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P R E F A C E

Mo s t  or the research for this study was pursued during my 
tenure in 1943-45 o f the Leon R^earch Fellowship of the 

University of London, and I should accordingly like to thank the 
Leon Bequest Committee for enabling me to carry it out. The 
material was largely brought up-to-date towards the end of 1946 
after an extensive tour of the rubber-producing districts o f Malaya 
in the summer and early autumn of 1946. There are repeated 
references in this book to the report on that visit prepared for the 
Colonial Office ; it is understood that this report will be pubhshed 
in the near future.

The British, Dutch and Indian autlioriti^ gave me free access 
to the papers o f the International Rubber Regulation Committee, 
and this permission has been of great value. A  similarly liberal 
attitude was adopted by Sir Jo h a  Hay, who allowed me to make 
full use of his personal papers covering the discussions preceding 
the introduction of rubber restriction, as well as the actual operation 
of the regulation scheme. It gives me much pleasure to acknow­
ledge the generous attitude adopted both by the authorities and 
by Sir John Hay. The selection o f material, the mamier, o f its 
presentation and the opinions expr^sed are, o f course, entirely my 
own. I hope that neither the authorities nor my friends in the 
industry will resent the criticisms offered in this book, severe though 
they may appear to be. Some of these are directed against features 
which, in greater or smaller degree, seem to mark the operation of 
most commodity restriction schemes.

On many specific points o f planting technique, labour legisla­
tion, the production and marketing o f rubber and of the adminis-- 
iralion o f regulation, I consulted associationsj firms and individuals, 
especially retired officials, as well as planters and business men. 
It would be invidious to select individuals from a long list, and I 
hope they will all accept this general acknowledgment o f much 
assistance readily given. Mr. W . 0 .  G. Kellett has given valuable 
help in the collection and analysis o f the statistics o f the industry. 
His unique familiarity with these has been of particular value in 
the compilation of the Statistical Appendices, but he has assisted 
with many other calculations throughout the book. Dr. A. K.



Cairncross willingly provided assistance with an important and 
complex calculation.

M y chief debt is, however, to M r. S. R. Dennison, from whom
I have received the greatest assistance throughout my work. But 
my obligation to him is far greater than could be adequately acknow­
ledged in the few words o f a preface.

L o n d o n ,  ^ P. T. B.
O ctober 1947

T he books in th is ser ies  a re p ub lish ed  by the London 
S choo l o f  E conom ics and  P o li t ica l S cien ce, but the 
authors a lone a re respon sib le f o r  the v iew s  expressed  

in them.
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I N T R O D U C T I O N
f ^ H I S  study is primarily concerned with the production of 
_L crude rubber (natural and synthetic) ; the activities o f the 

rubber manufacturing industry are dealt with only in so far as 
they affect the fortunes o f the rubber producing industry, or rubber 
industry for short. The discussion of natural rubber is confined 
almost entirely to the plantation industry (including smallholdings) 
which before the war supplied over 98 per cent, of the world’s require­
ments ; the small balance was represented by wild rubber, the 
produce o f naturally occurring trees, and this will be referred to 
only incidentally.

Though the industry was young, by the 1930’s rubber had 
become one of the world’s leading raw materials. In international 
trade its place was comparable to such staple products as coal, wood 
and tobacco ; measured by value, rubber was in 1937 the fifth 
or sixth most important raw material in international trade. 
Production figures arc nmch iess reliable, but it appears that 
measured by value o f output rubber was among the seven or eight 
most important raw materials in the few years immediately preceding 
the Japanese war.

Rijbber was by far the most valuable export from the Bridsh 
Colonial Empire ; in the years after tlie great slump the value of 
rubber exports was about one-quarter to one-fifth o f that o f all 
domestic exports from the Colonies, and in 1940 and 1941 the 
propordon was probably much larger. A  semi-official estimate of 
the value o f rubber exports from the Colonies is as follows : 
D om estic Exports o f  R ubber fr o m  the B ritish  C olonial Empire, 1937-41

(£  m illions, to the nearest five m illion)
1937 1938 1939 1940 1941
5 0  3 0  4 0  6 5  65

Between one-third and two-fifths o f these exports came from small­
holders, and rubber was much the most important cash crop of 
any native population in the Coloni;d Empire. The economy of 
British Maiaya, wliich w iis  among the wealthiest colonial territories, 
was (and still is) largely dependent on rubber, which usually 
represented about three-quartei-s or more o f the value o f the 
agricultural output.*

' R u b b «  had also reached pre-eminence among exports from the Dutch Colonial 
Kmpire, and by 1939 considerably out-distanced the ercai traditional staples, such as 
petroleum products, suftar, tin and vegetable oils.



Till- quantitative signific.mce uf rubber as a Hircct sourcc .jf 
dollar excliange to the Britisli economy eracrj;es from the followine 
figures o f the f.o.b. value o f domestic rubber exports from the 
British Empire to the U.S.A. :

Approximate Value o f  B ritish  R ubber Exports to the U.S.A., 1937-41
(M illion  dollars, to Ihc nearest live mUlion)

1937 1938 1939 19-10 194]
125 50 90 150 175

Before the war, domestic rubber exports from the British Empire 
to AeTJ.S.A. were generally not far short o f the total o f all domestic 
U.K. exports to America ; in wartime conditions in 1940 and 1941 
they far exceeded exports from this countty to the U .S.A

Rubber had become one of the most important U .k  imports • 
m  importance varied generally with the trade cycle, but wa^ 
always kgh. The following figures summarise the position for the 
yCiirs 19^7—tI  i

Som e P rin cipa l U.S. Im ports, 19.17-41 
(M illion  d o llan , in  order of 1941 f.o.b. values)

1937
R ub ber . . . .  248
Ww l  . . . .  96
Col f cc . . . .  151

• ■ . 1 6 6
Tm  ■ . . 104

rubber occupied
first pUce in this series ; in the exceptional years o f 1940 and 1941

c ^ ' S t y ™  ° ‘ l ' -

hal/of'to';a}’'" ' " ,H ' ' ' r  f a r  East one-half of total world absorption (consumption) of rubber was by the
o f ' t h t ' ^ a r ' T h  accounted for three-quarters
d™ L l r  J  " Prospenty o f the rubber industry thus largely 
depended on American economic activity and on the fortune's o f 
he motor industry in particular. The U.S. motor industry (L d

Urns a lr tT T .' iy T T '  I?''
annual rate o f 650,000’tont year h te r it* h 'id T ll

1938 1939 1940 1941
130 178 318 417
23 50 8.5 205138 140 127 177

130 125 113 15345 71 128 150



tion schemc—perhaps the most powerful and certainly one of the 
most important raw material control schemes. It also reviews the 
rise o f the synthetic rubber industry, chiefly in the U.S.A., and the 
principal aspects o f future competition between natural and syn­
thetic rubber.

The year 1929 has been taken as a starting-point for most of 
our survey. Some form of organised restriction o f output was in 
force for at least part o f every year between the end of the first 
W orld W ar (when the industry had only just been established) 
and the end of 1928, so that pre-1929 export and output figures 
are not only incomplete but also o f little use for observing producers’ 
reactions to price changes. Where they are necessary for an 
understanding o f the problems of the industry, developments before
1929 are also reviewed.^ As the years 1929-33 were the only 
period of free competition since the indmtry became of any im­
portance, Part I is devoted to a detailed review of that period. 
W hile much of the subsequent argument and some of the con­
clusions are o f nec^ ity  based on the experience o f th^e yeara, the 
reader principally interested in the future of the industry and 
impatient o f the detailed account can omit Part I, except perhaps 
Chapters 1 and 5.

‘  The Stevenson schrme (1922-28) tms been discuss«l in detail by Mr. J .  W. F. R o w  
in Special M eimrandwn No. 34 of the b>ndon and Cambridge Economic Scrvicc (1931). 
O ihrr prc-1929 even is in the industry's brief history arc fairly familjar, ami many of thtse 
are aUo included in Mr. Rowc'% Special Memorandum, or are available in other easily 
accessible publications.





PA RT I  

THE im U ST R r TO 1933

C H APTE R 1

THE STRUCTURE OF THE INDUSTRY

♦ 1 ^  UBBER is produced from the latex which occurs in the bark 
the tree H evea brasiliensis. The latex which issues when the 

bark is cut is collected, coagulated with an acid (generally formic 
or acetic acid) and the coagulum is washed and dried to produce 
crude rubber. A ll the processes are essentially simple. Tapping 
is the opening o f the latex vessels in the tree by an incision in the 
bark. The flow of latex is generally affected less by the thickness 
of the cut tlian by its length, and satisfactory amounts can be 
obtained by a very thin cut. Some bark removal is, however, 
inevitable, and this naturally varies not only with the skill of the 
tapper but also with the frequency o f tapping and with the tapping

I system adopted. I f a tree is left untapped bark reser\'es \snll be 
greater, with the possibility o f higher yields later ; where bark 
removal excecds bark renewal it will eventually be necessary- to 
suspend or slow down tapping, or else to tap on imperfectly renewed 
bark. The drying of Uie coagulated latex consists o f passing it 
through a seri(s o f rollers, and is conducted in a very simple plant 
known on tlie estate a5 the factory'. On smallholdings the ‘ factory ’ 
is a shed housing one or two hand-mangles ; the water is often 
eliminated simply by pressing with hands and feet. Final drying 
is done by placing the rubber in a hot chamber (usually termed 
smoke-house), or simply by exposing it to the* sun.

Although there are certain diffErences in methods o f cultivation 
and, o f coui-se, great differences o f size, the basic proc^ es (and the 
equipment) arc essentially the same both on cstatt., uiiu small­
holdings.

W ith the important exceptions o f certain changes in acreage 
and in tlie cost o f production (both o f which are dealt with sub-

1



sequciitly '), (he stniclure o f the industry altered very little between 
the late 1920’s ajid the outbreak of the Pacific war. For simplicity 
o f exposition this chapter describes the industry as it was in 1929 

The planted area at the end of 1929 was estimated by the late 
Dr. Whitford » at 7,635,000 acres in the East, and at 75,000 acres 
elsewhere. Tlie total o f 7,710,000 was made up as follows :

T a b l e  I

A nas P lan ted  w ith  R ubber a t  Ute en d  o f  1929
(T liousaiid  acres, to the nearest five thousand) •

M alaya
.......................................................... 2,125 1,030 3 155

..................................................... 490  50  540Saraw ak  . . . .  j , ,  ™
Ind ia (including B urm a).
British N ortli Borneo 
French Indo-China 
S iam  .

TotaJ 
her cour

G rand total

M atu re Immature
. 2,475 470
. 2,125 1,030

490 50
85 175

130 40
80 40

100 195
35 115

. 3,520 2,115

T ota l
2,945

260
170
120
295
150

o .h e ;ru n .™  : : ;

7,710 '

ms, and to

m osfdrTh were based o,t official estimates,
that of t^ i^^  F r  approximations, while
N E I  ar ' r  l' consequently o f the total
N.E I area) was largely a guess. Dr. W hitford’s estimates gained

R « L r c “ T D a rtm  Commercial
™ G a , s Association

■Th .  ̂ * e  immature acreage
chajg^'b. °id "  ■

— j  ±934 by Rubber ‘ i>28
1 matcriaJ. Tables I and II of Uiis^J Amcnca fR .M .A .), contain
W hitforcl’s R^fiort on PlanUUion Hubber 19303 - — V-. i.o/tKtfwn nuDOer W30. ------

be f o U o 'S t  n  “ “ win no.

u. have beeo too W .'w h k h  M  1,'““  "“ '“ '■“ '“ ‘y  ' “™ed out
lation. At U,e end of 1929 Uic planted ^ « g “-
acrcs m cxcess of Dr. Whitford’s figures. 100,000



was, however, below that o f the R.G.A., whose statisticians 
estimated it at 2,700,000 acres. Dr. Whitford seems to have over­
estimated the mature N.E.I. native acreage in 1930 and corrcs{x>nd- 
ingly understated the immature acreage. In the light o f subsequent 
information an estimate of 5,200,000 mature and 2,600,000 imma­
ture acres at the end of 1929, though probably conservative, seems 
as close as possible—always remembering the uncertainty of the 
native area in the N.E.I.

The comparatively small immature acreages in Malaya and 
Ceylon, which were accurately estimated, deserve some explanation. 
They reflect the policy pursued under the Stevenson restriction 
scheme (1922-28), when new planting was not prohibited but was 
officially discouraged, and with few exceptions no land was 
alienated for rubber planting. New planting was thus confincd 
to owners o f land to which a title had already been issued, but 
which was not yet under rubber. This was either land planted 
with other crops, or unplanted land held in reserve. Estates 
undertook some new planting on unplanted reserve land, 
which many of them had. Smallholders rarely have unplanted 
reserve land, and much of the planting they undertook was on 
land which had been under other products, chiefly coconuts or fruit 
trees ; they thus had to sacrifice another source o f income to 
plant rubber. This policy much restricted die scope of new planting 
in Malaya and Ceylon.

Dr. Wliitford's division of the total acreage between estates and 
smallholdings was also largely based on official figures, but again 
with the important excepdon of the N.E.I. His figures are as 
follows ;

T a b l e  II

P lan ted  Area a t ih e end  o f  1929 d ivid ed  betiveen EstaUs and Sm allhold ings
(Thousand acrcs, to t i l?  nearest five thousand)

M a la ya  
N .E .I. .
C eylon 
Sa raw ak  .
Tndiu (including Bunn a) 
B ritish  North Borneo 
Frcnch Indo-G hina . 
S iam

EstaUs S im llh o ld in g s
1,775 1,170
1,355 1,800

370“ 170»
10 250

115 55
75 45

295 _
150

3,995

“ The division of the Ceylon area h  nol Dr. VVbiiford’s butis baed  ona  1930 R.G. A. 
eaumale, which was broadly conQrmcd by subs«iuent information.



sequently ‘), tlu; structure o f the industry altered very little between 
the late 1920’s and the outbreak o f the Pacific war. For simplicity 
of exposition this chaptcr describes the industry as if was in 1929 

The planted area at the end o f 1929 was estimated by the late 
Dr. W hitford» at 7,635,000 acrcs in the East, and at 75,000 acres 
elsewhere. The total o f 7,710,000 was made up as follows :

T a b l e  I

Areas P lm led  w ith  Rubber a t the en d  o f  1929
(Thousand acres, to the nearest five thousand) «

, ------- -----------T ota l
M alaya
N .E .I

Ind ia (includ ing B urm a).
British N orih Borneo . . ou i 9n
Frcnch Indo-G hina . . jo o  J9 5  295

Total 
her cour

G rand total

M atu re Itm u iltire
. 2,475 470
. 2,125 1,030

490 50
85 175

130 40
80 40

100 195
35 115

. 5,520 2,115

2,945
.......................................................... 2,125 1,030 3,155

....................................................  490 50 540
Saraw ak  . . . .  a s  17^ 260

170 
120 
195 
50

7,535

7,710 '

iadkatclkb, approximatb,,,. a,.d to

r ,  Of tte  N F r “  “  -P P -xim ation .. w hilj
N F l  V r^ 1 1' " T "  consequently o f the total
w ide ™  f  ^ estim ates gained
R e L r c T  n  t by the G om m creial
( R G A l .  H isfi Association

■ l-iv. I ' '  *■' " " “ atu re  acrcagc
i r “ L - 3 ^

by U.. R u b to  ' “28
much vaJttttSiir.material. Tables !  and IT cX , . (R .M .A .), coniain

be fo lio 's  h c r T r ^
«nd a t e  1934 some impom^ g„ r e m tS  „olTl' 'eS“l*l.<'n.
N.E.I. natives and  of S iam . o f the p lan ted  a re a  o f  ih r

to have been loo low. S !  w t j '» T O ?o m r tL ”' ! ‘“ f ' “ '“ ''‘■"“ '•ly  ‘um ed out
l«uo„. A . the end of 1929 the p L “ r a v r ? r  f T ”  V " "  » f  rubber tegu-
•cres m eltcejs of Dr. Whitford’.  figorei. Smm were each about 100,1X10



was, however, below that o f tVie R.G.A., whose statisLiciaii.'i 
estimated it at 2,700,000 acres. Dr. WhitFord seems to have over­
estimated the mature N.E.I. native acreage in 1930 and correspond­
ingly understated the immature acreage. In the light of subsequent 
information an estimate of 5,200,000 mature and 2.600,000 imma­
ture acres at the end of 1929, though probably conservative, seems 
as close as possible—always remembering the uncertainty o f the 
native area in the N.E.I.

The comparatively small immature acreages in Malaya and 
Ceylon, which were accurately estimated, deserve some explanation. 
They reflect the policy pursued under the Stevenson restriction 
scheme (1922 -28), when new planting was not prohibited but was 
otRcially discouraged, and with few exceptions no land was 
alienated for rubber planting. New planting was thus confined 
to owners of land to which a title had already been issued, but 
which was not yet under rubber. This was either land planted 
with other crops, or unplanted land held in reserve. Estates 
undertook some new planting on unplanted reserve land, 
which many of them had. Smallholders rarely have unplanted 
reser\-e land, and much of the planting they undertook was on 
land which had been under other products, chiefly coconuts or fruit 
trees ; they thus h.id to sacrifice another source of income to 
plant rubber. This policy much restricted the scope o f new planting 
in M alaya and Cevlon.

Dr. Wliitford's division of the total acreage between estates and 
smallholdings was also largely based on ofiicial figures, but agam 
with the important exception o f tlie N.E.I. His figures are as 
follows :

T a b l e  II

P lan led  Arm at the end  o f  1929 d ivid ed  helzvem  Estates and Sm allholdings
ri'housancl acrra , lo Ihe nearest fivi; (.Koujand)

M a la ya
N .E .I.
C cylo ii .
S iiiavvak .
Ind ia  (im lu d in g  Burnui) 
BiilLsh North lk)rrKXi 
French Indo-Chiiia  . 
S iam

Estates S inallholdings
1,775 1,170
1.355 1,800

370* 170-
10 250

115 55
75 45

295 —

— 150

3.995 3,640

■* The division of thr Ccvlon arra  is not Dr.\Vhitlord’s but is based on a 1930 R .G.A. 
esiimalc, which waa broadly confimicd by subs«iuent tnfurniution.



^  t h e  r u b b e r  i n d u s t r y

Thus in 1929 according to these figures 52 per cont o f the

i T i l i a n 'a c r e a g e s  and the smallholdings area in Ceylon and the 
N E I  were all substantially under-estimated it is certain * a t  at 
‘the end o fl9 2 9  smallholders owned over one-half o f the planted area, 
“ at the Asiatic-owned acreage was over 60 Per cent o f tlie total 

The distinction between estates and smallhoWings has been of 
great importance since the earliest days o f the industry. The 
HUtes are large or at least fair-sized umts o f several hundred 
or several thousand acres each, operated m th substantial capital 
and employing large labour forces in receipt o f a feed  daily wage 
The majority o f the smallholding acreage is in the hands o f peasant 
proprietors, each with a holding of, say, two to acres, who 
work with family labour, occasionally being assisted by outside 
workers paid on a share basis. In some of the producmg territories 
much of the acreage officially classed as smallholding is 
holdings o f 15-100 acres each, usually tapped vvith the help ol 
outside labour, either on a share basis, or m receipt o f P'ece-r^es 
and paid according to the amount o f rubber brought m. This 
tvpe of property is sometimes kno\'m as a medium holdmg, and the 
CTcater part o f the acreage is owned by absentees, non-resident 
buanessmen, artisans and tradesmen, or Indian moneylender. 
Even when the smallholdings or medium holdings rely on outside 
labour, their dependence is appreciably less than that o f the estates 
and is generally confined to tapping only.

The estates, especially the European-owned estates, also differ 
from smallholdings and medium holdings by the adoption o f an 
elaborate hierarchy for the production of rubber (to be rc\dcwed 
subsequently). Putting it briefly, cultivation, tapping, manufacture 
and packing are carried out by outside labourers ; above iho 
lalxmrcr there stands the foreman, over the foreman the conductor, 
wIk) is supervised by ihe assistant manager, who in turn has a 
manager above him ; on European-owned estates the further stages 
in the hierarchy includc visiting agents, engineers and accountants, 
the ^ cn cy  house, the secretarial firm, the board o f directors and 
the shareholders. The list is not complete. On smallholdings and 
medium holdings the identical commodity is produced by tlic ov^iier



and his family, assisted perhaps by a few share tappers or contract 
tappers, possibly under a Chinese kepala (foreman).'

The great bulk o f the estate acreagc is European-owned» ; 
in M alaya about one-quarter o f the estate area is in Asiatic, largely 
Chinese, ownership. The smallholdings and medium holdings are 
in Asiatic ownership ; in the N.E.I. (where there arc few medium 
holdings) the holdings are practically all in Indonesian hands ; 
elsewhere a varying but generally appreciable proportion is in 
Chinese or Indian ownership. Apart from the N.E.I. it is, there­
fore definitely inaccurate to refer to all smallholders as natives. 
There is a certain similarity between the larger medium holdings 
and the Asiatic-owncd estates in methods of finance and technique 
of production ; but on the whole the distinction between estates 
and smallholdings has always been clear.

Although the official line o f division between estates and smaU- 
holdings has varied somewhat between different territories, it has 
generally been drawn at 100 acres.“ From fragmentar>- data it 
would appear that in the late 1920’s and in the 1930’s, between 
one-third and one-half of the total acreage in Malaya officially classed 
as smallholdings consisted o f holdings o f between 15-20 and 100 
acres each, and that about four-fifths or five-sixths of the acreage 
of medium holdings was Chinese-owned. In Malaya the great 
majorit>- o f Cliincse and Indian owTiers o f smallholdings are absentee 
owners o f medium holdings. V eiy few of the Chinese and Indian 
estate labourers have had the opportunity of planting and developmg 
rubber smallholdings, partly because o f the ban on the alienation 
of land for rubber planting from 1922 to 1928 and again since
1930 and partly because o f the reluctance o f the authorities to 
aUen’ate land to this type of owner ; lack of capital for the acquisition 
of land and the development of the holding was also a factor, but 
one of subsidiary importance. In Ceylon, Sarawak and Siam the 
proportion o f medium holdings within the general smallholdm^ 
acreage was probably o f the same order as that in Malaya.® The

> In discmsioo. of the n^bbcr reftr«,ccs to u ^ \ y  i n c i t e
the comparatively smaU Americaii- and acreage, .^though the
largest single unit in the rubber industry is AmericanKJwned, only about 5 per cent, of 
the estate acreage b  in American hands. ^ ^

» In the N.E.I. the offic.aJ distiiKiion was based on d ifferenc« of 1 ^  
the local populauon held lai>d on uiles > h « e  these err issi«ed^ o fa  difrereW ^  
those ia su ^  to other ô ■̂ner5. lends further jusDhcat^oQ to the use of ihe trnu
■ r .f c m .8  .o s ^ U h o l t e  N.E.I. ; i .  »  *1 »  m .co o rfim c  w ,*

o S i o ^ r a c u ^ ^ ^ ^  by occasionsJ British and U .S. com ul.r rcpora imd by 
coiiduatfd for the adnunistraiion of rubber restriction.



ownereliip o f a property o f over 15 acres, or o f several smallholdings 
totalling more than 15 acres, would generally lift the owner above 
the peasant class, and it is thus misleading to regard the official 
smallholdings acreage as entirely in the hands o f this class.i In 

Icontrast, the bulk o f N.E.I. native acreage is owned by peasant 
proprietors, each with a few acres.

I t  is often implied or suggested that the bulk o f the small­
holding area is to be found in the immediate vicinity o f the 
villagers' houses. This is incorrect. There arc often rubber trees, 
or patches of rubber trees, around the villagers’ houses, frequently 
interplantcd with fruit trees. Though the aggregate acreage of 
these patches is not inconsiderable, it is only a small part o f the 
total area, which mostly consists o f entire stretches o f rubber, 
starting usually some little distance behind tlie M alay dwellings, 
and often separated from these by a belt o f padi fields. The trees 
in the villages enjoy the advantages o f a regular supply o f fertiliser, 
but this seems more than offset by their greater age and by the 
effect of much worse tapping. The rubber in the extensive stretches 
some distance from the villages is generally much better than the 
patches in the villages. This applies quite clearly botli to Malay 
and to Chinese holdings in most o f the important rubber-producing 
districts o f Malaya, and the difference is often very striking.

