before the end of 1940 would have been
realised but for the disastrous events which completely changed
the outlook of Governments.



Before coming to the next chapter, which deals mainiv «
the accumulation of reserve stocks by the U.S. Government
may be mentioned that the ' barter " stock was not aJn
completed and stored in the United States till the autunjf
1<ML1, although an amount equivalent to the required total h
been purchased by the British Government by the third gm?*
of 1940. The main reasons for the delay in purchase werem

1. the restriction of the grade of rubber to No. 1-Xribb«i
smoked sheet, the highest grade of plantation rubberi
which the supply was not unlimited ;

2. the great increase in commercial absorption doin
this period;

3. the desire to purchase the rubber without any md®
effect on price.

The further delay which took place between the purchase of tlj
rubber and the constitution of the stock in America was d*
partly to the increased length of the wartime voyage, but maiili
to American insistence on a very high standard. 23 per centol
the total amount purchased to meet American requiremeiu
was rejected as below standard, thus creating a replacemea
demand which had to be met later at a time when reserve stocl
were being acquired, and this entailed further delay. Incida

tally, ordinary commercial stocks benefited automatically by til
rejected " barter * rubber.



CHAPTER XI
THE WORKING OF REGULATION—
MAY 1940 to DECEMBER 1941

This chapter is almost exclusively devoted to the history
of the constitution of stocks for war purposes, mainly in the
U.S. but also in the U.K. and in Canada. It is to be regretted
that currency has been given to distorted accounts of the Commit-
tee’s actions and motives ; the events of the period will therefore
be recounted in some detail.

The exportable percentages in force during this period were
as follows :

n 1940 per cent. 1941 per cent.
1st quarter ... 80 1st quarter ... 100
2nd . 80 2nd 100
3rd (80) 85 3rd 100

p- 4th ...(80) (85)90 4th 120

On the 6th May Mr. \'iles, the American member of the
Advisory Panel, telephoned that his Board (the Rubber
= Manufacturers’ Association of America) favoured a temporary
lowering of the quota to 70 per cent, for the 3rd quarter owing to
the large supplies arriving in America. He emphasised that
this was a very tentative opinion, and that the final view of

~ his Board would be given just before the Committee next met.

On the 18th May a further telephone message was received
saying that the American industry would be satisfied with a
per cent, rate of release for the 3rd quarter for normal business
requirements, but that the American Government was developing
a plan for acquiring additional reserve stocks and would ask
for 90 per cent. He suggested consideration of a 75 per cent,
release for commercial stocks and a special 15 per cent, release
for building up reserve Government stocks in America.
In preliminary discussions mth the British Colonial Office
and the American Embassy it was agreed that, pending definite
y knowledge of the requirements of the American Government,
~he Committee should be asked to agree to an 80 per cent.



wk'iisf fur Tho 3rd and 4th quarters and to recommend the earl ¢
issiu; of export iK'niiits covering the whole of this period
that in tlio meantime, Sir John Hay, on behalf of the Committe,
and with the support of the British Government, should procejj
immediately to America to discuss with the American Goveni
ment plans for the purchase of a reserve stock. Mr. Viles
informed of this proposal by the U.S.A. State Department ad
on 20th May telephoned that this solution appeared to hm
and his colleagues much more satisfactory than the one propostj
in his previous message.

When the Committee met on the 21st May it had information
to the effect that some 64,000 tons of the “ barter ” rubber hed
been purchased up to the end of the third quarter, and that
in addition to the 20,000 to 25,000 tons of * barter ” rubber
still to be purchased, a further 20,000 tons for the United
Kmgdom stocks was required above normal absorption demands.
These requirements were additional to whatever stocks te
U.S. Government might decide to accumulate. The Committee
decided accordingly on an 80 per cent, quota for the last hell
of 1940, and with a view to accelerating the export of rubber
from the producing territories it recommended that export
permits should be issued forthwith covering the whole period.
The quota decision was, of course, subject to re~dew as soon &
negotiations with America regarding the accumulation of a
reserve stock were completed and the stock objective was knom.
The Committee formally appointed Sir John Hay as its represen-
tative to proceed at once to America with plenipotentiary powers

to discuss the question of rubber supplies to the United States
of America and to negotiate and settle the terms which should
govern the acquisition, retention, use and liquidation of any
emergency stock.” It recorded specially in the minutes of
the discussion its desire to assist the American Government &
tar as it possibly could in attaining its stock objective. A
the same time it emphasised its anxiety regarding the stock
position m 1he United Kingdom, to which British members
had previously drawn attention by writing to the Ministry o

for that every possible facihty should be pro«cy
K in X United
iust"L N °tt in Washington on the 13th Jane,
t"e Commi had first notif.eJ

Committee of its desire to pm-chase a reserve stock,



sixteen days later he signed the first stock agreement.

| Its terms are set out in Appendix v ; its main points msiy be
Jlsummarised as follows :

'f (1) A company called the Rubber Reserve Company was

\

formed to act on behalf of the U.S. Government and
to purchase for shipment prior to 31st December, 1940,
a quantity of rubber of not less than 100,000 tons nor
more than 150,000 tons.

@

The rubber was to be purchased at not less than 18 nor
more than 20 U.S. dollar cents a pound standard
smoked sheet, c.i.f. New York, with the usual price
differentials for other qualities or types of purchase.

3

It was to be held intact as a Government reserve stock
until 31st December, 1943, unless it was required by
the U.S. Government foreits defence programme or
normal supplies were interrupted by hostilities. If
the reserve stock was still intact at 31st December, 1943,
it was to be liquidated thereafter at the rate of not
more than 100,000 tons per annum, and in such manner
as least to disturb the world price of nibber.

(4) During the acquisition of this reserve stock American
rubber manufacturers were to purchase their current
requirements for absorption and stock within the
agreed price range and to maintain a normal trade
stock of 150,000 tons ; if manufacturers failed to main-
tain a normal trade stock of this size, the Rubber
Reserve Company -“Xas to increase its stock purchases
by the aiiiount of the ditlorence.

(5) The Committee a"jreed to make the necessary releases to
meet these stock requirements in addition to all other
known demands and to encourage producers to be ready
sellers of their rubber within the agreed price range.

It should be remembered that the dates mentioned in this
and subsequent agreements for compU'tion of purchase refer
specifically to purchase for shipment and not to rubber landed
in the United States. This point has sometimes been forgotten
and critics have compared the amount of landed stock at a
particular date with the amounts which were to be purchased

: for shipment at that date. A moment's reflection wiil show that

the Committee's task was fully performed wixen it made arrange-



mrn(s iimli-r ‘vbu.li Ih« ruhbiT would be produced and ofiered fo
«|U-; it wes »™ . could not be, jr.any degree respo,,siJ
I>v dlI* iiiovi'Uii-nt of lhc rubber from the producing areas.

I'In" I iimmillri* met on the 5th July to consider the agreement
.diid IU'cidJo on Ihi- rate of release. By this time 47,000 tos
ot |Ut- " biU'ter ” rubber had been acquired and the remainin.
sHKrtW tons had been purcha.sed for shipment in the 3rd quartei
U \\;is cstiinatc'd that an 85 per tent, quota for the last haj
ot the year would produce 712,000 tons and that, allowi,
W.IXX) tons for absorption in America and 235,000 tom (o
other known demands, including another 25,000 tons for stocks
in the U.K.. some 177,000 tons would be available to ocoer
the outstanding 40,000 tons of " barter ” rubber already bougit
fonx'ard, and to provide 137,000 tons for the American stock
rei“mrement, midway between the 100,000 ton minimum ad
the 150,000 ton maximum set out in the agreement. Sir Jmn
Hay, who was still in the U.S., was consulted by telephone ad
informed the Committee that he agreed with the proposal ©
raise the quota for the last half of the year to 85 per cent,; it

understood that Mr. Viles was also in agreement with this
quota. The Committee accordingly revised the rate of release
from 80 per cent, to 85 per cent, for the last half of 1940. Itis
interesting to note that the calculations bn which the Committee
based its decision proved substantially correct. Requirements
for the last six months outside America, including additions
stocks, totaUed some 227,000 tons as against 235mX) tos
estimated and the remainder, apart from the small portion a
afloats destined for other countries, was available for American
absorption and for the “ barter,"” reser\-e, and commercial stocks.
The Committee again drew attention to the urgent necessity fa
increasing stocks in the United Kingdom.

On the 20th August the Committee was mforined that a
second stock agreement had been concluded. This agreement, the
terms of which are given in Appendix vi, fixi-d 150,000 tons &
the defmite objective ot the first agreement f..r pinrhase by
I ® 1740, and contracted for the purchase ot 3
further 180,000 tons during 1941. The 180,000 tons was to ke
purchased as (ar as possible in graduated steps- 70(11)1) tiilB
» he 1st quarter, 50,000 tons in the 2nd <,uarter. 35,000 toB
m the 3rd quart.'r, and 25,(J00 tons n, the 4th quarter. T»'

expressed m feb.
turns m the place of c.If., the adjusted price being net less

1tO



than 17 P™ pound. The other
rovisions were similar to those in the first agreement, except

fhat an additional clause provided for consultation between tlie
Rubber Reserve Company and the Committee in regard to the
rates of release and the progress of the purchases ; particular
attention was to be ~ven to changes in conditions which would
suggest the desirability of modifymg the rate of purchase at
any time. The two agreements thus contemplated a total
stock of 330,000 tons to be purchased for shipment before the end
of 1941.

The Committee met again on the 27th August. Information
had been received that the British Government wished to purchase
another 20,000 tons for stocks before the end of the year. It
was decided to increase the quota to 90 per cent, for the last
quarter, thereby providing a further 20,000 tons of rubber to
meet the new British demand without making any inroad
into the supplies which it had been estimated would be required
to complete the stock purchases covered by the first American
agreement.

In October Sir John Hay negotiated an agreement with the
Government of Canada to acquire a reserve stock of 18,000 tons
within the same price limits as in the case of the agreements
with America. About this time private telegrams ff>m Sir
John Hay, who was still in America, indicated that the Rubber
Reserve Company was finding difficulty in buying rubbei within
the agreed price range and was getting anxious as to the adequacy
of suppUes. It was also eKpressing a desire to purchase
its reserve stocks more quickly than was laid dowii in the
agreements. Sir John made the suggestion that the producing
territories should be encouraged to make use of their right
uuder the international agreement to exceed their permitted
exports for the year by 5 per cent. This suggestion \i;as cabled
to Malaya and Ceylon, but not to the other producing territories
as their delegations were not in favour of the proposal.

On the 8th November Sir John Hay telephoned officiaUy
that the American Government was anxious to secure the relea™ m
of rubber in quantities sufficient to permit the accumulation
of stocks within the United States at a greater rate than had
been stipulated in the two agreements, and in order to mitigate
the consequences in the producing countries of an abrupt and
severe drop in production as soon as the reserve stock of BobO.OOO



Kuu- hinl Khdi ;u'cnmul;it('d, it was willing to purch,
JKIiWuitiil 1£X.IXK) tons.  Sir John Hay suggested amin'ti**
it'rriU'rics sliould be oncouraged to make use of il m
nshi M oxcrt-il porinissibk- exports by 5 per cent., and i
lho I'ommitUv to consider raising the rate of release to S
|vr ceni. fur (ho first quarter of 1941. ®

Mr. \‘il<s. who had been appointed cliairman of the Rubk

Roftnv Company's buying committee, telegraphed supportin'

propiKals, hut suggesting that a decision on the am,
shook! aw-ait Sir Jolin Hay's rctuni.

The Committee met on the 22nd November and decided to
r.cjurage the regulating Governments to issue 1941 expon
licences for use in 1940 as soon as the quota for the first quarter
‘f 1941 was fixed. This meant that the rubber would be exported
IE 1<HO on 1941 licences, but would be credited statistically
against 1941 exports. This method, which gave the same result
«as adopted m preference to encouraging the producing teni-
lones to use their right to exceed 1940 exports by 5 per cent
Has nght could stiU be exercised.

The Committee met again on the 28th November, immediatelv
Jter Sir John Hay s return from America. He stressed the

aSk 0 to purchase the resene
n *"5 explained that it

of thTcl the option
ratelL rfe ,fu down the
p illf pile had bm,
to meet tho P vas very impurtaiit
and to aUow7M7r~ of tlie American Government in this matter
guaranteed Th. “he Amc-rican Guvernm.nt had
suilted i~ tt: pr

would apply to the add|SmT T I

Corppitteeieided to"k 1 aRyerican Eoveriinient to purchase,

Govemmen't™ !oukl assurance that the American
within the price ran,” f .f f > of all available rubber
onaquotaof 100per cent"fo decided
same time it advised n,, / ' ‘INArter of 1<)41. At tlie
hold in reserve the off Government that it woiiU
and would utilise it *, Purchase a further 1(X),000 tons,

It later to the extent that might seem advisable



ft pff exports in order to obviate the abrupt and steep
the exportable percentage which would otherwise be
i *sarv when the rubber reserve stocks had been accumulated.

The Committee held its next meeting on the 25th February,
1941 At this time difficulty was being experienced i:, providing
the necessary sliipping to lift the rubber from tjfe Far East,
The Committee was informed by the British Ministry of Shipping
that there was no possibility in the near future of any increase
in the amount of British shipping available for canying rubber
from the Far East to U.S.A., but that on the contrary a
diminution was probable. .

A cable was received from Mr. Jesse Jones, the Amencan
Minister of Commerce, asking the Committee to continue the
100 per cent, quota for the second quarter and stating his con-
fidence that additional shipping would be provided sufficient to
relieve the shortage. A telegram wim also received from Mr. Viles
saymg that the shipping situation would be fully relieved and
stressing the great importance of maintaining 100 per cent,
for the second quarter. *

At the time of the meeting the * barter ” stock was now
more or less complete, and 110,000 tons.of the reserve stock
had been purchased for shipment up to the end of March.
Commercial stocks had increased by 50,000 tons smce the »
of June and were 25,000 tons above the datum hne of 150,000
tons fixed in the agreements. World absorption m 1941 was
estimated at 1,025,000 tons. On the available estimates it
was calculated that a continuation of the 100 per cent, for the
2nd quarter would pro\'idc eiiough rubber to enable the American

m Government to complete its purchase of the reserve stock ol
330,000 tons and take up some part nf the IW.WO tons of the
*cushion ” reserve. The correctness of this calculation depended
on three factors: on the ability of the producing terntone»

? to export 100 per cent, during the poor yielding

f months, which was considered highly improbable, on no u

liincrease in the commercial stocks, and <n

: consumption not being exceeded. In fact export., in «
lialf of the year fell short of the permissible amount some

1- 80,000 tons and absorption in America exceeded es imat”®

5 by 100,000 tons, the net result being a gap of no less th.m 180,a)0

T tons between calculated estimates and actual results.

n The Committee decided to continue the 100 per cent quo a for
the second quarter, and in order to accelerate the flow of rubbir



supplies asked producing territories to issue export I
for the second quarter immediately. It further de n
request the American Government to purchase the
100,000 tons “ cushion ” nibber as soon as it had
its resen-c stock of 330,000 tons, on the same terms

to price, liquidation of stock, etc., as in the previous aRreem'~f
A formal agreement covering this additional nurcha,/
signed shortly afterwards.*

During March there were frequent exchanges by telem
and telephone between Sir John Hay, on behalf of the Commbhl
and Mr, Viles, on behalf of the Rubber Reserve Companv
regarding the provision of adequate shipping, but it was not tii
Apnl that the Amencan Government was able to make arrame
ments for the necessary shipping to carry the reserve rabL
stocks. About this time the Reserve Company, who had omitted
to purchase foreard for the reserve stock pending the completion
of adequate sliippmg arrangements, w”s finding difficulty in
purAasmg rubber for its resen-e stocks and was complainiig
of the unwilhngness of producers to sell within the agreed pria

S e buvir t n
LtrrehT"r ™  “d-godown terms 0
ch h ~ “responsibility for transport and shipping
n to undertake.'” H
to tosurron« PAMtice in order
sw S toCgT™ «»
GovtmmLfs™]I*™ British and Dutch
of Srreldr.T " ‘he absolute necessity
price range. It wd§ w available rubber within the agreed
and increasing demands ' the enormous
the short fall in exports"from tr . .
limiting the stmnii/t.. producing territories were
mangly difficult for thrR u\be/ R niaking it increas-
sufficient reserve stocks on a sh <N«mpliny to purchase
Uuring Apnl thrtierica”™?
Committee and the BriH h r approached both the
sufficient rubber availall,, N 8® N to niaking
reserve stocks in accordance «“h e
It wanted to purchase tl, ~ *p= agreements.

full 430 000 tons covered by the
- e Approdiit vii. B



ffreements before the end of 1941, but up to that date

Company had only been able to purchase 150.00T

athe . » (1 aUowing for the increase m trade stocks

° the ap-eed datura Une, it was stiU short of 22,500

L fhe buying schedule laid down in the agreements, whereas

TLd hoped to purchase ahead of the schedule. It also

t ted that it was finding difficulty in buying rubber even
‘/the top limit of the agreed price range.

In reply the Committee stated that releases could only be
hiLsed on known demands aslaid down in the agreements, and the
satisfaction of these'demands was limited by the amount of
rubber that could be produced and transported withm a specified

Zerican demand covered (1) the amount of 330,000 tons
laid down in the agreements, (2) trade stocks for which a datum
line of 150,000 tons had been fixed, and (3J current abso”ti”
The first demand had not varied in amount, e.xcept for the 100,000
tons “ cushion W' stock, trade stocks were 60,000 tons above
the datum line, and absorption had consistently and sub-
stantiaUy exceeded the estimates given by the AmeriGm
representative upon which the Committee had rehed. It 4d
not question the right of the Amencan industry to hold larpr
stocks or consume more rubber, but these
a very large subtraction from the rubber that would othermst
have been available for the reserve Government Stocks. The
position had been aggravated by the shortage of shipping, and
by the fact that the Rubber Reserve Company had subordinated
its buymg pohcy to the unpredicted needs of the manufacturers.

Th™ Committee considered that, but for these
the Rubber Reserve Company could have "btamed|m the rubber
required within the period specified. It noted tliat the »
of release had been fixed in agreement with tie Amen”

representative and that snice January reeard to the
had been fixed at 100 P«; - rfdlP™ Zirn ov™ o
sea.son and war conditions, upriMin>a i ever

last si.x months exports had greatly
before attained by the producin.? mdustr> «ithin

period. o i i i i
X . it< im'vious suggestions for improving

the position which nai™t bi*



At th,- iIK'Xt nu'. ting of the Committee, which was hli
thf 2t>th Ma>\ Sir John Hay summed up the poijits whi 1
b«'n covtTced in lint previous exchange of cables and t
messages with Mr. Viles. The following were the thre *
points which had been under discussion.

(1) The basis of delivery of the rubier. He had nnint®
out that under present condition.s sellers could
longer carry out, normal contracts f.o.b or cif
could only sell on a go-down basis where their resDon!;'
bility ended with delivery of the rubber to a go-dom.

(2) The period over which the Rn”er Reserve
extended their buying operations. The Company hi
been reluctant to buy forward in accordance mn
long established custom and had therefore experienced
difficulty m relating freight to available stocks d
purchased rubber ; he had emphasised the iniportanK
ot an active forward buying policy.

() The transport of rubber to America. This was beins
Iterican'une™

sugJLtTon hTn'™*~ *at during the course of the exchanges a

thffhinm *e American authorities’
Sst"bv M t n n k e part i»
Scto.™ t ""'m~hod was not entirely
“t MMpsenee of a representati«
handicao Th r speak with authority was a great
tons ; American' abs”™ (‘xpected to exceed 1,100,0ft)
increased to 700 00n°t' the year had been
actual over esrimal‘X- Sreat execss ol
preceding quarters ‘'t ' ‘n America during lhe three
probabl/tot low ‘hat even this e~.mat,- was
of some of the territories to'~r" regarding the ability
quarter owing to labour H'ffi 100 per cent, in the thin.i
of the supervisory staff - ‘I'e mihtary training duties
third quarterwo!?dmelL ;"wt* h> the

»u»= 4amount.



f The Committee then decided to continue the 100 per cent,
m ta for the third quarter, no suggestion having been made
f'm any quarter that the”~uota should be increased above that
re  About this time discussions with the British and Dutch
fovernments and with the Committee were initiated by the
American Government with a view to setting up a single buying
eency to purchase all American rubber requirements whether
{or the trade or for the Government. The proposal received the
immediate support of the British and Dutch Governments and
of the Committee. Arrangements were made with the producing
territories to ensure that as soon as the single agency purchase
scheme came into operation all rubber destined for America
should be sold to it within the agreed price range.

The American Government further decided to restrict the
commercial absorption of rubber in America to 300,000 tons for
the second half of 1941 and to buy forward to cover the
* remaining months of 1941 ; it would be its policy thereafter
' tobuy up to six months ahead. It agreed that™ trade stocks
should be limited to 150,000 tons, and that any stock above
tliis amount should form'part of the Government reserve stocks.
It also promised to make use of. London market facihties
whenever possible. The single buying agency scheme came into
operation on 23rd June and by .August the position regarding
the purchase of the American Government's reserve stock began
to improve rapidly.

-

Towards the end of July the Rubber Reserve Company
* complaiiied that the situation was serious, and that a substantial
* amount of freight had to be cancelled in July owing to lack of
rabber. It asked for a higher (piota ui order to enable all
producing elements which could c.*ceed their 100 per cent,
gnota to produce to capacity. This rmiuest received strong
i support from the American authorities. On the 5th .August the
Committee cabled a memorandum to tlie producmg tOTitones
| taDing their attention to tlie short-fall in e.xports of*80,0tX) tons
; up to the end of lunc, and asking theih to do then' utmost to
amake good the deficit. It pointed out that at the end June
-the Rubber Reserve Company‘had only purchased 1/3,000 ton®
, of the 430,000 tons stock which it required. It also enquired
! "hether production could be increased by such means as re-
distribution, if necessary, of internal export licences and the
f Gse of the 5 per cent, permitted eKCess.



Iti a telepfionL' conversation on the 18th of August Mrv i
reported that tho position in regard to purchases for the rexrJ
stock had greatly improved, th(* Rubber Reserve havin!
increased itn purchases from 175,000 tons at the end of
to 288,0(X) tons. This improvement had been brought about b
the single buyer arrangement, as the bulk of the rubber purciasi
by the Rubber Reserx'e Company had been allocated to restn,
stocks and manufacturers had been limited largely to nsia
rubber arriving from their previous forward contracts.
Reserve Company was now buying up two months ahead fran
the 13th of each month. Mr. Viles emphasised the wish of
American Government to complete the purchase of all the resem
stock as soon as possible, and asked the Committee to co-op«aii
in obtaining the liighest possible rubber production during tit
remainder of the year. He mentioned for the confidential
information of the Committee that his Government was contem
plating increasing its reserve stocks and would certainly boy
all the rubber that could be purchased.

It was again suggested to Mr. Viles that the buying policy
of the Rubber Reserve Company shauld be extended further
forward to cover at least November andDecember.

The Committee met on- the 19thAugust and with a view
to releasmg any surplus capacity that might exist decided,
not without misgivings, on a quota of 120 per cent, for the last
quarter of 1941. It would, of course, ha\-c been simpler &
hx no percentage and thus allow complete freedom of production,

u e Committee had no power under its mandate to take
such a decision. Since it was impossible that any significant
acreage could produce more than 120 per cent, of its normel
rapacity a quota of 120 per cent, was in fact permission to tg

woZho **d uni-estrictri
ferce crnTT T* by encouragir?
would dZnt eLt”
that lesfr~r - with the possrble result
coming with * produced than would havi; been fortt
teSe~”™ 'Lu T “*" “nt- In fact, in certai»
estates were seriouslvh”™ offered such terms for tappers ttai
The Comm>+ Nestndicapped and their yield was affected.
everystepinariiffi il o “ earnest of its aiixietv to talii

which the American aftr”* "k'* better iudgment,
an authontles thought might release surplus



f tv the British and Dutcli Governments informed the
t rr'*AGovernroent that exports corresponding to 120 per cent,
r f capacity were to 156 expected. The U.S. Government
[¢ orefficd its appreciation of the Committee’s action, by which
~ in that Government's opinion the utmost productive capacity
TOuld be made available.

A further step which the Committee took to remove every-
thing which might inhibit fuU production was to decide that
no deficiencies or surpluses should be carried forward to 1942,
and that if any territory was able to produce more than 120 per
cent, of its quota the surplus production would be covered by
raising the quota retroactively.

In spite of the fact that American absorption, even under
Government control, continued to exceed the stipulated amounts
by a substantial margin and that trade stocks were some 90,000
tons above the agreed datum line, the Rubber Reser%'e Company
had by the end of September purchased 407,000 tons, that is
tlie full amount of 330,000 tons contemplated in the first two
agreements, plus 77,000 tons of the 100,000 tons originally
included as a “ cushion-" for the producing industry but since
April an integral part of the American purchasing programme.

On the 14th October Mr. Viles informed the Committee
that the American Government contemplated increasing its
reserve stock by a further 370,000 tons to a total of some 800,000
tons. When it had acquired its stock pile it would remove
the restraint on commercial absorption and would continue
to take in rubber at the rate of 100;0(X) tons a month for
some time afterwards.

The Committee held its next meeting on the 16th October.
According to the latest information received at the time of the
meeting the Rubber Reserve Company had now completed
purchase of the 430,000 tons under the three agreements.

In view of the Recently expressed de.ire of the .\mencan
!-Government to accumulate further reserve stocks, the Lom-
i mittee again appointed Sir John Hay its representative to
* visit the United States of America :iiul. if necessary, Canada
Nwith plenipotentiarv powers “ to disruss, negotiate and settle

the terms which should ,go"mem tuture .supplies of rubber require.l
for the US A and f.r Canada whether for stock, trade require-
ments, or‘anv other purposes.” As soon as a passage eon d be
obtained Sir John Ha>- proceeded to America, arrn-mg thtie

farly in November.



In discussion witli Sir John Hay tlie Rubber Rfj,
Company, on behalf of the American Government, stated'
intonfion to increase its reserve stocks to 800,000 tons
to take in nibbcr at an average of 100,000 tons a month thro
out VM2 at the top of the agreed price range, 18| U.S. ctnts f k

Discussion took place over a price guarantee to cover &'
part of the post-war period when the U.S. Government woS
probably be unloading its large reserve stocks. The Committe
felt that the possession of such enormous stocks of nibbc,
would give the American Government power to dictate post'
rar rubber prices and that it was only just and reasonabfc
that producers who were supplying the rubber at a ccmtrow
price should receive in return some guarantee against a sleen
fall in prices immediately after the war.

The U.S. Government agreed to meet the views of te
Committee on the question of giving some support to the price
level dunng the period of stock liquidation, and the Committfe
before any agreement had been signed, decided to eontinu;
the 120 per cent, quota for the first quarter of 1942 in ordei
to mamtam the greatest possible flow of rubber to Amenci

whfcoTr* ‘f ~nthonties to arrange that any produce.
shoul h . than 120 per cent, of his assessment
should be permitted to do so,

the was signed on 13th Decemberand, thougli
Its one”i Japan mto the war on the 7th December prevented
ApS vii T -e set out
oftWhTeeT" are (J) supersession
of the new one ; (2) thi-increa’j:
tons of rubber a montA" ™ T ™ ¢ ¢ purchase 100,
i.0.b,: (4) the II'roughout 1942 at 18< U.S. cents per Ib
to January 1944 anH should b(; no liijjuidaticm prior
tons subkct to 'tk r 1% , A"*a>:imum annual rate of 200,(«l
continuJice o lioNi,iti®@~°" A--nnient, during tta
or war emerge” a"d' P-»f
maintaining trade stork« t cessation of hostilities, for
by the two® parses S it n

should be maintained h *Ninible that a stable market

hquidation of the re serve P urchase and tk
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a”oweg, {0 %ﬁe extent that general circuni-



ces and-its undartakings warranted it, to reduce the quota
w**dually. prme w'th the Reserve
fropany’; (M Resen'e Company agreed to co-operate in

intaiiiing a reasonably stable world market for rubber at
Hevcl reasonably profitable to producers.

It should be noted that during the period while these
negotiations wore going on maximum supplies of rubber were
coming forward under the 120 per cent, quota, and were being
bought up by the Rubber Reserve Company as fast as they
became available. At the time of Pearl Harbour and before
the new agreement was signed, the Rubber Reserve Company
had already purchased stocks greatly in excess of the 430,000
tons laid down in the three original agreements.

In summing up the work of the Committee during this period
the following general picture may be drawn. The U.S. Govern-
ment first indicated its intention to build up a reserve stock
{in addition to the “ barter " stock) in the middle of May, 1940.
The Committee, supported by the British and Dutch Govern-
ments, acted with great promptness in sending out Sir John Hay
to negotiate, and the first agreement was concluded with
exemplary speed by the 29th June. This agreement indicates
that the U.S. Government was at that time contemplating only
asmall reser\'e stock of 100,000 to 150,000 tons. The view of
the American Government regarding an adecjuate reserve stock
expanded rapidly and by August it was contemplating a reserve

" stock of 330,000 tons, and Sir John Hay, who had remained in
f the U.S., was on the spot to conclude a second agreement.

- -

The fact that the additional 180,000 tons was to be purchased
for shipment in gradually decreasing amounts throughout 1941
indicates clearly that there was still no great sense of urgency
in regard to the acquisition of the full stock pile. This sense
of urgency developed later in the \'ear, and the I..S. Government
offered to purchase a further 10b,0(Xl tons simply in order to
expedite the accumulation of the original 330,000 tons. The
additional 100,000 tons was to act as a cushion for lowering
| the rate of release when the original stock pile had been
purchased, and so encourage the Committee to provide the
rubber for the 330,000 ton stock as rapidly as possible.

By April, 1941, the U,& Government ni>longer considered the
100,000 tons simply as a cushion, but was anxious to purchase
tile whole 430,000 tons by the end of 1941 or sooner if possible.



In August it indicated unofficially its intention to tak
all available rubber and increase its stock pile stin w ™
In October, the Committee was officially informed of the
Govcemraent's desire to conclude a further stock agreement
\rith the same promptness as before the Committee arranged!
Sir John Hay to proceed to America and conclude a fouu*
agreement.

It will be seen how the stock pile objective and the sn
of urgency regarding its acquisition increased as the danger
war in the Far East camc nearer.

The decisions of the Committee on the rate of release mst
be judged in the, light of these developments. The rates d
release fixed for the second half of 1940 were in the lightd
such knowledge as was available amply sufficient to neti
requirements.

In 1941 the Committee released all available rubber and ti!
main impediments to the rapid accumulation of the reserve stods
were the lack of shipping in the early part of the year, tht
unprecedented increase in commercial absorption in America
the subordination of the reserve stock buying to comiperdal
needs, and the short-fall in exports.

The rapid accumulation of the reserve stock in the second
M f of the year was due not to the 120 per cent, quota but
the seasonal expansion in production, the Government control
01 commercial absorptlon in America,- and the single buwin?
agency. S >5

The fact that the full stock pile of 430,000 tons had ben
purchased for shipment within the agreed price range by tie
beginning of November is proof that the Committee had fulfilled

earher difliculties and delays. It
tTe «
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may we" doubted if those huge reserve stocks could
! been acquired so quickly without the aid of the Committee
AT the machinery of regulation. It is quite certain that
without the regulation scheme a much higher price would have
paid for them.

It is in the light of the above facts that certain,accusations,
ade in evidence before a congressional committee known as'
Truman Committee and impHcitly accepted by that Com-
mittee, must be judged. The principal reproaches made were
*three in numfier and it is desirable that each of them should be
briefly examined.

In the first place it was suggested that'negotiations for
the purchase of the American stocks were unduly lengthened
by the desire of the International Rubber Regulation Committee
to protect its interests by insisting upon conditions which
should regulate the ultimate disposal of the stocks to be acquired
for emergency purposes. The answer to this accusation is
twofold; negotiations were not unduly prolonged; the first
stock agreement, the terms of which governed the later ones,
was signed within three weeks of the arrival of the Committee s
plenipotentiary in the United States and within two days of

; the enactment of the legislation which empowered the Amencan
‘Department concerned to enter into the arrangements. Further,
,'the Committee would have been failing in its manifest duty to
the Governments of which it was the mandatory if it had failed
t to take all reasonable precautions against the price and market
H difficultieswhich would have been inevitable if a totally abnormal
J stock of nibber had been liquidated after the war in a manner
which disregarded the interests of the producing territones. The
United Nations Conference on Food and Agriculture recommends,
mth reference to “ commodity arrangements,” that provision
should be made when applicable for the orderly dispos™al ot
fiurpluses. The emergency stocks supplied to the United States
were, of course, surjiluses unless they were required for war
purposes. So evident was the need for secunng an orderl)
, Hiiuidation of emergency stocks that provision was made for
! it by the British and U.S. Govenmients in the bart. r
‘ agreement which they negotiated without any pnor consultation
with any member of the Committee : that agreement, be it noted
Was concerned to protect tlie interests of the cotton as wi.
the rubber producer.



Tho second reproach is that the Committee were slow
take action from time to time to enable the producing territon
to provide the rubber required to meet American needs, n
facts recounted in this chapter are sufficient answer to
accusation. At all times and without any avoidable delay
Committee fixed rates of release which were calculated to pro(i,J
all the rubber required both for emergenc}' stocks and comnicrcii
consumption as estimated by the competent American authorititj
It was no fault of the Committee that consumption in Aneriti
constantly outstripped all forecasts ; that was du»in the. word
of the Truman Committee Report “ to the unprecedented sy
rocketing of consumption by the public for non-defence purpose
principally automobiles, through 1941, culminating in the all-i®
high rate of over 900,000 tons per year during the second quirtt
of 1941 " and “ at a rate which reachcd in June of 1941 aiw
high of over a million tons per year.”

The third reproach, which is implied rather than specifically
made, is that producers “ being no different from people in lit
United States and all wanting to make a profit ” were demandini
an exorbitant price for their raw material. The short amswe
to this suggestion is that the increase in the price of nibbe
from the outbreak of the European war to the end of Novembe
1941 was 34 per cent., while the increase in the price of ra
matenals in general, indicated by the United States Departmen
of Labour Index, was slightly over 35 per cent. It may b
noted that rubber had commanded higher prices than thos
ixed m the various agreements before they were made. Sire
the outbreak of the Japanese war it has proved necessar
m order to obtara adequate supplies from Ceylon, the oaiii
considerable unoccupied producing territory, to offer apprcciabb
higher prices. Innally, the fact should not be oN-eriooLd th.
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CHAPTER XII
RETROSPECTIVE

Wartime experience and reconstruction plans liave aroused
piiblic interest in the regulation of raw materials, and the theory
Ld practice of rubber regulation may contribute somethingto
the discussion of the subject. Technically, it may be claimed,
the scheme which has been examined in previous chapters
worked and has therefore a pragmatical sanction, but it should be
recognised that it worked in spite of serious theoretical difficulties
inherent in the terms of the Committee's mandate.

The Committee’s function was " to adjust in an orderly
maraier supply to demand and maintain a fair and equitable
price level which will be reasonably remunerative to efficient
producers,” and an initial difficulty at once arises from the fact
mthat' efScient producer ' cannot in this context have its ordinary
and accepted economic meaning. An efficient producer, m
jtommon parlance, is one who can produce a saleable cornmodity
land sell his output at a price which will cover aU his costs,
;including depreciation, and leave him a margin of profit. Further,
~he usual conception of economic efficiency implies ability to
*sell at a profit in a free market: it may be doubted whether the
temiis apphcable in the case of a regulated market, and app”ently
the Committee was required by the terms of its mandate o
argue in a circle or assume what it had to establish. EfBcient
production is production at a reasonable profit ; but profitabihty
depends on price and the duty of the Committee was to aim a a
price level which was to be estabUshed by the efficient pro ucer.

This fundamental difficulty may be expressed in another
way. Supply was to be adjusted at a figure which would produce
aprice remunerative to efficient produceK ; this unpfies tnat i
is possible to arrive at an appreciation of efficiency which is no
;dependent on market price and abihty to sell profitably, but il tne
price is not a free market price but an artificial one (as it is



ex hypothesi) there will always be some producers who ¢

at that price and make a profit; which those producer”
cannot be ascertained imtil the price is determined. QOnt’
other hand it is impossible to define a price which will remun
efficient producers until it is known what efficient prodnT*
means. The Committee was therefore required to define efS*
production in terms of price and to determine price in ter
efficient produttiton. , . 1

Nor does this constitute the whole of the dilemma A *
price in the regulated market is remunerative to one
producers when they are allowed to produce a given percentia
of their potential output. If consumption at that price incrcte
and outstrips the regulated production, one of two things mw
happen; either production is not increased and prices rise &
stocks faU, or production is increased and costs fall; whicheva
happens the circle of efficient producers is enlarged If «
the other hand, consumption at that price decreases and’tt
percentage of permitted production is not effectively sold eitto
the pnce will fall as stocks increase or production must be furtlier
dmimished; m either case the circle of efficient producer b
restncted M In other words remunerative production-to top
the word efiicient for the moment—depend.s on two factor.
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These difficulties are formidable in theory, but \vithin limits
, soluble in practice. The Committee surmomited the
difficulty by concentrating on the stock and production
its task. No attempt was made to control the price of
*ubber,and.by and large that price followed the general movement
ofcommodity prices determined by industrial activity in the world
at latge. At the same time it used the prevailing price as a
barometer ; while a “ fair ” price was difficult if not impossible
to define precisely, a price which was too low to be remunerative
or so high as to produce excessive profits was within hmits easy
to detect, and an excessive departure on either side from a
presumed’ norm was regarded as a danger signal, demanding
re-examination of the stock and production position.

n

Undoubtedly by controlling the absolute and relative stock
of rubber the Committee was indirectly influencing the price.
This connection between the price of rubber and the relative
stock position is shown by a graph printed overleaf of the actual
price of rubber in the U.S.A. during the period 1923 to 1940 and
the reciprocal U.S. stock/consumption ratio during the same
period. 1t will be seen that there is a close relationship between
the two curves, except that during the Stevenson Scheme the
price of rubber increased more rapidly than the stock/consumption
ratio, and after the withdrawal of the Stevenson Scheme the price
decreased more rapidly in the depression. It wiU also be seen
that, taking a long-term view, regulation has tended to keep the
price from going very high when the stock/consumption ratio
was low, and from going very low when the stock/consumption
ratio was high. But it would be disingenuous to conceal the fact
that the practical policy of concentrating on stocks and lea«ng
price to find its own level does not solve one of the mam
confronting the controllers of such a commodity as rubber tne
long run adjustment of supply to demand. 1hepnceo ™
«dual commodity often does and should, while moving \yi
general price level, have another movement of its o™ ; to cater
exclusively for existing demands at the price level of the moment
would prevent, or an any rate sensibly dimmish, t e expans *
demand wliicli might be the result of expanded supply at a Imu
but still remunerative price. Restricted production a gi™n
price is by no means so desirable, either for t e P o P
consumer, as full production at a cousiderabnlower pric

encourages new uses.



Graph of Actual' Prices of Crude Rubber
U.S.A. IN THE Period 1923 to 1940 as Compared
THE Consumption/Stock R atio There Buriug

Same Period.

(1926 = 100)



The Committee did in fact recognise this by deliberately
fixing on one occasion a larger export percentage than the known
and established demands could justify in order to encourage
the use of rubber in upholstery. But the course of events
prevented the development of a technique for the encouragement
of new uses, since the rearmament demand took charge of the
situation, and it remains a problem which the administrators of
commodity arrangements must face. It may be suggested that
its solution will be easier if the administrators regard themselves
asapubUcmonopoly, pledged to safeguard the legitimate interests
of the consumer as well as the producer and bent upon ensuring,
so far as is in their power, that the ruling price (1) is such as to
secure the production of normal requirements and the upkeep
of land and equipment ; (2) is not such as to discoiuage normal
consumption, but rather to encourage new uses.

Commodity control schemes are not uncommonly criticised
on the ground that they protect the inefficient producer—in
which respect they do not, of course, differ from other forms of
protection. The above considerations suggest that they obscure
the difference between the efficient and inefficient producer and
make a criterion of efficiency hard to establish. But just as the
difliculty of defining normal stocks does not prevent a clear
recognition of abnormality when it is sufficienlly pronounced,
and just as the difficulty of defining a fair price docs not
obscure recognition of a ruinous or extortionate price, so the
difScnlty of defining efficiency does not entirely prHent us from
recognising marked degrees of inefficiency. f>id the rubber
regulation scheme in effect protect inefficient production—if
we may overlook the theoretical difficulties already discussed?

Judged by one test, general elficiency was not impaired ;
ample supplies of rubber were available at prices which were not
out of hne with prices in general. It did not, in any degree
which was important to consumers, protect territones which were
inefficient rubber producers ; there is no reason to suppose that
costs in the two important producing centres, Malaya and the
N.E.l., differed so appreciably that the consumer would have
gained substantially if a new price k'vcl liad been established
ss a result of full competitive production.

There is certainly a wider range of efficiency among individual
producers within a territory than among territones. But there
is a very real check on tlie protection of inefficiency within a



territory, since marked inefficiency would impair the ability of

territory to provide its quota, which would sooner or later be
lowered : its deficiency could in any case be corrected by a sliglu
rise in the general rate ol release. Some, if not all, producin.
territories weighed efficiency as well as straight productive
capacity in assessing individual estates. And, of course, profijs
were, as always, a continuing incentive to individual efficiency

Again it may be observed that figures relating to production
costs which were at the disposal of the Committee, while they
were not a precise guide to a fair and equitable price, showed
the costs of the average producer and could therefore form the
basis for an inference as to the price which in any given conditions
would enable the average producer to make a profit. And the
figures showed in general that while there was a small nuralwr
of specially efficient and of obviously inefficient producers the
bulk of the supplies came from those whose costs did not diverge
widely from the average.

There are other respects in which efficiency, on a wider
mterpretation of the term, was not impaired. Rubber producers
m general, when they began to earn profits after a long struggle
to maintain their estates, devoted large sums to the improvement
of their plantations. In particular it will be found in the future
that the extensive replanting which the relative prosperity
enjoyed in the regulation period made possible has very appre-
ciably mcre~ed productivity ; the replacement of poor yielding
trees by budded rubber and selected clonal stock will over targe
areas mean an mcrease in the yield from 400 Ib. or less to 1,000 Ib.

n expenditure on fertilisers to
maintam the yield of old areas is also an increase in efficiency.

in production should create an improvement
the labour force engaged upon it

of Lurninp labourers, and most estates took advantage
hovAIng t d ‘he provision of better
special attention toll, ™« ! ‘Nem were devoting
of the labour staff. and education® of the children
will be resumed progress in these directions
But it may perhaps he " Prosperity returns with peace,
limit to the rate of nr pafenthetically that there isa

rate of progress m raising the stLdard of living



;hich can be expected from an increase of wages. A labour
force mth few wants easily satisfied has a ceiling to its desire
f.r money and beyond a point a rise in wages wiU be used to

macquire more leiSirc rather than more possessions or services m
there were occasions after the outbrfeak of war when for this
rea-son higher wage rates threatened to result in lower production

The point, however, at which higher rates do not result in higher
earnings is not a fixed one, and should move upwards as new wants
are created by a process of education, especially in the coming
generation

Finally, asexplained in an earlier chapter, the rubber regulation
scheme was instrumental in improving the long term prospects
of the industry and its future efficiency by the provision of sums
for research not incommensurate with the importance of the
problems calling for investigation.