The difference in the condition o f the holdings in or around the 
villages and the much larger stretches o f smallholders’ rubber in 
the interior is one reason, though not the only one, for the inade­
quacy o f roadside observation (which was used for many purposes 
by the authorities, as well as by unofficial observers) as a source of 
information on smallholders’ rubber. Reliance on data from 
holdings near the roads is likely to provide biased samples. Such 
holdings are often planted on land with a previous history o f culti­
vation and were usually the first to be planted in the neighbour­
hood. Their trees, apart from being older than those further in 
the interior, usually suffered most from the bad tapping o f the 
early days. Moreover, tlie holdings nearest to the roads are 
generally rested less than those in the interior, being last to go out 
of lapping during a slump or at low rates o f release under restriction, 
because o f the lower transport costs to the nearest dealer or larger

‘ In accordance w ith  general ofFifial practice, in tlii* study aJl properties of under 
100 acres will be referred to aa tm allho ld ing* ; where a distinciion is necessary, however, 
the smaller holdings, owned by resident owners and generally operaled without outside 
labour, w ill be referred to as peasant lioldings and the larger smallholdings, generally 
employing sonic ouuide labour, as medium holdings. The peasant holdings of resident 
owners correspond mure or less to iht- native lioldings of p<>pul:»r parlancc.



village. Again, in many districts Chinese smallholder followed the 
Malays, and the better Chinese holdings He behind the Malay areas. 
Moreover, the rubber trees in and around tlie villages are often 
tapped by the wife and children of the smallholder, while die 
homogeneous holding in the interior is tapped by the owner or by 
a professional tapper. Similar considerations apply to the small­
holdings near the principal rivers and thus to the value o f riverside 
observation.

To conclude this brief preliminary discussion o f the different 
classes o f rubber producer with a comparison in terms of output, 
49 per cent, o f the 1929 production camc from estates owned 
bv European and American interests, 7-5 per cent, from Asiatic- 
owned estates, 40-5 per cent, from smallholdings, the remaining 
3 per ccnt. being wild rubber.’

The limitations of the acreage figures already given, and of 
others to be given subsequently, should be clearly realised. Most 
rubber statistics have always been prepared for business men who 
have a deep raisirust o f round figures, believing these to be evidence 
o f careless work. Hence the pseudo-accuracy o f many rubber 
statistics which sometimes becomes quite grotesque as, for instance, 
when in roundabout estimates o f the approximate native rubber 
acrcage o f a N.E.I. residency the precise number of trees in that 
area is given to the nearest digit. The worst example o f pseudo­
accuracy occurred during the currency o f regulation, when in 
1934-36 a rather haphazard tree census in Sumatra and Borneo 
(whose rubber-growing residencies are several times the size of 
Great Britain) claimed to have found 582,365,725 trees, and from 
an estimate o f the average density inferred that the area totalled 
1,683,328 acres. Subsequent experience o f the hazards of this 
kind of estimating has not led to any improvement. In 1939 a 
more detailed sur\'ey o f these residencies was started ; results so 
far, based on 46 per cent, o f the area, show that the original estimates 
understated ihe actual area by about IJ million acres, one-half 
o f the total area. But the revised figure o f acreage is given as 
3,179,092 acres ; the figure is probably subject to a margin of error 
of at least half-a-million acres or more.

All the main elements reviewed above are subject to some error. 
The estimate o f the total acreage under rubber is hazardous, 
particularly because no really reliable figures o f the N.E.I. native 
acreage or o f the total planted area o f Siam have ever been

’ Dr. Gforge Rae, in a paper read b«fore th e  M idland Seciion of ihe Insiiwtion i.-fihe 
Rubber Industiy, Ja jiiin ry 1931.



ascertained. Again, the agc-distribution of the planted acreage and 
the proportion which had reached maturity by any given time are 
often conjectural. In the larger territories the planting season is 
between Octobcr and the end of January, and an area planted, say, 
in Januai-y 1925 but prepared for planting in the autumn o f 1924 
would often be classed as having been planted in the earlier year. 
Moreover, with the doubtful excepiton of the F.M.S. smallholdings 
since 1921, the estimates o f the age-composition o f smallholders’ 
rubber throughout the East have always been precarious.

The figures which have been given are thus intended to convoy 
only the general order o f importance o f the various classes of 
producer. With the exception of the planted area o f the N.E.I. 
native producers they are adequate for this purpose.

II

Output figures are available only for M alayan estates and small­
holdings, and for estates in the N.E.I. ; for other territories exports 
are regarded as equivalent to production. The figures for 1929 
are as follows ;

T a b l e  III

Output o f  R ubber {Net Exports ex cept f o r  M alaya  and  
N .E.I. Estates) in 1929

(long tons)
M a la ya  estates .

sm allholding? .

N .E .I. estates
natives .

Ceylon 
Saraw ak  .
Ind ia  (includ ing Burm a) 
British  North Borneo . 
French Indo-China 
S i a m. . . .

24<3,000
:ioo,oou

152.000
107.000

446,000

259,000 
80,300 
11,200 
13,400 
7,400 
9,500 
4,300

831,100

“ b S :  26,000

The total output came from a very large number o f independent 
producers. The R.G.A., which was the most important association 
of producers had a membership o f some 600 companies, including 
a number o f local companies as well as practically all sterhng



companies (enterprises domiciled in the U .K . and in a fev,’ instances 
in Eire). In 1930 tlic 600-odd companies produced 265,000 tons. 
The output o f the largest was three-quarters o f one per cent, of 
world production ; four or five British companies each produced 
about one-half per cent, o f world output. Two companies controlled 
by manufacturers and a few Dutch and Franco-Belgian companies 
were as large as, or even larger than, the biggest o f the sterling 
companies, but none had an output exceeding 2 per cent* o f world 
production.^ Nor would the general picture be greatly modified 
if the secretarial or agency firms (and not the individual companies) 
were considered, as the five largest secretarial group>s together 
accounted for only about 9 per cent, o f the total 1929 output and 
for about 15 per cent, o f total estate production.

The comparatively small size o f individual units can also be 
shown by acreage figures. The arithmetic mean and median of 
the 1929 acreages o f sterling companion whose reports and accounts 
are summarised in the 1931 issue o f Rubber P rodu cing Companies (the 
official year book of the Mincing Lane Rubber and Tea Share­
brokers’ Association) are given below :

T a b l e  IV

P lan ted  A creage o f  S terlin g Rubber Companies O perating in  Various 
T en i lo r ie s  (financicd years ending between 1st Ju ly  1929- 

and 30th June 1930)
A riihmelic m ean  ® Aledian “ o/

o f  p lan ted  area  p lan ted  area
T err iio ty  {acres) {acres)

M a la y a  . . . .  2,876 2,010
S u m atra  . . . .  4,563 2,580
J a v a ....................................................  3,775 2,159
C e y lo n .................................................... 1.546 1,016
O ther territories . . 2,519 1,676

.Ml territories . . 2,812 1,906
* The few very large companies (eacli wilh about one-half to ihrce-quariers of one 

per cent, of world esiaie acrcage). and in Ceylon the many very small companies, largely 
explain the divergence between the arithmetic mean and the median.

The figures refer to companies ; the average size of estates was 
appreciably smaller as most sterling companies owned several, often 
widely scattered, properties. To facilitate comparison with other 
industries, it may be mentioned that the average capitalisation of 
rubber companies is of the order of ^^50 per planted acre, and the 
capitalisation of the bulk o f sterling rubber companies was (and

» These figures still applietl in 1941.



Still is) about ^'100,000-200,000, and that o f the few VC17 lurgc 
Brhish rubber companies is only about ,000,000-1,500,000, 
Speaking very broadly, the 1929 output o f the ‘ average sterling 
company ’ (whether arithmetic mean, median or mode) was around 
400-500 tons in M alaya and the N.E.I. and 250-300 tons elsewhere, 
against a total world estate rubber production of about 500,000 
tons. A  ton o f rubber was worth about {̂̂ QO c.i.f. consuming 
countries at the dme, so tliat the annual output o f the general run 
o f sterling companies was worth about ^^30,000-40,000.^

The number o f ‘ units o f control ’ on the estate side o f the 
industry ran into several thousands, while the smallholders interested 
in rubber numbered probably one million or more. These figures 
did not alter greatly between 1930 and 1941, except o f course 
through the advent o f regulation which superimposed a monopoly 
on a perfectly competitive system.

Although no rubber company owned more than about one per 
cent, o f the total planted area around 1929-30, the range in size of 
individual units was nevertheless ver)' wide. In 1929 sterling 
companies ranged from a few hundred to 31,500 planted acres.* 
The Dutch companies operating in Ja v a  were on the average even 

‘smaller than the sterling companies. At the end o f 1929 the 
total rubber estate area in Ja v a  o f 556,000 acres belonged to 546 
company-owned estates. The very few large rubber producers 
in Ja v a  were sterling companies. The few big Dutch, Franco- 
Belgian and American companies (the largest with a planted area 
of about 90,000 acres) operated in Sumatra.

The large number o f companies and their wide range o f size 
has been much discussed since the 1920’s, with particular reference 
to the responsibility o f the secretarial and agency lirms for the 
multiplicity o f small companies. The multiplication o f secretarial 
and directors’ fees was not the original cause o f the small size and 
large number o f the rubber companies, which can be explained 
chicfly by the rapid growth o f a hazardous industry. Eastern 
merchants and enterprising individuals developed the early estates

' The locally cfwncd companies were evca siimller ; none or these had even oti< - 
qiiaricr of one per cent, oithe world iicreage. Sixty-onc locally dom irilca public M alayan 
companies were analysed from various publications of M alayan stockbrokers. ’I'h-' 
arithmetic mean of their 1933 planted anta was 1,190 acres and the median 1,285 
acrcs. These were generally the larger and more important local companies.

Public companies and privately owned Chinese estates account for almost the entire 
M alayan estate acreage. The Chinese estates are individually much s.iiallor than ihc 
great majority of properties owned by public companies.

• Dunlop PlantaUons was much larger (some 80,000 acrcs) ; most of its nibbcr 
was still immature at the lime.



and subsequently floated these as companies. Tlic picucers were 
unable or unwilling to develop very large estates, as the future o f 
the industry and the technique o f cultivation were entirely con­
jectural. The investor, too, preferred to spread his risk by invesdng 
in a number o f companies. Once established the system covild 
not be easily unscrambled, with neighbouring properdes in difFercnt 
ownership and interspersed with nadve or CWnese holding. 
Moreover, the economies o f large-scale production in rubber grow­
ing are o f minor importance.

A t the same time, there is no doubt that the maintenance of a 
large number o f separate units has been to the advantage of the 
secretarial firms, which were therefore generally inclined to oppose 
amalgamation o f small units, even where this would have been 
feasible. The interests of the secretarial firms were also reflected 
to a certain extent ii? the investment policy o f the rubber companies. 
A n examination of rubber company reports and accounts frequently 
reveals, under the heading ‘ other investments large holdings of 
other plantation company shares or investments in tin-mining 
companies. Tliese are invariably in enterprises managed by the 
same secretarial or agency house. The liquid funds o f one com­
pany in the secretarial group are used to facilitate the formation of 
another company, to ensure that tlie latter will be managed and 
its produce sold by the same secretarial and agency firm, and that 
its directors should be those o f the secretarial firm or their nominees. 
In practice, several companies \vilhin a group would taJce up shares 
in another eastern enterprise, so that the latter would not be a 
subsidiary o f any other company within the meaning of the Com­
panies Acts. This use o f their fimds has hardly been in the best 
interests o f the rubber companies. Tropical agriculture is a nsky 
business, and to invest the surplus funds o f a rubber company in 
other plantation ventures (usually rubber companies) seems difficult 
to justify, especially as they are generally all prosperous or depressed 
at the same dme. I f  it be tliought desirable to invest their surplus 
funds in rubber or other forms of tropical enterprise, then cleariy 
the logical line o f development would be simple expansion. These 
‘ other investments ’ have served to multiply directorships and 
secretarial and agency fees ; they haVe also given the secretarial 
firms an even more complete grip on some of the companies, since 
the companies holding shares in other enterprises \wuld provide 
sufficient proxies to overcome all possible opposition. While 
several successful and prosperous enterprises have been assisted by 
this use o f rubber company funds, it has undoubtedly led to abuses



and has been cv conlnbulory cause o f tlic financiai stringency of 
some rubber companies. Before censuring the secretarial firms for 
this procedure, it should be remembered that it is far from unknown 
in other branches o f modern industry.

ITI

During 1929 costs were appreciably rcduccd on estates in Malaya 
and Ceylon. Much Iiigher yields than had been expected followed 
the withdrawal o f the Stevenson scheme,^ and by the end of 1929 
it was evident that they could not be explained in terms o f flush 
production, as was believed at the time. The real reason lay in 
the technical progress which had taken place between 1922 and 
1928j and whose effects in M alaya and Ceylon were masked by 
restriction. Further substantial improvem ent^in technique were 
introduced in 1929 and early in 1930 and, w th ou t as yet any 
reduction in salaries and wages, appreciable economies had been 
effected between the middle o f 1928 and the beginning of 1930.

A fair amount o f miscellaneous information is available on estate 
costs in 1929.S The returns to the Commercial Research Depart­
ment o f the R.G.A. are the most comprehensive and most coiv 
sistently compiled data.^ Around 1929-30  the returns were re­
ceived from about 330-350 companies; the number varied slightly 
from year to year. In 1929 these returns covered about one 
miDion mature acres {some two-thirds o f the mature area owned by 
sterling companies) with an annual output o f about 160,000 tons,

‘  This was a  compulsory restriction schemc in force in M alaya and Ceylon from 1922 
to 1928. The Dutch remained outside the scheme, which collapsed after driving thic 

inordinate levels. It had far-reaching lepercussions. The famine prices of 
1925-26 sumulated the enormous expansion of the N .E .l. native acreage, now belicsed 
to_«^ual Ac entire planted area of M alaya. In Amcrica it  engendered a  hostility lo 
Bntish rubber producers whictr has not yet disappeared.

» The familiar difficultits of estimating costs o f output are enhanced in rubber by 
vanous consid^ations. Tliia subjccl is treated in ' Rubber Productiotj Costs during liic 
f g S !  and ‘ Notes on Cost >. Economica. Alay

li j L T i f  '* " “ 8 i .  r e v ic c d  that the



of which almost exactly 100,000 tons were produced in 1929 by 
companies with fiscal years ending in the last quarter of the year. 
The average (arithmetic mean) all-in costs for 1929 o f these last- 
quarter companies was 5-93rf. per Ib., including 0-35t/. for deprecia­
tion, but excluding freight and selling charge as well as amor­
tisation. The costs o f companies whose fiscal year ended during 
the first half o f 1929 were about 0*5rf.-0-6(/. higher as these were still 
affected by restriction during the closing months o f the Stevenson 
scheme.

T he E conomist o f 10th May 1930 listed 103 rubber companies 
(virtually all larger units or members o f the leading agency groups) 
which had shown their f.o.b, and/or all-in costs in their last published 
report. M any of these covered operations in 1928-29. The 
arithmetic mean o f these f.o.b. costs was 6-15</. and the mean of 
the all-in costs 6-64t/. The latter frequendy, indeed almost 
generally, included freight and selling charges omitted from the 
R.G.A. figures.

From the 1930-34 volumes of Rubber P rodu cing Companies it 
appeal^ that 64 companies consistendy disregarded a recommenda­
tion by the R .G.A. and continued to publish their costs throughout 
the slump. They were almost all small companies or companies 
outside the larger secretarial groups. There was an overlap of 
only two companies between these and the 103 companies whose 
costs were reviewed in The Economist. For fiscal years ending 
during 1929 the fo.b. costs o f the smaller companies averaged
6-15 /̂. and their all-in costs 6-76«f., again including freight and 
selling charges. They were thus virtually identical with the average 
of the costs summarised in T he E conomist. I f only companies with 
fiscal years ending in December had been chosen and freight and 
selling charges excluded consistently, the costs o f the companies 
listed in The E conomist and o f those extracted from Rubber Producing 
Companies would have approximated very closely to those o f the 
R.G.A. returns.

Thus all-in cash costs o f sterling estate producers towards the end 
o f 1929 were very generally around ^ d .- ld .  perlb., landed London. 
The figures are much in accordance with Mr. Rowe’s estimate * 
o f6rf. as the all-in cash cost per lb. o f Malayan sterling companies at 
that time. The general run o f f.o.b, costs was around of
which about half were direct costs and 50-60 per cent. labour costs 
(some indirect costs were also labour costs). Depreciation and 
amortisation charges may have required the equivalent o f about

* London ajid Cambridge Economic Scrvicc, Special Mtmarandum, No. 34. p. 76.



ld .~ \ y .  per lb,, suggesting all-in costs of about 8if.,o r slightly less. 
The costs o f Dutch companies were, on the whole, much the same 
as those o f the steriing companies, though some important Dutch 
and American enterprises in Sumatra produced more cheaply, and 
by 1930 a few Dutch companies had remarkably low f.o.b. costs. 
Among sterling companies those operating in M alaya were the 
cheapest producers ; many sterling companies in the N.E.I. had 
high costs, compared both to their M alayan rivals and to their Dutch 
and American competitors in the N.E.I. Costs in French Indo- 
China were still high owing to the comparative immaturity of the 
estates. Direct costs were relatively high in French Indo-China 
and India and low in Java.

There does not seem to be much relation between costs per lb. 
(on the 1929 figures) and size o f company as measured by mature 
acreage. The 1930 and 1931 volumes of R ubber P rodu cin g  C om pm m  . 
give sufficient information of tlic costs and the mature areas of 150 
companies (providing 84 instances o f all-in costs and 110  o f f.o.b. 
costs) for the purposes o f correlation analysis. No significant corre­
lation could be found. Size and costs have also been compared for 
45 Malayan dollar companies on the basis o f data derived from a 
circular issued by a Singapore firm o f stockbrokers. Here again 
there was no significant relation.’-

On the other hand there was in both instances a significant 
negative correlation between costs and yield per acre, which is in 
accordance with expectations. This serves pai'tly to explain the 
absence o f any significant correlation between size and cost. The 
smaller companies were apparently no more likely to lose their 
soil through erosion, or to have selected poor land, than the larger 
units. The economies o f large-scale production are not much in 
evidence on rubber plantations, and the savings to be achieved 
through greatly increased acrcage supervised by each manager or 
assistant, and through centralisation of factory operations in one 
factory on each property, were not generally realised until the 
1930’s. The above comparisons are, o f course, between companies 
and not between estates. The majority o f the larger Malayan 
companies comprise a number o f often widely-scattercd estates or 
divisions, while several companies had estates both in M alaya and 
in the N.E.I. Such companies would still benefit by the spreading 
of London expenses and of other small items over a larger output 
but otherwise would derive little advantage from their size.

* The resulu of a correlation anal>-8is based on more recent and comprclK-inivf 
data will be found below, p. 272.



THE IM PACT OF THE DEPRESSION ON M ALAYA  
AND THE NETHERLANDS EAST INDIES

Th e  post-war boom for most primary' producers, particularly in 
the East, was in the early twenties or mid-twenties. Govern­

ment revenues, foreign trade figures, wage movements, profits 
earned and dividends declared, all point to the year 1929 as one of 
fairly stable conditions in the plantation rubber industry and the 
territories dependent on it. In spite of ihis, most of the Malayan 
administration reports referred to the year as one o f difficulty, 
or even o f depression for rubber and tin. The full onset of the 
depression was, however, not felt until the W all Street crash.

W ith the data now available it is impossible to compile com­
prehensive figures of, say, national incomes. For Malaya, however, 
where the dependence on rubber was greatest, certain important 
elements of the national income can be re\iewed.^ The gross 
value o f ihc 1929 output o f -Malayan agriculture (excluding the 
output o f fisheries and of forest products) is estimated at 430 ±  20 
million Straits dollars o f w^hich rubber accounted for 344 millions ; 
for 1932 the estimate is 130 ±  15 millions, including 66 millions 
for rubber. The gross value of mining output in the t\vo years 
was approximately 138 and 46 millions, including tin at about
122 and 40 millions.* These figures show both the importance of 
rubber and tin in agricultural and mining output, and the part 
their collapse played in the Malayan slump.

In the special conditions of the primar>' producing countries

‘ The calculaiioTis underlying thctc wtinaatw are discussed in  Appendix A.
* When no great accumc>- is required the following ‘ ready reckoners ’ may ̂  of use 

in converting the various currenciw referred to in iliis study. One Straiis cent is 0 -2^ ., 
and can be taken as plus 10 per cent., while Straits dollars are converted into sterling 
(exactly) by dividing by 10 and addijig one-sbcth- Pence can be coQvcrtcd into Straits 
ceaiia by multiplying by 3^. Until September 1931, 7 guilder cenu almost cxactJy 
equalled 5 Straiis cents, and subject to day-to-day fluctuations after September 1931, 
one S tra iu  cent equfillcd approximately 0-9-1 gtiilder cent. One rupee cent equals 
two-tbiitJs of one Straits cent. Until September 1931 one U .S. dollar cent was almost 
exactly one halfpeimy, and one French franc 2d. From 1934 to 1939 one U.S. cent 
w a s  rvorth about onR halfpenny, while at the rate t.f excha»^e which has ruled smce 
September 1939, 5 U .S. cents are worth i J .
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1929 1930 1931 1932 1933
338 202 118 83 108
202 108 54 37 58
117 77 51 31 37

generally, and of M alaya in particular, foreign trade figures are 
useful indices o f important aspects o f the national economy. For 
Malaya, complications are introduced by the division into Straits 
Setdements, Federated M alay States and Unfederated Malay 
States. Net export and import figures are available for the F.M.S. 
and the most important U.M .S., but not for M alaya as a whole, 
since the authorities considered that the importance o f the entrepot 
trade o f Singapore and Penang made it impossible to compile net 
figures. The trend of net export and import figures for Malaya 
as a whole did not, however, difler greaUy from that o f the F.M.S. 
The following table shows the decline in the value o f net exports 
from the F.M.S. during the depression.

T a b l e  I

N et Exports o f  P .M .S . P rodu ce, 1929-33 
(M illio n  S tra its do llars)

T o ta l . . . .
R ub ber an d  la tex  .
T in  and  tin-orc

Net imports into the F.M.S. declined from 190 million dollars 
in 1929 to 63 millions in 1933. The F.M.S, (and M alaya as a 
whole) were among the most open systems in the world. They 
depended on imports not only for all manufactured goods, even 
the simplest, but for oil, petrol, sugar, coffee, tin, rice (two-thirds 
of the F.M.S. rice consumption was supplied by imports), tinned 
milk (the output of fresh milk was very small), edible oils and fats, 
most o f their meat, many other foodstuffs and practically all their 
tobacco. Thus over a wide range net imports supply a reliable 
indication of consumption for the F.M .S. The figures o f net 
imports in Table XI all relate to commodities o f which there was 
no, or only negligible, local production.

The severe reduction in consumption, affecting all classes and 
races, presents an instructive contrast with the experience o f Britain, 
where real consumption was well maintained during the slump.