Another criticism of commodity control schemes is, as has
been noted in the Introduction, that they cannot deal with
excess capacity which is not purely temporary; the difficulty
of defining excess capacity has also already been indicated. In
any case experience abundantly proved that the world’s
productive capacity in rubber was not in the circumstances- one
ton ill excess of what was required by the United Nations for
the purpose of waging total war. It would be a sorry world
in which capacity was maintained at a height which would
provide the tremendous margin of resen”es required for ‘war
purposes. That problem can be met by the establishment of
strategical reserves of raw materials built up from production
from normal capacity ; the existence of synthetic plants, which
could be maintained in readiness even if the price of their
product was non-competitive, would furnish an additional
reserv'e. It may be added that there is a special reason for
maintaining a considerable reserve capacity in the case of
nibber, to wit the huge fluctuations in demand .'ieen against the
background of the seven year period required to grow the
rubber tree; the natural and cheap storage capacity of the tree
itself, and its long period of producti\-ity and ability to survive
fibgU'ct ease the problem. But fortunately there is no
~oimd (or supposing that the existing productive capacity of
~bber areas is excessive in peace time if full croplovTnent, the
‘Maximum and optimum use of resources, and the free exchange of
‘Commodities and manufactured articles are to be the objects of



the world's economic policy. In an ejfpanding world witk
gradually rising standard of living there is vast room (otV
increased use of motor transport, and it is not improbable io”
dijumstances contemplated that any regulating authority w ~
be more pre-occupied with the problem of deciding how
productive capacity should be incr&sed than with that of ("; f
how excess capacity is to be liquidated. H

The United Nations conferencc on Food and Asiicnlhi
held at Hot Springs, Virginia, in the summer of 1943 recommetiiU
that “ commodity arrangements ” should provide for the effecii
representation of consumers as well as of producers. As
words are generaUy used the " representation of the consumet'
sometimes conceals an ambiguity. Who is the consumer? Ti,
main primary consumer of rubber is the tyre manufacturer a
the main primaiy consumer of tyres is the motor car nain,
facturer ; the ultimate consumer whom they both e.xist to sera
IS the motor car user. When the pubHc are encourdged to hot.
that consumers mil be protected they think that they are tre
combers m question ; in fact it is the primary consumer wk
ISboth vocal and mterested and tends to secure protection Iti
hardly necessary to point out that the protection of the tm
manufacturer ag”~nst a rapacious producer of rubber is o

non protected against

cars' Th™ manufacturers of either tyres o
T manufacturers, as was pointed out ‘earlier,

could mdustnal countries protected by tariffs; thm
producer concession by the nibtet
TO remesrt™t ™ the ultimate consumer, who red
thanen ~ , fh" ~ Process, rather
consistentlv m of the manufacturer, who has ben
Regu\ariTO" (Sliim>t of consumer is tak.'n the Rubber
th®dX hrzt* t"een a pionee r m see-kir«
been eminently suceesTfiT ~ commodity and to half
producer and consumer p “ establishing co-operation hetwo»:
to show -that the °“Sn has been said in earlier chapters
machinery of rubber were satislied that th'
governed by, Z I r T ">at its use «@s

[ n both parties accepted:
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differences a3 arose between them were differences of iudtnnent

and appreciation, and neither party could claim infallibiUtv or
arecord of consistent rightness. ]

Incidentally it may be remarked that where a conflitt of
interest arises between the producer and the manufacturer
consumer it need not be due to the desire of the former for a
high price and the latter for a low one. If extremes are left
out of account what the manufacturer desires above all is a
stable price, which enables him to avoid changes both in the
size of his stock and its balance sheet value ; this desire for
stability might actually in certain circumstances, conflict with a
desire on the part of the producer for a lower price suggested
as desirable by the need for adjustment to changing economic
conditions.

That the Committee was conscious of the fact that the
consumer was not fully represented was evident from the
readiness with which it accepted a suggestion made by the
American Government that the consumer’s panel should be
increased from three to four, of whom two should be representative
of rubber consumers, not specifically described as manufacturers,
in America, and it was a matter of regret that the U.S. Govem-
raent never took advantage of a provision made at its express
request. But it may be doubted how far the ultimate consumer
can be protected by his power to voice an opinion on matters
which will affect the supply, and may affect the price, of amaterial
which is but one of the constituents, even if an important one,
of the manufactured product which interests him ; and obWous
difficulties will confront anyone who mshes to find a * repre-
sentative " consumer. In practice his interests must be protected
by Government representation for that specific purpose and by
full publicity.

In the case of the Rubber Regulation Committee, constituted
by an inter-governmental treaty, its members were appointed by
and responsible to governments; they were in every sense
Government representatives and the voting members were—and
this was a matter of deUberate policy—not themselves primarily
ii'terpted in the production of rubber. Further the scheme,
and its working, have throughout been given very full pubhcity.
The Agreem ents were pubhshed, in full, at the earliest possible
‘lates; all major decisions of the Committee were pubhshed
‘mediately they were taken ; and the statistical buUetin was



designed to enable, and did in fact enable, the public generally
and a0 interested parties to form their own appreciation of th!
background against which decisions were taken, and to apprecu.]
the statistical reasons which actuated these decisions.

matever judgment may be passed on the theoretical besis
of the scheme of rubber regulation which the Committee wes
called upon to administer it can be claimed with assurance
that it was technically and practically workable. Just ho*
efficiently it worked in regulating production may be seen froni
the following figures comparing permissible with actual ex-
ports—

@ @
Permissible Actual Percentage excc®
exports. exports or deficiency of (2).
tons tons
1934 (june/Dec.) 498,928 487,045 — 24 .
1933 769.870 780.704 + 14
1936 800,651 797,737 -OH
1937 1,092,907 1.088,360 — 04
1938 756,935 779.190 + 29
»39 879.139 887.522 + 10
1940 1,282,665 1,285.739 +02
Total 6,081,095 6.106,297 + 04
1941 (Jan./Nov.) 1,473,376 1,328,890 — 98

cl<»e correlation between the two sets of figures from
1934 to 1940 IS stnking, and the experience of that period is not

actml discrepancy between permitted and
aetud exports in 1941, when the permissible export allowance

predLr rT by the generaUty of
LtuA~NNI ~actOTs wldch constantly tended to
shorter periods™ pennissiblc and actual exports over

speed arw SexTOrtsc™ w'A
at rates of release ~ hii>h or

tion or repatriatinn . n necessitate the importa-
flow of rubber °labour
more quicklv in supplies could be increased

And it shoufd b e;blog ¢ there was o lag due to preparation

; secondly th



transport ol two to three months between production and
delivery in the mam consuming countries, with a corresponding
w in the increase or decrease of effectively available supplies

Again, the foUowing figures show that the scheme work~”
eSciently in providing large supplies of rubber at a price which
certainly yielded no excessive profits.

Exports Absorption Endyear Stocks Price

Relative in
Actual  monUis' d.

tons tons, tons.  apsorption, per Ib.
J934 (June/Dec.) ...  521.000  503.000 726.000 n 6-U/16
1935 . 830,000 936.000 645.000 H 6
1936 Lo 866,000 1.038,000 464,000 H n
1937 . 1,166.000 1,0sfe,000 532,000 H 9%
1938 872,000 934,000 465,000 6 7.7132
1939 L 990,000 1,097,000 359,000 4 9
1940 1.395,000 1,085,000 668,000 U 12-1/16
1941 (Jan/Nov.) .. 1,415,000 1.130,000 950,000 9i  13-9/16

From this table it will be seen that the Committee provided
* during the 1\ years of regulation for exports of more than 8 million
f tons, a total which compares with exports of less than 6 million
@nsin the 1\ years immediately preceding regulation. A careful
dy of the preceding chapters will show also that these 8 million

ons of rubber not only covered all absorption requirements to
general satisfaction of the rubber manufacturers, but in
dition provided sufficient rubber for the U.S.A. to have in its
po.ssession at the outbreak of war in the Pacific “ the largest
I stock pile of rubber ever accumulated at any time anywhere in
the world; and this in spite of the fact that stocks were
\ exceptionally low at the outbreak of war, largely owing to the
~confidence of consumers in the technical efficiency of regulation,
* which absolved them from the necessity of carrying large stocks

“or themselves.

The steadiness of the price is illustrated by the fact that the
average price throughout the pre-war period of regulation was
; 7-35d. per Ib. ; this is to a decimal point the price which prevailed
I ~hen the agreement was signed in May, 1934. The establishment
fhat pricc.was obviously influenced by impending regulation,
out the fact that a member of the Adnsor>” Panel in July, 1937,
“fA'ight a price range of 8d. to 10d. was fair and reasonable
m%gests that it was not excessive, and it may be observed that
innoyear before the outbreak of war did the average price exceed
/- upper limit of this range and that in four years out of the
It was well below the lower limit.



The members of the International Rubber Regulation r
mittee have throughout the period of regulation been con
of their responsibility as trustees for a great industry and"®
dependent on it, without overlooking their duties to the consnj™

The size of the industry may be judged from the fact
the amount of capital invested in the rubber plantatio
Malaya and the Dutch East Indies, which between them pr»
about 90 per cent, of all plantation rubber, may be ronhf
estimated at ~250,000,000. But this is less than half the sto
it omits the estate production of Indo-China, Ceylon, Siam”
other smaller territories ; it takes no account of the capiy
which is of course Itess per acre, invested in small native holdina
which account for approximately half the world’s production.

The importance of the industry is however not fully disclosd
in terms of capital investment, stock values and dividends I
the Dutch East Indies above 715,000 small holders were registered
as rubber producers in 1936 ; if those of other territories at
added weU over a million native growers and their families msi
be whoUy or partly dependent on the prosperity of the nibba
producmg industry for the bare necessities of hfe. To this fi™
must be added the multitude of non-Europeans normallv ad
directlyemployed on estates as tappers, field labourers and (acfon
workers, md mdirectly employed in moving it from the planta-
co™ f shipped to thefom

| provided a raw material which e
revolutionised transport.

indML'T™ the benefits derived from the rubber produd»s
"x»r"7 of r populations of the producing areas:

128 8F B3R the Uk ana HgjzRortant element in the forin

illustrated by the fact thafi tK Their importance i ,
from the 11'S the year 1937, when U.K. inports
theU.S at X42 COOM'on £706,000,000 and U.K. exports to
amounted to >310000T "' f

and Francrl;rbawt”Jh,°" the U.K., HoltoJ
and in particular tn i "ts with the out5|de woriil

to purchase from America has been draxn



bom their interests in rubber production. But what is important
i auU is that miUions of natives, to whose advancement
Erivilisation is now formally pledged, depend on rubber for even
the maintenance of their existing standard of living; they must
Jong continue to do so, for the demand for other tropical products
isnot so elastic that a change of cultivation could be Effected in a
‘short period. Most rubber land has been reclaimed from the
mjangle and would revert to it if rubber either failed to stand up
to legitimate competition or was ousted from the market
artificially.



AffEsnu

Revised Text, as recommended by the International Ru
Regulation Committee, of the Agreement between tlie G
ments of France, the United Kingdom, India, the Nethe!!?*
and Siam to Regulate Production and Export of
signed in London, May 7, 1934, as amended by the Pm
of June 27, 1935, May 22, 1936, and February 5
(Treaty Series No. 74 (1938).) '

London, October 6, 1938.

The Governments of the French Republic, the Uiiii
Kingdom of Great Britain and Northern Ireland (hereinaltj
referred to as the Government of the United Kingdom), India tk
Kingdom of the Netherlands, and the Kingdom of Siam :

Considering that it is necessary and advisable that steps shwi
be taken to regulate the production and export of rubber in
from producing countries with the object of keeping world stds
at a normal figure and adjusting in an orderly manner supplyt
demand, while at the same time making available all the raddm
that may be required and maintaining a fair and equitable pria
level which will be reasonably remunerative to efficient product™
and temg desirous of concluding an Agreement for this puma

Have accordingly agreed as follows

Article 1.

obUgations under this Agreement of the Governmento
the French Republic apply to French Indo-China ; those of tb

Kingdom to Burma, Ceylon, tx

Strain **' Unfederated Malay States, tt

sirawak North Borneo; Brunei ari

the Got™ f of India to India ; those (i

NethertnTT? Netherlands to tk

of Shm to Siam“ "' ' Government of the Ktagi.
Article 2.

~or the purposes of tins Agreement-

4 {a). quotas '*means the quotas referred to in Arti®

the clm m Iterefeed tm Irt.AkS*'™



(c) wmControl YenNir™ means any calendar year during the
* continuance of this Agreement, or, m the case of the year 1934
» the portion of that year between the date of the coming into force
~ of the regulation under Article 3 (i) and the 31st December, 1934,

{d) " Rubber plant ” means and includes plants, trees shrubs
or vines, and any leaves, flowers, seeds, buds, twigs, branches
roots or any Uving portion of them that may be used to pronaffate
any of the following

(A) Hevea Braziliensis (Para Rubber).
(B) Manihot Glaziovii (Ceara Rubber).
(C) Castilioa elastica.

(D) Ficus elastica (Rambong).

(E) Any other plant, tree, shrub or vine which the Inter-
national Rubber Regulation Committee may decide is
a rubber plant for the purpose of this Regulation.

(« mRubber " means (1) crude rubber, that is to say, rubber
prepared from the leaves, bark or latex of any rubber plant and
the latex of any rubber plant, whether fluid or coagulated, in any
stage of the treatment to which it is subjected during the'proce-ss
of conversion into rubber, and latex in any state of concentration m
and (2) for the purposes of paragraph () of this Article and Articles
4,5 and 6 mcludes the raw rubber content of aU articles and things
manufactured wholly or partly from crude, rubber within a
temtory to which the present A”eement applies, which manu-
factured articles had not been previously imported.

(/)  New planting " means planting during the period of the
iiegulation rubber seeds or plants on an area which has not since
the 7th May, 1934, borne such plants. If in an area already

* ng two (or more) cultivations or other growths, one of which
consirts of rubber plants, the other cultivation(s) or growth(s)

n.f or partly substituted by rubber plants, this
“Dstitution will also be regarded as new planting.

Replanting ” or “replant ' means planting during the

mo ° Regulation more than thirty plants on any acre (or
earn m ™ ®®"enty-five rubber plants on any hectare) of any area
™ *ar as such

A considered to be new planting as defined mider
of this Article.



m < Supplying " or 'msupply means planting during the
period of the Regulation thirty rubber plants or less on any acre
or seventy-five rubber plants or less on any hectare of any area
carrying rubber plants on the 7tli May, 1934, so far as snch
planting cannot be considered to be new planting as defined
under (/) of this Article.

() " Net exports " means the difference between the total
exports of rubber from a territory during a period, and the total
imports of crude rubber into that territory during the same
period.

(J) " Owner ” means and includes the proprietor, occupier or
person in the possession or in charge of a holding, or such person
as is, in the opinion of the Government concerned, the Manager or
Agent of or entitled to‘act for or on behalf of such proprietor,
occupier or person.

(™ " Holding " means land on which rubber plants are groann
which is in the ownei™hip, possession or occupation, or is being
worked by or under the control of the owner.

{l) " Person/’ unless the context otherwise requires, includes
a company, corporation, partnership or other body whether
corporate or not.

{m) ” Standard production ” means the amount fixed by the
Government of each territory or group of territories as the
standard production of rubber of a holding for any control year.

Article 3.

@) The contracting Governments undertake to take such
measures as may be necessary to maintain and enforce in their
respective territories, as defined in Article 1, the regulation and
control of the production, export and import of rubber as laid
down m Articles 4, 5, 6, 8,9,10, 11, 12 and 13 of this Agreement,
heremafter referred to as " the Regulation.”

Tune’ Kjgulation shall come into operation on the 1st

ER/% as a mmimum period. “t <1 the 31st December,

Declttef prior to the 31St

shall make a recommp Kubber Regulation Committee
ndatloH to the contracting GovenunLuts as



continuation or otherwise of the Regulation. The recom-
w y in favour of continuation, may suggest amendments
"the Reflation and include proposals relating to the other
Avisions of this Agreement.

M) Each contracting Government shall signify to the Inter-

t rial Rubber Regulation Committee its acceptance or rejection
"?thc recommendation referred to in the immediately preceding
caragraph within three calendar months after the date of the
receipt of such recommendation.

It) Ifthesaidrecommendationisacceptedbyallthecontracting *
Governments, the contracting Governments undertake to take
such measures as may be necessary to carry out the said recom-
mendation. The International Rubber Regulation Committee
shall inform the Government of the Uniteii Kingdom, which shall
(Jraw up a declaration certifying the terms of the said recom-
mendation and its acceptance by all the contracting Governments,
and the present Agreement shall be deemed to be amended in
accordance mth this declaration as from the date specified in
that declaration. A certified copy of the declaration, together
«ith a certified copy of the Agreement as amended, shall be
communicated to all the other contracting Governments.

(/) If the said recommendation is not accepted by aU the
contracting Governments, the International Rubber Regulation
Committee shall decide as soon as possible whether they desire to
submit to the contracting Governments an amended recom-

; mendation. If the International Rubber Regulation Committee

submits an amended recommendation, each contracting Govern-
ment shall signify to the International Rubber' Regulation
Committee its acceptance or rejection of the amended recom-
mendation within one month after the date of its receipt. If the
Mended recommendation is accepted by all the contracting
(jovfmments the provisions of paragraph (c) above shall apply,

fe) If the International Rubber Regulation Committee decides
M 10 submit an amended recommendation, or if its amended
ommeiidation is not accepted by all the contracting Goveni-
info N ~ut™ijational Rubber Regulation Committee shall so
own™ f’vernment of the United Kingdom which may of its
Govern™in requested by any other contracting

raent, convoke a conference of the contractmg Gos-ern-
to consider the gjtyation.



Ik) Unless a recommendation to continue the regulati,,.
accepted imder paragraphs {d), («) and (/) above, or unfes
agreement for continuation is concluded between the contracti!
Governments at the conference referred to in paragraph (g)abj
the regulation and aU the obligations ansing out of this Agreeme!
shall terminate on the 31st December, 1943. If at the coiiferjuj
referred to in paragraph (g) above an agreement for continmti,.
is concluded between some but not all of the contracting Goe®
loeuis, the Regulation and all the-obligations arising out ofth
Agreement sdf term e on the 31st December, 1943, in rtspjj
of any contracting Government not a party to the Agreement I*
continuation.

(i) Without prejudice to the provisions of paragraph (c) of tiii;
Article the International Rubber Regulation Committee may it
any time make a recorflmendation to the contracting Governraenti
for the amendment of any part of the Regulation or anj' of tt
other provisions of the present Agreement except the provisions
of Articles 4 and 6 and of paragraphs (I) or («) of Article 15, Tre
recommendations of the Committee under this paragraph nay
include a recommendation that the present Agreement should ke
made open to the accession of a non-signatory Government, ad
proposals for such additions and amendments to the present
Agreement (including additions to Article 4 and paragraph (f)a
(n) of Article 15) as may be necessary to determine the conditions
of the participation of such Government. The provisions o
paragraphs (d) and (e) of this Article shall apply as regards ay
recommendation made under the provisions of this paragraph.
Recommendations under this paragraph, if not ;u:cepted and put
uito force under paragraphs {li) and (f), shall fall, but without
prejudice to the power of the International Rubber Regulation
Committee to present all or any of them again under paragraph
(c) at the appropriate time.

® Article 4.
jrase of the Straits Settlements, the Federated Miay
f U“f«l'-*ratod Malay States and Brunei (which
3f I'-mtories for tui

Ntate \%2
Le and Siam, the exports o

thefoUomngprovizZ'.rL'""”



(@ The following annual quantities in tons of 2,240 English
oumds dry rubBer shall be adopted as Basic quotas for each
territoo’ territories for the control years specified
Table of Basic Quotas (Long Tons).
1934-1938.

1934, 1936. 1937.

/,0f-
straita Settlements,
FMS.,UMS. aid

Brunei 504.000 538.000  569.000  589.000 602,000
Netherlands India .. 352.000 400.000 500.000 520.000 540,000
Ceylon 77,500 79.000 50.000 81,000 82.500
India... 6,850 12,50n 12.500 12.500 13.000
Burma 5,150 8,000 8.500 9,000 9,250
State ofN. Borneo. 12,000 13.000 14,000 15.500 16.500
Sarawak 24.000 28.000 3Q,000 31.500 32.000
Siam 15.000 40,000 40.000 40,000 40.000

Total... 996,500 1,118,500 1,254,000 1,298,500 1,335,230

Table of Basic Quotas {Long Tons).

1939-1943.
1939. 1940, 1941 1942, 1943,
Strans Settlements
FMS, UMS. a
Brunei 632.000 642.500 67,000 651000  651.500

631,500 640,000 645,500 650.000 651.000

Netherlands India o0 107200 100,000  109,5i» 110,000

i 17.500 17750 7o 17750 A17R
Burma 13.500 13.750 13.750 g’ggg 21,000
State of N. Borueo,. 21000 21,000 21000 h i 4400
Sarawak 43000 43750 44,000 : 60,000

Sam 54.500 55300 55700  56.000 '
1,569.000

Total . 1519000 1541550 1554700 1963000
(6) Burma shall be permitted to export evnortable
~ out debiting such exports against her * »~hs (1)

amount" as defined in paragraph (d) bc4ow andinP ~ P
and (2) of Article 5. so long as such e.xports aa-

Governments of India and Burma. In thee'tn 3 n(X) tons
: being absolutel, prohibited, an
per annum shall be made to the ‘Mg are hmited and
“paragraph («) of this Article If
amount so limited is loss than 3,0 L] annum

~shall be made to the basic quotas for Burma at a rate per



. the difference between such permitted annual
eqmvdent t 000 tons, and if the amount permitted is equil
exports Md ~ 3 Q00tons, no addition shall be made to the basic

4n addition to the basic quotas made under the pro.

nf'tliis naragraph at any time during a control year shall

;ir tlst -lain”o the addition pernutted for a fuU ye.

L the remaming part of the contro year calculated from th.

Tate onwhich the prohibition or Imitation came into force bearsto

whole control year. Such exports of rubber imported into

India from Burma shall be deemed to be excluded from Indias

« total imports of crude rubber ” and from Burma’s “ total exports
of rubber ” for the purposes of Article 2 (>).

() The International Rubber Regulation Committee shall fa
from time to time for each territory or group of territories a per-
centage of the basic quota. The percentage of the basic quota
fixed by tlie International Rubber Regulation Committee shall
be the same for each territory or group of territories. In the case
of Siam, the percentage of the basic quota for that territory shall
not be less than 50 per cent, for the year 1934, than 75 per cent,
for the year 1935, than 85 per cent, for the year 1936, than 90 per
cent, for the year 1937, and 100 per cent, for the year 1938.

(li) In each control year the quantity of rubber, which is
equivalent to the percentage so fixed of the basic quotas of each
territory or group of territories, constitutes for that territory or
group of territories the “ permissible exportable amount ™ for
such territory or group of territories. Provided that in the case
of Siam the “ permissible exportable amount ** so constituted (or
that territory shall not in any of the control years 1939 to 1943 ke
less than 41,000 tons {of 2,240 English pounds).

Article 5.

Tlie net exports of rubber from each territory or group of
territories shall be limited to the “ permissible exportable
amount ” :

Provided that (1) in any control year the nut exports may
permitted to exceed the " permissible exportable amount ” by ~
quantity not greater than 5 per cent, of that amount, but. if tlie

permissible exportable amount ” is exceeded in any year, the net
exports for the immediately following control year shall be limited
to the permissible exportable amount ” for such year less the
amount of such excess for the previous year.



i?_l If aiff territory or group of territories has exported in any

ol year less than its " permissible exportable amoimt,” the

exports from such territory or group of territories for the
mediately following year may be permitted to exceed the

miissible exportable amount ” for such year by an amount
ral to the deficiency below the “ permissible exportable amount”
("""'the previous year if such deficiency was not more than 10

r cent, of such " permissible exportable amount,” or equal to
lo'~per cent, of such “ permissible exportable amount " if the
deficiency exceeded 10 per cent,

(3) In the case of the group of territories comprising the
Straits Settlements, the Federated Malay States and the Un-
federated Malay States and Brunei, the obligations arising under
this Article may be executed (a) by controUing the actual
production of rubber on the islands of Singapore and Penang
(parts of the Straits Settlements), and {b) by controlling the
exports of rubber from the remainder of this group of territories
insuch a manner that the total of the production of rubber during
the control year in question in Singapore and Penang, together
with the net exports of rubber during the said year from the
remainder of the group of territories, shall not exceed the amount
of the “ permissible exportable amount ” for the whole group of
territories,

(4) For the purpose of the preceding proviso and of the
provisions of Articles 9, 10 and 13 below, the entry of rubber
from the remainder of the group into Singapore or Penang, or
into such rubber storage places within the remainder of the group
as may from time to time be sanctioned by the Internat™nal
Rubber Regulation Committee, or vice versa, shall be deemed to
be ail export or import as the case n:iay be.

Article 6.

In the case of Indo-China. the Administration (1) shaU
maintain a complete record of all rubber leaving the temtorj' and
will estabhsh such control as is necessary for this purpose, and
(2) on the happening of the events specified in paragraph (a) belov.®
shall cause the qu”~mtities of rubber specified in that paragraph
to bedelivered to the order of the International liubberRegulation



Committee- in accordance with the provisions of paragraph (i)

m ‘h in any control year the tot” quantity of rubber leaving
French Indo-China for any part of the world shall exceed 60,000
,0“ W 22+0 English pounds), and the pernuss.ble exportable

for the territories specified in Article 4 are less than the
b X quot, a quantity of Rubber shall be delivered equal to a
oemntaeo of the amount by which the total quantity of rubber
leaWne French Indo-China exceeds 60,000 tons, such percentage
being the average percentage of reduction of basic quotas which
shall have been applied in that year in the temtones specified in
Article 4.

(6) The quantities of rubber referred to in paragraph (a) above
shall be notified to and agreed with'the International Rubber
Regulation Conunittee, and dehvered free of cost and all charges
at warehouses in the United Kingdom or in France in the form of
London standard quality sheets or London standard quality
cnfpc, to the order of the International Rubber Regulation
Committee, within six months after the expiration of the control
year in question.

Article 7,

The International Rubber Regulation Committee may dispose
of all rubber delivered in accordance with the pro\isions of the
preceding Article in such manner as it shall deem to be most
beneficial to the objects which are envisaged in the provisions of
the present Agreement.

ARTICLI- 8.

The provisions of .\rtides 0, 10, H. 12, 13 and 14 below apply
to all the territories siwcified in Article 1 unless the contrar>' is
expri'.ssly stated,

Amici.i; >,
llu- exixirfation of rubber from a territorv or group of
temtones shall be prohibited under jKiialues that will U eftec-
tively deterrent, unless siieh rubber is .iceomiMni.xI bv ,i certificate
of origm dnly authenticated b\- ,m oificiul dulv em[>..wered for
this purpwe by the Adniiuistr.ition of the territorv or group,
ilie jx-Uidties which may be iniiwsed for this offence shall include



hf destruction, and (b) the confiscation of the rubber. This
iri‘cle does not apply to the islands of Singapore and Penang or
«idi rubber korage places as may be sanctioned by the
fternational Rubber Regulation Committee under Article 5

liejeof.
Article 10.

The importation of rubber into a territory or group of terri-
tories shall be prohibited, under penalties that will be effectively
deten-ent, unless such rubber is accompanied by a certificate of
origin duly authenticated by a competent official of the Adminis-
tration of the territory or group of origin. The penalties which
may be imposed for this offence shall include {a) the destraction,
and {b) the confiscation of the rubber.

Article 11.

(@ Every owner of a rubber estate not less than 100 acres in
area shall be prohibited under penalties that shall be effectively
deterrent from having in his possession at any time stocks of
nibher exceeding one-quarter of the amount of the total standard
production of that estate for the preceding Control Year.

i (6) So far as estates of less than 100 acres and small holdings
areconcerned, the Governments of each of the territories or group
of territories will ensure that the total of the stocks maintained
ly the owners of these estates and small holdings shall be kept
within noi-mal Umits.

(©)  The total of all other stocks of rubber in the territory shall
lielimited to a quantity not e.\ceeding 12J per cent, of its per-
missible exportable amount ” for the preceding control year.

{d) The preceding provisions of this Article do not apply to
India, Burma, the islands of Singapore or Penang, Siam, or to the
storage places sanctioned by the International Rubber Regulation
Committee under paragraph 4 of Article 5, but in India, Burma
and Siam the stocks of rubber sHall be hmited to normal pro-
J»ttions having regard to the amount of rubber internally
consumed.

Article 12.

(@) Except as provided in the subsequent paragraphs of this
iteicle, the planting of rubber plants during the period of the

167
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] h,Il be prohibited under penalties that shall be
Regulation penalties including the compulsory

S;::-s S-S i
of the owner.

1 <hall be permitted during the period tlie

(f W39 to the 31st December, 1940, in each territory
fio” oTteSrL onan area not greater than 5 per cent.

tw S planted area of that terntory or group as specified i,

fa~apaph {e) of this Article. The International Rubber Rena-

ta ColLittee shall have th« power to, and may tf it so decides,

U it oMhf ;trp™ nieTarr;
“mto” ™ specifiel in paragraph («) of this Article. The
Committee shall have the right to allocate all or part of this
additional area among all or to any of the terntories or group of
territories specified in parapaph (s) of this Article in such a
manner as it deems appropriate.

(©)—(1) New planting shall be permitted after the 3ist
December, 1940, in each territory or group of territories on areas
not greater than the percentages of the total planted area of
that territory orgroup which the International Rubber Regulation
Committee shall fix from time to time for such periods as it shall
determine. (2) The Committee shall have the power to, and may,
if it so decides, permit additional new planting during the period
the 1st January, 1941, to the 31st December, 1943, on an area
up to a maximum of one-fifth of the area permitted to be new
planted under sub-paragraph (1) of this paragraph. The Com-
mittee shall have the right to allocate all or part of this additional
area among all or to any of the territories or group of territories
specified in paragraph (e) of this Article in such a manner as it
deems appropriate.

[d) The provisions of paragraphs (6) and (c) of this Article do
not apply to Siam. In Siam new planting shall be permittw
during the period the 1st Jamiary, 1939, to the 31st Di'ceinber.
1943, on a percentage of the total planted area as given »
paragraph (e) of this Article equivalent to the highest percentage
which may be granted to any other territory or group of terri-
tories under paragraphs (6) and (c) of this Article, and in any c®"
on an area not less than 31,000 acres.



(€) The total planted areas of the territories to which this
Agreement applies shall for the purposes of this Article be deemed
to be as foUows

Total planted

area.
{In acres.)
Straits Settlements, Federated Malay
States, Unfederated Malay States and
Brunei. s ... 3,273,100
Netherlands India ... ... 3,214,900
Ceylon 605,200
French Indo-China . 314,200
India e 128,000
Burma 104,400
State of North Borneo 126,600
Sarawak ..., 228,000
SiaM s 312,000

(/) New planting rights not used in the period referred to in
paragraph {b) above pr in any of the periods fixed by the Inter-
national Rubber Regulation Committee under paragraph (c) shall
be automatically cancelled.

(@) “ Replanting ” shall be permitted unconditionally, but
the Committee shall have the power to review the position and
limit replanting after the 31st December, 1940, if this should
seem advisable.

{h) " Supplying ** shall be permitted unconditionally.

(i) The contracting Governments undertake to furnish to the
International Rubber Regulation Committee not later than the
I1st May of each Control Year accurate statistics showing
separately the total areas replanted and new-planted in the
preceding Control Year divided into areas planted with bud-
grafted rubber, high yielding clonal seed and seedling rubber.

Article 13.

@ The exportation from a territory or group of territories of
rubber plants shall be prohibited under penalties that shall be
effectively deterrent, except to any other territory or group of
tenritories to which this Agreement applies. In the case of
t"mtories to which this Agreement applies it is contemplated that



»™A~rrial or adinmistrative considerations in the

this undesirable, export of rubber pla;, ts

gut-h territory or group of territories
itany”~th”eh territories or group of temtories.

except
temtor>' of

~AdX nnftW bontrol Year, and tire territories to which
Z v .Se exported or from which they were imported, shaU be
S b~he Administrations of both the temtoiy of export and

territory of import to the International Rubber Regulation
Committee at the end of each Control Year.

Article 14,

The contracting Governments and the Administrations of the
territories or group of territories to which the present Agreement
applies will co-operate with each other to prevent smuggling
evasions and other abuses of the Regulation.

Article 15.

{a) An Internarional Committee to be designated “ The Inter-
national Rubber Regulation Committee ” shall be constituted as
soon as possible.

6) The said Committee shall he composed of delegations
representing the territories or group of territories to which the
present Agreement applies, and the numbers of the respective
delegations and the numbers of the persons who may be nominated
as substitutes to replace members of delegations who are absent
shall be as follows —

Sitbsiituie
Metftbers. Members.
(1) Straits Settlements, Federated
Malay States Unfederatcd
Malay States, Brunei

(2) Netherlandsindia

(3) Ceylon

(4) French Indo-China

(5) India

6) Burma

(7) State of North Borneo

(8) Sarawak.
(9) Siam

—_— = =R, NN AN
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(©) The Government of the United Kingdom shall be informed
~ soon as possible by the otlier contracting Governments of the
persons first designated as members of delegations representing
their respective territories. All subsequent changes in the
membership of delegations shall be notified by communications
addressed to the Chairman of the Committee.

(/) The Government of the United Kingdom will convoke the
ftrst Meeting of the Committee as soon as possible, and may do so
when the members of six delegations have been designated.

(&) The principal office of the Conmiittee shall be in London.
The Committee shall make such arrangements as may be necessary
for office accommodation, and may appoint and pay such officers
and staff as may be required. The remuneration and expenses
of members of delegations shall be defrayed by the Governments
by whom they are designated.

{/) The proceedings of the Comnrfittee shall be conducted in
English. «

(™ The Committee shall at its first meeting elect its Chairman
and Vice-Chairman.

(/) The Chairman and Vice-Chairman shall not be members of
the same delegation.

() Meetingsshall be convened by the Chairman,or in his absence
by the Vice-Chairman. Not more than three calendar months
M elapse between any two consecutive meetings. An extra-
ordinary meeting shall be convened at any time at the regiiest of
any delegation within fourteen days of the receipt of the request
by the Chairman.

{J) The Committee shall perform the functions specifically
entrusted to it under the subsequent paragraphs of this Article
andArticles 3 (c). (e). (/), {g) and (0- 4 (c),5 (4).6,7. 12 (c), 17,18
and 19 of this Agreement, and shall, in addition," collect and
publish such statistical information and make such other recom-
mendations to Governments relevant to the subject-matter of this
Agreement as may seem desirable, in particular, with reference to

disposal of aniy rubber which may come into the owiership of
JjyGovernment as the result of the carrying out of Articles 9 and

of this Agreement. The Committee shall do all such other
Mmthings as, may be necessary, incidental or conducive to the
out of its functions, and give such publicity to its actions

F n may deem necessary or desirable.



ERAEY diall vot*e as one unit. In case of ddeM.

(k) Each n one member, the name of the member

tions composea 0 communicated m case of the

the olvemment of the United Kingdom anj

the Committee. The votijg

absence, by communication to the Chair-
another member to act for him.

first meeting t
thereafter to

a\ Fach delegation shall possess a number of votes calculated
th| basis of one vote for every complete 1,000 tons of the basic
t !f the contrél year for the time being for the territory or
n of territories represented by that delegation, and for the
f votine the territory of French Indo-China shall ke
tt h:!:i b"uotT of 80,000 tons for cach of tre
control yeafs 1939-1943.

(,,) The presence of voting members of at least four delegations
shall be necessary to constitute a quorum at any meeting;
provided that if within an hour of the time appointed for any
meetinga quorum as above defined is not present, the meeting may
be adjourned by the Chairman to the same day, time and place
in the next week, and if at such adjourned meeting a quorum &
defined above is not present, those delegations who are present
at the adjourned meeting shall constitute a quorum.

{«) Decisions shall be taken by a majority of the votes cast;
provided that— j

1) A decision recommending amendments to the present
Agreement under paragraph (*) of Article 3, or fixing or varying
the permissible exportable percentage of the basic quotas under
Article 4, or fixing the percentage of the permij~siblo new planting
area, or limiting replanting under Article 12, or varying the rate
of the uniform cess under Article 1Q, or making or modifying or
abrogating the rules of procedure, shall rctiuire a three-fourtns
majority of the total votes which could bo cast by all

delegations entUled to vote whether such delegations are present
or not.

(2) The delegation representing French Indo-China shail i
be entitled to participate in any discussion or vote on the pr
missible exportable percentage of the basic quotas if and so KH

as exports from this territory exceed 60,000 tons (of 2,240 EngU=
pounds) in a control year.



n

~Nittee shall at the beginning of each control yea.r
) S get for the forthcomipg year. The budget shall
jBwup>te '™ A -ate headings and in reasonab e detail the
" < te Committee of its expenses for that year The
he communicated to the contracting Goyernnientsand
msteitions of the territories or group of temtones to
t Agreement applies, and shall show the share of
on each territory or group of temtones in
the jijj, provisions of Article 16.
ton ™ possible after the end of each control year the
' fL shaU cause to be drawn up and audited by a duly
1 Lrtered accountant a statement of account shomng
I“tnnefreceived and expended during such years. The state-
nTTJcoZt shall be communicated to the contractmg Govem-
ts and to the Administrations of all territones or groups of
TeStories to which the present Agreement apphes.

the
»hich f

M The Committee may draw up, put into force, minify or
abriVate rules for the conduct of its business and procedure ~
S m time to time be necessary provided that its rul® of
prdedure shall be at all times in conformity ™th the preceding
provisions of this Article.

Article 16.

The excenses of the International Rubber Regulation Com-
mittee shall be defrayed by the Administrations
or group of territories to which the present Agreement apphe”
One-half of the contribution for the whole year of each e ~
or group of territories, as shown in the *
Committee, shall be paid immediately on receipt of e g
by the contracting Governments, and the balance of such con n-
bution not later than six months after this date,
bution of each territory or group of territones b a
portionate to their respective basic quota for the con n
which the budget relates. The basic quota., of ~reu h Indr®
China for this purpose shall be those specified m Artick 13

p

Article 17. jt
(@  The Administrations of each of the territories or poup o J
territories to which the present Agreement appheb ~
Uwii the 1st January, 1935, communicate to the n
Rubber Regulation Committee a declaration “how'mg the total
»;«scertained area iu the territory or group planted with rubber
onthe 1st June, 1934.

, H
J



. j Jnistr-ition will furnish to the Intemationjl

(J) Each all reasonable assistance to enable
Rubber * ly and efBciently to discharge its dmies.
the Committee pr p the working of
Such territory or group of temtories and jJ
the information, including information as to costs
necessary statist!”~ organised associations of nibbcr
of PAed“=" "~ ftdm i2 tration shall grant ample facilities to
producers Each Adm Committee for the investigation

tbe regulation is being carried out the
territory.

Article IS.

The International Rubber Regulation Committee shall be
empowered to. and shall within one month a ter the date of its
w  meeting arrange for the nomination of four persons repre-
S ative of the consumers of rubber, of whom two shall be
representative of such consumers in America, and such representa-
tives shall form a panel who will be invited to tender advice from
time to time to the International Rubber Regulation Committee
as to world stocks, the fixing and varying of the permissible,
exportable percentage of the basic quotas, new planting, replanting
and cognate matters affecting the interests of rubber consumers.

Article 19.

(1) As from the 1st October, 1936, a uniform cess shall be
levied and collected by the Governments concerned on the net
exports from each of the territories or group of territones to
which this Agreement appUes at the approximate rate of W
per 100 Ibs., or at such other higher rate as the Governments
concerned may decide from time to time on tlie recommendation
of the International Rubber Regulation Committee, provided
that: (a) in the case of Singagpore and Penang, this provision
appHes to rubber produced in these territories and included m
the permissible exportable amount as defined in paragraph 3¢
Article 5; (6) this provision does not apply to exports from
Sarawak prior to the 1st January, 1939 ; (c) in the caso of Siamm
this provision is not obligatory but may be accepted at any tinie
without retrospective effect by the GcJvernment of Siam.

(2) That part of the proceeds of the levy of the abo\c
mentioned cess which comes from British (including '



ihh and French territories respectively shaU be paid to the
B r h Rubber Research Board, the Crisis Rubber Centrale, and
h wav of subvention to the Institut francais du Caoutchouc,
1 devoted to research with a view to the development of new
lications of rubber and to propaganda for the-extended use
ot rubber which may be conducted through national propaganda
institutions.

If the Government of Siam decides to levy the above-
mentioned CeSS, it may levy it at whatever rate it decides, and the
distribution of the proceeds of the levy in Siamese territory shall
be left to the decision of the Siamese Government.

©)] The Governments of the French Republic, the United

Kingdom and the Kingdom of the Netherlands agree that the
national rubber research institutions will co-operate in the
constitution and maintenance of an International Rubber
Research Board and an International Propaganda Committee to
co-ordinate the research and propaganda work of the three
national research institutions and the national propaganda
institutions.

Article 20.

[a) If, as the result of a recommendation of the International
Rubber Regulation Committee under paragraphs (c) or (») of
Article 3 and the acceptance of such recommendation by the
contracting Governments under paragi-aphs (d) or (/) of that
Article, a'non-signatory Government is invited to accede to the
present Agreement, the Government of the United Kingdom shall
communicate to the Government invited to accede a copy of the
present Agreement as amended in accordance with all declarations
issued und.er paragraph (e) of Article 3 up to date.

(S) The Government so invited may then accede by the
deposit with the Government of the United Kingdom of an
instrument of accession accepting this Agreement as set out in
the copy thereof communicated by the Government of the United
Kingdom.

(c) The Government of the United Kingdom shall com-
municate to the other contracting Governments and to the
International Rubber Regulation Committee copies of the
instrument of accession.



ARTICLE 21.

, s A .™ tractine Government may at any time, it jj
L national security is endangered and that the

consideib that , under this Agreement would be
contmuance « of its national security. gi,,
inconsistent t,.e United iCingdom that it desires
notice to emergency o{ all its rights

Ind~Mgations under the Agreement (except those set out i,
Articles fa and 13 in regard to new planting and the export ,f
nlantiiK material respectively), and all such rights and obhgations
S w o0 n be suspended until the Govermjrc~t which h,,
given notice informs the Government of the United Kingdom ol
the termination of the emergency.

(b) The Government of the United Kingdom shall immediately
inform all the other contracting Governments on receipt of any
notice of suspension under the first paragraph of this Article, and
each of the other contracting Governments shall have the nght
to notify the Government of the United Kingdom within one
month of the receipt of this information that, in the circumstances,
it desires to suspend its. rights and obligations (other than those
set out in Articles 12 and 13).

(c) If notifications of suspension are received under paragraph
(6) from two or more contracting Governments, the Agreement
shall be suspended (except for Articles 12 and 13) in respect of
all contracting Governments until the suspension is terminated
by the Government which first gave notice under paragraph ().
Otherwise the Agreement will remain in full force between the
contracting Governments who have not given notice of suspension.

Article 22.

All declarations drawn up by the Government of the United
Kingdom certifying the terms of a recommendation under Article
3 (c), and all copies of the present Agreement communicated by
the Government of the United Kingdom under Article 20 («).

shall be in English and French, both texts being equally
authentic.



first periob of

international rubber

REGULATION.

1934—1938.

Names of Members.

BRITISH.
Malaya :

* Sir John Campbell,
K.C.M.G., CS.I.

Sir John Hay

H.Eric Miller, Esq.

~mA. Lowinger, Esq.,
C.B.E,

Economic and Financial Adviser
to the Colonial Office (1930-1942).
Chairman of the International Tin
Committee (Chairman of the Com-
mittee and voting member of the
Malayan delegation).

Chairman of Guthrie & Co,
Ltd.; Chairman and Director
of Rubber and Palm OU Com-
panies ; Director of Ocean Marine
Insurance Co., Ltd., and of Mer-
cantile Bank of India Ltd. ; Chair-
of Rubber Growers’ Association
(1930-1931) ; President of the As-
sociation of British Malaya (1936-
1937).

Chairman of Harrisons and
Crosfield, Ltd.; Chairman and
Director of Rubber Companies;
Chairman of Rubber Growers'
Association (1924-1925) ; Chair-
man of the International Rubber
Research Board ; Chairman of the
BritishRnbberProducers'Research
Association.