The sharp fall in export values shown in Table I was almost 
entirely due to the collapse o f rubber and tin prices. The Singapore 
price 1 o f rubber averaged 34^ cents per lb. in 1929 and only 7 cents 
in 1932, while tin fell from 104 dollars per p ikul (133| lb.) to an

* Unless otherwise ipecificd, refer«*nces lo the price of rubber throughout this study 
are to the spot price of standard quality ribbed smoked sheet.
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T a b l e  I I

Sundry Net Im ports into the F .M .S ., 1929-32
1929 1930 1931 1932

449 342 215
3 ,8 0  i 2 .9 6 9 1 ,852

8 ,6 5 7 6 ,4 1 7 3 ,2 7 8
390 249 179
234 148 115

24 ,9 6 9 19,843 18,107
21 16 14
48 33 23

1,990 709 249
1,441 491 175

T inned  m ilk  ; thousand c a jc i ^ 7
T ea  : thousand Ib- .
T o b a c c o , c ig a r s , c ig a r c t le s  ;

thousand lb ..........................................10.713
M a tc h es ; ten m illions.
B e e r  a n d  a le  : th o u san d  g a llo n s  . 298
C o tton  p ie c e  goods : th o u san d  y a rd s  iU .U U
K ero sen e  o il : th o u sa n d  tons 
M o to r  s p ir i t  ; th o u san d  tons . 47
C y c le s  : n u m b e rs  . . . .  6 , ^
M o to r-c a rs  ; n u m b e rs  .

average o f 60 dollars in 1931 when restriction was introduced and 
prices tliereby raised. Import prices did not decline m  proportion, 
and although there were sliaqj reductions m the prices of most 
imported foodstuffs, some raw materials and some classes of manu­
factures, especiiilly those supplied by Japan, there was an appreciable 
worsening in the terms of trade of Malaya. A  calculation b^ed 
on the F.M.S. foreign trade figures shows that there was “ fall ol 
62 per ccnt. in the unit value of F.M.S. net exports compared with 
one of only 22 per cent.' in the unit value of net importe between 
1929 and 1932. For M alaya as a whole the detenorauon in the 
terms of trade was very slighdy less marked.

Although much of the deflation was borne by property ownera 
and non-resident shareholders of rubber and tin compaiucs, its

prices were regularly available, and consequen y  Tw'm-ices of these had fallen
simpler manufactured a ru c la  arc ^  manufacture;!, and so tlie
f S w t c r ; : ! a ] r u X r i t T . , l t ” r v r i o ? M a l a v a n  

ably ovcntatei ilic  decline in the unit v-alues of imports. ^



efFcct on the earnings o f salary and wagc-earners was spectacular. 
Between early 1930 and mid‘ 1932 daily wages o f Indian estate 
labour fell by about 50-60  per cent, and the fall in Chinese wages 
was even steeper. Earnings declined much more, as estate em­
ployment was approximately halved between the middle o f 1930 
and the spring of 1932. In many districts work (at wages 50 per 
cent, below the 1929 levels) was available only on four or five days 
a week, while worken’ dependants became unemployed. Taken 
together, these factors sugg^t a decline in pay-rolls o f about 80 
per cent. W hile the cost o f living o f the Asiatic population also 
fell sharply, the decline was not in proportion to wages, let alone to 
earnings ; it may be estimated reasonably accurately at around 
40 per cent.^

Public finance figu re  are also o f some use as an index, albeit 
only a  partial one, o f the deterioration in economic conditions. 
For fiscal purposes the S.S., the F.M .S., and the various U.M.S. 
are separate administrations. The figures for the F.M .S. are most 
suitable for the present purpose.

T a b l e  III

F .M .S . Government R evenue and  Expenditure, 1929-33 
(M illio n  S tra its  do llars)

1929 1930 1931 1932 1933
Revenue . . .  82 66  52 4 4  47
(Estim ated revenue) . (70) (83) (71) (56) (44)
Expendin ire . . .  84  82 62 54 50

s .  Cross receipts 
:  F .M .S. railways

„ ......................... --- . - ...... .................____ i Annual Reports o f the
Auditor-General and ilic Annual Reports of the C liief Secretary to tlic Govemmem.

Revenue estimates were violently upset. The 1932 F.M.S. 
revenue estimates were passed in November 1931 at 56 millions. 
Three months later an official circular revised this to 47 millions 
and in a few weeks this figure was again reduced to 42 millions. 
Two examples will show the order o f magnitude o f the decline in 
the sources of revenue. The number o f gallons o f liquor o f every 
description (excluding toddy) imported into or manufactured in 
the F.M.S, fcU from 1,668,000 in 1929 to 320,000 in 1932. The 
value of net rubber exports fell from 202 million dollars in 1929 to 
37 millions in 1932, and the effect o f this was magnified since the

“  Singapore averaged 156 (1914 «  100) in 
1929 and 99 m 1933, but «  referred to a  very much higher standard than that of the 
workiog or clenc&l classes.



ra te o f the export duty varied witli the Singapore price (at 1929 
prices it was around 3 -4  per cent, a d  valorem , while at slump pric^ 
it was one per cent.).

The substantial deficits caused much misgiving, and great efforts 
were made to improve the fiscal situation. The first steps were 
to raise indirect taxes and to extend their range. Before the 
depression the customs tariff o f the F.M.S. was very short (petrol, 
tobacco and matches, liquors and spirits only). Between the end 
of 1930 and the end of 1932 the rates were raised several times, and 
taxation was extended to sugar, all edible oils and fats, tinned milk, 
coffee, tea, fruits and vegetables, kerosene oil and textiles (including 
eventually a specific import duty on the cheapest textiles at a rate 
not far short of 100 per cent, a d  va torem ), while many other manu­
factured articles also became liable to duty.

The general impoverishment and the mass repatriation of 
estate and mining labour affected the consumption of the taxed 
artic le  sufficientiy to offset the increased taxation. A  retrench­
ment commission, whose report was signed in October 1932,^ 
observ'ed tliat revenue had failed to respond to increases in indirect 
taxation. Though this did not prevent them from recommending 
its further extension, in the main the commissioners relied on 
drastic retrenchment to a maximum expenditure o f 43-7 millions 
by 1933, or approximately one-half of the 1929 level. The Govern­
ment was prepared to undertake drastic measures and actual 
expenditure in 1933 was just over 50 millions.^

II

M alaya thus presented a gloomy picture during the depression 
and it is not surprising to find officials, as well as unofficial public 
opinion, deploring her dependence on two industries. The large 
imports o f foodstuflk, especially o f rice, were deprecated, and 
various measui'cs, including a temporary' import duty on rice and 
padi,® were taken to encourage Malayan rice production, as well 
as the cultivation of otiier foodstuffs.

’  The commission was appointed iii March of ihc same year. S im ikr botliei 
had been foirocd a  few months earlier iji the S.S., as wcU as the N.E.I. The fmdingj of 
the last were the gloomiest iuid even envisaged a complete administrative collapse aa a 
result of the fiscal deficit.

• Furtlier aspects of the deprcssioa, including its reflection in M alayan bankruptcy 
and crim inal statisdcs, are reviewed in ‘ Some Aspects of the M alayan Rubber Slump 
Eeonomka, Nov. 1944.

* Padi is the unhusked grain of the rice plant.



Yet M alaya’s specialisation in rubber and tin had real advan­
tages. It was agreed by all observers that in the late 1920’s the 
standard of living of aU classes in M alaya was far higher than in 
India, Ceylon or the rice-producing countries o f South-east Asia. 
Money and real wages were substantially higher in M alaya than 
in India or China ; real wages exceeded those o f South India by at 
least 75 per cent., and probably by more. To quote one authority, 
Mr. C. A. Vlieland in his R eport on  the 1921 M alayan  Census refers 
to tlic material benefits which the varied races living in Malay 
derived from the commercial prosperity o f the country. Economi­
cally, Malaya was a veritable Eldorado (Vlieland’s expression) to 
the poorest masses o f South and South-east Asia. ‘ So it comes 
about that there is a continuous stream of immigrants from China, 
India, Jav a  . . . coming to seek their fortunes in M alaya . . . 
they no less than the Europeans hope to amass in Malaya, i f  not 
a fortune, at least a competence with which to return to their 
country and live at a standard they could not hope to attain by 
remaining there.’  ̂ The benefits derived by the Malays were 
reflected in housing and health standards and in material possessions, 
including occasionally a motor-car.® This high standard was 
achieved in the face o f poor soil conditions,® and resulted largely 
from commercial prosperity. A  policy o f self-sufficiency or even 
of large-scale diversification might well have resulted in an appre­
ciable reduction in the standard o f Hving.

This dependence on two main export products rendered the 
Malayan economy very vulnerable to changes in external condidons. 
But the various Malayan administrations could have met a de­
pression by embarking on public works and/or distributing food 
at nominal cost, or even free, to unemployed or under-employed 
workers. The case for public works was strengthened by the

> RMpOTl, p. 6.
* Infonnaiion relevant to these matters can alao be found in an intcrestiiig but 

apparently little-known sericj of reports on economic conditions in ccrtain rural tpaiii 
and coconut growing) districts of Ceylon. The reports, published between 1937 and 
1944 as BuIUlins 5 to 13 of the Ceylon Bureau of Industry and Commerce, summarise 
the resulu of enquiries organised by the Ceylon Ministry of Labour. Industry and 
Commerce. The statistical technique and presentation compare favourably with most 
enquiries of this type, 'i'he poverty disclosed was appalling, and am irasted vividly 
with the conditions of the M alayan rubber-growing smallholder, or the Indian csuif 
Itbourers. The reports may be read wiUi advantage by those who deprecate the Malayan 
jmallholder-s preference for rubber, or M alaya's dependence on rubber and tin.

* ‘ Tlie basic factor controlling M alayan agriculture is the general poverty of the 
soil . . . Cultivanonofrapidly growing crops or annual food crops soon demonsu^atcJ 
the rapidity with which frrtility falls when the land has been cleared.’ S ir F. Stockdale, 
Rtporl an a Visit to Malaya, Ja ea , Sumatra and Ciylon in IB3S, p. 9.



absence o f some of the most important practical difficulties. The 
country’s balance o f payments was still favourable and there was 
no foreign indebtedness. Again, the labour force which con­
sisted almost entirely o f immigrant labourers was exceptionally 
mobile, both geographically and occupationally. Moreover, the 
alternatives were employing the workers or leaving them unem­
ployed, often in a semi-starved condition, until they had to be re­
patriated at the expense o f the Governm ent; and the repatriated 
workers were likely soon to be required again. Retrenchment was, 
however, the order o f the day ; in fact it appears that the decision 
to suspend public works was taken just when the need became most 
urgen t. K c co t d X n g i o x h t  Annual Report (qt 1931 of the Commissioner 
of Police, F.M.S. : ‘ By the middle of the year the programme of 
useful and economic works had been almost exhausted. A t the 
same lime -it was decided to restrict the output of tin ’ (with a 
resulting sharp rise in unemployment among mining coolies).

The reason for the official refusal to pursue a policy o f public 
works financed by loans was stated by the Chief Secretary to the 
F.M.S. Government in the Federal Council in June 1930. Re­
plying to an unofficial member who suggested the flotation of an 
internal loan the proceeds o f which were to have been spent on 
public works, the Chief Secretary stated that bad as was the fiscal 
situation the Government was far from bankrupt and there was no 
justification for tlie suggestion. In fairness to the Malayan adminis­
trators it must be remembered that the views expressed by the 
Chief Secretary were at that time widely held in this country' too.^

I l l

Critics o f tlie reliance o f M alaya and Ceylon on two or three 
major products were wont to refer to the Netherlands East Indies 
and their diversified economy as examples to be followed. While 
manufacturing activity in the N.E.I. was still only on a very small

* The otpericncc of Ceylon during thf. depression largely resembled that of M alaya 
and a  review of the princip^ siatiaiics would be little more than needless repetition. For 
those wishing to pursue the matter fiirlher it may be pointed out that the economy of 
Ceylon is—and was even more in 192S--33—a  predominajuly open system, and net 
imports thus serve as a  consuinplion index for many essential commodities. There were 
only three ap o r is  of any consequence ; tea, rubber and coconut products. Two seaaional 
papers printed with tlie 1933 Procttdings of the Ceylon S u te  Council throw interestii^ 
light ot» some features of Ceylon's internal economy ; the Rtporl o f  Ou Coconut Commission 
and a  memorandum by the Chief Veterinary Surgeon, Ceylon, on the principal branches 
of the country’s anim al husbandry. The fall in consumption during the depression 
is particularly well reflected in the Amual Reporu of tlie Excisc Commissioner, Ceylon.
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scale, and these territories also imported various foodstuffl, the)- 
produced jubttantial quantities o f practically every important 
produrt o f tropical agriculture and had e iq »rt surpluses o f most. 
Yet during the slump their plight was quite as bad as that cf 
Malaya and Ceylon, as rubber, tin, coHee, sugar, tobacco, copra, 
cinchona, and tea, were all overtaken by the depression.

Some o f the data are incomplete but there is no dearth of 
information to illustrate the trend o f n-ents. Foreign trade figures 
may again be taken first

T a b l e  ! V  

Net Exports and Imports, 1329-33 
rM fllion g u t ld o i)

1929 1930 1931 1932 1933
Export* . . . .  1.464 1,186 749 544 470

. . .  1,152 919  593 384  329

The. contraction o f consumption and o f economic activity- 
generally is rcficctcd in the following import figures o f certain 
commodities with small or negligible domestic production.

T a b l e  V

Sundry ImfiorU in to the N .E .I., 1929-33

C ^ a n  and cigarettcs 
B ifcu iu .
Brandy - 
G in
M atchcs
Su lphate of am m onia

Figure# from ihc official Ecmomuch Weekblad

There was also a notable deterioration in the terms o f trade. 
According to the official figures publislKd periodically in the 
Eeonomisch Weekblad, in 1932 the index of the unit value o f exports 
(1928 >= 1(X)) averaged 29 and that of imports about 60. The 
index o f rubber export prices fell furthest, to an average o f 15 in 
1932 and nine in June o f that year.

The fiscal system was more broadly based than in M alaya ; 
it included income and company taxes and a variety o f government 
monopolies, as well as a wide range o f customs and excise duties 
and land and poll taxes on the native population. The Governmeni

(Thousand m etric  tons)

J929 1930 1931 1932 1933
5 0 4-3 3-3 1 5 0-5
8-2 6-9 4-7 3-0 3-1
2-6 1-8 M 0-6 0-4
2-9 2-7 2-2 1-6 1-4

H -8 10-3 8-2 5-0 3-2
130-5 123-5 123-0 79-0 33-2



also operated many commercial enterprises, such as the famous 
Banka tin m in « ,‘as weD as rubber estate and other plantations. 
W hen the effects o f the depression began to be reflected in govern­
ment revenues strenuoiis efforts were made to increase these and 
thus to reduce the mounting deficits. Virtually every tax was 
raised repeatedly, and customs and excise duties were increased 
sharply at yearly or e\en shorter intervals and their scope ex­
tended. In 1932 a number o f special ‘ crisis taxes ’ were intro­
duced. Salaries, wages and allowances were cut, govemmeat 
enterprises from which no immediate revenue could be expected 
were closed, and virtually all capital expenditure by the Government 
was suspended. All these efforts remained fru itier in the face of 
the rapid contraction o f incomes. The following table shows the 
deterioration o f the fiscal position during the slump :

T a b l e  VI

Government Ordinary Revenue and Expenditure, 1929-33 
^M illion guilders)

Revenue 
Expenditure 
Su ip lu s or deficit

The figures exclude the receipts and o u t in g s  o f the commercial 
enterpiises o f the X.E.I. Government, chiefly tin and coal mines, 
tea, rubber, and cinchona estates and forests. The working results 
of these showed surpluses totalling annually some 60-70 million 
guilders in the late 1920’s and less than one million guilders in
1932.

The adveree fiscal situation had a bearing on subsequent events 
in the rubber industry. The necessity of finding new sources of 
revenue was the chief consideration influencing the Colijn Govern­
ment to reverse eaxlier Dutch decisions against rubber restriction. 
It was expected, and righdy as it turned out subsequently, that 
rubber restriction would result in important fiscal benefits to the 
N.E.I. The value o f rubber exports had fallen calamitously 
during tlie slump from 281 million guilders in 1928 to 34 millions 
in 1932.

Wages in Ja v a  fell to very low levels as a result o f the slump 
botli in rubber and sugar. The overcrowded labour market was 
further depressed by the thousands o f Javanese workers who lost 
their employment in the Outer Provinces and returned to Java.

1929 1930 1931 1932 1933
5 2 4 441 378 284 242
515 524 481 421 393

9 -  83 -  103 -  137 -  151



In 1929 daily wages were 50-60  cents or more. By 1932, according 
to a British consular report, native workers in the poorer districts 
of Central and East Ja v a  accepted work for a ten-hour day at a 
daily wage of 10 guilder cents or less, even i f  this involved walk­
ing five miles to and from work. Such rates may have been 
exceptional; in the principal rubber-growing districts from 15 to
20 cents was more usual.

Incomplete as are these various figures, they suggest that 
during the slump the N.E.I. fared no better than M alaya. It may 
have been tliat the sustained and stubborn deflationary policy 
pursued in the N.E.I. offset such influence as the diversity o f their 
economy may have had in mitigating the effects o f the depression.

The producing territories were brought to the verge o f an 
economic collapse by the slump in a few commodities—in Malaya 
only two. The effects were all-pervasive and it was seriously 
believed that unless conditions improved a complete administrative 
collapse would result. In such circumstances it was hardly sur­
prising that any measure for improving matters, so long as it was 
administratively feasible and not ob\aously inequitable, would be 
welcomed by the authorities without too much enquiry into its 
long-term effects. The most important o f these measures was 
rubber restriction.



GENERAL REVIEW  OF THE RUBBER SLUMP

Ex c e p t  for the years 1929-33 some form of organised re­
striction was in force almost continuously ever since the rubber 

trees planted during and after the boom of 1910 reached maturity, 
so that it is only in these years that producers’ reactions to price 
changes can be observed. The disproportionate effects o f com­
paratively slight maladjustments also emerge from a study o f the 
depression. Moreover, no doubt because o f its exceptional severity, 
the great slump seems to have left a particularly marked and 
lasting effect on the outiook of the leaders o f the industry.

I

Its youthfulness and rapidity o f growth are remarkable features 
of the industry. The total area under rubber in 1905 was esti> 
mated at about 65,000 acres ; by 1930 it was about eight million 
acres. O ver 90 per cent, o f the acreage had been planted since 
1910, and none of this had been replanted by 1930. A rubber 
tree comes into bearing five or six ycai-s after planting and will, 
unless ruined by maltreatment, yield satisfactorily for 25 or more 
years. As a result o f the very rapid growth o f the industry and the 
longevity o f the trees, in 1930 snrtually none o f the fixc^ capital 
had been renewed since it was first invested. Even by 1940 the 
original tree population accounted for almost the whole of the 
planted area. The organised restriction wliich has been a feature 
of most o f the short life o f the rubber industr>’ was thus applied in 
conditions o f particular immaturitv'. No other branch o f agri­
culture has ever developed so rapidly, and it is unlikely that there 
is any other industry- o f comparable importance which has not 
renewed the fixed capital which was first invested.

Although 1929 was a year o f comparative stability in the 
industry, and even the prices ruling at the end o f the year were 
not so bad as was claimed at the time, the industn' was undoubtedly 
highly vulnerable. On the demand side rubber was ver)- largely 
dependent on the United States and on the motor industry. In
1928-29 some 75-80  per cent, o f the world rubber absorption was 
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by the motor industry, and the U .S.A ., which at that time had 
four-fifths, and produced seven-eighths, o f the world’s motor cars, 
accounted for about Ihrcc-fifths o f world absorpdon. The cost of 
rubber in t>'res is a veiy small percentage o f the cost o f buying or 
running a car,* and as the possibility o f substitution between re­
claimed and crude rubber is limited, the short-period demand for 
rubber is vcr)' inclastic.*

The main facts about tlie American motor industry during the 
slump are familiar and need not be repeated in detail. In 1929 
the output o f automobiles reached 5,358,000 units ; in 1932 it 
was 1,371,000 units, the lowest since 1915 {with tlic exception of 
the war year o f 1918). The feeasonally-adjusted montlily index of 
motor car production fell from 153 in June 1929 (1923-25 =  100) 
to 16 in October 1932. The automobile slump affccted not only 
tyre sales for original equipment but also replacement sales, wliich 
were further depressed by rapid technical change. In 1921 the 
rubber slump had been accentuated by the displacement o f the 
fabric tyre by the cord tyre ; in the great slump there was a super­
session of the cord by the balloon lyre. Balloon tyres contain 
more rubber than cords, but last much longer, and their introducdon 
therefore diminished over a period o f a few years tlie amount o f rubber 
required for replacement. American output o f tyres fell from about 
77 millions in 1928 to about 40 millions in 1932.

Apart from the slump in demand, tlie big American tyre manu­
facturers had to face other difficulties, some of which had reper­
cussions on the rubber market. Although they had one o f the 
world’s most highly organised commodity markets at their disposal, 
the large manufacturers frequently regarded hedging as a gamble, 
though they were not averse to ‘ taking a view ’ (without covering) 
when they considered prices to be unduly low. In the condidons 
o f 1929-32 they suffered very large inventory losses, which ran 
into many millions o f dollars. Heavy losses were also incurred as 
a result o f the recurrent price wars bet-wecn the leading manu­
facturers. These had been frequent since the late 1920’s and were 
particularly violent during the slump. The fact that die industr>' 
was working much below capacity greatly strengdiened the posidon 
of buyers generally and in particular o f the two great mail-order

» cost of ^ d c  rubber was not a  dominaut ia-m even in the cost of tyr«- 
Accordifig to the Rubber Manufacturers’ Asiociaiion of Amcrica. crude rubber rrnrf- 
^ ^ 2 2  per c « t .  of UicscHing value of the average .>tc in J929 and 6  per ccni. in m i ; 
m G rwt Britain m 1932 the proponion waa about 4  pci- cent, of the retail price of tyres.

1 tic intlucncc of the advent of lynUietic rub>«r is discu«ed in Chapters 17 and 19,



houses. These took full advantage and played off one manu­
facturer against another. The result was, in the words of one 
trade paper, ‘ price cuts deep enough to draw blood The 
outcome was an unwillingness and/or an inability to hold stocks, 
and the continued large supplies could find a market only at very 
low prices.

Absorption of reclaimed rubber remained substantial even 
during the period of extremely low crude rubber prices. This 
was yet another o f the troubles bequeathed to the industry by the 
Stevenson scheme, since the use o f reclaim was popularised by the 
famine prices o f 1925-26, and once the manufacturers discovered 
some of its real advantages, such as uniformity, economy in power 
and filling material, it came to stay as a compounding material of 
rubber manufacturing. Its increased popularity with manu­
facturers emerges from a simple comparison. In 1923 the price 
of crude rubber in New York averaged 29-6 cents and that o f 
reclaim 10-4 cents ; in 1932 crude rubber averaged 3-4 and reclaim 
3-8 cents ; yet the ratio o f absorption o f reclaim to crude rubber 
was slightly higher in 1932.

Outside the U.S.A., rubber consumption was well maintained, 
the secular rise in demand almost exactly offsetting the effects of 
the slump. This can be seen from Table I.

T a b l e  I

A bsorption o f  Rubber in  Im porting Countries, 1929-33
,  (T h o ia a n d  tows)

A bsorplion
oidside Absorpiion Total

th e U.S.A. in the U.S.A. absorption
1929 , . 337 467 804
1930 . . 333 376 709
1931 . 325 355 680
1932 . . 352 337 689
1933 . 409 412 821

• In an effort to improve sales, ooe of ihe big U .S. rubber manulacUirers produced 
a rubber hot-water botile which, so it was stated, was a most successful imitation of a 
beautiful Greek vase. The intensity of tlic slump was apparejitly respomibie for the 
lack of success of the experiment, for the bolile failed to enjoy tlie large sales which 
a priori reasoning and m.irkct research had led the makers to cxpect.

A more ombitious plan, designed to solve the banking crisis, curc uncmplo>'mcnt 
and rescue the rubber industry, was put forward in the winter of 1932-33, wiien the 
widespread hoarding of notes endangered the stability of the American banking system. 
Four years before the publicity given to tlie Gesell plan by Lord Keynes, an American 
chemist su^ested that U .S. banknotes should be niadr of latex-treated paper of i ^ r  
«gcing quality, which would discoursige saving aiid hqarding and induce spending.