Surveyor-General F.M.S. and S.S.
(1922-1932) ; Agent for Malaya in
U.K. (1933-1938); member of the
International Tin Committee;
Chairman International Tin Re-
search Council.



AUermtes :
G. L, M. Clauson,

J. E. Nathan, Esq.

Ceylon :
E B. Alexander, Esq.,

C.MG.

Sir CUfford H. Figg

Alternate:
A. C. Matthew, Esq.

North Borneo :

Sir Andrew McFadyean

Assistant Under-Secretary of State
for the Colonies since 1940, prg.
viously Assistant Secretary at the
Colonial Office.

Rubber Controller in Malaya
(1922-1923) ; Chairman of the
Rubber Trade Association
London (1937-1938).

Controller of Revenue Ceylon
(1924-1927) : Acting Colonial Secre-
tary (1925-1927) ; Acting Gover-
nor (Oct./Nov. 1925) ; Member of
International Tea Committee.
(Voting member of the Ceylon
delegation).

Chairman of Thomson, Alston &
Co., Ltd.; Chairman and Director
of Rubberand Tea Com
panies ; Director of Mercantile
Bank of India, Ltd. ; President of
the Ceylon Association in London
(1937); Member of Internationa!
Tea Committee ; Business x\dviser
to the Secretary of State for the
Colonies since 1939.

Chairman and Director of Rubber
and Tea Companies ; President of
the Ceylon Association in London
(1938-1939) : Chairman of the
Rubber Growers’Associatu>n(l''ll*
1942): Member of the International
Tea Committee.

Director of the British North
Borneo ~Chartered) Company;
Director of Rubber and Other
Companies ; Commissioner of Con
trolled Revenues, Berlin (19
1930). (Voting member).



Alternate :
W. 0. Pidgeon, Esq.

Sarawak :

(1) F. F. Boult, Esq.

(2) C. Armine Willis, Esq.

Alternate :
H. D. Aplin. Esq.

DUTCH.
N.E.I.

Prof. J. van Gelderen
(Deceased)

Prof. L. P. le Cosquino
de Bussy

D. Bolderhey, Esq.

Alternates :
E. Enthoven, Esq.

Secretary of the British North
Borneo (Chartered) Company.

Retired Sarawak Government
Official. (Voting member until
his resignation in 1936.)

Governor, Upper Nile Province,
Sudau (1926-1931) ; member of
Mui Tsai Commission (Colonial
Office) (1936). (Voting member
from his appointment in 1936).

Secretary to the Sarawak Govern-
ment in London.

Head of the Economic Section of
the Netherlands Ministry for the
Colonies; Vice-Chairman of the
International Tin Committee;
member of the League of Nations’
Committee for the Study of the
Problem of Raw Materials (1937).
(Vice-Chairman of the Committee
and voting member of the Nether-
lands Indian delegation).

Director of the Netherlands
Colonial Institute.

Managing Director of the N.V.
Handelsvereeniging “ Amster-
dam/’ Amsterdam.

Managing Director of the Deli-
Maatschappij, Amsterdam ; Chair-
man and Director of Rubber and
Other Companies; one of the foun-
ders of civil aviation in the
Netherlands and in the N.E.I.



Pangeran Ario Soejono
(Deceased)

INDIAN.
India and Burma .

Late Minister without portfolio
in the Dutch Government.

The HiKh Commissioner for India in London (Voting Member).

(1) Sir Bhupendra Nath Mitra, K.C.S.1.,

1936).

(2) Sir Firozkhan Noon,'K.C.I.E.

Alternate:
(1) SirHarry Lindsay,
n K.

(2) Sir David Meek,
C.ILE., O.B.E.

FRENCH.
Indo-China.

Col. F. Bernard.

AlternaU:
Mons. Ph. Langlois

SIAMESE.

Siam :

C.LE.

K.C.l.LE, (1934

(1936-1938).

Government of India Trade Com-
missioner in London (1923-1934);
Director of Imperial Institute
since 1934.

Director Genera! of Commercial
Intelligence and Statistics Govern-
ment of India  (1926-1935);
Government of India Trade Com-
missioner in London since 1935;
member of International Tea
Committee, International Sugar
Comicii, Wheat Advisory Commit-
tee.

Chairman of the French Rubber
Planters’  Association (Voting
member).

President of the French Rubber
Institute.

His Excellency the Siamese Minister in London (Voting member).

(1) Phya Supan Sampati (1934-1935).

(2) Phya Rajawangsan (Deceased) (1935-1938).



Alternate:

The First Secretary of the Siamese Legation in London.

(1) Luang Siri Rajmaitri
(2) Phra Bovara Sneha
(3) Luang Bhadravadi

{1934-1935).
(1935-1937).
(1937-1938).

(4) Khun Bibidh Virajjakar (1938).

advisory panel of manufacturers.

U.K.;
Sir J. George Beharrell,
D.S.0,
Alternate :

F. D. Ascoli, Esq., C.1.E.

U.S.A.:
(1) Col. A. F. Townsend

(Deceased)
(2 A. L. Viles, Esq.

Alternates :
Wm. de Krafft, Esq.

J-J. Newman, Esq.
A. B. Newhall, Esq.

Chairman Dunlop Rubber Co,
Ltd. ; President Institution of
Rubber Industry (1934-1937) ;
President Federation of British
Industries (1932-1933) ; Member
of Prime Minister's Advisory Panel
of Industrialists (1938).

Indian Civil Service (1907-1926) ;
Director, Dunlop Malayan Estates
Ltd. ; Rubber Director. Ministry
of Supply since 1942.

Chairman of Raybestos-Manhattan
Inc., resigned from Committee in
1937.

President of the Rubber Manufac-
turers’Association Inc.: Consultant
to the Rubber Reserve Company.

Former Chairman of the U.S.
Rubber Co.’s Finance Committee
and now Chairman of the de
Krafft Corporation, N. York.

Vice President, B.F. Goodrich Co.
Late Vice-President B.F. Goodrich
Co., Vice-President Talon Inc. ;
Co-ordinator for Rubber under
W.P.B.



Secretary, Firestone Tire & Rub-

S, G. CarkhuH. Esg-

ber Co.

Vice-President, Goodyear Rubber

J, Blandin. Esg-

Europe (Gennany);
Herr Otto Friedrich

Plantations Company.

Managing Director of the Reichs-

verband der Deutschen Kauts-
chukindustrie.

Secretary of the Committee.

ﬁ«. 8 ngggﬂv Esa C.M.G. Govern&r%llﬂ)&e‘ls_ Nile Province,

SECOND PERIOD OF INTERNATIONAL RUBBER

regulation

Names of
BRITISH.
Malaya ;
+Sir John Campbell, K.C.M.G.

*Sir John Hay.

*H. Eric Miller, Esq.,

J. C. Innes, Esq., O.B.E.,
(Deceased)

Ali~-nates :
*G. L. M. Clauson, Esq., C.M.G,
E. Nathan, Esq.

Ceylon ;
*E. B. Alexander, Esq., C.M.G.
«Sir CliHord Figg.

AUtrnafe:
*A. C. Matthew, Esq.

M7\ibers.

Chairman of the Committee
(Voting member)

Former Malayan Rubber
Planter, Chairman-desig-
nate of the Rubber Growers
Associatiun.

(Voting member)



North Borneo :

+Sir Andrew McFadyean (Voting member)
Alternate :
£. Bateson, Esq., Former Controller of

Rubber in North Borneo.
Sarawak :
Capt. B. Brooke Tuan Muda of Sarawak <
brother of the Rajah.
Special Commissioner for
the Sarawak Government
(Voting member).
Aliernate :
*H. D. Aphn, Esq.

dutch.
N.E.l. :

Dr. G. H. C. Hart, (Deceased) ... Secretary-General of the
Netherlands Ministry for
the Colonies (Vice-Chairman
ofthe Committee and voting
member of the N.E.I. dele-
gation until his death in
September, 1943).

*Prof. L. P. le Cosquino de Bussy

*D. Bolderhey. Esq.

*Pangeran Ario Soejono.

AUernates :
*E. Enthoven, Esq.
P.van Leeuwen Boomkamp, Esq. Director of Amsterdam j
Rubber Maatschappij.

(N.B.) Since the invasion of Holland the Dutch Delegation has
been as follows —

Dr. G. H. C. Hart. (Deceased)

P. H. Westermann, Esq. Head of the Economic
Section of the Netherlands
Ministry for the Colonies
(Vice-Chairman  of the
Committee and  voting
member of the N.E.I.
delegation since September,
1943).



A. A. Pauw, Esq.

\V, Daukes, Esq.

AUermte :
\V, van de Stadt, Esq.

INDIAN.

Managing Director of the
N.V. Netherlandsche Han-
del Maatschappij.

Chairman and Managing

Director Anglo-Dutch
Plantations in Java.

Manager, Netherlands
Trading Society (East) Ltd.

TherHigh Commissioner for India in London—.(Voting member)
(1) “Sir Firozkhan Noon, K.C.I1.E., (1939-1942).
(2) Sir Muhammad Azizul Huque, C.I1.E., D.Litt., (1942-1943)

(3) Sir Samuel Runganadhan (1943)

Alternate :

(1) »Sir David Meek, C.I.E., O.B.E. (1939-1943).

(2 S. Lall, Esq. C.LE. (1943)

BURMESE.

Bcema:

W. J. C. Richards, Esq.

AUemaie:
'Sir Harry Lindsay, K.C.1.E.
FRENCH.
Isdo-China :
*Col. F. Bernard
Mens. Paul Devinat

Deputy High Commissioner
for India in London.

Director of Plantation and
Mining Companies ;
Fonnerly member of the
Burma Legislative Council,
Indian Legislative Assem-
bly, Burma Legislative
Assembly ; Chairman,
Burma Planters’ Associa-
tion. (Voting member.)

Director of Economic
Affairs in the French
Colonial Office. (Voting
member).



AUertmtes :
»Mons. Ph. Langlois (retd.)
Mons. R. M. E. Michaiix ... Vice-Presidentofthe French
Rubber Institute.

SIAMESE.
Siam :
His Excellency the Siamese Minister in London. (Voting member)
(1) »Phya Rajawangsan (Deceased) (1939-1940)
(2) Phra Manuvedya Vimolnart (1940-1941)
Alternate :

The First Secretary of the Siamese Legation in London.
sLuang Bhadravadi.

ADVISORY PANEL.

UK. :
*Sir J. George Beharrell, D.S.O.
AUerruite :
*F. D. AscoU, Esq., C.1.E.
USA. :
*A. L. Viles, Esq.
4. N, Other ... An American Government
representative for whom, at
the request of the U.S.
Government, provision was
made in the renewed Agree-
ment in 1938, no appoint-
ment was made.
Alternates :

“Wm. de Krafft, Esq.
*J- J. Newman, Esq.
*A. B. Newhall. Esq.
G. Carkhuff, Esq.
*J- J. Blandin. Esq.
(Note : Tlie following gentlemen also attended meetings of the
Committee :

W. Litchfield, Esq. ... Chairman of the Board of
the Goodyear Tire & Rubber
Co



Chairman of the Board of

F. B. Davis, Esq. the United States Rubber
Co.
President of the General
\Vm. O'Neil, Esq. Tire & Rubber Co.)

Europe (Germany):
*Herr Otto Friedrich

OBSERVER ON BEHALF OF THE FRENCH NATIONAL COMMITTEE.
AT . Director of several French
BaronF.de Langlade Rubber Companies.
Alternate:

Head of the Economic De-
Mons. M. Fogt !

partment of the Colonial
Commissariat.

Secretary :

+A. G. Pawson, Esq., C.M.G.

» See under 1934-193C.



COSTS OF PRODUCTION.

At the first meeting of the International Rubber Regulation
Committee on the 8th May, 1934, it was agreed that the Inter-
nationale Vereeniging voor de Rubbercultiiur and the Rubber
Growers' Association should be invited to consult together in
order to prepare and determine a basis on which to compile
statistics of costs of production.

A request was made to both organisations and as a result
the following report, which was drawn up by a sub-committee
of the Rubber Growers’ Association and agreed by the Inter-
nationale Vereeniging voor de Rubbercultuur, was presented to
the Committee.

THE RUBBER GROWERS’ ASSOCIATION
(incohpormed).

Riport to the Commercial Research Committee by the
Rubber Production' Costs Sub-Committee.

Terms of Reference.~To suggest a costing formula which
would form a suitable basis for the collection of costs to determine
what is a “ fair and equitable price level which will be reasonably
rsmunerative to efficient pnxlucers,” the investigation to relate
only to a period in which production is being regulated and to be
confined to British countries.

For the purpose intended, costs obviously fall into two main

diwsions— Capital and Revenue.
Capital Costs.

The par capitalisation per acre of rubber producers differs
P'atly, in part due to issues of shares at a high premium. For
other reasons, such as size and situation of property, labour rates
at time of opening up and nature of equipment provided, the
rapital cost of plantations also varies to a considerable extent.

itn hesitation, j~oiir Sub-Coinmittce decided as their guiding
Pnndplt! that the Capital cost on which the reasonably remunera-
ve return expected should be calculated is neither the issued
~P'tal not the actual capital expenditure but to-day’s cost of

into bearing a fully equipped " average " estate. Since



Assume:—

1

r

fair-sized estate, according to the custom of the country,
»nd oDening up at normal capacity from virgin jungle.
In M~aya these were respectively assumed to he 3,000
acres and 1,000 acres per annum, and m Ceylon and
elsewhere much less,

An unbudded estate, and attach a separate estimate of
additional expenditure consequent on bud-graftmg.

Usual premium and quit rent of ?2 per acre per annum.

Salary leave pay, passages, etc., according to present
standards, assuming there has been a revision recently.

. Contract and wage rates at a “ normal " figure, i.e., more

than slump and less than boom standards.

. Average configuration, i.e., not entirely flat nor entirely

hily.

. Proper conservation of top soil by most approved

methods.

. Permanent buildings to modern standards.

. Equipment for sheeting all standard grades and creping

own lower grades only. More elaborate equipment
must look for its justification to obtaining a premium
over sheet for its product.

10. Cultivation expenditure on modern commercial Hues.

The result was as follows :—

Cost per Acrc.
Highest. LowfA~t, Average.
£ £ £
........................................... 47.94 35.33 41.92

Ceylon f 50,34 50.34 50.34
India < One set of Estimates 151.85 51.85 31.83
Borneo (_ J 29,04 29.04



Cost per Acre.
Highest. Lowest. Average.

Malaya ... jgq jg | i
S r |one set of Estimates 1 455 J5?
L J 450 n
No charge has been made for interest on Canit-1 j

the period of immaturity, and yonr Sub-CommittL are not"if
favour of making such a charge.

Your Sub-Committee recommend that the average costs per
acre0 an unbudded estate as shown above be taken as thec | S
Costs for each of the countnes mentioned in order to det"mfne

™

REVENUE COSTS F.O.B.

1 Apportionment of Overheads between Capital and Revem,™
The most contentious question about Revenue Costs has always
ten the apportionment between Capital and Revenue of Over-
lieads or General Charges as they are often caled The usual
collectwn of Genera] Charges is too heterogeneous to pemit of
mj scientific apportionment on one basis, but the usual rubber
does not employ a skilled costing clerk, so that the best
E achieved. There are two
“SatJth . “umt basis” and the
Mate labour wages basis. In theory the latter is slighUy
tliat the ‘s apply- It is believed
as giving a rough-and-ready

JPDroximnt'*** 1™

h ™ obtained on the " Estate labour
Cnmmitt - ™ de by your Sub-
fflethods' "~ that the results arrived at by both
fCommitte different. Therefore, your Sub-

ittee decided to recommend the ' unit basis."” By it «—
> -t-very mature acre =i
( Every immature acre ~

“I th***T clearings, i.e., first year work = 1
rw Charges " are apportioned accordiiigly,
*Pportinn are clearly of opinion that a simple

Capital acreage basis throws too heavy a burden



oW ~nS under the Regulation Schemc should be regarded

as mature.

*r.npm] Charges should be apportioned on the unit
SS e" lugh ?heirr™ature area or>an estate .as a

small proportion of the mature.

M Thbatupkeep of all buildings should be charged to Revenue,
In the gromd that the equipment required for an ,m-

mature estate is relatively neghgible.

(d)That Quit Rent, including quit rent on reserve lands
* *Luld be apportioned on the nmt ba”s, as it wouwW
Tbtnously lead to an overvaluation of the asset to ad
quit rent on unopened areas entirely to the price paid

for tlie land.

2. Other Apportionments.

la) Quit Rent, Passages and other heavy ocrasional pay-
ments should in the opimon of your Sub-tommittee be
divided into equal monthly amoimts over the penod
covered by the charge and debited to Revenue accord-
ingly. Any additional cost resulting from the incidence
of leave pay should also be charged, or reserved, over
the appropriate period in equal monthly instilments.

(6) E.xport duty should be calculated on the amount of
rubber packcd each month.

(© Your Sub-Committee consider that the line indicated m
the International Rubber Regulation .\greement between
supplying and replanting should be adhered to and tla
the cost of planting any number up to 3t> trees per acre
be a Revenue charge and that the cost of planting more
than 30 trees per acre be a Capital charge.

3. Ahounis,

A suinmiu'isi‘il lomi of Estate K."\-eniu' oxivnditure accoun”™
is appended. Yonr Sub-Cuniinitloo rcconiiiifud that it
adopted as the standard t'ur cmnpiling the cost
returned by producers. It indudes all o>t‘nditurt up to I-
usual port of shipment.



4. Return of Costs by Producers to R.G.A.
Your Sub-Committee are of opinion that :__
(a) Producers should be asked to make a return each month
(b) The cost returned should be F.O.B. cost per Ib, for that
month only.
Certain other details are required for a proper appreciation by

the R.G.A of the cost figure and should be given in addition. A
suggestetxform of the Return is appended.

Revenue Costs “ All In.”

Your Sub-Committee are of opinion that all items of cost
after F.O.B. and up to 'All In " should be calculated by the Staff
of the R.G.A. and added to the F.O.B. figure returned by
producers. Reasons for this opinion are given in the appropriate
sections hereafter. These items are

1. Freight and Selling.

2. Head Office Expenses.

3. Depreciation or Wear and Tear.
4. Profit Sharing Arrangements.

5. Amortization of Estate.

1. Freight and Selling.

Owmg mainly to the different selhng methods adopted by
producers any return by producers of this item would be liable to
«nous error. Your Sub-Committee consider that the cost

Landed London ” should be taken as the standard and that a
reasonable addition, after allotting for the freight increase on
k1 October, 1934, to cover this item would be .60 pence. Future
c anges in freight, etc., should obviously be incorporated as and
when effective.

2. Read Office Expemes.
in ssid that the larger Companies are cheaper
liiiili the smaller. The maximum variation is

5 m Your Sub-Committee consider than an adequate addition

cover this item would be .40 pence.

3- Depreciation or Wear and Tear.

Owing to the wide divergence in the total cost of buildings

thari?'rT divergence in the annual
ge lor Depreciation made by producers, it is considered by

N



that individual producers should not

your Sub-Committ ~Nar and Tear or Depredation
inckide m their cob * ~ reference to the estimated
cip?t” 'Costs, “hat on the average the totals could be
divided into p.,. ~cre.

Buildings and
Machinery. Estate,"

£ i
Malaya . 6.94 34.98
10.60 39.74
Ceylon
. 9.04 42.81
India
4.77 24.27
Borneo

Your Sub-Committee reconunend that the above coste per acre of
Buildings and Machinery be adopted as standard Capital costs
for the purpose of charging Wear and Tear or Depreciation. \ our
Sub-Comn~ittee consider that H per cent, on the above otrpnal
standard capital costs of Buildings and Machinery should be
charged each year to cover Wear and Tear or Depreciation  This
is intended to cover cost of Renewals which should therefore be
excluded from the Cost of Production. Repairs are as already
indicated a proper charge against Revenue. This charge per
acre should be turned into a charge per pound for each month on
the output per acre found by di\nding acreage into crop as
returned by the producer.

4. Profit Sharing Arrangements.

Strictly speaking, no form of profit sharing, bonuses dependciU
on profits or taxation of profits is an item of cost. It i>. however,
the case that lower salaries and fees are accepted in consideration
of a right to share in profits, and also these sharei in proiit arc
payable before the dividend to shareholders. For tliese rt“asom
your Sub-Committee recommend that for the present an addition
to costs be made of .20 pence to cover staff conmiisMon. bonus <r
additional contributions to Provddent Fund dependent on prolits,
Directors' Special Remuneration aivd any other form of pro *
sharing. Such items must, therefore, be rigidly excluded
arriving at P.O.B. costs. Taxes on prolits are in the opinion 0

your Sub-Committee not an item of cost and should be cntirtiV
excluded.



5. Amortization of Estate.

A rubber estate is undoubtedly a wasting asset. Therefore,
some provision for capital replacement should be made or
dividends should be high enough to compensate. Your Sub-
committee prefer the former method and suggest that a charge
of 4 per cent, per annum on the Costs per acre of estates shown
in paragraph 3 of this section be made in respect of this item.
This would be turned into a charge per pound as in the case of
Depreciation.

Outputs.

Vour Sub-Committee would point out that Cost of production
unrelated to output is useless as a basis for determining the price
which will be reasonably remunerative to an efficient producer.
It will be some time before average output figures under the
Regulation Scheme are available. Meantime the statistical
service of the R.G.A. has given us past average output figures as
follows —

1929.
Malaya. ..o 399
CeyloN. e 418
INdi@ e 301
BOINeo....cocviiciccecce 310

It appears earlier in this Report that except in Borneo,
Maximum Capital Costs to-day are not very different in the above
countries. It can be presumed that the costs of production to be
returned by producers will not be least in the countries with low
average outputs. Therefore, through the mere fact of difference
in output a price which would be reasonably remunerative to a
producer ofaverage efficiency in, say, Malaya will beunremunera-
tive to anequally efiicient producerin, say. South India. The
converse would hold with equal force. There can be only one
price for rubber. Therefore, some one set of figures must be
taken as the standard. On account of the fact that the Malayan
quota K 80 per cent, of the total of all British quotas your Sub-
Committee recommend that average Malayan figures be taken as
the British standard for —m

(1) The Capital on which the reasonable return is to be

earned, as set out in this Report.

(2) The F.O.B. and "All In ” Costs to be arrived at on the
lines set out in this Report.



(3) The av-erage output per acre, kept up-to-date by reference
to Producers’ returns.
5wrf;-CHAS,MANN.
J. L. MILNE.
GEORGE A. J. BARRON
A.H. DOHERTY.
London,
w h September, 1934.

Appendix 1.

SUGGESTED FORM OF ESTATE REVENUE EXPENDITURE ACCOUNTS.
GaABMAT CHARGES.

1. Local Direction and Inspection.
(@) Agency Fees.
(6) Visiting Fees.
(c) Audit Fees.

I1. Supervision on Estate.
(a) Salaries, Allowances, and Provident Fund.
(b) Leave pay and pa,ssages.
(c) Estate OfBce Expenses and Telephones.

I11.  Sundry Labour Charges.
{a) Medical and Anti-Malarial expenses.
(b) Recruiting and Immigration expenses
(c) School.
{d) Workmen’s compensation.
(e) Loss on Rice,

IV. Sundries.
(a) General Transport.
(b) Upkeep of Live and Rolling Stock.
(©) Watchmen, Gardeners and Sweepers,
(d) Fire Insurance (Buildings).
(e) Contingencies.

V. guil Rent.

Whereof to Capital

,» Revenue..



Pet Pound.
Upkeep ofBmldtngs, Communications and Equipment.
(Other than Manufacturing items) including
repairsto bungalows, lines, hospitals, wells, furniture,
motor cars and general motor lorries. Also upkeep
of roads, bridges and surface drains.
Upkeep of Mature Rubber.
Soil conservation (including Cover Crops, SUt
Pits, Terracing and aeration Drains).
Weeding (including care of Boundaries and
Ravines).
Tree Hygiene (including Sulphur Dusting,
Disease, Pests and Pruning).
Census, Thinning out and Supplj~ng.
Manuring.
Miscellaneous.
Collection.
Tapping and Marking (cost of labour only).
Tapping Tools and Equipment and Transport to
Factory.
Miscellaneous.
Manufacture.
Factory Labour and Supervision (including
Engineers, Smoke House and Packing).
Chemicals and Fuel.
Factory, Buildings and Equipment (including
Repairs, Lubricants and all running costs).
Rubber Chests (or other packages).
Insurance (of Equipment, Factory Building,
Smoke House Packing and Drying Sheds and Stocks
therein, also standing charges).
Miscellaneous.
distribution.
Transport, Forwarding and Weighing.
Export Duty (including Cess).
Shipping Charges.
Miscellaneous.
Total Dii'ect Charges e
General Charges (proportion applicable to
Revenue) I
Total F.O.B, per pound e



APPENDIX 1- 0,, Costs which Producers

SoUL”SasSIj TO SEND IN TO THE R.G.A. (COMPH-ED ON THE
“ L OF Appendix 1.)

Rubber Production Costs.
Code number allotted to your Company
Return tor the month of...
1. Country and State, District or Province in which

estate is situated.

2. Acreage in respect of which standard production

has been received. acres.
Ibs.
3, Crop for month, S,
..d.
4, F.O.B, cost per Ib. L]

NOTE.-The above f.0.b. cost should not include the foUomng
items:—
1. Freight and marketing charges.
2. Head Office administration.
3. Wear and Tear or depreciation.
4. Amortization.
5. Staff Bonus or Commission.
6. Directors additional remuneration.
7. Any other payment contingent on profits.

From January, 1935, onwards monthly costs of production
returns were received from the Rubber Growers' Association
but on the 29th May, 1936, the following letter was sent by the
Secretary of the International Rubber Regidation Committee
to the Secretary of the Rubber Growers' Association.

m29th May. 1936.
Dear Sir,

Since January, 1935, your Association has been kind enough
to forward to us, each month, a return of rubber production
costs, collected from representative rubber plantations operatn'S
in Malaya.

These costs are calculated according to a formula, dovisetj
by a S\ib-Cominittee of j'our Association. Their tenns o
reference were as follows



*To siiggost a costing formula which would form a

a suitable basis for the collection of costs to determine what

is a “ fair and equitable price level which will be reasonably

remunerative to efficient producers,” the investigation to
relate only to a period in which production is being regulated,
and to be confined to British countries.’

The International Rubber Regulation Committee much
appreciate and gratefully acknowledge the assistance which
your Association and its Committee have already rendered in
this matter, and they feel confident that, in the same helpful
spirit, your Association will be kind enough to consider what |
am now instructed to place before them.

Your returns of rubber production costs now cover the whole
of 1935, and some part of 1936. Since these returns are based on
a formula which, in its precise terms, is not in actual practice
employed by any of the operating companies, it is appreciated
that your returns of costs cannot coincide exactly with the costs
asgiven in the published accounts of rubber plantation companies.
But the disparity between the two sets of figures, which has by
no means lessened during the interval which has elapsed since
these returns were first made, is now found to be so wide that it is
difficult to reconcile them, or to rely on either set of figures with
convincing effect. | am therefore to suggest that, as a first step,
the present formula, and the method of its application, should
now come under review.

I understand that the method employed by your Association,
in coliecting and collating the returns of costs, is briefly as
follows

You receive from plantation Companies their f.o.b. figure,
and to that figure yon add five items, which are specified on pages
4 and 5 of your Sub-Committee’s report. On the assumption
that the f.o.b. costs so returned are in strict accord uith the
figures appearing in the returning Companies published accounts,
the divergence alluded to above between the two sets of figures
must occur in consequence of the addition of the five items to
which I have referred. The International Rubber Regulation
Committee fully appreciate that the figure given for each of these
ljve items is not the exact cost of any particular Companies.

it is put forward as the average standard cost incurred .by
scompanies operating with average efficiency. WTiatever the
theoretical merits of these additions may be, my Committee is
oubtful whether the ultimately resulting cost figures wU be



j thmit serious challenge, unless they find some close
r the published accounts of representative plantation

ConipaniK. . ..Mhortization of Estates,” is probably the
Item No. 3, Sub-Committee recommendetl
irr should be made of 4 per cent, per annum on the

| ftS es based on the capital cost shown in paragraph 3
cost of estat , contest the point

ri'tfhS'eTneeXrTortization, it may be pointed out that,
S to S mv information goes, it is not the practice of Bri«sh

f ‘at least to make any such charge agamst their
Srnfits  If 1he answer to that is that such provision is made
fnlr~rtlv by transferring profit to reserve, 1| vvould suggest

lhat"hat’operation is not noticeably a common feature m the
Fé‘CEMI‘fI BHngﬁgg gccounts of Rubber Compames. \ou wil
appreeiate that, 8 Maling jhgs specific reference to amort.zati(;n
it is not intended to iMply that the other four items sheuld bt
subject to any less severe scrutmy. s

Your Sub-Committee's terms of reference arc a clear indication
of the purpose to which my Committee desires to put the returns.
Your Association wiU appreciate that, whatever the theoretical
merits of the formula employed piay be, unless it becomes
quickly evident that there is sound warrant for it m the practice
of the rubber Companies themselves, the returns will always
be open to serious challenge, and their usefulness will thereby be
materially diminished.

It is the realisation of this difficulty which prompts the
present letter. My Committee feel sure, therefore, that you will
take it into careful consideration and will be good enough to
advise them in what manner, and to what extent if any, you
would now recommend a change in the costing formula, and in its
application ; or, alternatively, whether you would ach'ise my
Committee to rely on the published accomits of representative
rubber companies, for figures uf the costs of production.

If there is any way in which 1 can be of assistance- iu this
enquiry' or any furtlu?r information which your A>sociation may
require, 1 am ready at all times to put myself aiul ~tall at your
disposal and help in any way that 1 can.

Vours faithfully,
The Secretary. A. G. Paw -hn.

The Rubber Growers’ Association,

19. Fenchuuch stkileT. EX3."



As a result of this letter the following supplementary report
on costs of production was furnished to the International Rubber
Regulation Committee by the Rubber Growers' Association.

THE RUBBER GROWERS' ASSOCIATION
(iNCORPORA'fED).
Repokt to the Council by the ad hoc Committee Appointed
BY THE Council on 6th July, 1936.

Terms of Reference.—To consider the letter of 29th May, 1936,
from the Secretary of the International Rubber Regulation
Committee and to report to Council thereon.

The essence of tlie letter in question was that unless the
discrepancy between costs as returned to the I.R.R.C. by the
R.G.A. and costs as published by individual producers could be
either eliminated or accounted for. the correctness of the former
would always be open to doubt and their authority would thus
be greatly lessened.

Costs Formula.

Your Committee have made a close examination of the
formula used to compile the costs as returned to the I.R.R.C.
and compared the returns for 1935 with a representative selection
of actual costs. As a result they report that in their opinion
the present formula is correct in principle and true in fact. The
individual items and your Committee’s comments thereon are
as follows ;—

1 Capital Cost.

The details of the estimates on which were based the costs of
£6.94 per acre of Buildings and Machinery and /34.98 per acre
of the Estate were examined and it was agreed that these figures
were reasonable. They are, beyond challenge, below average
exj~nditure in the past and, probably, below the actual costs
which would hal\’e to be incurred to-day.

2. Revenue Cost F.0.B.

The principles prescribed to be followed in compiling F.O.B.
costs are standard practice. From the internal e\"idence given
by the consistency of the monthly returns, your Committee are
satisfied that producers as a whole are compiling and returning
their costs in the approved manner.

3- Freight and Selling

Your Committee are satisfied that the method prescribed for
estimating this item and the amount estimated are correct.



4. H< reOfsfalcRN.de vaiiaf-."" L.ath& cRat of this item as between

Corapames,, tgnre\é'oeerend tan thesdddition for this item should

be reduced ~ o f producers be asked to return to the
also agreed to siJgg Accounts are
R-~:Vd totht ¢ « of actual figures was ruled out
ubpshed. Me°" J A~ inflate thg item unduly
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irras™ h«
tactual costs would be a useful check m many ways.

‘m Atom ~riirvvM ~ mte of depreciation at present m
force on estates convinced your Committee that the ~te of 7J
«r cent, now in use was a moderate wntmg off, even after taking
into account the tendency to erect a more permanent type of
building.

6. Profti Sharing Arrangefnents.

For the reasons given in the previous Report and having in
Wew the purpose of the Return, your Committee agree that
this is an’item of cost. From the data collected, it is apparent
that there is no uniform practice of profit sharing in the industry.
The year 1935 was unfortunately not a profitable one and figures
drawn from that and many preceding years arc little guide as to
what this charge would be when a fair and equitable price level
which will be reasonably remunerative to efficient producers
has been attained. Timely collection of actual payments b
impracticable. In these difficult circumstanccs your Committee
decided to recommend that the present charge of .20 pence
per Ib. be reduced to .10 pence per Ib. as being a safe
minimum figure.

7. Amortization of Estate.

Your Committee are agreed that a rubber estate is indubitably
a wasting asset and that therefore a true statement of the cost
of production must include a provision for this item. Hn'ir
enquiry was accordingly directed to two questions —

(fl) Could the life of a rubber tree be estimated with any
certainty and if so what would it be ?



(6) Should the provision to be made take the form of a
straight write off over the life or be based on sinking
fund principles ?

With regard to the former, your Committee are agreed that
conclusive proof of the hfe is unobtainable and that therefore
any estimate is Hable to be disputed. Nevertheless they think
that from the following facts a conclusion does emerge

(a) Deterioration of planted areas is notorious and wide-
spread. Your Committee have a considerable body of
evidence to .show that much rubber planted in 1910 and
previously and a considerable area planted since then
yield so poorly that in free competition it would not pay
to tap it at any probable price.

(6) Admitting that such rubber was in early days very
heavily tapped, it is the case that since 1918 the rubber
industry in Malaya at least, has been on unrestricted

production for only five years.

2

(c) Past cultivation methods are now suspect and data so
far collected suggest a doubt as to whether present
methods are much better.

(d) Modern planting material gives yields so much higher
than hitherto customary that much seedling rubber is
thereby rendered economically obsolete. In addition,
even in improved stock, the pace of improvement is
such that many earlier clones are already discarded.

() Replanting programmes of many producers on analysis
show that much of the rubber being cut out is under
25 years old.

supporting, though indirect, evidence they mention —

(1) The long estabUshed practice of the taxation authorities
in the Netherlands Indies of allowing the development
costs of rubber estates to be written off over a productive
life of 25 years.

(2) The permission in the International Agreement of
replanting at the rate of 20 per cent, in 4" years.

Conmiittee recognise that there are small areas of rubber
“loer than 30 years which are still producing well. These,
towever, are not representative of the bulk and on enquiry would
Probably be found to owe their present condition to some special,



favourable soil condition or situation. Your Committee afc
definitely of opinion that tlieir concern is not with the life ,{
the rubber tree as a plant but as an economic producer. On
that ground obsolescence through improved planting material
must be taken into account. They further consider that it
would be unsound to assume that progress will not be accelerated,
It is also at least doubtful whether improved planting material
will have the stamina of the original stock.

For all these considerations your Committee unanimously
decided that the existing recommendation to assume a productive
economic life of 25 years, i.e., 30 years from date of planting,
should be approved.

Your Committee were in considerable doubt as to the adoption
of sinking fujid methods. In theory there can be no argument
but that a sinking fund is correct. But all such \mds presuppose
from their very nature a definite known date of termination.
The previous section of this Report will at least demonstrate
that this vital factor is non-existent in the case of a rubber estate.
Certain members of Council gave your Committee their views
on this question in favour of the establishment of a sinking fund.
Your Committee are unable to see any difference in principle
between the establishment of a sinking fund for amortization of
the estate and of a sinking fund for depreciation of buildings
and machinery. In this respect the practice of the critics of the
straight WTite off is at variance with their theones. The reason
undoubtedly is that sound practice in this case is so well estatj-
lished that the critics have never thought to question it. n
both cases the sum reserved is not likely to be accumula e
is almost certain to be spent on renewals of
machinery in the one case and on replantmg “ tonsion”m
the other, so that in fact there would be little or no inte  ~
and available for accumulation. These Items
are excluded from costs of production as returnet

y P
to the R.G.A.
Through one of its members your vroinSr™
with the views of a recognised authority on ,0- ' ~jniiing
Industry. In all his experience he has , eloping

fund principles employed, for the reason tu _ n
company is fully justified in digging back into its

which has been put aside for writing off deprecia i t
this were not done the only alternative would be to

i



With one dissentient (Mr. F, E. Maguire)

outside capital. 7 it approve a course which their
our own industry teaches them would be unsold
experience of current practice in any industry

A“ortogly tbey-recommend a continuance of the straight
write off-
Form of Return.

r thoroughly examined the present form of
" R R.C.and are satisfied that the figuresasreigned
C e averages of the various Groups and that the final figure
t™ averie of the whole. To make the position clear to all,
recommended that in future the return show the charges per
™und for Depreciation and Amortization separately. The other
S are then merely the actual F.O.B, plus certain additions
« pound for Freight and SeUing. Head Office Expenses and
M t Sharing, which are disclosed in this Report, are non-
variable except in the event of a change in freight and are based
onactual outlays.

Discrepancy between returned costs and Actual Costs.

Your Committee are satisfied that with the two minor changes
recommended the discrepancy on the average is only in the
charges for Depreciation or Wear and Tear and Amortization
of the Estate.

It is the case that many Companies make no annual charge
for Depreciation or Wear and Tear and accordingly show a
lower cost of production. This came about as follows :—Prior
<Othe slump many Companies had created large reser\'es either
from profits or from the issue of shares at high premiums. There
ISno legal obligation on a Company to provide for loss of fixed
assets before paying a dividend, but nevertheless it is customary
Oprovide for Wear and Tear and any Company which does not,

ti A~ qualified Certificate from its Auditors. It is
Company to meet the charge for

1. f current or accumulated profits,

in recent greater than current profits
lo the Companies chose to debit Wear and Tear

er and to save the trouble of an annual charge, with
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; .mIt is n<jt th™ practice of British Companies to charge

. A the Estate agiiinst their profits. It is also true

from profits to Reserve have not been a noticeably

iasiuTC of Twent Accounts. It is even more evident,

‘mhaces at least, that the price has not risen to that level

*T- rk oTveis cost and is reasonably remunerative. Lntil that

has bren reached, producers can only choose between
Tanoos desen-ing causes.

-fe

Od the assumption however that the price \vill rise to the
Esnssary level, the question of providing for Amortization
rerpnres serious attention. Hitherto the rubber industry’ has been
eoostantiy expanding and it has been possible to argue that such
pisjitings in as far as they were done from reserves were a
provision ior Amortization. That method is now closed and
failing replanting, which in British territories is not being under-
taken at anything hke the permitted rate, it is only a question
of a comparatively short time (see paragraph on .Amortization)
before the whole capital assets of a Company have been consumed.

In the Report of the original Costs Sub-Comniitti®e it was
pointed out that there were two ways of Amortization, either
by provision for Capital replacement or by the payment of high
dividends. The latter is the common method of Mining Com-
panies and any one investing in such Companies is presuinod to
regarf~his dixddends as being partly a return of Capital. Ihis
ANNANOt been the common attitude towards Rubber Coni])anies.
pa”y because the life is uncertain and mainly because it was a
~An5ung and expanding industry. Some commonly accepted



m ~ sirable to escape otherwise inevitable misunderstanding.
“™ nce on this question is not within the terms of reference

? rommittee, but they would say that it is only by adopting
ilrticular poUcy that the discrepancy to which the I.R.R.C.
X s commend this point to your careful

consideration.

Signed:—

London,

24<A September, 1936.

Chas. Mann (Convener).
F. D. Ascoli.

T. B, Barlow.

G. A. J. Barron.
David Carruthers.
G. C. Denham.

A. H. Doherty.

F, E. Maguire.

A. C. Matthew.

J. L. Milne.

R. Stewart.



THE GOVEKNMENTS OF THE UNITED

AND the united STATES OF AMimiCA FOR THE
e " e OF COTTON AND RUBBER. (TBEATV SEHms
No. 31 (1939.))

London, 23 June. 1939.

Th™ Govenunent of the United Kingdom of Great Britain and
Northern Ireland and the Government of the United States ot
desiring to make arrangements for the exchange of

cotton and rubber, have agreed as foUows

Article 1.

Tlje United States Government wiU supply to the Government
of the United Kingdom, dehvered on board ship, compressed to
high density, at New Orleans, Louisiana, and at other Gulf and
Atlantic deep water ports to be agreed upon between the two
Governments, 600,000 bales of raw cotton of the giades and staples
which will be specified by the Government of the United Kmgdom.
The United States Government will make available m adequate
quantities for such purpose cotton from the stock on which the
United States Government has made advances to growers.

(a) The price wiU be fixed on the basis of the average market
price as published by the Bureau of Agricultur®
Economics for middUng |-inch cotton during the period
January 1st-June 23rd, 1939. for spot deUvery at New
Orleans, plus 0.24 cent per Ib. for cost of compression
and delivery on board ship, with adjustments in price
for other grades and staples according to differences
above or below middling I~\nch (juoted in that peno .

(& The cotton will be inspected to dctcnnine its classification
in accordance with the Universal Cotton Standards for
grade and the official standards of the United States
for staple, and shall be accepted, by exports appouite
by the Government of the United Kingdom. Any
disputes which may arise will be settled by board?! o
Referees constituted of three members of whom

shall be nominated by the Government of the Unite
Kingdom.



ir\ Samples representing the cotton of the grades and staples
specified by the Government of the United Kingdom
will be made available for inspection and acceptance
during a period of six months beginning 15 days after
the entry into force of this Agreement, and such
inspection and acceptance will be made within a reason-
able time after the totton is so made available. Delivery
at the warehouse at the port of sailing with provision
for free delivery on board ship at high density will be
made within 15 days after inspection and acceptance,
and storage and insurance charges will be borne by the
United States Government for a period of two weeks
but no more after delivery at the warehouse at the

. port of sailing.

[i] All cotton will be invoiced and accepted on gross weights
at the time of delivery.

Article 2.

The Government of the United Kingdom wiU supply‘to the
Government of the United States, delivered on board ship at
Singapore and, by agreement between the two Governments, at
other convenient ports, rubber in bales, of the grades which will
be specified by the Government of the United States, to a value
equivalent to that of the total value of the cotton to be supplied
in accordance with .\rticle 1 of this Agreement. In determining
such equivalent value, the rate of exchange between Straits Settle-
ments dollars and United States dollars shall be deemed to be the
average of the buying rate during the period January' 1st-June
23rd, 1939, in the New York market, at noon, for cable transfers
payable in Straits Settlements dollars, as certified by the Federal
Reserve Bank to the Secretary of the United States Treasury' and
published in Treasury Decisions.

{<d) The quantity of rubber will bo calculated upon the average
market price, as pubUshed by the Department of
Statistics in tlie Straits Settlements, for No. 1 ribbed
smoked sheets, during the period January Ist-June
23nl, 113%, for spot deUvery at Singapore plus 0.25
Straits Si-tticments cent per Ib. for cost of baUng and
delivery on board ship, with adjustments in price for
other grades according to differences quoted in that
period.



{b) The rubber will be inspected and accepted by experts
appointed by the United States Government. Any
disputes will be settled in accordance with the nonnal
custom of the trade.

(c) The rubber mil be made available for inspection and
acceptance by experts appointed by thf Government
of the United States during a period of six months
beginning at a date to be agreed upon by the two
Governments, and such inspection and acceptance will
be made within a reasonable time after the rubber is so
made available. Delivery at the warehouse at the port
of shipment with provision for free delivery on board
ship will be made within a period of 15 days after
inspection and acceptance, and storage and in,sur»nce
charges will be borne by the Government of the United
Kingdom for a period of two weeks but no more after
delivery at the warehouse at the port of shipment.

Article 3.
If either Government should find that delivery in accordance
with the arrangements specified in Articles 1 and 2 is likely to
restrict supphes available to commercial markets unduly or to

stimulate undue price increases, the two Governments shall

consult with a view to postponing delivery or taking other action
in order to avoid or minimise such restriction of supplies or such
price increases.