These figures show that the iaii in American absorption accounted 
for almost the entire dcclinc between 1929 and 1931, and for more 
than the total between 1929 and 1932 ; absorption in other countries 
was actually higher in 1932 than it had been in 1929. Within 
the U.S.A., tyres and tubes were entirely responsible for the decrease 
in absorption ; there was a slight increase in other uses.

II

The vulnerable position o f the industry was accentuated by the 
low elasticity o f supply o f important groups o f producer. Dircct 
costs o f the majority o f estates were around one-third or two-fifths 
o f total cost, and these producers could be expccted to maintain 
producdon at a fairly constant rate (at which bark renewal approxi­
mately equalled bark consumption), until the price declined below 
direct costs.  ̂ W ith the exception o f Java , the most important 
producing territories rehed on immigrant labour, and this enhanced 
the bias towards low elasticity o f supply^' M any smallholders had 
virtually no cash costs and could thus be expected to continue 
production even when prices were very low. Indeed, it was widely 
held that they would produce more at lower prices, but this turned 
out to have been unfounded.

As in the slump of 1921-22 , the effects o f the fall in demand 
were greatly accentuated by an increase in capacity, or more 
precisely, in the area reaching maturity.* Table II shows the 
increase in the mature area in the various territories after 1929. 
Although all territories showed an increase in mature area, the most 
striking rise was in tlie N.E.I. native acreage. This increase— 
subsequently found to have been far greater than indicated by the 
figures in this table—was the principal legacy o f the Stevenson 
scheme.

The simplest way of showing producers’ reacdons to the decline 
in price is by following the output per mature acre,® which indicates

‘  Economisu might ask how dircct cosu of 3</.-4d. were compatible with a markn 
price of lOd. under conditions of perfcct competition, ap ec ia lly  as the annual output 
can be varied with the intensity of tapping, Some of the theoretical and pmctica! 
is*ue» involved are discuM^ in ‘ Note* on Cost EcoTtmiea, M ay 1945.

• Capacity is an elusive and in many ways unsatisfactory tenn, especiiilly wliere 
Ubour rather than land U the principal icarce factor. For the take of simplii iiy ii 
m ay be defin<rf as the output which can be produced from a  given a jea  when the entire 
acreagc is bemg tapped at a  rate a t which bark renewal approximately equals bark 
consumption.

• 'iab lcs shewing actual outputs and eiiimated capacity, as weU as variations i»
i n ^ p ^ d U  B ^  producing territories, w ill be fouiid
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T a b l e  I I

M ature A creage in  Various P rodu cin g T en  
. (Thousand acres, to the nearest five ih

M a la ya  
N .E .I. cslalea 
N .E .I. natives 
Ceylon 
Saraw ak
Ind ia (ioclud ing Burm a) 
British North Borneo 
French Indo-China 
S iam  . . . .

T o ta l

1929
2,360

920
550
490

60
120
65
80
35

1930
2,435

975
800
500

90
130
70

100
55

19i
2,58
1,041
1.125

520
140
140
80

125
90

185
115

165
•S5

260
145

4,680 5,155 5,835 6,445 7,000

There arc minor discrepanciea (negligible compared to the inaccuracy of the acreage 
figures) between the acreages in this lable and ihose in Ch. 1. These result chiefly 
from ccrtain revbions by Dr. Whitford, as the above figures have been taken from his 
later reports ; and from certain minor correcdoos made possible by informauon which 
has become available since his investigadons.

broadly the extent to which producers are working below capacity. 
A fall in the yield per mature acre generally indicates the post­
ponement o f tapping of areas which had come into bearing.^ 
The yield figures, necessarily approximate, are given in the following 
table.

T a b l e  III 

E stimated Output p e r  M ature Acre, 1929-33
(lb. per acre , to the nearest five lb .)

1929 1930 1931 1932 1933
A verage London P rice  

{pence p e r  lb .) . 10-3 5-9 3-1 2-3 3-2
M alaya—estates . . 410 380 375 365 355
M a la ya—sm al Ihold ings . 480 460 445 385 465
M a la ya— total . 440 415 405 375 400
N .E .I. estates—O uter Provinces . 375 365 390 360 360
N .E .I. estates—Ja v a . 390 385 400 325 380
N .E .I. estates— total . 380 375 395 345 365
N .E .I, natives . 430 245 170 105 165
Ceylon . . . . 360 350 260 210 275
Saraw ak  . . . . . 420 225 170 85 105
Britisli North Borneo . . 225 200 155 120 170
Ind ia (includ ing B unn a) . 240 205 155 65 85
French Indo-China 215 175 135 120 150
S i a m .................................................... 275 190 100 60 110

’ Variadotia in the yield per surface unit reflect not only clumges in the intensity of 
tapping but may be due to changes in soil condition or in the ^ e  compoaidon of die 
mature area. These considerations do not apply to such large variauons as are shown 
in die table.



These figures show that the fall in American absorption accounted 
for almost the entire decline between 1929 and 1931, and for more 
thantlie total between 1929 and 1932 ; absorption in other countries 
was actually higlier in 1932 than it had been in 1929. Within 
the U.S.A., t̂ TCS and tubes were entirely responsible for the decrease 
in absorption ; there was a slight increase in other uses.

II

The vulnerable position o f the industry was accentuated by the 
low elasticxt)' o f supply o f important groups o f producer. Direct 
costs o f the majority' o f estates were around one-third or two-fifths 
o f total cost, and these producers could be expected to maintain 
production at a fairly constant rate (at which bark renewal approxi­
mately equalled bark consumption), until the price declined below 
direct costs.' W ith the exception o f Java , the most important 
producing territories relied on immigrant labour, and this enhanced 
the bias towards low elasticity o f supply.^ M any smallholders had 
virtually no cash costs and could thus be expected to condnuc 
production even when prices were very low. Indeed, it was widely 
held that they would produce more at lower prices, but this turned 
out to have been unfounded.

As in the slump of 1921-22, the effects o f the fall in demand 
were greatly accentuated by an increase in capacity, or more 
precisely, in the area reacliing maturity.* Table II shows die 
increase in die mature area in the various territories after 1929. 
Although all territories showed an increase in mature area, the most 
striking rise was in the N.E.I. nadve acreage. This increase— 
subsequently found to have been far greater than indicated by the 
figures in this table—was the principal legacy o f the Stevenson 
s^em e.

The simplest way o f showing producers’ reactior^ lo the dcdinc 
in price is by following tlie output per mature acre,* which indicates

* Economisla might ask how direct coats of id .-4 d . were compatible w iili a  market 
pricc of lOd. under conditions of pcrfect compclition, especially as the annual output 
can be varied with the intensity of tapping. Some of the theoretical and practical 
issue* involved are discussed in ‘ Notes on Cost BconomUa, M ay 1945.

• Capacity is an elusive and in many ways unsatisfactory term, especially where
Ubour rather than land is the principal scarce factor. For the sake of simplicity it 
may \x defined as the output which can be produced from a  given area when tlie entire 
acreage u  being tapped at a rate at which bark renewal approximately equals bark 
consumption.  ̂ n

» lab le *  s W i i «  actual outputs and estimated capacity, as well as variatioiu iu 
B lerrUories, w ill be fom.d
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T a b l e  II

M ature A creage in  Various P rodu cing T erritories, 1929-33

M alaya  
N .E .I. estates 
N .E .I. natives 
Ceylon 
Saraw ak
Ind ia  (inc lud ing Burm a)
British North Borneo .
Ercnch Indo-China 
S iam  . . . .

T o ta l .

There arc minor discrepancies (n ^ lig ib le  compared to the inaccuracy of the acreage 
figure) between the acreages in this tabic and ihose in Ch. 1. These reauit chiefly 
from certain revisions by Dr. Whitford. as the above figures have been taken from his 
later reports ; and from certain minor correcdons made possible by information \vhich 
has become available since his investigations.

broadly the extent to which producers are working below capacity. 
A  fall in the yield per mature acre generally indicates the post­
ponement o f tapping of areas which had come into bearing.' 
The yield figures, necessarily approximate, are given in the followng 
table.

T a b l e  III

( p e r  M ature Acre, 1929-Z5 
, to the nearest five lb .)

, to the nearest five thousand)
1929 1930 1931 1932 !933
2,360 2,435 2,585 2,685 2,760

920 975 1,040 1,135 1,235
550 800 1,125 1,350 1,550
490 500 520 535 540

60 90 140 200 250
120 130 140 150 165
65 70 80 90
80 100 125 185 260
35 55 80 115 145

4,680 5,155 5,835 6,445 7,000

E stimated Output j 
(lb . per acre , i

1929 1930 1931 1932 1933

10-3 6-9 3 1 2-3 3-2
4 J0 380 375 365 355
460 460 445 385 465
440 415 405 375 400
375 365 390 360 360
390 385 400 325 380
380 375 395 345 365
430 245 170 105 165
360 350 260 210 275
420 225 170 85 105
225 200 155 120 170
240 205 155 65 85
215 175 135 120 150
275 190 100 60 110

A m age London P rice  
(p en ce p e r  lb .)  .

M alaya—estates .
M a la ya—sm allho ld ings 
M a la ya—total
N .E .I. estates— O uter Provinces 
N .E .I. estates—Ja v a  
N .E .I. estates— total 
N .E .I. natives
Ceylon . . . .
S araw ak  . . . .
British North Borneo 
Ind ia (includ ing Burm a)
French Indo-CIhina 
S i a m ....................................................

* Variations in the yield per surface unit reflect noi only changes in the intensity of 
tapping but may be due to changes in soil condition or in the age composition of the 
matxire area. T h ae  considerations do not apply to such large variadons as are shown 
in ihe uble.



These figures, though they are only estimates, show well how 
d i f f i r t t l y T e  Various classes o f producer reacted to the steep 
differently , f  ,.„bbcr from tlie estates m the
dechne m the pnce ^ 1̂ ^,, elastic; these estate,

I Z  L l o i  estate output, principally because o f the ab.hty of th

" ”i “ “  . I K r t — to  ;■  - - f  I" ' 5
acreages shown in Table II above, naturally accentuated the effecB 
of the fall in demand ; after 1931 it became the do™ n“tmg ^  
Chronologically, the fall in consumption was responsible foi starti g 
dlc price S i  its steep decline. Absorption began to fall m  the autu™  
o f 1929 ; stocks had been rising smce 1928, but only with 
decline in absorption did they begin to exert a re^ ly  depressing 
effect on price. The following table summarises prices and stocb 
over this period.

.  M r P. L .m .n in e  V a « ,  C W i i l r  C .»m ; (1M 3), which in d u d a  a  d.aplCT pi.r- 
coning lo be a  i^rious aoalysii of rubber resulatioa, c o ^ o n ts  m  M o m  on >m j l-  
M d m - production : ■The native, like peamnB everywhere, tends to P™ i“ce m  
ralhet Ihm  le a  when the price begira to fall. . . . m  general ll,e  reKUoii to a pr 
fall i .  quite itaigniricant; indeed, there is no experience to show bow low pnce would
have lo fall before native output was serioualy curtailed.’ .......................

» The experience of Ibcsc years suggesta that the rapression of the e las tia ly  ol supp 
as a  small proportionaie change ifl output in rrapome to a  small proportionate chang 
in pricc can be misleading whea capacity changes substantially. Such a changc wouli 
nonnally be regarded as ‘ other things not being equal but for certain purpos« ' 
seems preferable to express the elasticity of iupply in terms o f  c a p a c i t y  working 
as a  small proportionate changc in the rate of capacity working divided by 
small proportionate change in price, even though this procedure also entails too 
difficulties.
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T a b l e  IV

p rin cipa l W orld Stocks a t the end  o f  ea ch ( g a r t e r  and Quarterly Averages 
o f  London and J^ew Tork Prices^ 1929^3

Stocks P r w

1,000
Unis

1929 1st q u a rte r 
2nd 
3rd 
4th

1930. 1st 
2nd 
3rd 
4th

1931 1st 
2nd 
3rd 
4th

1932 1st 
2nd 
3rd 
4 tli

1933 1st 
2nd 
3rd 
4th

305 
300 
320 
385 
425 
430 
480 
505 
545 
545 
570 

, 605 
. 645 
. 600 
. 610 
. 640 
. 650 
. 620 
. 635 

665

M onths'
absorption Pence CtnU
at cu n en t p e r  lb . p e r  lb .
colitiduT

y e a r ly  rale
4-6 H-3 2 2 8
4-5 10-6 2 1 0
4-8 10-5 20-7
5-7 8-6 17-4
7-2 7-7 1 54
7-3 6-8 13-8
8-1 4-9 9-8
8-5 4 4 8-7
9-6 3-9 7-8
9-6 3 0 6-4

10-1 2-3 5-5
11-4 3 0 4'7
11-2 2-6 3-9
10-5 1-9 2-9
10-6 2-4 3-5
l i - 2 2-5 3-4
9-5 2-2 3 0
9-1 2-9 4-9
9-3 3-8 7-4
9-7 4-1 8-3

Th= include M alayan ..ock , ? ™ " |  tT .

ing Soclo were equal to aboul 5-13 mouths absorption.

The lowest price was actually reached in June 1932 with a London 
p r i L T l  T!;. and a New York price o f 2 J  cents ; these pr.ces 
included freight, landing and delivery charges

A t times the rate o f decUne was very rapid, with the price

falUngby 15 P -  ^ t . a s i o n : u r "  -
r i d ”  n e ^  ^ r J I i t r L u s s i o n s .  As
in price founded on actual negouations there were ^
sha?p but ephemeral spurts, w h e n  rumours spread of j e « n e n  
in negotiations wluch were actually “ ““"S P ' - e  ° r  j f  J g o B ^  
ations wMch were o f no importance at all

.  A in London price in October
There «l»o »  load  rbe iu  Am cnou. p n co  lU M ay 1 9 «  w ^



wWrh w=is pure conjecture. Some of the ca n a r^  sprung on a

f . r . s r .  i  * ; " « * .  "•■■ w "  " i™

bchcme in isa  j,ip  to combarinK O idmm heveae (the causc
r f  fe c ^ ^ O ’ l“ f  fall) by sulphur-dusting. On the results, sulphur- 
1  “ rc o u ld  be recommended as an econom.c proponfon a.- 
mmtag the market price at tile time the expenmcnt was concluded. 
b ” ? v t e ” me the T rop ica l A gricu lturist { th . m o . M y  magazme 
of the'Cevlon Department o f Agriculture) with the results o f the 
experiment had reached the planters, the Colombo price had fallen 
so steeply that the economics o f the

m e n  in September 1930 the London pnce fell below « .  
calculations were made of a type which became mcreasmgly 
frequent over the next few years. These aimed at estimating he 
c h L e s  o f survival and the lifc-expectation of die various com- 
panics, on die basis o f assumed prices in conjunction wit^i the costs 
L  given in or calculated from the last published reports and the 
available liquid funds of individual companies. Some of these 
calculations were interesting, but the estim ate based on them were 
invariably upset, partly because prices fell below the ” “ t pess ■ 
m i s d c  expectations, but even more because o f the unexpected pi 
ticity o f L sts .' Between the end of 1929 and the ™ddle o f 1932 
sterling companies gencraUy reduced the.r costs by about 60 per 
cent., and locally registered Malayan companies by about 65 per 
cent. ; the cost reduction of the Dutch companies was o f the same 
order* By 1932 f.o.b. costs o f I J- lJrf. and all-m-costs o f 2-2i<i. 
were frequent among sterling companies; company chairmen 
repeatedly stated in 1932 and 1933 that with a London price ol 
3d. it would be possible to make a reasonable profit. This re- 
duction in costs which, resulted from increased efficiency, xs well

» A  carcful calculation covering 364 sterling compjiniej witli a  m ature area of a^ u i 
one million acres was published in November 1930. It was found that on the basis of 
C05U and liquid assets given in their last reports, companies owning some three-quarttfJ 
of the matvire acreage reviewed could last only two years with rubber at or below 3a- 
p e i  lb., and some iiinc-tenihs of the area would succumb within three years, whether 
in production or on a care-and-maintfnanre bais.

» Deiails are ihown in Appendix E.



as from reductions in wages and salaries, was an important element 
in the maintenance o f estate output in face o f the steep fall in the

^^^Profits and dividends disappeared. T he E conomise^  sui^ey o f 
rubber company profits and dividends gives the following picture :

T a b l e  V

RubbeT Company E arnings and Payments, 1928—3^
(Yeara to  30th Jun e)

Earned fa r  P a id  on
ordinary shares ordina iy shares 

[p er cen t.) {per cen t.)
1928-29 . . .  8-4 6-2
1929-30
1930-31
1931-32
1932-33

8 0  5-8
1 4  1-2

-  1-6 (lo s s )  0-1
-  1-3 (loss) O'I

This was the most unfavourable experience o f any industrial group 
whose profits were analysed by The Economist. Ve,^ few rubber 
companies had debenture charges to meet and hardly any had 
issued prefcrencc capital, and the absence o f div-idends cannot be 
attributed to the absorption of profits by prior charges.

The plight o f the companies was reflected m share values. 
On the London Stock Exchange the Investors' Chronicle mdex of 
rubber share values (31st December 1923 =  100) ^ r a g r f
123 in 1929, with a peak of 147, dechned to 19 m Jtme 1932, « t h  
an average o f 31 for the year In Batavia 
shares (1928 =  100) touched eight m June 1932. The market 
capitali ation o f many sound rubber companies with 'a^pital
a rL n d  £50 an acre fell to around £3 per acre by m.d-1932. 
Some estates changed hands in Malaya for a few pounds P « ’ 
poor-yielding areas were virtually unsaleable. New mvcstment m 
rabbet ceased. Total capital Issues o f rubber compames on tlie 
London Stoct Exchange^vere £90,000 in 1932 and just over 
£200,000 in 1933, against several imUions annually in the 1920 . 
The depreciation allowances o f companies were also very sm al.

I l l

The output o f smallholders’ rubber during these years f^  
exceeded expectations and confuted all
proposed to review the comments o f experts and officials on the



2 ^  t h e  r u b b f . k  i n d u s t r y

actual rate o f production o f smaUholders’ rubber and of the output 
actual la ie  o j i  officials and leaders of
S c T n d T r^  of undoubted integrity wiU be quoted. The survey i, 
r fc o T s S ra b le  practical interest; the comments, and A e  views 

r w , w  them creatly influenced tlie assessments o f vanom  
d a ^ S T f  p r o d , i c e f  under the international rubber regulation 
s S c  with results to be shown later. It may also serve some 
scnemc, instance to reveal from another angle
* “ t r m a t u r i r o f  * e  industry, o’r  to throw light on die expert 
knowledge which professional participants m orgamsed producc

"■“ The greTsfr|>ris^e°Tl929 was high rate o f output from 
Malayan smallholdings. Addressing the shareholders o f a large 
British rubber company in February 1929, a recognised leader o f the 
f n X s t ;  ^ h o  was'^chlirman o f the N.E.I. Committee and of * e  
S t a t i s t  Committee o f the R .G.A., as well as “ 
of the R  G A.) estimated M alayan smaUholdeis output for 1 9 p  at 
f2 * 0 0 0  tons ? they actually produced 200,000 tons. A t first e 
explanation was souglit in flush production fol owing 
resting under the Stevenson scheme, and when this could no lo n p r 
be maintained it was thought that the smallholders were 
their capital by excessive bark consumption. As tlie P<=
mature acre o f the smallliolders in 1929 appreciably exceeded th.it 
of estates (about 480 lb. against 410  lb.), while under the Stevenson 
"  the estates had been assessed about 100 per cent, higher 
than smallholdings, this somewhat striking reversal was universally 
attributed to overlapping by smallholders, and an early fall in tlwir 
output was freely predicted. Thus at the next annual meeting 
(February 1930) of that company, the same chairman said . 
is perfectly clear from the very high yields o f M alayan native 
rubber in 1929 that the benefits which accrued from enlorcea 
resting during the years o f restricted exports in the improvement ot 
bark reserves were even greater than the advocates o f restriction 
claimed these would be. It is likewise evident that the native 
smaUholdings arc again squandering their bark reserves at a ve^  
rapid rate and that when they comc to the end of their tappablc 
bark on the lower panels of their trees there must be a pronounced 
falling o ff in the production from thcsp areas. I cannot say just 
when the contraction in output, from the native smallholdings nov/ 
being overtapped will come, but it must be imminent before we 
are through 1930.’

After reaching 200,000 tons in 1929, Malayan smallholders
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output fell only very slightly to 197,000 tons in 1930, remained at 
that figure in 1931, fell further to 177,000 tons in 1932 (under the 
stress o f very low prices), but rose again rapidly to 220,000 tons in
1933, and to 253,000 tons during the twelve months to M ay 1934-, 
when restriction was introduced. The last figure was over double 
the capacity estimated by the chairman just quoted.

This unofficial leader o f tlie industry was in very good company. 
The Deputy Registrar-General of Statistics, S.S. and F.M.S., in 
an article in the M alayan A gricultural J ou rn a l [M .A .J.)  in February 
1930,1 dealt in some detail with the surprisingly high output of the 
smallholders : ‘ During 1929 beyond doubt, and to a lesser extent 
during the period July-December 1928, the smaller holdings were 
overtapped . . .  and . . .  it must be accepted as almost certain 
that after the wintering season in 1930 (Feljruary-March) though 
the average yield per acre on smallholdings will continue at a far 
higher rate than was generally thought possible, the rate o f pro­
duction is certain to fall appreciably below that of 1929 output.’ 
This forecast proved entirely incorrect. Next year the same officer 
made another attem pt: = ‘ Throughout 1930 the producUon per 
acre on smallholdings was maintained at a higher rate than that 
of the larger holdings. On the former economic necessity has 
caused the heaviest possible tapping to be adopted. There are 
many conflicting opinions as to how long this can be continued 
before it so affects the smallholders’ bark position as to reduce their 
output seriouslv. In the writer’s n ^ m o n —fo rm ed  a fter  close m - 
sp fc lion  o f  sm a lliw ldm gs a ll over the country » - th e  output per acre on 
large estates will exceed that o n  smallholdmgs within a year or 
18 months from the date of writing.’ It will be seen subsequently 
that until the advent of restriction, output per mature acre on 
smallholdings appreciably exceeded that on estates, and that m 
the second half o f 1933 and the early part o f W34 the excess was 
around 35-40  per cent, and was increasing.

It will be noted that the remarks quoted (and the Ust could 
be extended almost at will), were not so much forecasts or estimate, 
but rather comments on what was believed to be happening on the

“ A Review of F.M .S. Rubber Siatiaucs, 1929’, l-'eb. 1930.

c en t.are !m «Ilho l< ling !o fw h ich lheaverageaieai«about2 iacrc jeach . j
l l i . t  M k a it  one-half of the smallholdings iiren is ui holdings of over 3 a c m  each, and 
i li is  w as  e a s ily  asccrta in ab lw  in  1931.



properties o f M alayan smaUholdm. Tliese were easily ace^sible, 
S id u a lly -s u rv e y e d  haldings, mostly m the western {h.gh y 
d eveC ed ) part o f Malaya. I.i the N.E.I. the pos.tim is radieaUy 
i f e e n t  and the native mbber holdings, or rather forests, are m 

smrsely populated areas o f Sumatra and Borneo where there 
s no iL d  regiLadon. Y et a systematic invesUgatton of eondmons 
of Malayan smallholdings was not begun untd the middle o f 1931. 
S  * e n  tliere were only casual observations by passers-by or 
by harassed administrators. The first investigauon, begun m 
Z  summer of 1931. was prompted by tlie obvious n e c e -ty  of 
reconsidering the established ideas on M alayan smallholders 
rubber According to an editorial note in die M alayan  A gn cu llu rd  
lo u m a l August 1931 : ‘ It has to be admitted that reliable informa­
tion as regards the capabilities o f rubber under smallholding con­
ditions is almost entirely lacking. Statistics clearly indicate that 
the general ideas on tlie yield o f smallholdings that °b “ ned in 
pre-restriction days were very far removed from actual 
I  no less possible that common present-day views on * e  qu^uon 
of bark consumption and renewal and bark reserves on ™allholding 
may be just as far removed from the truth. It is hoped that the 
scheme decided upon will, after a course o f 12 montfc, plaice at our 
disposal sufficient information to provide a basis for calculation, 
instead of tlie matter being one largely o f pure conjecture as it has 
been in die past.’ This was indeed devastating comment on the 
confident statements o f experts and officials, and on the c ose 
inspection ’ of smallholdings by the Deputy Registrar-General ol

*'^The official smallholdings enquiry of 1931-33 , the results of 
which will be reviewed in detail later, found that bark reserves on 
die holdings inspected were equivalent on the average to seven- 
years-and-five-months’ bark consumption at the smallholders 
rate o f bark removal. Thus even if their bark had completely 
ceased to renew, the smallholders would have been able to continue 
lapping at the same rate as before for an average of almost seven 
and a half years, ranging on individual holdings from just under 
three to sixteen years. Mot one s in g le  tree m as fo u n d  on w h ich  tapping 
had to be suspended ow in g to lack o f  bark ;  moreover, it  appea red  that bark 
consumption w a s b elow  the rate o f  bark renewal.