Article 4.

The intention of the Government of the United Kingdom ana
of the United States Government being to acquire reser%'es o
cotton and rubber, respectively, against the contingency of a
major war emergency, each Government undertakes not to dispose
of its stock (otherwise than for the purpose of replacing such
stocks by equivalent quantities in so far as may be expedient lor
preventing deterioration) except in the event of such an emergency
If, however, either Government should at any future date deci e
that the time has come to liquidate its stock uf cotton nr ruliber,
as the case may be, it may do so only after {a) consulting the
other Government as to the means to be employed lor the dispose
of such stock, and (6) taking all steps to avoid disturbance of the
markets. In no case may either Government dispose of such
stocks, except in the case of a major war emergency, before a
date seven years after the coming into force of this Agreement.



The Government of the United Kingdom will use their best

s urs to secure that the export is permitted under the Inter-
“ tional Rubber Regulation Scheme{*) of an amount of rubber

oroximately equivalent to the amount of rubber to be supphed
t the United States Government under this Agreement in
ddition to the amount of rubber which would, under the normal
operation of the Scheme, be released to meet current consumption
needs.
Article 6.

Each Government undertakes, in shipping to its own ports
the stocks of cotton and rubber, respectively, provided for in this
Agreement, so far as may be possible to distribute the tonnage
equally between the ships of the two countries, provided that the
shipping space requiredisobtainableatreasonablerates. Consulta-
tion for the purpose of giving effect to this Article shall be between
the Board of Trade and the Maritime Commission.

Article 7.

Should the United States Government, before the dehvery is
completed of the cotton provided for in Article 1 of this Agree-
ment, take any action which has the effect of an export subsidy,
they will deliver to the Government of the United Kingdom an
adcStioniU quantity of cotton proportionate to the reduction in
price below that provided for in Article 1 of this Agreement
caused by such action.

Article 8.
The present Agi‘eement shall come into force on a date to be
agreed upon between the two Governments.

In witness whereof the Undersigned, duly authorised thereto,
liave signed the present Agreement and have attixed thereto their
seals.

Done in London in duplicate this 23rd day of June, 1939.

(L.S) OLI\EK f-. G. STANLEY.
(L.S) JOSEPH P. KENNEDY.

l«) Treaty Series No. 74 (i9i8).
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Two.

Tn consideration of the undertakings above described, John

Hay Kt., agrees, on behalf of the Committee that the

fnmroittee in exercise of the powers conferred upon it by

Aticle 4 Treaty Series No. 74, 1938, wiU permit the release of

the quantity of rubber which may be necessary for the accom-

pUshment of the purposes herein described as well as for all
other known demands.

Three.

If notwithstanding the action of the Committee, acting in
full accord with the provisions of this agreement, the supply of
rubber or the facilities for the transportation thereof shoidd be
inadequate for the accomplishment of the purposes herein set
out %vithin the period named, purchases shall continue never-
theless for shipment subsequent to 31 December, 1940, as may be
necessary for the accumulation of the reserve stock of crude
plantation rubber of 150,000 tons.

Four.

(a) It is understood that during the period necessary for the
purchase and accumulation of the reserve stock of rubber here-
inabove mentioned, such rubber shall be purchased at not less
than 18 nor more than 20 cents (United States dollars) a pound
c.i.f. New York for standard smoked sheet, packed in cases or
in bales at seller's option, with the usual differential for other
qualities and other forms of purchases, exempligratia Ex. Godown,
f.o.b. landed.

(b) Purchases, sales and deliveries shall be made under
contracts adopted and now in use by recognised Rubber Trade
Associations and any claims or disputes arising regarding
insurance, shipment, packing, quality, payment, freight and
cognate matters shall be settled in accordance with the recognised
customs of the rubber trade.

Five.

The Committee, represented by John George Hay, Kt.,
undertakes to encourage producers of rubber to be ready sellers
at the range between the two prices mentioned in Paragraph
Four hereof. 18 to 20 cents per pound c.i.f. New York, payable
in dollars, New York Exchange. The Company undertakes to
use its best endeavours so to arrange its purchases that the
market price will be maintained within the range specified.



Six.
that as tlie reserve stock is acquired it
willThecwTpaJatc from tl.c normal trade stocks and will not be
nt fothermse than for the purpose of replacement

dispo:,pd ol ( ,uantities as may be expedient for tlie
pr«”miorcrdeterioration and in such manner that the quantity
L wm at all times be maintained mtactj except as required

T h Governint of the United States of Amenca for its
SfL e Program or in the event of norrnal supplies being
toterrupted through hostilities, or any similar emergency. In
such latter event, releases from the reserve stock will be permitted
only to the extent nece.ssary to maintain trade stocks at then-
normal level. Seven.

Subject to the provisions of Paragraph Six, the Company
agrees that the reserve stock shall be held intact untiB | December,
1943 thereafter to be liquidated at not more than 100,000 tons
per annum ;md in such manner as least to disturb the world price
of crude rubber. The Company undertakes to inform the Com-
mittee of its intentions to liquidate the reserve rubber supply in
accordance with this provjsion and to keep the Committee
informed as to the progress of such liquidation.

Eight.

In the event of circumstances under which the decisions of
the Committee, through causes beyond its control, cease to be
ojierative in the territories of the Netherlands’ East Indies or in
the territories commonly known as British Malaya, then the
Committee agrees to consult immediately witli the Corporation
and the Company for the purpose of determining what action
shall be taken with respect to the provisions of tills memorandum.

Reconstruction Fin.~kce Corpor.'ition's
By (Signed) Emil Schram,
Chairman.
Rubber Reserve Company,
By (Signed) H. j. Klossner,
President.
INTERN.VNONAL RuBBER ReGI'LATION
Committee,

By (Signed) J. Geo. Hay.
Approved :

(Signed) Jesse H. Jones,
Federal Loan Administrator.



Memorandum of Agreement.
15 August, 1940.

W hereas, By Memorandum of Agreement dated 29 June,
1940, between Reconstruction Finance Corporation (herein
called the "CorporationRubber Reserve Company, a
corporation created by the Reconstruction Finance Corporation
(herein called the " Company ”) and The International
Rubber Regulation Committee (herein called the Com-
mitee ), terms were agreed upon for the acquisition of a reserve
stock of 150,000 tons of plantation rubber for shipment prior to
31 December, 1940 ; and

W hereas, It is now desired further to aid the National
Defense Program by increasing such reserve stock to 330,000
tons the parties to such Memorandum of Agreement have now
agreed further as follows :

One.

(a) As soon as the 150,000 tons of rubber mentioned in the
Memorandimi of Agreement hereinabove referred to have been
purchased the Corporation will make a further loan or loans
to the Company upon satisfactory terms and conditions and the
Company will, wath the proceeds thereof, increase its reserve
stock of crude plantation rubber to 330,000 tons by the purchase
of an additional 180,000 tons for shipment as far as may be
practicable according to the following schedule ;

From 1 January to 31 March, 1941 ... 70.000 tons
From 1 April to 30 June, 1941 .. 50,000 tons
From 1 July to 30 September, 1941 ... 35,000 tons
From 1 October to 31 December, 1941 ... 25,000 tons

(6) The rubber manufacturers as represented by the Company
will endeavour to continue their current purchases of crude
rubber within the price range as hereinafter mentioned to the
extent necessary to meet current requirements and to maintain
within the IMiited States during the period that such additional
reserve stock herein referred to is being accumulated a normal
privately owned stock for current requirements and purposes.



, . t,hall beinterpreted as a quantity of planta-
Such a normal shall be in addition to the total

'‘Sr™ stock ot 330,aX) tons.

~bove 330.000 tons*pro~dedrtrArn
U2eman™ L u notbe subject to the provisions of Sevh.
and Eight hereof.

Two.

The Committee, represented by John George Hay Kt in
exercise of the powers conferred upon it by Article 4, Treaty
Series No. 74. 1938, wiU pennit the release of the quantity of
rubber which may be necessary for the accomplishment of the
purposes herein described as well as for all other known demands.

Three.

If, notwithstanding the action of the Committee, acting in
fuU accord with the provisions of this agreement, the supply of
rubber or the facilities for the transportation thereof sho\ild be
inadequate for the accomplishment of the purposes herein set
out within the periods named, purchases shall continue never-
thel.ess for shipment for such subsequent period as may be
necessary for the accumulation of the reserve stock of nibbt;r in
the aggregate quantities set forth in One (rt) hereof.

Four.

(fl) During the period necessary for the purchase and
accumulation of the additional reserve stock of rubber hc'rein-
above mentioned such rubber shall be purchased at not
than 17 nor more than 18" cents. (U.S.A. currency) pound
F.0.B. trans- oceanic ships, Asiatic ports, for Standard Ribbed
Smoked Sheets packed in cases or in bales at scller'.s option
with the usual differentials for other quality types and other fonns

of purchases; for example. Arrival and/or Delivery and C-Li'-*
U.S.A. ports.



and sales as herein provided for shall be made
Te'te™ “ d conditions of contracts approved by recog-
J[.cturing or trade associations, or as may be

" Nru”~n by buyers and seUers, and any claims or disput.®

rCrdfng quaUty, packing, insurance,
s g5 "

uiider

payment and
shall be settled in accordance «-ith customary

prSces applicable to the pertinent form of contract.

Five.

fte market price will be maintained within the range specified.

Six.
The Company will inform the Committee at the end of each

Ig}]changing circmstances which Way affect ma

Seven'.

As the reser™'e stock is acquired it will oe held -pa”e tam

Ih” tpurto:rotep ~

tLTseM::i’l* : 0™ penpermutod only to the extent necessary
to maintain trade stocks at tlie.r normal level.

Eight,

Subject to provisions of Seven, the addiWwW

reserve stocl
hers;» referred

to will be held intact until 31 December, 1943
thereafter to be liquidated in conjunction with the reserv,



ut iiii.IM Lrovt<!rt| fur in tlt« «eroorac4um oj Agreement

w 2m at a combined-
ralf ofiwl inurr than I(W,I»0 tons I»r annum and in sach manner
as Kas( i<iili-"lurl” ‘I pre TK' Company

«ill inform th>" ti.iiimiltfe of its intPiition to Ugmdate the reserve
ruWifi supply in accordance with this provision and to keep
Hi.! Coniinitfei- infnrmi-d as to the progress of such liquidation.

Nine.

In the event of circumstances under which the decisions of
Ihe Committee, through causcs beyond its control, cease to be
operative in the territories of the Netherlands' East Indies or in
the territories commonly known as Malaya, then the Committee
will consult immediately with the Corporation and the Company
for the purpose of determining what action shall be taken with
respect to the provisictas of this memorandum.

Reconstruction FiN.INCE Corporation,
By (Signed) Emil Schram
Chairman.

Rubber Reserve Company,
By (Signed) H. J. Klossner
President.

International Rubber Regulation
Committee,
By (Signed) J. Geo. Hay.
Approved :
(Signed) Jesse H. Jones.
I’ederal Loan Administrator.



Memorandum of Agreement.
7 March, 1941,

Whereas By Memorandum of Agreement (herein called
.sthe First 'Agreement”), dated 29 June, 1940, between
Reconstruction Finance Coeporation (herein called the
"Corporation”), Rubber Reserve Company (herein called
the “ Company ”), a corporation created by the Corporation,
and The Internationai. Rubber Regulation Committee
(herein called the " Committee ), terms were agreed upon for’
the acquisition of a reser\'e stock of 150,000 tons ot plantation
rubber for shipment prior to 31 December, 1940, or subsequent
thereto if necessary ; and

Whereas, By Memorandum of Agreement (herein called
"the Second Agreement ), dated 15 August, 1940 between the
Corporation, the Company and the Committee, terms were agreed
upon for the acquisition of an additional reserve stock of 180,000
tons of plantation rubber for shipment as far as practicable
during specified periods between 1 January and 31 December,
1941 ; and

W hereas, In his letter of 5 November, 1940, addressed to
John George Hay, Kt, (representative of the Committee). Jesse
H. Jones (the Federal Loan Administrator) referred to the
desirability of the Committee’s increasing the exportable per-
centage and in connection therewith stated that the Company
would be willing to increase its agreed purchases by 100,000 tons ;
and

W hereas, In his telegram of 29 November. 1940, addressed
to A. L. Viles (Chairman of the Company’ Bii\-ing Committee),
John George Hay, Kt. referred to the action taken by the
Committee at a n'leeting held on 28 November, 1940, fixing 100
per cent of the basic cinotas for 1941 as the permissible exportable
amount of rubber for the first quarter of the calendar year 1941
and indicated that the Committee proposed to hold in reserve
the offer to purchase said additional 100,000 tons to be utilized
in order to make possible a gradual cUminution of exports after
the accumulation of the aforesaid reserve stock and to ameliorate
the harsli effects in the producing territories which might other-
wise be consequent upon an abrupt and steep decline in the
exportable percentage ; and



W hereas, In his telegram of 25 February, 194i_ address-d
to A. L. Viles, A. G, Pawson (Secretary of the Committee) referred
to the action taken by the Committee at a meeting held on that
date fixing 100 per cent, of the basic quotas for 1941 as tju
permissible exportable amount for the second quarter ot the
calendar year 1941 and indicated that the Committee proposed
to accept the offer to purchase said additional 100,000 tons
subject to confirmation that the same was predicated upon the

terms and conditions set forth in the First Agreement and Second
Agreement; and

W hereas, In his telegram of 26 February, 1941, addressed
to Sir John Campbell (Chairman of the Committee) H. J. Klossner
(President of the Company) transmitted such confirmation and,
in accordance with the suggestion contained in A. G. Pawson’s
telegram aforesaid, indicated that a written instrument embodying

the agreement would be prepared and transmitted to the Com-
mittee ; and

W hereas, In accordance with flie foregoing, it is now
considered desirable to reduce to \mting the aforesaid agreement
concerning the purchase of said additional 100,000 tons ;

Now, THEREFORE, the Corporation, the Company and the
Committee hereby agree further as'follows :

One.

As soon as the aggregate reserve stock of 330,000 tons have
been purchased pursuant to the First Agreement and the Second
Agreement, the Corporation will make a further loan or loans to
the Company, upon satisfactory terms and conditions, and the
Company will, with the proceeds thereof, increase said reserve
stock by the purchase of an additional amount of plantation
wubber not to exceed 100,000 tons, the periodic purch:ises and
the shipments thereof to be in such amounts and at such times,
respectively, as the parties hereto may approve for the purpose
expressed in the fourth W nereas clause hereof.

Two.
The additional reserve stock of rubber mentioned ill paragraph
ONE hereof shall be purchased at not less than 17 nor more than
cents (U.S.A. Currency) per pound f.0.b, transoceanic ships,
Asiatic ports, for Standard Ribbed Smoked Sheets, packed in



in bales at seUer’s option, with the usual differentiids

05® laU tv types and other forms of purchases (for example

am
Three.
Fxcept to the extent otherwise herein expressly
of the additional reserve stock mentioned in
rD h A E hereof shall be subject to all of the terms and

“*S s set forth in the First Agreement and the Second
ritrnt and said terms and conditions shall be construed,

Smutandis, as if expressly made a part hereof.

Reconstruction Finance Corporation.

Bv (Signed) Emil Schram, i
Chairman.

Rubber Reserve Company,

By (Signed) H. J. Klossner,
President.

The fNTEENATIONAL RUBBER REGULATION
Committee,

By (Signed) J. Campbell, .
Chairman.

(Signed) John G. Hay.
Approved :
(Signed) Jesse H. Jones,
Federal Loan Administrator.
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(ILM.in -i--- .., i.r., .,r-,rm.;ni-) dated M
Nov. 1 fMii) M. ' -Jr—nran (hereincalled
2 » -Viin-ix-i.l V.- IWioand a third
ItotoHiiKlum oi Aniam, - tii- Third W -
»»i ' Jatoa 7 Mar<h ;94: ih™ acgmsiiion by
n ~.yafnuiy of reserve stv.k- .. .rud- plantation rubber

iJKtOii CiU«l aRubber "j ag~<«a*arit 43';, Xi(i lonfi tons, wliich
>» dJj; terms of such agreemc-nt= w-r- tj be physically
and maintained apart iroir. ithcr stocks of Rubber
to and maintained by vanou- rjbber manufacturing
rubber importers and nibVvr dealers in the United
k-nd

The British, Netherlands and American govem-
matr.r.. i.- well as the Company and the C'imniittee, entered into
» 'sr--utr aeement (evidenced by certain cablegrams exchanged
Ar>rm durin{™ April, Ma\' and Jime of IW 1) under which
-NiTipsi”y be,rame the sole importer into the I7nitcd States

n -xpr,rted from the I'ar East :and

It is now recognised (.i) that the Company could
I'l keep the aforesaid reserve stock physically
fr/(fn it > tolal KubbiT inij.xirts because of periodical
WY (G States government of part thereof
, 5 < [ |iirpii*,i's in ihe United States, and (b) that
“ill nevi-Mheli'ss continue to accumulate and hold
;i ri-servi- supply of Rubber (herein called
-V J--//.s Mo. k") ,and

(t ., ilreineil necessarv to increase the amount

o * lo iipi.n.xiinafely 800,(XXI long tons ;
;.1J-;, OK... 11,, her,-by nmtualh’agreed by and between

will |iureh;ise dnring each month of the
- N yaj J'M2 ap),roxinialely UIU.IXK) long tons of Kubbei



..,,ts (U.S. currency) per pound, f.o.b. transoceanic ships,
tc ports, for Standard liibbed Smoked Sheets packed m
*or in bales seller's option with the usual differentials
r'~other quaUty types and other forms of purchases. Such
chases shall be made under the terms and conditions of
ntracts approved by recognized rubber manufacturing or trade
orations, or as may be agreed upon between the Company
and the various sellers; and any claims or disputes ansmg
regarding quaUty, packing, insurance, payment, and cognate
matters shaU be settled in accordance with the customary
practices apphcable to the pertinent form of contract.

2 The Corporation will make such loan or loans to the
Company as may be necessary to enable the Company with the
proceeds thereof to pay for all purchases made pursuant to this
agreement.

3. The Committee, represented by John George Hay, Kt., in
exercise of the powers conferred upon it by Article 4, Treaty
Series No. 74, 1938, will (a) permit the release of the quantity
of Rubber which may be necessary for the accomplishment of
the purposes herein described as well as for au other known
demands, and (b) encourage producers of Rubber to be ready
sellers thereof at the price specified herein.

4. The Company will inform the Committee at the end of
each month during 1942 of the amount of Rubber purchased,
the amount of Rubber shipped and the amount of Rubber sold
in the United States by it during such month, and the probable
rate of future sales ; and will furnish such additional information
amay be necessar>- to enable the Committee to form a just and
trae estimate of the Company's continued requirements, both in
respect of the Reserve Stock and the needs of .American manu-
facturers. In addition, the parlies liereto will consult from
time to time regarding the rate of purchase and the progress of
M purchases and shipments and particularly will gh'e considera-
lion to the question of whether or not the rate at which the
Reserve Stock is being accuunilated should be modified as a
result of changing circumstances which may affect the parties
hereto.

5. The Ciimpany will nut li(juidate any part of the Reserve

Stock prior lo 1 January, 1944, after which date the Reserve
Stock may be liquidated at a rate of not more than 200,000 long



ton. per year and in stich roa.mer asw.il a®ord with the objectbes
tocimiftcr set f»rth i.i paragraph 7. Company wm.gjve
rcoramiltoe 3 months notice of .te mtention to hgmdatc th.
T "serve Stock in accordance herewith, and will keep the Com-
mittee re‘gttlarly and fnlly informed as to the progress of such
limiid-ition » and mil consult mth the Committee from time to
time as may be necessary or expedient regarding the measures
to be taken in connection therewith,

6 In the event of circumstances under which the decisions
o( the Committee, through causes beyond its control, cease to
bi~ operative in the territories of the Netherlands East Indies or ;
in the territories commonly known as Malaya, or in the event
of circumstanccs under which the Company, through causes |,
beyond its control, is unable to obtain deliveries into this country
of Rubber, as contemplated by this agreement, then the Company,
the Corporation, and the Committee shall consult immediately
witli one another for the purpose of determining what action
shall be taken with respect to the provisions of this agreement.

7, The parties hereto recognise the general desirability of
the continuance of a stable market for Rubber, both during the
time the Company is purchasing Rubber pursuant to this agree-
ment and during the time the Company is liquidating the Reserve
Stock :and to the attainment of such ends :

(a) The Committee, with a view to avoiding or mitigating
the hardship and disorganization which would otherwise
follow in producing territories consequent on a too rapid
transition from a high to a low rate of permitted export
release, may, to the extent that general circumstances
and its undertakings warrant it, reduce by gradual and
successive stages the amounts of Rubber permitted to be
exported, provided that no such action sliall be laken by
the Committee without prior consultation with the
Company.

®

The Corporation and the Company will co-operate with
the Committee in the maintenance of a n.-asonably stab e
world market for Rubber that will enable the producers
thereof to operate at a reasonable profit.



8. Notwithstanding anything to the contrary contained in

this agreement:

During the continuance of hostilities, the Reserve Stock
shall be disposed of in such manner as may be regmred
bv the United States government for purposes of its
national defense or for meeting any emergency which may
arise in its prosecution of the war.

(M Following cessation of hostilities, the Reserve Stock may
be used to maintain trade stocks at their normal levek
in the event that normal deliveries of Rubber into this
country are interrupted through a lack of shipping

facilities or any other cause resulting from hostilities,

9 The First, Second and Third Agreements are hereby
superseded, as are also all other understandings as may exist
between the Corporation, the Company and the Committee which
are inconsistent with the provisions hereof.

Reconstruction Finance Corporation.

By Charles B. Henderson,
Chairman.

Rubber Reserve Company.

By H. J. Klossner,
President.

The Internationu. Rubber Regulation
Committee.
By J. Geo. Hay.
Approved :
Jesse H. Jones,
Federal Loan Administrator.



STATISTICAL SUPPLEMENT.

TABLE 1.

Total Acreage under Rubber in Regulated Areas.

Asalend 1940  Malayn ! N.E.l 'Ceylonj India iBurma North j Sara- et ]
Bomeo wak 1 i
Total acreage 3,480,980 13373492 ajv AUH|iL3662T 1:15 ms]] 182,972
of which Estate »  2107.003 '.,566,976) 359,404 33.119, 74,190 qli:«
sod Native.. 1373986 ;j.806,516t 279,67I| 53,5081 Az soov 78162 SA94192m1 Sg
EsUUIRAlACT. | o133+ oo7esa P
10to5yrs. 74156 1 76178 4, t| GEQ%UW?II
5'to 10 yeare 15,501 18,065 1
1010 15years 265469 ' 149889 22712 12,516 14,817 14,508; 0
over 15 years 1.316507 ! 763,522} 293,750 se.176 4051 5§,§3§1 | éﬁ% s}
led 456) 1,158 ) i {
i 69,61 4939 35% 59011 256 14871 I?'EI. ‘Js U ts
510 10 years 64,316 1,153 1773 480: \
10t0 IS yean 104854 | 234‘437 2330; 3644  422° 17841 — . i, J, | 3%7&
over 15 years 49927 | 28,743 93 Wi
CkaalSeed 46,392 1 0H;
of which 0 to 5yrs. 42,759 1 708
S to 10 years 3297 m 3257
10 to 15 >-ears 336

over 15 years —

Salive Rutfbtr. ~ «

seedling .. 1366740 i 7616161 712801 52238 4i 377
of which 0 to 5yrs. '~ 72517 55,356 1 17,7041  2,206;
5 to 10 years 1 27 702 81,692t: 16,638[ 63yl 1, 253
10 to 15 years | 184,346
over 15 years i 1,082,175
Budded i 6,199
of which 010 5>TS, j 5906
5 to 10 years 293
10to 15 years - —
over 15 years —
Ckloalsced ~ .. , 1,047
of which0 to 5 yi5. * 1047

5t IB years 1
10 10fs years —
over 15 years A —

NOU-. The figures in italics arc ealimated or partly c.stimated.

'Estates o{ 100 acres and over are classificrl as " Estate™ nibbi'r, all other
holdings are regarded as Native " rubber

t Including 6,919 acres of Ficus elagticaiand 178 acrc~ | Manihot gaziovii-
ROfficial estimate sw footnote- on page

(b) Included in the st-edling areas.
(c) included in the budded areas

+ the acreage at the end of 1038, the fit;ure i~iven at Uie e, | r

; Native in the same ratio as the area at tIR-end of S, ""otwceii ICslatc and
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1912 1913
Country of Origin 1914 1915

6.3JS 11«S 21.147 33.376 46,652 70,595

Malaya 2.m 2218 4,254 6.951 10,079 1961*
N.EX 3,061 662« 11.325 15336 57
Ceylon o
e 643 1.040 1343 514
Burma 66 184 457 613
North Borneo 29 93 151 270
g_aaarx/ak 63 102 92 56

i .

Indo-Cliin %L 228 a1 190
Kiilippiaes

Papua

Timor

2 24 20 41

Bl 37.938 35970 41.619 35,659 33,00
Bolia 3,068 3587 4,015 5.062 4,413
Peru . 2.258 2.048 2,770 2.737 2.236
Ecuador . . 544 540 524 191 145
Colombia 601 568 495 301 196
Venciiiela.. . 316 401 442 170 1
British Guiaua . . 1
Surinam
Mexico 17,4«1 14,482 11.636 5,785 551
Nicaragi/a.... 217 343 151 218 141
panama 151 50 107 181 16
Costa Kica.. 83 73 7 417 17
Guatemala.. 150 137 121 86 13
Honduras.. 30 30 46 26 14
British Hon 7 10 6 6
Salvador 41 29 39 20
Trinidad - 3 2 3
Nigeria (incJ. British

Cameroons since 1922) .. 1,176 966 705 511
5. Gold Coast (incl. British
ww  ffogoland since 1922) .. 1.439  1.191 889 588 22
KalSeedierra Leone 21 19 10 6 3
whitsOu~ya » . . 86 60 76 58 64
s.'Jlganda - mem - 45 15 14 13 10
uDganyiku 658 819 1,203  1.366 H12
>asaland 27 21 27 29 16
NoU Airica (incl. Rhodesna) 20 70 62 20
. N jeria - 46 40 - ! I
Lsl~gian CU"‘QO o 3.363  3.347 3.454 3.565 2.213
Idings {fench Equat. Africa 1,632 1.671 1,691 1,725 592
1 IncK®cr00ns (French Mandate
‘ance 1922) 1.927 2,065 2767 2,832 331
inArench West Afrlca 4,564 3,579! 3.731 2.552 1.0521
(a)Aogpland “French Mandate
is y  since 1922) 133 142 163 89
Y Madagascar... 1,108 789 834 319 70|
Port. Guinea 347 245 348 191
Angola ) 3231 2,498 2693 1.970
Port. East A&ica 372 180 184 98
Total 94,117 94.045 12,79811
Notes:

4. includmg 33 oy pllowanse bas begn mage for moisture and.o, .
not become important until 1919 but after a sharp decline in 1920 a
net exports of dry rubber and those of the N.E.l. overstate them-
1528 no allowance has been made for rubber smuggled
im~rted into Malaya aa N.E.l. native rubber.
estimatea or partly estimated
From 1934 onwards the figures for regulated territories represent nete

% g& Ilwvaqt-e has been made for maigiuf¢ aAd impurities in tlie export of



ifs in JiG N F | native rubber imported into Siijgapore. This native nibtwr

cSsideibly figures, for the net e"‘rta from Malaya understate
fccv for 11323 amounted to about 20.000 Ions+b| each country

when the Stevenson Scheme was operatiy This rubber waj. aiterwardb



Country of Origin. 1926

1927

1928

Net E xports i

1929 1930 1 1931
J
276.996 232.402 294,446 455,545 A,
Maaya 207.91¢ 231531 22297 255.150 S5 Y
ol 58,857 80.342 75.602
Ceylon : 65536 6,959 7234 7872 6822 Ceney
India s 3338 4362 3556 5495 5189 408
i 6,079 6.602 6,698 7,381 7,115 '
gl:rr;aaiornen 9.382 10.923 10,087 n,313 10,310 lgﬁg s
Siam 4,028 5472 4.813 5052 4349 4514
Tndo-China. ) 8.801 9.475 9,638 10,146 10,288 11g12 |
Philippines. 225 292 309 312 379 “n
642 761 811 470 764 78]
Pfipua . . 17
:A'm” 104 99 42 3 3
J 33 158 167 110 101 an
SBarr::;T 21.408 25.619 17,645 18.147 11.809 10.34-
Bolivia 3.658 3,803 3,442 3,044 2582 780l »
Peru 460 438 416 292 127 3
Ecuador 1,071 1,026 318 183 142
Colombia 427 359 78 33 157 184 =
Venezuela 33 56 9% 43
British Guiana 155 175 7 2 j
rinam
iﬂue)(ican 4.421 5,065 3,076 1.275 1,095 T
Nicaragua 142 39 19 2
Panama 16 20 5 i 1
Costa Rica 14 5 1 2 ‘
Guatemala... 14 -
Honduras 18 2 1
British Honduras
Salvador 29 4 !
Trinidad 73 63 32 29 5 1
Nigeria’ (incl. British
Camcroons since 1922) .. 1,594 1,990 2,294 197-1 2,177 182
Gold Coast (incl. British
Togoland since 1922) 633 31 254 29C 241 9
Sierra Leone "
Kenya 621 65:  soOs 363t 285 60
Uganda
Tanganyika w41 12( 4i: 17 1
Nyasaland.. 6] 91 ’ 71 42 .
South Africa (incl. Rhodesia) t 2 It 20
Liberia 71y iz g 227) 9> 143
Belgian Congo 1111 1,22:8  1.040) 83<5 50:1 245>
Ftench Equat. Africa 1,55 1.735 1,419  1,04fl 73i 819
Cameroons (Frcnch Mandate
since 1922) . 1021 8761 i <331 511 8
French W est Africa 1,867  1.2501 90'l 452 28:
Togoland (French Mandate
since 1922) 44 141 1 5
Madagascar... 115 12 4 1 ~
Port. Guinea 261 79 41 42 12 10
Angola 201 1na a1 1 b 5
Port. East Africa [ 15 1 2
Total .. 1623.9061610,07'4 656,000 868.530 825,401 801,091

otes:

(1) No allowance has been made lor moisture and impurities ia the exports "

(2) Up to and including 1923 no allowance has been made for moisture
did not become important until 1919 but after a sharp decline in 19207"
the net exports of dry rubber and those of the N.E.I.
For the years 1923 to 1928 no aUowance has been made for rubber snwgg
imported into Malaya as N.E.U native rubber.

mw

italics have heea,Jiltiniated or partly estimated.

overstate then

(4) Xirom 1934 onwards the figur|[*gm gjj~d territories represent net cxp"



Tons.

k in th« N.E 1. native rubber imported into Sin”~po
rnn?iriw-ablv.  The fiRurca for the net exports from Malaya unaeretdic

ey for iy23_amounted to about 20.000 ton -s afterwards
a%vhen t%e Stevenson Scﬂ eme was- operatlve IThis r?lplger «a-s aterwaras
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US.A.

U.K

Austria
Belgium
Bulgaria
Cacho-Slovakia
Denmark
Eathonia
Finland
France
Germany
Greece
Hungary
Ireland

Italy

Latvia
Lithuania .
Netherlands..
Norwa

Poland
Portugal
Roumania
Spain
Sweden
Switzerland
Turkey
U.S.S.R. .
Yugo-Slavia
Argentina
Australia
Canada
Japan

South Afnca
Brazil

Chile

China

Cuba

Egypt
Hong-Kong ..,
New Zealand

Others

Total

1910

42,210
20,455
1,603
2,238

49
3.740
13,731

369

1,825

1,822
268

431
813
169

252
1,317
694

41,728
16,736
1.810
1.986

= 94
5,30
15,12;

1,44'
301

501
885
180

6,649
707

1,629
907

55.937
18,724
2,142
2,468

55
5.577
15,396

1,415
377

437
990
205

9,197

18
512

Net

51,987
25,365
1,973
3,596

111

72
5,849
16,264
5

779
2,505

2,390
338

647
924
187

12,561

34
776
2,065
1,188

Tab

Imports of

62,265
18,570
1.494
1,500

J 99,072 120,726 129,696 121.00775~5"

(1) No allowance lias been made for iTi{)isture and impurities in wild rubber t®
and scrap rubber and related materials have been included.

(2) Net imports into Brazil represent exports from Amazon Ports to Soutti
(3) Allowance has been made under ™ Others ™ for imports into some of the

also included.

(The latter cjuantity is small compared with their imports).

(4) Figures in italics have been estimated or partly «tiniatec!.



-Long Tons.

1919
P 385.596
179,736 296,394 301,746 319,103 .
o 232‘231 229522 420087 11724 12,700 -11,550 4,930
80,044 273 1328 2,290 2,184 1883 1,914 2.004
3,9950 3400 1,705 172 2,184 2.692 2,908
73| 168 385
14 zig 17 égg 15 1351  24.352 27,392
' im 21,920 27546 18,519
4
11

-7,140 "'7\894

2,771
401
829 2,418
500 1,932
134 441
2,000
181
2,684 1,002
6,921 6,395
7,246 9,75

m 2157371 33 8 60i 37_
Rtoe case of sevcrri cen.ries, particularly in the earlier yean,, import, of reclain.e<!

”L g countr.es and the estimated absorption of their home produce! rubber is



tab

Net Imports of Csi

Country. 1926 1927 1928 1929. 1930 103 A
USA. 399,972 403,471 407.572 528,602 457.423 476179 37
UK 84.934 59,843 4,388 122,807 120,002 85187
Anstria 1,781 2,910  3.043 3324 2365 5954
Belgium 2498 6491 7958 9445 10,740 11009 Q
Bulgaria - 6 22 45 186
Ciecho-Slovakia 1,753 2.715 3,138 4.650 4532 7717 ¢
Denmark 575 573 560 799 1,149
Esthonia 5 7 14 41 43 66
Finland 556 671 594 976 1,262 781,
France 34,240 34,274 36,498 59,342 68,503 46466 40i
Germany 22.775 38,892 37,855 49,078 45.488 30683 4
Greece 36 15 20 127 150 173
Hangarj- 562 1,048 1375 1,367 1,376 1333 1
Ireland —
Italy 10,041 11,290 12,433 17,167 18570 10,096 ]J
Latvia 311 533 915 053 737 283
Lithuania .. 4 6 11 4 3 3
Netherlands... 2,671 636 2.243 3,214 2,924 22201 2
Norway 608 623 721 813 1,143 818 |
Poland 618 991 1.850 3,942 3,040 2293 |
Portugal 27 19 30 20 9 4
Roumania ... 82 49 50 150 338 381
Spain 1,133 1.322 2.126 2.142 3.267 2576 4
Sweden ! 959: 2,160 2,278 3,857 4,416 3,798 ~
Switzerland H 418 489 566 653 S08 S46
Turkey 3 5
USS.R. .. ! 0,528 12,695 15,134 12,624 16,149 27.76" X
Yugo-Slavia 27 287 1,096 308 249 293
Argentina .. 170 266 592 618 765  2.759
Australia 9.021 9.490 8,430 15,886 5,354 7,649 1
Canada 20,216 26,397 30,788 35,270 28,707 25261 I
Japan 18.124 20,521 25,621 34,284 32,731 43483 5
South Africa 124 191 528 261 223 268
Braril 202 357 720 544 681 550
Chue 75 107 137 170 179 4
China 281 141 228 1,139 621 2.935
%uba 34 4 16 23 13 40

t — 14
H%X%»Kong . _ 3 z ' . 452 779
Mexico 98 150 390 509 385 712
New Zealand 31 58 30 107 107 101
Others a00 m

Total 6217993 640.2001610.5211915.7611835,505 809,5j5li
Notes ;

~1) No allowance has been made for moisture and impurities in wiki rubber imj

and scrap rubber and related materials have been included.

Net imports into Brazil represent exports from Amazon Ports tu B<juta i
V.. ) . .

Allowance has n made under “ Others ™ for imports into some of th?

also mcluded. (The latter quantity is small compared with their imports).

(4) Figures in italics have been estimated or partly estimated

(2,
@3



140 113

2,846 7181

58,148 64,377

90.200 /o
828 725

3,135 2,604
1.360 1,850
28,170 17,995!

738 ioco\

M
5092 7,050
2,010 2,642
6.000

7,8451
50CI 500
20331 1.268
240 .
8,30" 9,m
2,57( 2,535
3w 340

26,811] S0.000
29341  1.906
7.653 9,552 9,142
123001 15.426 19,044
256961 32,508 52567  66.612
46.307 42,351

55491  9,765! 9.130]
3,057i 5.4031 6,991 9,>39
247 3311 L
3,039 4,967 ajii
117| 158 .
w42 174 5i
1.15 2.196 2,320
2.894 5.101 3,440
67 560 8131
25 3,000

93 7 1JOO0.000JAG0NM

I 'the case a several countries, particularly in the earlier years, imports ol reclaimed

King countries and the estimated absorption of their home produced rubber is



TABLE 7.

Absorption

in Importing

Countries—Long Tons.

Absorption in Produc

COUNTRIES*—Long To:

Rest Y Miu N.E.I
ear MiUaya N .E. Indo-
Year Europa  of china
37,062 3,110 119,643 1930 116
lo14 17206 52268 6.065 159,486 1931 165
191! 14,987 98,990 39,444 B 16
9as - 8150 183,864 1932 3
1916 22889 117611 33208 o 550048 1933 510
1917 20,073 157,371 35622 8,982 E
! 17,216 233,522 1934 64 1,105
31211 160,000 25,095 B
1918 45283 17.499 313285 1935 439 3188 - T
1919  35.503 215.000 R v 1285 5676
47,422 19,224 296,998 J936 . .
1920 24,352 206.000 R : A
18007 177772 50740 31,347 277.956 1937 2,043 -7.17:
121 1800 ge 63220 28.473 403,496 1938 2,308 5,660
1922 20304 o, 02 31466 445544 1939 3210 7.012 250!
1923  26.954 319,422 67.702 . e e
1924 21,914 328,769 75,194 38,422 -299 2500 13249
1925 30,138 388,481 98,629 35,989 553,23‘ 1941
1926 39,702 366.158 88,208 48,879 542,94
le27 44800 373.000 118.702 58,184 594.686 NoestoTables :
1928  48.504 437.000 130,530 68.031 684,065 (1) Figures in italics have been
1929 72,023 467,400 175;041 89,311 803.775 mated or partly estimated.
1930 74,760 376.000 187,348 70,732 708,840 (2) The figures given for India re
1931 76,583 355.193 162,734 85,414 679,924 sent net imports of foreign r-*
1932 78,561 336,738 173,171 100,131 688,601 up to 1934; from 1934 to
1933  79.504 412,365 213,870 115,193 820.932 they are the net imports of fon
1934  90.059 462,480 237,634 128,902 918,075 rubber plus coastwise export*
1935  94.981 491,544 236.631 113,110 936.266 domestic rubber, and from 1
1936 99,251 575.000 233,903 130,272 1,038,426 onwards they represent Ind
1937 114,628 543,600 0l 150,890 1,095,131 absorption as reported m
1938 11)6,915 437,031 279225 110.771 933,942 quarterly returns received by
1939 122,715 592.000 250626 131,492 1,096,835 I.LR.R.C. from the Controller
1940 648.500 1.100,000 Rubber in India.
1941 1,200,000
« Figures for Agreement Co
triesonly. Absorption iu other |
ducing countries has been allo’
for in the Rest of World columr
Table 7.
Notesto Talle 7.
(1) Figures initalicshave beenestimated or partly estimated
(2) Figures forU.K. from1914 to 1933represent net imports corrected [

in warehouse stocks.
in 1928 and 1929 chanjjes in stocks in the hands of manufacturers

to be considered before arriving at a true estimate of absorption.

the figure represents 100 per cent, absorption estimated on the basis of retl

received by the
(3) Figures for the U.S.A.

ILR.R.C.

It will be obvious that in some of the years

from the majority ol U.K. rubber manufactui
from 1917 onwards have been obtained from of8

publications of the U.S. Department of Commerce ;for th<? three years i
to 1916 the fibres given are merely the net imports.
(4) The figures given for Europe and the Rest of the World are merely the agpeg

of the net import figures given in Tabic 6;

no other figures art’ available.
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Cruue

Robber Stocks

Inside Regulated Areas

(exct. Siam)— Long Tons.
At the end of 1934 1035 1036 1937 1938 1930 040" 4,
Malaya;
OnyEstates 23,434 26,0« 24488 47.67C 48,020 33436 2a,65) L
With Dealers }|s 10465 9,101 2, 10,130 6,848 15351 5iey [f
Total 28,940 33,899 35,145 45734 57,800 54,868 48.787 54 ;
N.E.Il :
On Estates 6,607 17.407 10,298 20,665 31,829 24,698 23560 21,74).]
With Dealers:
Estate rubber... 4,913 5010 3,641 6,388 10,017 7.210 5346 )
Native rubber.. 16453 5987 7539 13,758 13,611 17,212 19765 1909 {
Total 27,973 28,404 21,478 40811 55457 49,120 48671 479,
CeylOQ :
On Estates 3,823 3,190 4,979 5,739 5,359 6,044 817; -
With Dealers 6,804 4.794 5161 5632 6,120 5149 5806 16550~ »
Total 6,804 8617 8351 10611 11,859 10,508 11,850 24730 m
India:
On Estates - 1.150 1500 2,500 3,667 2,300 1,286 1487, m
With Dealers 1.150 2,550 5,000 4.214 4,250 4,432 57797
Total 2,300 4.050 7,500 7,881. 6,550 5718 70266 1
Burma: 1
On Estates « ., 593 1150 811 1,093 750 786 733% 1
North Borneo :
OnEstates .. 1 749 546  g68 831 2384 2,152 1,340
WithDealeni ... | 63 22 16 22 0 75 337
Total m ... 8l2t 568 g84 853 2.384 2,227 1,677 1.224°
Sarawak; \
on Eséa[els « ke 144 150 238 181 180 128 73
Wit ealers - 1820 988 2,498 1.290 294 365 447 .(#\
Total 964 1,138 2,736 1,471 474 493 520
Totalexcl. Indo-China @s.m 75519 73794 107,791 136.948 124516 iia.uoo 133/°0:
Indo-China : > i
On Estates
2,246 1.064 L
WithDealen, .. 165 a0 224 4365 5403 5353 N.A. n.Ta
. 1,598 1,430 1,830 N.A.
Totel
165 2,286 1198 5963 6.833 7,183 N.A. N.itun
Grand Total
65,658 77,805 74,992 113,754 143.781 131.699 N.A. ;

gl’eJrc”l‘udr"Cb?S.\

Stocks on

fgwss, forhndia %
cent of the total.
the NEj. estate
in India stocks with aeents anT
(») At 31st Oc«bl- A
N.A.—Not Available.

and over ” but t‘r

In the case of Malaya stoc;**

usually amounts to 20 to 25 fi
other temtones are p ~ - “ -

include rub”joadarl

~o'dmgs.

30yii~ovoraber. |



L~ jghkst, Lowest, Fluctuation and Average Price per Ib.

for standard Quality Rubber in London and New York.

1910
1911
1912
1913
1914
1915
1916
1917
1918
1919
1920
1921
1922
1923
1924
1925
1926
1927
1928
1929
1930
1931
1932
1933 .
1934 Pre-Regn
1934 Regn.
1934
1935
1936
1937
1938
1939 Pre-war
f1939 Warpfd.

J 1939
| 1940
1 1941

ml) London priccs for Standard Crepe Irom 1910-1917 thereafter ior Standard Quality
Ribbtid Smoked Sheet.

a New York prices for Plantation Ribbed Smoked Sheets are taken from publicalions
of the U S Department of Commerce as far as available In regard to the 1941
Oriccs the Rubber Reserve Company's Sellintd; price to the trade was fixed at
22i cents per Ib. for No. 1-X Ribbed Smoked
fixed pricc has b«*en inchided for the last ~iftontha IM e~Jculal

for the year. a