The progress of this enquiry' was curiously reflected in the 
Annual R eports of the Director o f Agriculture. Proposals for the 
enquiry were put forward in 1930 ; it was begun in 1931 and con­
cluded in 1933. According to the 1930 ; ‘ Preliminary
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observations appear to indicate that in the effort to obtain as large 
a yield as possible the rate of bark consumption on smaHholdmgs 
m lv  be considerably outstripping the rate of renewal. The 1931 
T i n  was less confident: ‘ Tapping was conunuous and bark
femoval excessive on holdings the owners of which had no other 
OTrces o f livehhood . . .  it was found however, that bark con- 

sumption was considerably less than had been anticipated. The 
1932 ReSMt does not lend itself to quotation, as views on the 
!b icct L e a l  a studied vagueness. In the introducUon (signed 

in 1933) to the report of the enquiry, the Director stated * a t  pre- 
■n„>! views on bark consumption and reserves on smallholdmgs 

had been proved to be totally wrong. Nevertheless up to the

e ^ ^  ceTtSn general considerations, alhed to easily ascertainable 
facts.7 hould have suggested the need for caution ; these are d -

^ ^ p t i r ^ o ' f ^ K  r t h n fp p f y
a warning. Even during ^^^ber were in terms
price o f substantial amounts . . .  • .

Rubber in  the Js.E .L  were ; o f native rubber,
they too greatly (one of the principal

London price of 3i^. in had for eighteen

year^ b e ^ e d ito r  t l . : V . .  -g u e d  m ju n e ^ ^ 3 0  in the

' I t  “ S'S." ” .» »■- —  '■ -



depredated sterling. In 1933 an average price o f 3 id  (depredated 
sterling with the N.E.l. gmlder still on gold at an unchanged panty 
w h i c h  meant a reduction o f between one-quarter and one-thtrd 
in the guilder receipts of the natives) resulted m an output of
114,000 tom. During the last quarter o f that “ London
nrice o f production was at a yearly rate o f 160,000 tons, and 
L s  rising rapidly. In the spring o f 1334 N.E.l. naUve exports 
were ruining at an annual rate o f 300,000 tons with a London 
price o f 5 W .-6i ,  all in depreciated sterUng.

Perhaps the most interesting among the mistaken estimates 
was that emanating from the highest authority. The Division of 
Agricultural Economics in the N.E.L Department o f Agriculture 
used to publish periodic official R iports on N ative R ubber CuUaatioti 
in the m h e r la n d s  E ast Ind ies. These contained much the best 
analysis o f this subject. Yet in September 1930 tlie P ijth  j^ p o tt  
concluded that the supply o f native rubber would vanish should 
the Batavia price fall to 12 guHder cents per half-kilo. In 1932 
the price averaged 8 cents per half-kilo, and for long periods it 
fell below 6  cents, yet substantial amounts were still forthcoming, 
while in 1933 when tlie price averaged just over 10 guilder cents 
the nadve output at 114,000 tons exceeded all previous figures.

The substantial N.E.L native exports during tlie slump years, 
when the London price was below id .  for two years and averaged 
Z{d. or less in depredated sterling for three successive ralendar 
years, were a useful corrective to the various estimates. Thus au 
official N .E.I. N ative R eport issued in August 1932 suggested that 
in Djambi (a large residency) many holdings would be tapped at 
full capacity if  the local price were to rise to 10 cents per kilo, 
and that in a fe\v districts this would happen even ™th 7 cents 
per kilo. These prices corresponded to 7 -8  cents per half-kilo 
in Batavia. Thus in important districts full tapping would be 
ensured by prices 35-40 per cent, below the level at wliich, according 
to an official report issued less than two years previously, all 
tapping would cease.

Even more striking illustrations of the worthlessness o f these 
estimates can be found in the experience o f the years 1934-36. 
Between June 1934 and December 1936 N.E.l. native exports 
under rubber regulation were kept in check by means o f a special 
export tax designed to depress local prices sufficiently to keep 
native exports within the permissible level. In 1935 the average 
Batavia price less the average rate of tax was around guilder 
cents per half-kilo {2{d. per lb.) o f d iy rubber ; native exports



l e f t  vnX ^  o J^ y  ?v i ^r.tnllc>d 1 4 9 ,0 0 0  to n s . .
native rubber exports suU were largely those of
" % e  estimates “  J : ^ r b e  said of the rnarket rep̂ ^̂ ^̂ ^
disinterested p e ^ m . T t e »

*■’
'^ ^^^^•r.tpn tionally  m is le a d in g .  le a d in f f  M in c in g  L a n e
" " i f  S a y  1930 the Belgian associate o  ̂ “  i^ „ , ,e d  in a
flrn!“c t l a t e d  ^o“ refer. to s .a ^ o M e r^
buUish forecast. Tire ^  ^ consumption, or _
output, estate costs, wag ■ summed up . Y

w m m m p

^ iW is m m .accuracy) tota su p p le  >50,000 tonsjrom^th^^^
to n s  w o u ld  c o m  . so v irces. r o r  t t i  /  . •  ^ 4 0 7 ,0 0 0
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commodity markets. It is probabJe that the worthlessness o f rubber 
market opinion, together with the large American participation 
in tiie rubber markets, were contributory causes to the exceptionally 
violent price fluctuations in rubber, even though the prim ary cause 
was the inelasttcit>' o f both demand and supply.

NOTE ON B A R K  C O N SU M P T IO N  O N  SM A LL H O LD IN G S 

'Iliroughou t d ie  1930’s ?uid u n til the outbreak o f th e  Ja p a n e se  w ar the alleged 
over-tapping o f the trees and  the excesshre bark  consum ption on sm allholdings 
%vas a  rccu rring  them e o f official M a la y a n  p ub lications, the A m m l Reports 
o f the R ub b er Research  Institute o f M a la y a  an d  the addresses of rubber com pany 
chairm en . Y et there w ere present in  M a la y a  c e ita in  genera l considerations 
w h ich  should h ave  suggested t h e  n eed  for a  m ore cautious an d  c r itic a l attitude 
than  w as usua lly  adopted  tow ards these repeated  assertions.

A fter 1934 there w as the obvious p o in t U iat under rubber regu lation  the yields 
p u  m a tu re  acre  w ere rcduced to abou t 200 -300  lb . p e r acre , p a rt ic u la r ly  in years 
o f Tow releases. Such  y ie ld s could ccrta in ly  be ob ta ined  w th  v e ry  l i id e  strain 
on the trees. Even w hen y ie ld s  on sm allho ld ings had  been o f the order o f500 Jb. 
per acre , or even h igher, no overtapp ing w as found by  im p artia l experts such  as 
Dr. W hnford, M a jo r Bridges, M r . M eads an d  various D utch investigators 

T lie  la rg e  proportion o f the M a la y a n  sm allho ld ings acreagc  ow ned b y  non- 
M a lays  w as anod ier consideration w hich w as g en era lly  overlooked. A bout one- 
h ^ f  o f * e  s ^ lh o ld iD g s  a re a  is in  C hinese o r Ind ian  ow nersliip  (very la rgely  
t ^ e s e ) .  and  none of this rubber would ever be overlapped  except a cd d en ta liy . 
M oreover, a  la rge  proportion of the nom inally  M a la y  holdings belong to 
Jav an ese  who a re  w ell known to be good tappers. A ccord ing to Uie 1931 
M a layan  ccnsus other M alays ian s ’ a c tu a lly  exceeded the num ber o f M alays 
m Johore, w h ile  m  S c laugo r the num bers w ere  alm ost eq u al. These ‘ other 
A laJaysians ’ ^ e  comparati\-ely recent im m igram s from  the ch ief islands of the 
N etherlands East Indies, m ostly Jav an ese , Ban jarese  and  M enangkabaus, the 
^ j o r . t y  being Javan ese . M ost o f these ‘ other M a la y s ia n s ', p a rt ic u la r ly  the 
J a v a n e s e ,^  carcfid  an d  good tappers. I i  is doubtfu l w heth er the sm allhold ings 
a re a  o ^ e d  b y  M a lays  proper, as d istinct from other M alays ian s , has in  recent 
y ^ r s  been m ore than two-fifths o f the to ta l M a la y a n  sm allhold ings acreage  • 

p r< v .n .o n  nu>y be even le s,. M oreover, the M a la ys  t lie m ,d v e , a re  A sL c  
^ a n l s ,  no prim itive tn b a m c n . Not m any peasants o f an y  race or n a tio n a lity  
a re  lik e ly  w ilfu ly  to m m  then- property, least o f a ll a  ho ld ing w hich  is so d ifficu ll 
to  as w ell as to rep lace, a ,  a  rubber sm allho ld ing

‘ “ *>“ “ 1 com plications to be rem em bered O ne of 

trees a re  a ^  M t '^ ta p ^ e fo n tS lh ^ ^ ^ ^ ^ ^ ^ ^ ^

S t n g td t lX ;^ t e r ^ r n o "  emfrc “ ets'S ljoT e t t o t e ' T  ‘“4 " '

^  - = * ^ L ‘:^eS:^^eS?Tb‘ r  “I f  the trees left untapped w r e  a ,  good a j those i ? r  ^  .consumption,
overa ll bark  rem oval the bark co n trap tio n  “ l™ lating
be deflated in  the sam e proportion a^ the n I i- 'h o u ld
to the total num ber of tree , on the holding «  t^ e  o ^  t ^ T

u , a t  th e  o ther cau-em c, a l l  the
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A w ere dead , obviously these would not have to be  allowed for a t

,S to allow  the official M a layan  srruvllhoidings enquiry of 1931-33.
course w as adopted by the o m m i y ^  ^ ^ h o u t inference to

t o t  b ark  e x c ^  «  ^ t a p  w S e r T p  the tree than  35 inches from the g c o ^ .  
moreover, prefer " “ I “  “ P ^ c L u m p t io n  lim ited to three-quarters o f an 
T h ey  acco rd ing ly  w o rt to a b ^ k  c P ^
inch on half-circum fcrence every , cu-cumferencc. I t  is of i n l « ^ t
only 36 inches of b ark  a re  U nited  Su,tes R ubber
to note th at the J y e a . ^  and  accordingly perm it and  indeed
C om pany work to a tapp ing cy > European
encourage a  b ark  c ^ u m p t to n  o n e - ^ m
estates in  M a la y a  T h e A m erican p i„ „e a se d  thickness of bark  by
in the num ber of a tex  vessels ^  ® j , „ a l ,  w  justify  a  restnc-
tapp ing e igh t-year tnstead t e  of rubber. Th is suggests
lion of b ark  consumption w hich is I f c y  O n sm allholdings the
that the stan dard  p ractice  m ay  n  ground tem perature,
tapp ing cycle  is U M y  - - . - ^ S i o n s  W d  a ll c l d u c c  to a q u ic k «
the h igher hum id ity  and  „„  estates. M oreover, sIMlI-
ra te  of ren ew al than  could y  substantial rash  w ages, find
holdera w ho do not le ly  on ‘  be uneconom ic by  estate
i t  econom ic to tap trees and  ^  sm allholdings ; this pom t,
standards w here y ields per tree need D. below,
w hich  is very  w idely  f  often based on ro a ^

L ast ly , opinions on sm allholders rub  ^

Uon w hich, for re^ o n s L  vi^ws of uU er^ted Je ttie s .

S w  I t "  " n e e  of overtapping on sm allho ldm g, is thus 

not surprising.
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PRODUCTION D URING THE SLU M P

Th e  general course o f the slump was reviewed in the previous 
chapter. It is now proposed to consider in more detail the 

course o f production in each o f the difTererrt territories. The 
emphasis will be largely on the position o f the estates ; the conditions 
o f smallholdings will be treated in the next chapter.

The following table shows M alayan production during
1929-33 1 :

T a b l e  I

Production o f  Rubber by M alayan  E states and S m allho ld ings and Averagi 
P rice  o f  Rubber, 1929-33

A verage p r ic e  
Production  (p en ce  and  S lra its cen ts

{thousand ion s) p e r  lb .)
Estates Sm allho ld in gs London Singapore

1929 . 246-0 200-0 10-3 34-5
1930 . 236-9 197-3 5 9 19-3
1931 . 239-8 197-0 3-1 10-0
1932 . 240-1 177-0 2-3 7-0
1933 . 240-8 219-8 3-2 10-2

Estate production in 1930 was affected by the ‘ tapping holiday 
the complete cessation of tapping during May recommended by 
the British and Dutch producers’ associations. When this factor is 
allowed for, total estate output was viituaUy constant for five suc­
cessive years. The sustained rate o f production in the face o f a

’ The statistics of output, pricc and yields per acrc for these years arc presenU-d in 
considerable detail in  Statistical Apf»ndix I ; the salient points only are given in the 
text.

The monthly and quarterly figures in the loci are seasonally correctcd ; in th« 
Appendix both the correcKsi and the actual figuns are shown. Seasonal variations 
should clearly be eliminatwl from production figures wherever possible. The only 
comprehensive calculations available are th o « of the U .S. Department of Commerce 
published as Trade In famaticn  Bulletin No. 804 (Ju ly  1932), Data on seasonal variarions 
^ ih e  R E .I . wtate o a ip u t  were also published early in 1933 in the Economisch Wtekblad. 
Throughout thu study seasonal variations ate eliminated on the basb of the American 
calculations.
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e p d e c U n c m  p r i c e  ( t f e

comme^tcJ on at .he ti™ . a ^ n d ^ o v . - c *  cxp U ..-  

tions were often put j,t,ovc direct costa
though prices had J  and the majority of estates
which were also being rcduced « P  remained above direct
maintained production 8 ‘ , j ; /  q,. excced the rate of bark

and the their output to
r e n e w a l .  I n  a  l e w  m s i a  , i-  ^  n o t

group o f  N.E.I. e s ta te s  t h a t  th e  N.E.I.
i n  Ju ly, a n d  t h e  to  th e  n a d v e
G o v e r n m e n t  w o u ld  n o t  a p p ly  co  p  x .̂̂ 3
p r o d u c e r s ,  w e r e  * e  ™ le s t™ e s  a t o g  * e  ™ a d  ^

fro m  &d. in  Apnl to  3 , i i .  “ / ' P ' ™  j  w a s  a n  a lm o s t  c e a se le s s
c o u ld  m a k e  e n d s  m e e t  a t  „  o f  , h e  r e fu s a l  o f  th e
c la m o u r  fo r  so m e  fo r m  r e s t r ic t io n  o f  o u tp u t  o r

N.E.I. a u th o r iU K  “  n  a u th o r i t ie s  d id  h o w e v e r  a d o p t
e x p o r t s  w a s  r u l e d  o u t  , th e  e s ta te j i , w h ic h  a m o u n te d
a  L a s u r e ,  p re s s e d  fo r  ^  ^ “ / I t n a t i o n  o f  l a n d  fo r  
to  p a r t i a l  r e s t r ic t io n .  T h e  D an o n  S te v e n s o n
r u b b e r  p l a n t in g  w h ic h  h a d  t e e n  ^ ^ e r

- s c h e m e , w a s  r e im p o s e d  m  A u g u s t  i s

the termination of that ^ i„ minimum wages was
In Ju ly  1 9 3 0  a 2 0  P « « " * ' / f ^ X g u s t - S e p t e m b e r  planters’

d e c r e e d  w i t l i  e f f e c t  , i . , r ! ! c - s c a l c  d is m i s s a l s  o f  s a l a r i e d
s a l a r i e s w e r e g c n e r a l l y r e d u c e d a n l l a i g e ^ c ^ ^ ^ ^ ^

e m p l o y e e s  a n d  I n d i a n  e s t a t e  l a b o u r e r s ,  a b o u t

S ^ t o ' o l “ r r “ ’o f  t h e  ; m p l o y e d  I n d i a n  e s t a t e  p o p u l a t i o n ,  

w e r e  d i s m i s s e d .  f„u „w ed

h M n e v e r * iD C c b c e n lifte d m M a l.iy a .  in> in 1931,

I that tappers who v.ork«i in uic
I  miniiQum rates ; cf- PP- >



The trend of smallholders’ output was also contrary to expec­
tations; both in 1930 and in 1931 it was less than 2 per cont. below 
the level o f 1929 at 197,000 against 200,000 tons. During the last 
quarter o f 19S0 smallholders’ production was running at an 
annual rate o f 188,000 tons. The fact that this decline was slight 
and sdll left the yield per acre on smallholdings at a much higher 
le\'el than that on estates, led to a renewed crop of comments and 
forecasts about the substandal decHne very soon to be expected in 
smallholders’ output. This, however, sdll refused to decline in 1931 
when it again totalled 197,000 tons. There had been a slight re­
duction during the summer, when the London price fell to below 2\d. 
(seasonally adjusted output declined from 51,000 tons in the first 
quarter to 45,000 tons in the third), but with slightly liigher prices 
following the departure from the gold standard it rose to 53,000 
tons in the fourdi quarter.

Every fall in price, in conjuncUon with the sustained high 
rate o f production, elicited renewed demands for restriction; 
these were more insistent in IMalaya than in London and the good 
old days o f the Stevenson scheme were frequently recalled.^ During 
the closing weeks o f 1931, ne^vs spread again in M alaya o f a renewal 
of Anglo-Dutch restriction ta lb , and tliis maintained the price 
around 3</. in London and 10 cents in Singapore throughout most 
of December and January. This time the rumours had some 
foundation, as since the beginning o f December discussions had 
been in progress between British and Dutch producers in consul­
tation with the British Colonial Office. The talks failed again, as 
the N.E.I. Government refused to apply compulsion to their 
native producers, wliile the Dutch Government in turn refused to 
press the N.E.I. authorities. From February 1932 the market 
anticipated the decision, and the price gradually declined from 
about "id, in January to by the end of March.

In view of the Anglo-Dutch negotiations and of the temporary

‘ Acrordiog 10 a  leading supporter of restriction (who was a member of the R.G.A. 
w n iu ig m  the ^  “‘ Jan u ary  1931 : ‘ The S tev «»o n  Scheme never 

but was wilfully destroyed by the Baldwin Govcrumcnt for undkcJosc-d reasom.’ 
Thu was one of many smular .ulcm enta. 'Vht: share of M alaya aiid Ceylon (where the 
scheme operated; m world exports had fallen to 55 per cent and 
Uian one-h^f of ihe world acreage when resUnction was brought to an end
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. K;iitv dismissals and wage-cuts had been smpcnded in 
pnce f November 1931. After March the process
Malaya redoubled force and the wave of cuts and dis-

' Z T i n

r r t i t h r ^ u g h o u ^ ^ ^ ^ ^

Managers w e r y  ̂ ^^ ( l i  ) per lb., no ea.sy task even with the wagc- 

r r o n 9 3 2 .  By mid 1 9 ~

J - -  s 5 - g , n ; f = r : » .

doubled in the two "  ^Icctive tapiing widdy adopted,
work was largely suspended employment
-  -  m i d - l . .  was

Ju ly  there was a ™dden t m p r o v . ^  3^,,
it developed into a minor boo , g change,
by September. There was ri pnuilibrium by the summer
E^por^ and absorption ^ V “ ‘, , " t s f  t S e  for years.’  ̂ A t the end 
and stocks ceased to nse f°'  ̂ Singapore
o f June it was discovered that § j 18 000 tons for some

- stocks had been at the end of June were
years past, and that " previously estimated. After
16,000 tons instead of 34,000 ‘“"s P ^  ^ce and tlie year
September there was a renewed decline in j  
closed with rubber at 2Jrf. m a ^
year was lower than ever J :  j  price rise had an imme-
7-01 cents in Singapore, The sho Estates found
diate effect on wages, at “ y  smallholders who were either
that their labour was previously tapped them-

Tr w r ” ing holding pre^ously out o f tapping.

I S  ;  S X  “ — » » » -  -  - ”



Steadily from 274,000 acres at the end of Jan u ary  1932 (ISpercenl 
of the tappable area) to 339,000 acres at the end o f August {24 per 
cent.). On Penang Island the proportion reached 70 per cent 
/Vfter August the trend wa.̂  reversed and by the end o f the year tht 
area out o f tapping had fallen slightly to 315,000 acres (22 per cent.) 
The reversal was primarily due to the rise in  prices in July-August] 
A  contributory cause was the announcement in Ju ly  o f a reduction 
in quit rents. The maximum rent (payable by about tlu-ee- 
quartcrs o f the estates in the F.M.S. and the S.S.) was reduced 
from four to two dollars per acre, a saving o f about one-half cent 
per lb. This reduction often turned the scales in favour of a 
decision to carry on rather than dose down and hand bad  
some marginal areas to the government.

A t last, in 1932, Malayan smallholders’ output declined slightly 
by about 10 per cent, from tlie level o f 1931. This was the result 
o f the very low prices during the first half o f the year and not of 
shortage o f tappable bark. Monthly production had fallen to
12,500 tons in June and during the second quarter output was at 
the rate o f 162,000 tons a year. There was a noticeable reaction 
to the price rise o f JtUy and August. By October seasonaUy-adjusted 
output had nsen to 17,300 tons and remained fairiy high through­
out the remainder o f the year. Production in 1932, as indeed 
throughout the slump, revealed quite cleariy that M alayan small- 
holders’ output, though not highly sensitive to changes in price, 
vaned directly and not inversely with prices.-i

The reduction in output during the first h a lf o f 1932 was the 
result o f the suspension o f tapping on poorly-yielding holdings 
mamly m the Straits Settlements, or on holdings more distant 
from the prinapal markets, for instance in parts o f Pahang and 
Upper Perak In 1932 the M alayan Department o f Agriculture

observa­
tions) on the acreage o f smaUholdtngs out o f tapping. In December

sm aiaol*ngs area m the F.M.S. was untapped. M any o f the 
smallhddmgs out o f tapping were Ghettiar or Chinese h id in g s  
w ^ch had been worked with hired labour. Some M alay o w t r f

padi planting and harvesting. There ™  h t " " ! -
labour, but not o f bnd, from rubber to fo^l ' T  

The opening months o f 193^
* Dcuiied or I • • ^ weakening of the market, -



the resvilt partly o f the high level o f smaUhoIders’ exports and of 
a further deterioration in economic conditions in America. By 
February and March the low prices o f the spring and summer 
of 1932 were almost reached again ; the price declined to 2d. in 
London and to below 6 cents in Singapore. The closure of the 
American banks in March threw the markets into confusion. With 
the resumption o f trading an improvement in conditions soon 
devdoped and continued throughout the year with only minor 
setback. The considerable increase in absorption, mainly in 
America, coupled with more substantial belief in the approach of 
restriction, were responsible for the change. The price touched 
4rf. in Ju ly  and averaged slighdy over 4rf. during the last quarter.

The smallholders reacted promptly to the better prices. After 
March 1933 the area out o f tapping decreased every month and 
output rose steadily. The estimates o f the Department o f Agricul­
ture, though extremely rough, serve to illustrate the general trend. 
In M arch the smallholdings area out o f tapping was esumated at 
27 per cent, o f the tappable area, in June at 13 per cent, and in 
September at 9  per cent. During the last quarter of the year small-

* holders’ output was running at an annual rate o f 256,000 tons, 
which was in excess o f the rate o f estate production, though the 
smallholdings area was much smaller than the estate area.

Much of what has already been said about the experience of 
*\the M alayan rubber industry during the slump applies equally to 

he N .E J. The price movements were of course similar, though the 
M.E.I. producers did not enjoy the advantage conferred on the 
Malayan producers by the depreciation o f sterling. In the N.E.I. 
here was a clear distinction between the estates in Jav a  and those 
)f the Outer Possessions, especially the East Coast o f Sumatra.^ 
Vt the end of 1929, o f a total estate area o f 1,353,000 acres, Ja v a  
omprised 556,000 acres, the East Coast o f Sumatra 563,000 acres- 
nd the rest o f Sumatra 195,000 acres. Over two-thirds o f the 
ava rubber estates combined rubber g^o^ving with the culdvation 
f  another crop, usually coffee, sometimes tea. There is virtually

‘  Easi Coast of Sum atra is an administrative rather than a  geographical term. It 
to Qu important residency, the iead ii^  ccntre of rubber, tobacco and palm-wl 

.  r  OBites in the Outer Provinces of the N .E J. (Outer Provinces or Possessions : ail th e  
\ islands of the N.E.I. exccpt Ja v a  aiid Madoera).



no Asiatic estate rubber in the N.E.I. ; with negligible excentl. 
the Ktate area is in European and American ownership,

rh e  labour situation in Ja v a  differed considerably from rL 
m the O uter Possessions or in M alaya, the estates having acccT. 
virtually unlimited supplies o f labour from the native villaEcs» 
this densely populated island ; labour cosfi were gencrallv ll, 
lowest o f any o f the large producing territories, though they flw 
tuated with the prosperity o f the various agricultural industria 
especially sugar. The proximity o f native villages enabled th: 
^ a te s  to increase or decrease their labour force at very short notict 
^ e  estates in the Outer Possessions relied largely on immigram 
labour from Ja v a  and a substantial proportion o f their labour fora 
was still indentured in 1930. The estates had always been awar- 
ot the advantages o f indentured labour but the reverse side ofth, 
picture became obvious during the depression, when wage reduc- 
Uom m other territories began in earnest and the Sumatran estata 
could not follow suit. The substantial repatriation expenses also 
acted as a heavy burden.

In 1929 it was widely believed that the estates in the N EI 
would be in a better position to face a period o f low prices than 
their M alayan competitors. The view that M alayan costs wert 
excesive was given wide currency by Mr. Ormsby Gore’s report,' 
which had, however, been written before the termination o f tht 
Stevenson scheme. Although the m thdrawal o f the scheme wa! 
lollowed by an increase in yields and fall in costs which largely 
ehminated the difference between estate costs in M alaya and the 

(■ IQOQ M alaya about the disa.strous prices at the end
the views of the competitive weakness o f that 

terntory. Moreover, the carher start o f the N.E.I. estates iii bud-

ffrtd T  »T o,td  

m a i l t  ^ T b t S f  “

on « R.„ U, ^  & W  I31S, Cmd. 3235.
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T a b l e  II

Production o f  Rubber in  the M .E.I. and P rice c f  Rubber, 1929-33
(P ro d u c t io n  fig u re s  in  th o m a n d  lo n g  tons ;  p r ic c s  jd  

g u i ld e r  cc n ts  p e r  h a lf - iii lo )

E slaU  P rod u ct io n

Java

1929 65-4 1
1930 65-4
1931 70-2 1
1932 58-7
1933 73-5

O uter
P r o v in c e s

85-8
85-5
93-4
89-9
96-0

 ̂ To ld  \

\ 151-2 1 
150-9 
163'6 I 

' 148-6 i 
' 169-5 [

pToducliot

88-4
61-5

114-0

i  T o ta l  
\ p ro d u ct io n

i 258-1 
! 239-9

252-0 
2101 
283-5

B a ta v ia  ;  S in ga p o r e
p r ic e  o f  p r i u  o f
s t iu id a rd  j  medititTt 

sh e e t  b lank ets

50-4
30-5
14-5
7-8

10-5

45-1 
26-1 
13-2 
6-8 
7-9

15 equivalent to output.
1 *• O . _• Vnr native rubber, exports have been taken as ^  ^—

Detailed figures of output and price w ill be found m Slatisucal Appendix 1.

W ith the exception of the tapping holiday, production was 
maintained at an even level throughout 1930 both in Java and * e  
Outer Possessions, and only very few estates had ceased prod^aon  
by the end o f the year. The reflux o f labour from the Outer 
Possessions to Ja v a  had, however, already begun in June and it 
was to continue at varying rates for about tliree years. In 1931 
output actually increased, reflecting the maturity o f the areas 
p la L d  during the Stevenson boom. The acreage out o f pr^ uc-  
fion increased, and by the end of the year 11 per cent. ° f  * e  
estate area in Java  and 8 per cent, m the Outer 
of tapping. In the summer some of the opponkts o f restriction 
began to waver when the London price fell below 3d. and 
below 2 id .  Yet the leading opponents of restriction stMd fi 
late as August when the London price had f f  “
All cost estimates, whether by interested parues or “““ ^e oteOTe 
show that many of tlie N.E.I. estates were now osing 
Thus even when allowance is made for the low costs •™dfavou^ 
able forward sales o f Uiese producers tlieir “"(rA
surprising, especially as an uncompromising speech by R .G.A  
chaL m n in May 1931 made it clear that the chances o f unilateral 
restriction by the Britisii were very slender. „ u v,nH

During 1932 estate output was much ess re ^ la r  “
been in the previous year. It rose shghtly * 0  -  V m o n ^ , 
but after the further price fall in the spnng of 932 
out of tapping increased rapidly and output declined. The area 
out o f tapping in Ja v a  rose from 12 per cen^ of the ‘“P P ^ le acre 
age at the end of January to 44 per cent, by the end of August ,



it declined again to 22 per cent, by the end o f December aj j
result o f tlic July-A ugust improvement in prices. In the Oufc j 
Provinces the acreage out o f tapping also increased, tliough Iq' 
rap id ly ; from 9 per cent, at the end o f Jan uary  it rose to 21 pt, 
cent, by the end o f August and feli only veiy slightly to 20 per ccn: 
by tlie end of the year. The number o f estates which had close 
down rose from 169 at the end o f Jan uary to 460 by the end* 
August. The smaller estates were generally the first to suspcti 
operations.^

Labour forceswere substantially reduccd, thoughless readily in th 
Outer Possessions than in Java . In the former, estates hesitated k 
discharge their labourers because o f the heavy repatriadon expense 
and the even heavier costs o f recruitment. In June 1932 the cost t  
repatriating a Javanese man from the East Coast o f Sumatra was lbs 
equivalent o f about and the cost o f recruitment about Mam
Sumatran estates had substantial reserve land, and the labourers wen 
offered allotments for the cultivadon o f foodstuffs on condidon tlu; 
they would accept lower pay and work for h a lf or three-quarters a 
the day on the estate. ITiere were, nevertheless, large-scale dismii- 
sals, especially after the British departure from the gold standard 
Estate employment in the Outer Possessions declined by about one- 
half between mid-1930 and the end o f 1932. On the East Coay 
o f Sumatra employed estate workers (on all plantations, not oni) 
on rubber estates) numbered 336,000 at the end of M ay 1930, 
whereas by the end o f 1932 the number had declined to 176,000, ihc 
lowest figure since 1911. Estate wages in Sumatra were reduccc 
by about 30-35 per cent, between the spring o f 1930 and the end d 
1932. This is only intended to indicate the order o f magnitude; 
the actual changes were rather complex. In Ja v a  the estates could 
afford more easily to discharge their workers, and wages there 
declined by some 70-80 per cent, within a period o f three yean, 
which seems to have been the steepest fall which occurred in any 
of the rubber-producing territories.

In 1933 there was a substantial improvement. The trend of 
prices and output was steadily rising, while by the end of the year 
the area out of tapping had fallen to 11 per cent, o f the mature 
estate acreage in Jav a  and to 16 per cent, in the Outer Possessions. 
Throughout the early months o f 1933 there was much agitation in

 ̂The o f f i^  N .E .!. figura *ugg<at that the average lizc of a t a t o  on w hkh uppioi 
w ai i i u p ^ c d  WM very small, no doubt becauac the rubber acrcagc on the rubbfl*
and coffee estales wa» imalJcr than that of J ie  purdy rubber^rowing eaiatei, and th£ 
auxcd csutea were the fint to cease lapping.
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favour ot restriction ; by the autumn its early advent was con­
fidently expected.

I l l

The remaining producing territories can be dealt with more 
hrieflv Their quantitative importance has always been much 
smaUer and the factors influencing p r o d u c t i o n  and exporu were 
on die whole similar to those in M alaya and the N.E I. Mature 
acreage and export figures for all the territoB^ r^^ewed are shown
- 9. T'ihle II and Appendix B, Table 1.

In Ceylon the general range o f estate cos^ in 1929 was of 
much the same order as in M alaya ; a lower level of wages reflected 
a lower productivity of labour. But Ceylon was m a weaker position 
t o n  e itL r M alaya or the N.E.I. to face
and years o f slump prices. A  large proporuon of the area had been 
planned in the earUest days of industry^ , " i r a ' r e T ^ t h  14 

~  p . * " *  ^  

Ceylon companies published m t nroDortionate faU bet^veen

H i ! e T S r H “o rirs | n ^ ^ ^ ^ ^ ^
output was curtailed more s’io ’000-odd Indian

Some three-quarters or four-fifths ol ’ one-iiftli
estate labourers in 1929 were on tea estates; perhap. one MU



were on rubber estates and a few thousand on coconut plantations' 
Rubber estate wages .were thus prim arily dependent on conditioijj 
in die tea industr>’. In 1929 statutory minimum daily wages for 
Indian estate workers (men) were 54, 52 and 50 rupee cents on. 
up-country, mid-country and low-country estates respectivelv. 
Reasonably efficient tappers normally earned appreciably mort 
than the minimum rates. The procedure for changing the minima 
was more rigid than in M alaya. This fact, together with the less 
acute depression in tea, explains why estate wages in Ceylon fell 
less sharply tlian in Malaya, the reduction being about 35 per cent, 
between 1929 and 1933. Attempts were also made to pay onlv 
three-quarters o f the minima for morning work. This pracrice wai 
challenged in the courts by the official Agent o f the Indian Govern­
ment. In what was widely regarded as a test case final judgment 
was given against the estate, and the payment o f three-quarters of 
the minimum rate for morning work was declared illegal. This 
judgment because o f its effects on prime costs led to the closurf 
o f a number o f estates and undoubtedly affected the volume of 
exports.

By 1930 there were frequent references in official documents to 
the plight o f the industry and to the suspension o f tapping on many 
estates. There are no exact figures o f the area out o f tapping, but 
according to the Director o f Agriculture some 200,000 acres of 
mature rubber {about 40 per cent, o f the tappable area) were 
untapped in Ceylon in 1932. It was officially estimated that the 
number o f Indian ^tate labourers on rubber plantations declined 
by about one-half between the end o f 1929 and the end o f 1932. 
Production declined by about 40 per cent ; it was not possible to 
maintain output while halving the labour force as was done in 
Malaya and Sumatra.

In view of its several unique features and subsequent importance, 
the French lodo-Chma rubber industry, though o f minor signifi- 
cancc during the slump, deserves some detailed treatment. Rubber 
m French Indo-China has always been grown almost entirely by 
Europeans. As well as some very large units (similar to the leading 
Dutch and American estates on the East Coast o f Sumatra), there 
were many comparatively small estates belonging to French civil 

“■'d employees o f industrial and com- 
merctal enterprises, but whether large or small they were financed



by European capital and cultivated according to European methods. 
Some two-thirds or three-quarters o f the planted area was still 
immature around 1929-30. Approximately one-third of the 
planted acreage was bud-grafted and most o f this was immature.

The rubber is grown on two distinct types o f soil, grey [terres 
grises)  and red {Urres rouges) ; around 1930 most of the mature 
rubber was on the former and almost the entire immature acreage 
on the latter. The yield per acre on grey soils averaged around 
240-250 lb., against 350-360 lb. on red soils. Great hopes 
were attached to the future yields on red soils, especially from 
budded stock. These expectations were well-founded, as the late 
development o f the industry enabled the French planters to avoid 
many technical mistakes the consequences o f which were much in 
evidence in M alaya and in the N.E.I. This applied particularly 
to the layout o f the estates, to the selection of planting material and 
to the methods o f soil conservation.

At the onset o f the slump, costs were still high and the reduction 
during the slump was less than in the other territories. The com­
parative immaturity o f the tappable trees and the poor yields on the 
grey soils were the governing factors.' In April 1931 an average cost 
of 6-50 francs per kilo (5'9if. per lb. at the then rate o f exchange) 
was assumed for the purpose o f calculating the subsidy to the 
French Indo-China rubber industry designed to bridge the gap 
between slump prices and costs. This was reduced to 5 francs per 
kilo Irom April 1932 and to 4 francs from October 1932. At 2 1 d . 
to one franc (to allow for the depreciation of sterling) these figures 
equalled 6-12 and 4-90 pence per Ib. The French planters claimed 
that even on the best estates costs were higher than these figures. 
It was stated that on the best high-yielding estates, costs, including 
an allowance for depreciation but not for amortisation, were around 
5 francs per kilo in 1932.

By the spring of 1930 the planters were agitating [» th  for control

■ W.g= rediiclious though substantial (of the order of 20-25 per cent, between 1929 
n iri 1932), were not as »v e re  as in M alaya or Java, a . w a ^  of indentured w wker, 
could not be retlucwl until ihc expiry of their conuacts, and thcai only with official 
comciil. Moreover, iu view of the subsidy the inducem ent for cutting c « t »  were not 
t o  Kfeat. M . Yves Henri, Inspector-General of AgricuJlure, Frcnch Indo-Chuia, 
writing ill 1932 in the official i ' i c o i im i t  A gncolt <U Vlndo-Chine, discussed-cosa in F r «c h  
Indo-China h ie  in 1931. Converting liii figures at the pre^cptcmber 1931 rate of 
exchange, they worked out at about 18 Straits cents per lb. for f.o.b. ^  
were direct coats. 'I'hcsc were aonne 60 to 75 per cent, higher than M alayan cwts at 
the time. A ll-in costa were stated to have been 25 Straits cents per lb., a lm ca l double 
lhat of most sterling companies. I f  the figure* had been converted a t  the cxcliange 
rates ruling after September 1931 the difference would have been e\-en greater.



measures and for dircct government assistance. The position o( < 
French Indo-Cliina differed from that o f all other important 
producing territories in that on balance the French Empire was a 
substantial net importer o f rubber, and thus the French Indo-Chinese 
product could be effectively assisted by protective measures. After 
months o f intensive lobbying and competitive press propaganda by 
the colonial and the consuming interests, the original plan for a 
straight tariff was dropped and the industry assisted by a subsidy 
at rates var> ing with the market price o f rubber. The subsidy wai 
designed to bridge the gap between the market price and a calcu­
lated average cost subject to periodic revision. The maximum rate 
o f subsidy was 3 francs per kilo on all rubber exported ; this was 
the rate during most o f the slump and it was about two or three 
times the market price o f rubber. As the subsidy was financed 
by an import duty on all rubber imported into France it was an 
instance o f the ‘ levy subsidies ’ familiar in British agriculture in the 
1930’s. Its advocates claimed that it had saved the industry from 
collapsc, and it is undoubtedly true that without government assist­
ance, the rubber industry o f French Indo-China would have had 
to face great difficulties since, as well as having high costs, the estates 
were short o f cash and were much in debt to the banks.^ The 
heavy subsidy and the rapid increase in productive capacity ex­
plained the rise in exports during the slump.

In spite o f the high costs a bright future for the industry' was 
visualised by planters and officials alike. M. Henri estimated 
that by 1940 French Indo-China would export 60 ,000 tons of 
rubber, and this turned out to be an accurate forecast.

The other territories can be dealt with more summarily. In 
both Sarawak and Siam rubber was grown almost entirely by small­
holders. In the incidence o f processing charges and transport 
costs, as well as in the easy access o f smallholders to food crops 
(especially in Siam), there was a resemblance to the larger N.E.I. 
native rubber-growing residencies, though unhke in the N.E.I., 
an appreciable proportion of the smallholdings area o f Siam and 
Sarawak was in Chinese hands. A large proportion o f the planted 
area was very young; around 1930 almost three-quarters o f the 
estimated planted acreage was immature and most o f the mature 
area was also young. Under t h e  impact of slump prices the industr>' 
operated much below capacity, but exports increased rapidly.

'  A* w l l  as the n jteidy, loans on jpecialiy easy terms were granted to planters with 
young rubber, to enable them to faring their prcperlies to maturity.

k.
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during the second half o f 1933 in respome to the sUghtly better

’’""in India (which at that time included Burma), though wages 
„ „ e  much lower than in other rubber-producing countries exc^ t  
u Z  X  yields per acre were so low that p ro d u c e  were unabte 
I® ’ p e t la t  slump prices and were on the verge o f b ^ g  squeezed 
nut In 1931 production in Burma (where the mdust^- was 
^ lo a ra tiv c ly  y L n g  and therefore had somewhat better utamate 
“ rp e Jn v rp o ^ n ti^ tie s )  was adversely affected by the revolt of



THE POSITION OF THE mMXHOLDLVGS

IT has aJr^uiy been shown d m  there u-a  ̂ nidesprcsd as*, 
undemanding of the ccodstkm  of producdoo oc 

and lhat this resclted in complete iailure to estimate the respoift 
of otitput to changes in price ; it was abo to ha%ie agztificant resoh 
in the administration of rubber restncticMi. W'c shall non revif« 
come of the main elements in smallhoiders’ productioo, chieflr 
during the flump, first in Malaya and th «i in the N.E.I.. the fw: 
territories whose smallholdings industries are by far the moR 
important.

I
The report o f the enquiry into bark resen-es, consumption and 

renewal on Malayan smallholdings which had been instituted in 
1931, was published in Jan uary 1934.^ The results were remark­
able, though the>' aroused far less interest than they deserved. In 
a sense they were comparable to the disco\-er>- in the late 1920'i 
of the enormous native rubber areas in the N.F.x.

The investigation was on a comparatively - .nail scale. Ninety 
smallholdings » were examined and 100 trees measured and re­
corded on each. The Department o f Agriculture was responsible 
for the investigation, and close liaison was maintained with the 
Rubber Research Institute o f M alaya (R .R .I.M .) on technical 
matters. The report claims that the holdings investigated were 
thoroughly representative o f the mainland o f Malaya. Most of 
the averages o f the report are arithmetic means ; where the mode 
and median are given in subsequent paragraphs they have been 
calculated from the data in the appendbc to the report.

The average age o f the trees was 16 years (arithmetic mean, 
mode and median were the same). The density o f tlie stand was 
much greater than on estates o f similar age ; the arithmetic mean

T o L  S W O r o n  P "

dUcuMcd S ' a p ’̂ ciL  1 ) ' »m aliholdi..g. are



Tbc major jurprts«s w m  pro%'kkd by the 6^rr$  of bark it j tm a
a n d  b oA  consumption, and b\ the proportiao o f d b e a s fd trr^  Bwk
r r s e r v a  wm : expressed in \ rn ic ji iochr> vm a quArter-drcum- 
faence. It found the>- a\rra|!ed 146 v’enicol ir .  Iwss .i
quarter-circumfcrcnoe, or ro jg h h  the bark b c W  6 ft. from
the ground, wbicli U. generall>- taicji ihe limit rA>ooiHu* 
upping on smallboldings. At die aw ragr r.ue Iwrk con- 
sumption on the holdings these resex\Ts >̂ -crc suSkient Ru- s tv tr  
ycais and fi\"e months, cv'cn in the absence o f any bark. ret\cwal. 
The lowest rtserve was one o f 2 years and 11 months. whiUi the 
highest exceeded 16 yean. The. a\rrase for johore \sms slighth- 
higher than the general average ; this \s\is aspiin interestiiu;. in view 
of the fairly continuous tapping there throughout the Sicvcns»in 
scheme. The rate o f bark consumption was far lower than h^d 
generally been believed. Tliis w;is p.utJy due ta t}ic large per­
centage o f the trees left untapped, es-en on holdings in pnKluotu-m. 
On all holdings investigated 22 per cent, of all trees had been left 
untapped for "twelve consecutive monUw, 9 per cent, for Uu'cc to 
four mondis, 7 per cent, for five to six monilis, while tlxe trees in 
production were tapped on tlic average only 20 days a month. On 
trees in tapping, bark consumption averaged 2-05 vertical quarter 
inches per month {median 1 91 )  and, alUming for tlie trees unlapped, 
the overall average was 1 -64 vertical quartn  inches per month (median 
1-56), and the annual rale o f bark consumption thus averaged
4-92 inches (1-64 x  12-^4).» The rale o f bark renewal appeared 
satisfactory, and frequently the bark wa.s tappable again three 
years after removal. WhUst not enough was known of the hLstory 
of the holdings to say with absolute certainty that the rate o f bark 
consumption in the past had not exceeded bark renewal, it appeared 
that the forecasts o f an early decline in output had been based on 
‘ more or less casual observation, and holdings tapped on ihe 
systems which have been studied are not likely to suffer from an 
excess o f bark consumption over bark renewal .*

• A s l a t e  a s  N o v e m b e r  I9 3 I  th e  M - A . J .  s t i l l  w r o te  : ; ju c l g i n g  f ro m  r e t u r n . ^  f « r  in  
h a u d  m c o n n c c i io n  w i th  th e  b a r k  r o n s m n p tio n  . n v « ( i g a u o n  th re e  u i c h s  «  “
of bark rcmc-val during a m on th ,  al.lvoi.gh c a , «  of nvo m h e s  o c c u r ,  as well «  several 
cues of four ai.d five inchts. and a fê v of iix  inches. M y «& !»«.

* Bark Conswtiplion and Bark Resems on Small Ritbbn iMdvigs, p. 42.
The 1932 Annual Report <»f the Chief Sccrciary- to the F.M .S. Goven.me.it. refcm i^ 

to the preliminarv resulu c f  the r .iq i.iry , went as la r as to say : DaU so
jmUfy UieMa.emcnt that the rale of bark renewal on the a v e r a g e  smaUhokling 
coniiderably occeeds the rate of excision.’ The Awmal Report of the Qilonial 
S .S., covering Uie same yew , still maintained the contrary, though without refemng 
any evidence. *



In view of the substantial reserves o f tappable bark and tht 
high current rate o f renewal, this appeared to be a ver>’ conservative 
statement. There was no prospect o f an exhaustion of bark 
reserves and no likelihood of a decline in output at any foreseeable 
time, except o f course a reduction in response to very low prices. 
Not one single tree was found untapped owing to shortage o f bark. 
Only eight out o f 9,000 trees examined were found dead ; thc\ 
were killed by root diseases. The deadly root diseases which had 
taken such heavy toll on estates were almost endrely absent, though 
it had been taken for granted that they would be rampant on 
smallholdings.'

Output per acre averaged 477 lb. (median 468 lb.), ranging 
from 192 lb. to 889 lb. The investigation covered smallholdings 
owned by Chinese, Javanese and Indians, as well as by Mala>-s, 
For Malay-owned smallholdings only the average was 481 lb. and 
the range from 241 lb. to 778 lb. The high minima are noteworthy.

These findings are eloquent comments on the statements about 
native methods which were being made witli such assurance by the 
leaders o f the industry, and it is perhaps not surprising that while 
the establishment o f the smallholdings enquiry had been full) 
reported in the B ulletin  o f the R .G .A., as well as in its 1931 Annmi 
R eport, no reference to the results can be found in these publications.

Smallholdings were tapped perhaps somewhat more severe!) 
than estates in good times and bad (though the difference was noi 
very great w'hen allowance is made for the many untapped tree 
on smallholdings, where the resting o f individual trees correspond! 
to the rotational resting of areas on estates), and observers belicvec 
that the rate o f tapping would prove too heavy to be maintained 
The analogy with estate condidons was, however, imperfect 
Declining yields on estates had been largely due to soil deteriora' 
tion, especially erosion resulting from clean weeding, excessive si]' 
pitting and other mistaken methods o f cultivation, and from the 
depletion of the stand, chiefly through root diseases, particular!) 
F onus hgnosu s. The smallholdings which are rarely clean weedec 
had kept their top soil which on estates had often been washcc 
away by heavy rain ; the dense cover, moreover, as well as supplyinf 
vegetable debris and improving the water-retaining capacity o

carcfuU y-cultivaiccl I ,  w a .  a r^ .c c i th .
comtituted aa  uni^liaW ^>8^1 î -a* ever present on smallholdings which, liiercfufc 
s ^ T n o t  the reverse wasT in facl, true, wi.
.ig.U om  i„ a , I  n !e X  ’



the soil, also helped to maintain a low temperature combined with 
high humidity near the ground and thus gave ideal conditions for 
bark renewal. Moreover, several years of research by the Patho­
logical Division o f the R.R.I.M . had by 1933 overthrown the 
accepted views on root disease, and had revealed that clean weeding 
actually contributed to the spread o f Fomes lignosus. Altogether 
there was no difficulty in explaining the high level o f bark reserves 
on smallholdings.

The smallholders prepared their rubber well, and the largest 
areas were not far from the most important markets, while by the 
1930’s communicadons in western M alaya were generally very 
good. These factors explain the comparatively small margins 
both between the Singapore quotations o f standard quality ribbed 
smoked sheet and those o f Gliinese smoked sheet (Malayan small­
holders’ rubber smoked by Chinese dealers), and between the 
Singapore quotations and the up-country price received by the 
smallholder. W liile quotations in given districts often showed 
such wide ranges that it is difficult to speak of an average price, it 
appears that around 1930-32 the bulk o f smallholders’ rubber in 
Malayan up-country districts fctched only 1^-2^ cents per lb. less 
than the Singapore price for ribbed smoked sheet—a margin of 
usually five to ten per cent. In 1932 when Singapore prices were 
very low, the margin was only about one cent. Cash costs of 
producdon were vei7  small ; the Kuala Lumpur correspondent 
of the Straits T im es, in an account o f conditions in an exteasive 
rubber-growing district in Selangor, reported that in the summer 
of 1932 the smallholders produced good dry rubber at a cost 
(excluding rent) o f about one-half cent per lb. or less.

It is thus easy to sec why the great majority o f the smallholders 
found it worthwhile to tap their trees throughout the slump. 
According to the smallholdings enquiry, tapping tasks (the d^uly' 
work of the tapper) on smallholdings averaged 390 trees, and these 
would be tapped in about 3 i  hours. This light work for a short 
working day secured the owner adequate cash for his needs even 
in bad limes, and sufficient money to owner and shart^-tappcr 
when prices v(ere better. During the worst period of the slump 
the smallholdings were often tapped by the dependants o f the / 
owner, who himself went out fishing or woodcutting. The holdings 
were thus tapped in most districts at all times except at the bottom 
of the slump, but this was not identical with overtapping as had 
been believed.



II

The sustained high rate o f smallholders’ production was aii 
relevant to another much-debated question in M alaya : tl, 
country’s dependence on imported food, principally on heavy rio 
imports. A Rice Cultivation Committee was set up in 1930 k 
investigate the main features o f the rice situation in M alaya, as wd 
as the possibilities o f increasing the output o f Malayan-grow 
rice. This investigation, too, brought to Ught some unexpcctec 
aspects o f the M alayan economy. Though on the average Malay; 
imported some 60 -70  per cent, o f her rice requirements, it waj 
found that the Malays were much less dependent on imported rici 
than had been believed ; the indigenous population grew somt, 
75-80  per cent, o f its rice requirements. The Chinese and India 
population, who between then outnumbered the Malays, wet! 
entirely depmdent on imports. The Rice Cultivation Committee 
and in particular its chairman, the then Director o f Agriculture, 
were very anxious to see M alaya more nearly self-sufficient. Tht 
various measures proposed to this end included the extension oi 
Government irrigation schemes and the refusal to alienate land 
suitable for padi for other purposes, A  tariff on imported rict 
was rejected, though it was introduced subsequently. During tht 
slump there was an increase in Malayan rice production, but this 
was not fully maintained after 1932.

Tliere were two major stumbling-blocks in the way o f a sub- 
suntial extension o f rice cultivation. The M alay rulers delinitd) 
opposed the alienation o f suitable padi-growing land to Chinese 
and to Indians. The relations between Chinese, Indians and 
Malays were satisfactory, but on this point the M alay rulers used 
to be adamant, and the Britisli administrators did not press the 
matter unul about 1940.

The otiit|r obstacle was the rational economic attitude o f the 
™bbor-grow.ng smallholders, who appreciated tliat rubber was 
sull the most profitable crop among tlie available alternatives, except 
wL ^ L kI principal markets, ot
Tnd oadi , r r  P f ' ' “ ’" 'y  poo-yielding. The price o f rice 
the ^rea m f  the depressio.
m o r f  r^ce ^ b b e -S ^ v in g  smallholders could obtain
more nee with the proceeds o f rubber than by gromuK it direct.
in w l U r r S b b e ? . ™ " ’"'»rised in the following tabla,'

• rubbei and padi are compared Brst (Table I) as means



t h e  p o s i t i o n  o f  t h e  s m a l l h o l d i n g s  b l  

of securing a given quantity o f rice, and secondly (Table II) as 
cash crops.*

T a b l e  I

Comparison b etw een  Rubber and  P adi a s M eans o f  Securing a 
Given Q^ianiily o f  R ice, 1929-33

Singapore ' I EHimaUJ
I , ^ e o f  ‘ " f ? * *  gr<as
imaUholders  ̂  ̂ ■ p m ttd s

1929
1930
1931
1932
1933

_  (0 _

485
460
445
385
465

34-5
19-3
100
7 0

10-2

13) (4)

Average 
retail price ‘ 
o f^ 'o . l  

RoJtgoon rke 
in Malacca ‘ 
{cenU per |

, g an tan g  ;
1 gantaitg : 

rice = Z  lb.).

\ (7)
1929
1930 ;
1931 ^
1932 ;
1933 [

52
46
28
22
23

of rubber
(5)4-(7)

J ? L
273
150
114
86

156

305 150
16-8 77
8-0 : 36
6 0 23

i 8-7 40

Ai'erage Riee

(ganiangs 
per acre)

. emiivlent 
of expenses 

■■ (gantangs)

(9) ( 10)

83 30
73 30

101 ; 30
110 30
106 30

.issumed 
expetua 
per acre 
{MUtri)

(5)

EilimaUd 
nei pTOHtds 

per acre 
{JoUars)

_

142
69
32
19

Xetyieid

(3h S)

(ID

53
43
71

Balance in 
faoour of 
rubber in 
gantangs 

of riee 
(«)-{;/) 

_
220
107
43

6

On the assumptions o f these tables Malayan smallholders not 
too distant from the principal rubber markets could, even m 1932, 
obtain more rice indirectly by purchasing it with the proceeds of 
rubber erowing than by producing it direct, and this m the woret 
year o f the acutest rubber slump. In 1932 these producci-s could 
obtain about 690 lb. {86 gan tangs) of cleaned nee with A e  p rocess  
of the yield o f an acre o f rubber against about 640 lb. [QOgantangs) ot 
ricc wJxen grown direct. According to a Chinese spok«man m 
the F .M S. Federal Council in 1933, the advantage m favour ot 
rubber was even greater, rarely less than 100 lb. o f rice per acre. 
The relationship was probably reversed in the sprmg of 1932 when

* The Bourccs, assumptions and calculations underlying the data are reviewed m 
Appendix G.



t h e  p r i c e  o f  n i b b c r  w a s  a r o u n d  5  c e n ts  i n  S in g a p o r e .  T h e  f im  

a r e  r o u g h  a v e r a g e s  a n d  c o n d i t i o n s  d i f f e r e d  i n  v a r io u s  p a r t s  o f  ik  

c o u n t r j ' ,  b u t  t h e  c o n c lu s io n s  a r e  v a l i d  f o r  m o s t  o f  w e s te r n  a tt 

s o u t h e r n  M a l a y a  w h e r e  s m a l lh o ld e r s  w e r e  p a r t i c u l a r l y  d e n c n H T  
o n  r u b b e r .  ■ ™

T a b l e  I I

Comparison b etw een  R ubber a n d  P a d i a s  Cash Crops, 19Z9- : i3

Onus Cash 1 Assumed \
proceeds

m e

equumlenl o f  
cost o f  pad i 
production

1 1 
; proceeds  ■ 
I fr o m  fiadi :

. p e r v e r t ) {dollars) 1 (dollars) ;

; (3) (4) (5) j

1 28 14 14
1 23 13 JO '
! 20 7 13 i

20 6  ' 14
17 6 : I )  1

' P rk t  ------ - I I . --------  „^  ber pfixttdi njuitmlmt o f  tut i  : Digam
 ̂ \ y x

(1) i (2)
Col.

(6) (7)

m  1|:S I II
1931 : 248 ’ 8 0  I 20  7 S I f f

- ’ -5 ' 2 0  6  ̂ 4  ’ i  I
1933 I 260 : 6-7 ; 17 6 ! I I  I ^  25

M u ch  th e  greate r p a r t o f  th e  M a la ya n  r ice  o u tp u t is consum ed bv  the c ro w e ri 
pa d i IS no t m uaU y „ „ l e t e d  ; the c o m p a r i„n  a ttem pted in  T a b le  I  
n g n fc a n c e  and a lso less hazaidous th an  th a t o f-T a b le  I I .  fg re aw

fa ll in  t o S  k  ”1 ™ '’ '= "  P ' f  a fte r 1929 reflects, o f  course, U*

T h e r e  w e r e  s o n je  o t h e r  a d v a n ta g e s  i n  f a v o u r  o f  r u b b e r .  T h t

■ i “  * e  c u l t i v a t i o n  w e r e  « ,  m a n v
c a m «  o f  h e  in d e b te d n e s s  o f  t h e  s m a l lh o ld e r .  T h e  p u r c h a s e  o f  a

* r f ! m i l v  f  m a in t e n a n c e  of
* m  r  A e  L  h a r v e s t ,  w e r e  a l l  l i k e l y  t o  send

M d e r  ( d t o ,  r ? "  " ■ '■ f  “ ’ ’ ‘ ‘ “ P " -  ' ^ ‘ “ = f “ b b e r - g r o w i „ g  s m a ll-
h ^ e r  ( t h o u g h  h e  m a y  b e  m  d e b t  f o r  o t h e r ,  I r r e l e v a m  ? e a s o m )

l ^ t " ° ' S “ r “ ’  v e r y ’ r a r e l y  m S i u m T e ™

T r e  s u b s m l r i ^ n  " - ^ g l i g iW e  i n  r u b b e r
o f  1932  r u b b e r  ’  g r o w i n g .  A g a i n ,  e v e n  d u r i n g  t h e  s p r in g  

C h i n i e  d e a W " ,  7 *  >' * e  u b i q t r i t o m
™  n u m e r o u s  i n  aU

b u y 7 r s , S l a s  b v  c o m p e t i t i o n  a m o n g

- - S g d  —
o n  e n d ,  t h e  M a l a y  r u b b e r - g r o w L ^ l ^ l f ^ ^  '



three or four hours a day, and could take a day or a week off when­
ever he wished. Padi growing is more seasonal than rubber 
cultivation and leaves the cultivator free for longer penods ; over 
most o f western and southern Jrfalaya tliis advantage is more than 
offset by the poor yields o f padi and by the much harder work 
reauired by padi cultivation. Rubber tapping is among the least 
exacting forms of work in tropical agriculture, especially where 
(Treat care is not demanded. ^

Thus there were solid grounds for the smallholders preference 
for rubber in western and southern Malaya, where padi yields are 
particularly poor, and with the improvement m the rubber market 
rice production lost much of the increase achieved during the slump.
In O^ctober 1933 a small import duty on rice was iniposed m the 
Malay States (not in the S.S.) ; the authoiihes preferred to ^ 11  
it a cess for the encouragement o f local nee production. The 
measure was introduced against strong opposition by representanves 
of the Chinese and Indian communities, who pointed out that even 
though the rate o f duty was comparatively smaU it would affect 
the cost o f living o f the poorer sections of the commumty, 
of the large Chinese families.' The effect on local nee
was negligible. The ““*orities subsequentiy ̂ m it td  that the
measure had been a misuke :<nd it was withdrawn m 1935.

It is quite feasible that a rubber slump should coincide with a 
rice shortage, which would have a highly 2“"
the terms o f ti-ade o f Malaya. This actually happened m 19^1 i i ,  
Ind t ^  experience o f thoL-years was frequently cited in support 
of tiie rice t o i f f  in 1933. It seems that a much better poUey wojdd 
have been the maintenance by * e  Malayan 
large revolving stock of rice. W ith an unfavourable ' “ bber/riee 
price ratio the cultivation of rice (both as wet and

and Chinese labour would have to be accompamed by an expansion 
of food production by, and for, those who remain.

. To prcvcn. f ,o n .^ e  S.S. i . .o  1
the latter was confined to a  number of s p e c ^ c ^  - rice dealera
,u W a a l ly th e b u r d e a o f th e d u ty m  c«um d^^^^^^ Sembilan used to import
in the important rubber-ffowmg . fojiowinff the imposition of the duty

the duty.



VMien the present w nter visited M alaya in 1946 many 
holders were aslced how they had managed to make a HvinJdn ? 
the great depression o f the early thirties wlien the Singapore 
rfru b b e r at one time declined below 5 Straits cents (lirf.) per,? 
The answer was generally that as the cost o f living, L ec iaU y ^  
pnce o f nee. had been very low at tliat time, it had been poLbfe 
to make ends meet, though in some instances it had been n e c i !  
to rely to a greater extent than before on other activities such^  
fehmg or hawking, or l i e  production o i  ra ttan  to supplement th< 
mcome from rubber. But among smallholders, as distinct from 
unemployed or under-employed labourers, there was apparent^ 
httle hardship even in 1931-32, The smallholders were Z Z m l  
m saying that they were glad to possess a rubber holding, and thal 
in spite o f Its violent pnce fluctuations, rubber had proved a very 
satrfactoo ’ crop, highly suitable to their requirements.

smallholders are also well 
sm ^lholdfn^ ’ administrators famiUar with conditions on
sm allholjngs. They were emphasised to the present writer in 
M alaya by M r. R. Boyd, who is at present Director o f Co-operation 
Malayan Umon, and who has had over thirty yeai^’ e x p e r i la  
m the country and whose knowledge o f rural M alaya is impressive ■
M al™ ^ ' tV  decades o f residence in rural’
Malaya. These administrators also pointed out that with the 
P^-w ar techn que (in the absence o f mechanisation) padi “

h o t o  h a r t e  ‘ ®20's.rubber production by smaU-

ought not to be overlooked that “
source o f Malayan prosperity and o(-ft, has been the
tive standards), it is questioLble whether e Z ' ”̂  
by smalUiolders was a desirabl/  ̂ nnj’ . cultivation
food cultivation was on entirely o f this enforced



the course o f a visit to Malaya in 1946 it was found that in some 
areas land had been alienated to smallholders on condition that it 
would be brought under padi, and this restriction has been main­
tained for many years, even though the yields were negligible or 
indeed purely nominal. It appeared that the authorities were 
more concerned with the acreage under padi than with the amount 
of food actually produced. In assessing the merits o f such a policy 
it must also be remembered that the smallholders arc much less 
dependent on purchased foodstuffs than are the hundreds of 
thousands o f estate labourers. The Malay population is about 
four-fifths self-sufficient in ricc ; the urban population and the 
Indian and Chinese estate labourers have always been almost 
wholly dependent on purchased food, mostly on imported supplies. 
Enforced cultivation of foodstuffs might have been regarded as an 
insurance premium, but it is incongruous that this premium should 
be levied on the smallholders who have always grown a much 
larger proportion of their requirements than the estate labourers 
or the urban population. In short, insurance premia are le\ied 
on one section o f the community as a partial safeguard against risks 
arising largely fh)m the activities o f the other sections. The ban 
on the alienation o f land for rubber planting from 1922 to 1928 
and again from 1930 to 1934 also pressed hardest on smallholders, 
who rarely have unplanted reserve land, while, as will be seen 
later, the planting provisions o f rubber regulation threatened their 
very livelihood ; all these were policies supported by or initiated 
by the M alayan authorities. A t the same time the authorities 
were inclined to encourage estate production, which is based on 
large labour forces who grow virtually no food, and certainly less 
than the proprietors or tappers o f smallholdings.

I l l

The native producers in the N.E.I. were much in the 
limelight in the late 1920’s, chiefly as a result o f the part they played 
in the failure o f the Stevenson scheme. Even though some market 
circles tried at tlie time to minimise the importance o f the rapid 
rise in the N.E.I. native exports after 1922, and what was perhaps 
more significant, the enormous areas planted by the natives since 
the mid-1920’s, thesq matters clearly could not be concealed. 
The position o f these producers merits some consideration, as it is 
clear from the la t^ t acrcage figures, as w'ell as from other evidence,



that tliey are likely to excrcise a very considerable influence on the 
future o f the industry.

Bet\veen 1924 and 1930 several investigations took place into 
the extent and conditions o f the native rubber areas o f Sumatra 
and Borneo which produce 99 per cent, o f N.E.I. native rubber. 
M r. T. J .  Cumming’s R eport on  a  Visit to D jam b i (1924), the Repon: 
o f  the N .E .I. R ubber In vestiga tion  Committee  ̂ (1925-27), the Taylcr- 
Stevens R iport to the R.G.A. on  N ative R ubber in  th e N .E .I. (1929), 
Dr. W hitford’s five R eports on P lan ta tion  R ubber (1928-34), a]) 
reviewed the conditions in the native rubber-growing areas. From
1928 till the outbreak o f the Japanese w ar the Division o f Agricul­
tural Economics in the N.E.I. Department o f Agriculture issued 
periodic Reports on N ative R ubber C ultivation in  th e N etherlands Easi 
Indies. These repwrts and Dr. W hitford’s observations were perhaps 
the most valuable. In addition to these more or - less systematic 
investigations, a number o f planters, business men and casual visitors 
recorded their impressions in papers like the S tra its T im es  or the 
D eli Courant. While some of these reports embodied the results of 
much and often careful work and ser\'ed to give a fairly good genera! 
picture o f the native rubber situation, they were o f very limited 
value for estimating either the planted area or future supplies. 
The area was still imsurveyed, and it was plainly impossible for 
one or two men to estimate the rubber acreage in a residency 
the Western Division o f Borneo, which is larger than England and 
Wales.* The investigators had to estimate the planted area is 
indirect and devious ways, on the basis o f exports, assumed yields 
per acre, proportion of the area untapped, and the ratio o f mature 
to total acreage. Such estimates were bound to be extremdy 
hazardous.

As well as sheer physical distance, the planting technique of 
the natives (discussed below, pp. 67-68) enhanced the difficultie 
of observers. The immature trees were barely distinguishable 
from the surrounding jungle.^ Most o f the area was planted

* 'Hiis was a mixed conunittcc of Brilish and Dutch planter* and N.E.I. official*, 
who out a »CTtM of investigatiom in the N.E.I. native rubber-growing districti

I he lai^c rubber-growing jcsidcacy of South and Eajt Borneo u  several limo 
^ t e r c d   ̂ concentrated, while in W ejtem  Borneo it  is widely

^ D j a m b i .  ■ R iibber only a  fev 
yean  old a  barely recogmjable, because the land after the padi harvest is simply abao- 

r  * «poradicajly only, m that the ygung rubber develops amoi<

r n S n ^ ^ V  ;  ^ »uch enJironnJnt is^curcd of ant
intcDUon 0 have the young fields surveyed, or the trees counted. 'T lie  young tre «  aP-



after 1924, so that the investigators during the late 1920’s had a 
particularly difficult task in estimating the acreage o f young rubber. 
The estimates o f the proportion of the mature area tappable by 
local labour in any given residency were also highly conjectural. 
These were based on assumptions o f the total mature area or of 
the number o f trees, the daily task o f tappers, the number of 
labourers (generally estimated by dividing by the number of 
inhabitants according to the last population census), and o f the 
number o f tapping days on an area in production. Even on the 
last point views diverged widely ; estimates by investigators of the 
Native Rubber Investigation Committee ranged between 180 and 
270 days a year.

While views on the extent o f the planted area at the close of the 
1920’s ranged from about one to two-and-a-quarter million acres, 
there was greater agreement on potential capacity. The N.E.I. 
authorities estimated that it would be about 350,000 tons by 1934, 
while Dr. Whitford put it at 375,000 tons for that year. Tayler 
and Stevens thought that it would reach 300,000 tons by the 
mid-1930’s. Subsequent events revealed all these to have been 
substantial understatements. All were agreed that very large 
areas would reach maturity by the mid-1930’s.̂

A  large though uncertain proportion of the N.E.I. native rubber 
was planted as a by-product o f rice cultivation. For centuries 
past the natives o f Sumatra and Borneo had cleared plots o f land 
year by year from virgin or secondary jungle, and after taking o ff 
one or two rice crops allowed the clearing {ladang) to revert to 
secondary jungle, which in turn might be cleared again a few years 
later. This system was retained af^er the advent o f rubber except 
that the  ̂ latter was frequently planted together with the padi. 
After the second rice crop was haiVested the rubber was left alone 
until it became tappable. The cost o f adding rubber to the 
existing system o f cultivation was negligible in terms of cash or 
effort. In some areas, o f which the most important was the Oeloe

left alone for Rvc to eight y ea rs ; the age at which tapping U started depends on the 
market price of rubber and on the quesUon whether or not older fields are available 
for tapping.’

LaUing [ImptrtUi a tmdinacta) is a  dangerous apear-grass, common in the secondary 
jungles of Malaysia. Blukai is any kind of secondary jungle.

‘  ‘ All ’ still (Kcludcd some of tlie most influential R.G.A. leaders, one of whom said 
in an important address in February 1929 that he was very sceptical of the grandiose 
figures of the N.E.I. native rubber which had become current. Subsequent events 
revealed that the ' grandiose figures ’ current in the late 1920’s substantially under­
stated the N.E.I. native potential output, and greatly over estimated the supply 
price of native rubber.



Socngd district o f South and East Borneo, rubber was planted o, 
its own and not on rice clearings. The Native Rubber Investi. 
gation Committee estimated that in the mid-1920‘s it cost abom 
£ 5 -^ 6  to bring to maturity m th hired labour an acre o f native rubba 
in the Outer Possessions. This was a notable contrast with tht 
capital costs o f the estates which at that time were about ;^60-f8H 
per acre.

Planting was generally very dense, with initial stands o f 300-500 
trees an acre against 120-180  on European estates, which were 
moreover, subsequently greatly thinned out. The dense stand,’ 
apart from ensuring high yields per surface unit, also entailed 
favourable conditions for cultivation by smallholders : lower
ground temperature, humid atmosphere, ample supply o f vegetable 
debris and maintenance o f soil fertility. These were indicated 
by the Malayan smallholdings enquiry ; in the N.E.I. the stands 
were even denser than those on M alayan smallholdings. The 
dense stand also resulted in heavy shade two or three years after 
planting ; ,(he rubber tree is shade-resisting while most of its 
competitoi? and enemies are not, so that the dense planting helped 
to give the rubber a good start.^

There was at tlac time much ill-inrormcd comment on the 
ravages o f disease in native holdings in Sumatra and Borneo, very 
s i^ la r  to that about the conditions on Alalayan smallholdings. 
‘ Rampant root diseases’ were referred to particularly freely. 
The available evidence was by no means conclusive. The findings 
of the Native Rubber Investigation Committee on conditions in 
the different residencies around 1925-26 were conflicting. Accord- 
ing to the Report on  T apanoeli over 75 per cent, o f the trees were 
diseas^ ; the mvestigators o f the neighbouring residency of ihe 
West U o ast^ Su m atra  thought diat the figure was around 10-15 

expressed in the interesting R eto r t  on llie 
W estern D im ion  {Pontianak) o f  B orn eo  are worth quoting. It will 
DC noted that they were at variance with the opinions then currcnt

and of native rubber m.glu,
vv-iA prc^dticiive life of the smallholdings as compard

‘h .  heavy c s u a l t i i  on the i t a t «  
evidence on ‘ Aa yet ihcre is liltle
in M alaya a ; any rate of estates and smaUfioIdings ; w liat there is,
better, than tha^of  ̂ of sm allholdiog. i., a , good. ,fno .
Urn this wa^due to the demi^y of
and “m S S i d i n g g * d e m l i y ,  which arc different for cstatcJ 
Appendix D. ^»^erstood. 'H ic mutter is discussed ia



but were much in accordance with the subsequent findings o f the 
Malayan smallholding enquiry: ‘ A  curious difference between 
fields planted and maintained on principles o f European manage­
ment and fields planted and kept in the native way is clearly 
visible. The European method is one of wide planting, often madf 
wider still by subsequent thinning-out and formerly also combined 
witli clean weeding. The result has been rapid and thorougl: 
decomposition o f the organic matter in the soil, resulting in it: 
subsidence, leaving the old lateral main roots bare often up tc
2 feet over the new soil surface, and the final result o f course is i 
great number o f trees standing aslant or tumbling down. Th< 
native as a rule plants 10 by 10 feet and leaves the undergrowd 
under the rubber undisturbed. does not occur on thi
soil, and so the undergrowth consists o f harmless weeds and Heve, 
seedlings. The effects o f this method may be seen in 20-year-ok 
native fields where practically no gaps occur and the trees stanc 
upright.’

In view of the findings o f the Malayan smallholdings enquir 
and of the subsequent performance of N.E.I. native producers i 
can be safely said that some of the early investigators much over 
estimated the ravages o f disease on the N.E.I. native holdings, whil 
possibly they also under-estimated the great recuperative powei 
of the H evea, which is believed to be the hardiest domesticated tree

It was, however, generally agreed that much of the new plantin 
of the 1920’s should be regarded as replacement planting. Ac 
cording to the N .R.I.C . R eport on the East Coast o f  Sumatray ‘ . ther
is already a surplus o f trees tliere, but new fields are still bein 
planted, either as reserves or substitutes for tlie old fields, or i 
the hope of selling them later on. Considering tlie enormous bar 
consumption, the planting of new fields as reserves is a wise polic 
and necessary for permanent maintenance o f native rubber growin 
in tliis district.’

So far native holdings have survived much longer than had bee 
expected, but replacement will eventually become necessary, fc 
reasons o f technical progress, if  for no other. In judging tli 
merits o f new planting as a form of replacement it should be note 
tiiat not only is almast unlimited land available in most distric 
of Sumatra and Borneo, but abo tliat rubber takes virtually nothin 
out o f the soil, and probably nothing at all which under nati\ 
conditions would not be pul back through decomposed leave 
branches and twigs. In tiio words o f the J/.R .I.C . Report on Weste\ 
Borneo : ‘ There can be no objection against die planting of rubb(



on abandoned la d m g s , citJicr in the coastal plain or in the hiliv 
country. Even if  rubber cultivation would no longer pay it would 
be better to have the land imder H m a  than under h la n g .  In the 
coastal plain on neglectcd land the H evea  is simply absorbed as a 
forest tree in the quickly-growing forest vegetation, so that sifter a 
couple o f ycai-s it is sometimes hard to rediscover the H evea.'

This important feature o f rubber cultivation (which raises 
important issues o f planting policy, as we shall see in our discussion 
of restriction) should be clearly borne in mind in considering the 
merits o f rubber as a native crop, or o f the extensive cultivation 
methods m Sumatra and Borneo. The leading technical experts 
are unanimous in emphasising the very small demands o f the 
rubber tree on plant food. As Dr. W . B. Haines, formerly Head 
o f the Soils Division o f the R .R .I.M ., put it : ‘ Our knowledge of 
the effects o f fertilisers has been mainly built up from experience 
with seasonal crops. These usually end in the removal o f a large 
amount o f plant food from the soil in the harvested crop. The 
case o f a rubber plantation offers a very striking contrast. The 
crop is not seasonal, nor does it remove permanently any very 
appreciable quantity o f plant foods. The natural cycle o f changes 
is that o f a forest in which a considerable proportion o f the available 
food passes round in a continuous cycle from the soil to the tree 
and from the tree back again to the soil in die form o f leaf-fall. 
The necessity o f manuring arises, therefore, not so much from the 
necessity to renew losses taken aw ay by the crop, as from the needs 
caused by a break in the natural forest cycle,’ '

W ith few exceptions the rubber-growing districts o f the Outer 
Possesions are sparsely populated and labour has generally been 
regarded as the Umiting factor on output. During the 1920's 
some of the native districts depended on labour from Java  or
[haTh^ “ d it was estimated
that by 1932, when the 1925-26 plantings came into bearing, local
mn ,  T h >"-™ffic.ent to tap the mature area in all the

U w a s  * 0 , a t" ';?  “fO eloe Soengei in Borneo,
It was diought that the substantial deficit o f labour in the Outer

from Java. These estimates did not prove altogether reliable and

a X l b T v T e n t f ^  ^ p o r t io n  f f  the m ^ a r c ^
local labour in 1933 or I9M  ®°in™ r  ’
o f die 1920-s had settled The m t J * '  f ‘"S' -ant  labour 

"“mber o f owner-tappers had also



increased considerably through the acquisition by local labourers 
of holdings o f their own. Again, in certain areas, notably Tapan- 
oeli and the W«5t Coast of Sumatra, the younger generation of the 
local population gradually took to tapping. The great reduction 
in government expenditure on public works also released labour 
for tapping. The experience o f the depression years, which was 
confirmed by the trend of exports in 1934-36, in 1941 and again 
in 1946, suggests strongly that the dependence on outside labour 
was greatly overstated.

Over-estimates o f the supply price o f labour were partly re­
sponsible for the discomfiture of the forecasts of the supply price of 
N.E.I. native rubber, reviewed in Chapter 3. The Native Rubber 
Investigadon Committee thought in terms of daily earnings of 
50 guilder cents to one guilder as necessary to secure hired tappers 
in the most important native rubber-growing residencies.^ In 
1931-33 earnings o f 10 -15  cents by hired tappers were frequent 
and instances o f earnings o f 6 -10  cents %vere noted in the official 
Reports on  N ative Rubber Cullivalion . Admittedly most of the early 
estimates assumed that the Javanese worker could earn 60 cents or 
more in Java, where by 1932 earnings had fallen to 15 cents or less ; 
but even allowing for this factor, it appears that die earnings needed 
to ensure a supply o f tappers (including owner-tappers) had been 
greatly overstated. This resulted partly from under-cstimates ot 
local labour supplies, and also from the failure to allow for the 
relative attractiveness o f rubber tapping as against other forms of 
agricultural work ; the shoit hours, compared with a much longer 
working day in picking pepper or collecting jungle produce, were 
an important attraction.

The supply price o f labour was not the only uncertain factor 
in the supply price o f N.E.I. native rubber. There was also much 
variety in the payment received by the native for his rubber, and in

* The Tayler-Stevcns report, published in November 1929, expressed this view about 
the labour position in Djambi : ‘ It seems doubtful if this residency has evex produced 
the maximum possible quantity of rubber, because of lack of sufBcicnt labour . . . 
Fron^ a ll the inlbrmation were able to collect it appears ver>- improbable Uiai sufficient 
immigrant labour would be attracted unless the price of rubber rose at least to 2s .  per lb.’ 
An official N.E.I. Native Report which revic^ved the situation in Djambi early in 1932 
estimated tliat lapping would start on a large scale a t a  price equivalent to 3d. to 3 JJ ., 
landed Ix>ndon (depreciated sterling), while by the middle of the year the figure was 
rcduced still furtlicr. Even in the autumn of 1930 experts thought in terms of a  London 
price of I j. or over as the minimum necessary to ensure large supplies of labour in the 
native dlatricLs, By October 1931 the RegLurar-Gcncral of Statistics, S.S. and F.M .S., 
returning to Singapore from a  visit to Palembaitg, s{aled that a  London price of 4d.-6</. 
would draw enough labour to Palembang to ensure the full tapping of the mature area 
of that residency, the largest native rubber-growing ‘area in Sumatra.



the spread between the Singapore price and that paid in tlie interior
, Borneo. Barter trade was still widespread in t!i,

early 1930’s. the Clilnese dealers paying for the rubber with im 
ported goods. Thus although the trader frequendy paid mort ‘ 
than the nominal market price for the rubber, payment was ii 
imported commodiue.s on which he made a large profit. Ya 
again, the dealer might make an advance to the smallholder usually 
m textiles or other imported goods, and charge very high interai 
in terms o f rubber.

The view taken by the natives about the maintenance of a 
given price also influenced short-period supplies considerably A 
London pnce o l i d ,  in the autumn o f 1922 called forth heavy exports 
from Borneo after the price had been hovering around that figure 
for several months. In 1926 a price o f over 2 .̂ in the early spring 
resulted in a shaip contraction o f exports as it followed a period of 
prices o f 3i-. and 4i-., and.the native producers had not yet readjusted 
their ideas to the lower levels and were expecting a return o f the 
higher prices.

The quaUty o f N.E.I. nadve rubber had greaUy improved since 
the rmd-1920’s, but it was sdll sold in slabs or lumps wliich had to 
be re-milled before shipment to consuming centres, and these 
processing charge introduced another variable. Again, most of 
the rubber came from inland districts and had to bear some transport 
costs and middjemen’s charges. These cost items fluctuated con- 
siderably both with general economic conditions and with tl]e cosi 
o f imported commodiiics, while compctidon between local steam­
ship companies and other transport enterprises often had important 
repercassioas In 1924-25 a compedtive freight war between two 

^°"^^”^*^-Singapore run brought about witliin a year 
a fall m freight rates equivalent to over one Straits cent per lb. of 
dry rubber, equal to one-half or one-third o f the freight from 
Singapore to London. ®

In 1929 Dr. Whitford estimated at 7-8  dollar cents per lb tlie

th irn aW  T” '' ™>^ber a..d
W i^  tte  V “f  Borneo and Sumatra,
r f t e  1929 m®' ™  ( 3 4  cents) even one-half
rubber “  * “ S'*'™
ever he f  1“ '*-
f t e  i c o n d S o f  , h / ' ' V ^ ‘‘ “ "^ d o l l -  cents (2 cents by
transport costs frnm  ̂ remarkably low figure as it included ‘

“ d o f Sumatra to No. 
^ o r k  via Singapore, as well as re-milling costs in Singapore and



landing charges there and in New York. Middlemen accepted 
much-reduced remuneration and gave nearly Full weight for rubber. 
Transport and re-milling costs declined shar^iy. In the barter 
trade the price o f imported textiles in particular had fallen greatly, 
enabling the Chinese dealers to offer goods to the native producers 
on terms which made it worth the latter’s while to continue to 
produce rubber. The competition o f Chinese dealers in the Outer 
Possessions and o f re-miJlers in Singapore struggling to keep open 
their mills also served to reduce the margins between the Singapore 
and the local prices. Moreover, a gradual narrowing in the 
margin between ribbed smoked sheet and re-milled blankets also 
helped to maintain native shipments.

The sharp reduction in the remuneradon accepted by the 
owner, tapper and middleman, and the general narrowing of the 

' spread between the world price and die local prices, were analogous 
to the sharp fall in costs which enabled so many estates to continue 
production throughout the slump ; it was another aspect of the 
income deflation which occurred throughout the rubber-producing 
territorira. A t the same time many of the pre-1930 items in the 
costs of transport, distribution and processing had been unduly high, 
and even with a return to prosperity through the N.E.I. these couid 
not be expected to be re-established ; they had been on a temporary 
and unstable basis before 1930.

To summarise the position, Uttle was known of the planted 
acreage or its age distribution, or about labour supplies, while the 
plasticity o f costs and die V C17 sharp fall in alternative earnings and 
in the cost o f living were not allowed for. There is thus no difficulty 
in explaining the failure o f the esdmates o f N.E.I. nadve rubber 
production, especially as in many instances wishful thinking was a 
weakness additional to the insufficiency o f the data.





TH E  E S T A B L IS H M E N T  O F  IN T E R N A T IO N A L  
R E G U L A T IO N

C H A P TE R  6

RESTRICTION NEGOTIATIONS AND THE 
INTERNATIONAL AGREEMENT OF 1934

I

IN 1928 Mr. Ormsby Gore (now Lord Harlech), then Parlia­
mentary Under-Secretary o f State for the Colonies, noted 

and deprecated a widespread tendency in the rubber industry to 
look to restriction for a solution o f all difficulties, and to shelter 
behind output control as a substitute for competitive reduction of 
costs. ̂  His remarks evoked much protest in Malaya but they 
were confirmed by the widespread demands for a re-imposition 
of restriction almost immediately after the end of the Stevenson 
scheme in November 1928 and well before tlie onset o f the slump.

The first move came in 1929 from a group of Dutch producers^ 
and early in 1930 an Anglo-Dutch Liaison Committee was formed 
by the British and Dutch producers’ associations to consider ways 
and means o f meeting the situation. Tlie tapping holiday recom­
mended for M ay 1930 was \videly accepted and observed, even by 
opponents o f compulsory restriction. The smallholders tapped 
as before. The tapping holiday was generally recognised to have 
been a failure. It was not until the summer o f 1933 that the discus­
sions which were to lead to the international regulation agreement 
were started. In the intervening period there were frequent dis­
cussions, both official and unofficial, but these always proved 
abortive, chicfly on account o f the unwillingness o f the N.E.I. 
authorities to apply a statutory restriction scheme. Some Dutch 
estate producers no doubt hoped that the British would again adopt

 ̂ ‘ The rubber indtislry is not yet od a stable basis of costs but is faced wilh revo­
lutionary discoveries that m ay treble the output anc! halve the cost per lb. I f  tliia posi- 
bility is realised many of the older and less progressive e sta ta  will be doomed to 
txtinciion . . . There is an attitude of mind unfortunately too prevalent on the 
direetjng boards of some companies wlvich makes light of this possibility, ignores scien­
tific research and looks to Government for assistance in fu ing prices on what the least 
^ c ie n t  estates consider a reasonable level.* Report on a Visit i c  Mal<^, Ja oa  and C^lon 
ouring tht Tear 1928, p. 148.



an independent restriction scheme, as they had done in the Stevensot 
scheme ; although this hope was not without some foundation. 
British official opinion, as well as that o f the more far-sighted 
producers, was clearly against such a course. The decisive factoi 
was that the N.E.I. authorities repeatedly stated that as there was 
no land registration, restriction o f native production was impossible, 
while control by means o f a special tax on native exports would be kr 
equitable and was therefore unacceptable. They also emphasised' 
categorically that control o f new planting by native producers 
was impossible. A  communique in M arch 1932 announcin| 
the breakdown o f discussions which had been in progress fot 
four months appeared to mark the final failure o f restrictioB 
negotiations.

In 1933 a change in the official Dutch attitude became apparent, 
There were various statements, from the Prime Minister, th«' 
Governor-General o f the N.E.I., and others, to the effect that tht 
N.E.I. administration had revised its views and would favour a 
practicable regulation scheme. Tentative Anglo-Dutch discussions 
were accordingly resumed in the summer o f 1933, ailer the Dutck 
producers’ association (the International Association for Rubbei 
and Other Products) had appointed a strong Rubber Restrictioii 
Committee. The British producers were somewhat cautious and 
it was only during the autumn, after the R .G .A . had also constituted 
a Rubber Regulation Committee, that discussions entered a mo« 
serious phase. W hile it was agreed at tlie outset that the adherenct 
o f all producing territories o f actual or potential importance was 
necessary and the smaller producing countries were approached at 
an early stage, the actual decisions on the principal features oi‘ 
rubber regulation were taken at a few meetings o f two British and 
two Dutch representatives o f the largest plantation enterprises.

In certain directions the range o f the discussions was narrow!? 
circumscribed. The British insisted on prohibition o f new planting. 
For administrative and political reasons the Dutch would consider 
only a quota scheme and were in favour o f some new planting. 
As a compromise, permission for a substantial amount o f r e p la n t im  
(uprooting of existing plantations and their subsequent replanting! 
was coupled with the prohibition o f new planting (planting on land 
not carrymg rubber at the inception o f the schema). It was 
agreed to permit the replanting o f a total o f 20 per cent, of tlic 
existmg acreage, with a maximum of 10 per cent, in any one yeafi 
dunng the currency o f the proposed scheme, which was expected  
to be five years. A n assumed average o f 4  per cent, o f the planted



area was thus the limit o f replanting each year ; this was thought 
to be the approximate equivalent of the rate o f depreciation of the 
planted acreage. The latter was estimated at over eight million 
acres and the limit o f replanting set at 1-6 million acres. As we 
shall see, this decision was to be o f crucial importance, and in spite 
of its superficial equity it was soon to become apparent that it 
endangered the very existence o f the smallholding industry.

The basis o f the settlement o f territorial quotas required early 
decision. Potential capacity was too uncertain and vague, while 
acreage figures were insufficient, and it was decided to turn to 
past performance as a starting-point. The choice was largely 
confined to one or more o f the years 1929-32, since before 1929 
the Stevenson scheme was still in operation, while export figures 
for the whole o f 1933 were not available when the discussions 
began. Some argued for 1929 exports, as in that year the industry 
was supposed to be working near capacity; 1932 exports were 
proposed by others, as that was the year of lowest prices and 
exports would thus indicate the competitive strength of the various 
territories. This latter suggestion was unacceptable to several 
producing territories whose exports had almost vanished in 1932, 
but were rising again in 1933. The average o f the annual exports 
of the years 1929-32 was finally adopted, and this became known as 
the ‘ permanent basis ’ o f each tcniton'.

Provision had also to be made for ver\' large areas planted 
after 1925 (totalling about 40 per cent, o f the planted acreage in 
1933) which were still immature in 1929-32. It was agreed that 
quotas should be the aggregate o f the permanent basis and of 
agreed allowances for known immature areas. The following table 
shows the scale o f yields adopted for acreage immature in the 
basic years ;

T a b l e  I

Assumed Y ield o f  Areas Im im iu re in 1929-32 f o r  the Calculation o f  
Im m ature A llowances under the R egu la tion  Scheme

(Ib. p e r acre) „  ,
S eed lin g Budded

5 -y .a r -o .d  rubber • ■ _60 m

7 ;; ;; ;; ; ; . 4oo i,ooo
8  years o ld  (Killy m ature) . . 500 1,200



an independent restriction scheme, as they had done in the Stcvenio- 
schcme ; although this hope was not without some foundatio. 
British oflTicial opinion, as well as that o f the more far-sightc; 
producers, was clearly against such a course. The decisive factj 
was that the N.E.I. authorities repeatedly stated that as there m  
no land registration, restriction o f native production was impossibl'. 
while control by means o f a special tax on native exports would be ij 
equitable and was therefore unacceptable. They also empliasistt 
categorically that control o f new planting by native produro 
was impossible. A  communique in Aiarch 1932 announcii^ 
the breakdown o f discussions which had been in progress fa 
four months appeared to mark the final failure o f restrictioi 
negotiations.

In 1933 a change in the official Dutch attitude became apparent 
There were various statements, from the Prime Minister, tk- 
Governor-General o f the N.E.I,, and others, to the effcct that lit 
N.E.I. administration had revised its views and would favour: 
practicable regulation scheme. Tentative Anglo-Dutch discussion 
were accordingly resumed in the summer o f 1933, after the Duld 
producers’ association (the International Association for Rubbc 
and Other Products) had appointed a strong Rubber Restrictioi 
Committee. The British producers were somewhat cautious ani 
it was only during the autumn, after the R .G.A. had also constitutec 
a Rubber Regtjlation Committee, that discussions entered a morr 
senous phase. W hile it was agreed at the outset that the adherena 
of all producing territories o f actual or potential importance wa 
necessary and the smaller producing countries were approached al, 
an early stage, the actual decisions on the principal features d' 
rubber regulation were taken at a few meetings o f two British anJ 
two Dutch representatives o f the largest plantation enterprises.
! .  the range o f tire discussions was narrowly
circunascnbed. The Bntjsh msisted on prohibition o f new planting 
For administrauve and political reasons the Dutch would conside- 
only a quota scheme and were in favour o f some new planting 

f”  a substantial amount o f repUntinf 
w T ™  T / V ®  “ d their subsequent replanting
no^ Tar^ln Planting (planting on land
ain-eed t ™*>ber at the inception o f the scheme). It wa 
e S t i i  ° f  a total o f 20 per cent, of th<
d Z n l  Z  r  “  ?  10 per cent, in any one year,
to be live vears '̂^ '̂A  ̂ ^ proposed scheme, which was expectcd

be hve years. An assumed average o f 4  per cent, o f the n ant»i



area was thus the limit o f replanting each year ; this was thought 
to be the approximate equivalent o f the rate o f dcpreciadon of the 
planted acreagc. The latter was estimated at over eight milUon 
acres and the limit o f replanting set at 1-6 million acres. As we 
shall see, this decision was to be o f crucial importance, and in spite 
of its superficial equity it was soon to become apparent that it 
endangered the very existence o f the smallholding industry.

The basis o f the settlement o f territorial quotas required early 
decision. Potential capacity was too uncertain and vague, while 
acreage figures were insufficient, and it was decided to turn to 
past performance as a starting-point. The choice was largely 
confined to one or more o f the years 1929-32, since before 1929 
the Stevenson scheme was still in operation, while export figures 
for the whole o f 1933 were not available when the discussions 
began. Some argued for 1929 exports, as in that year the industry 
was supposed to be working near capacity ; 1932 exports were 
proposed by others, as that was the year of low^t prices and 
exports would thus indicate the competitive strength of the various 
territories. This latter suggestion was unacceptable to several 
producing territories whose exports had almost vanished in 1932, 
but were rising again in 1933. The average o f the annual exports 
of the years 1929-32 was finally adopted, and this became known as 
the ‘ permanent basis ’ o f each tcrvitor\’.

Provision had also to be made for ver>' hirge areas planted 
after 1925 (totalling about 40 per ccnt. of the planted acreagc in 
1933) which were still immature in 1929-32. It was agreed that 
quotas sliould be the aggregate of the permanent basis and of 
agreed allowances for known immature areas. The followng table 
shows the scale o f yields adopted for acreage immature in the 
basic years :

T a b l e  I

Assiivud T ield  o f  Areas Imrnalurf' in  1929-32 f o r  the Calculation o f  
Im m ature A llowances under the R egula tion Schem e 

(Ib. per acre)
Seed ling Budded

5-year-o ld  rubber . . .  60  4 ^
6 . . .  180 GOO
7 ”  . . . 4 0 0  1,000
8 y ea rs  old (fu)ly m ature) • 500 1,200



an independent restriction scheme, as they had done in the Steveaioi 
scheme ; although this hope was not without some foundaiio,* 
British official opinion, as well as that o f the more far-sightt, 
producers, was deariy against such a course. The decciive factj 
was that the N.E.I. authorities repeatedly stated that as there 
no land registration, restriction o f native production was impossibl'i 
while control by means o f a special tax on native exports would be ij 
equitable and was therefore unacceptable. They also cmphasisti 
categorically that control o f new planting by native product* 
was impossible. A  communique in M arch 1932 announcii, 
the breakdown o f discussions which had been in progress S, 
four months appeared to mark the final failure o f restricti* 
negotiations.

In 1933 a change in the official Dutch attitude became apparent 
There were various statements, from the Prime Minister, tl( 
Governor-General o f the N.E.I., and others, to the effect that tht 
N.E.I. administration had revised its views and would favour! 
practicable regulation scheme. Tentative Anglo-Dutch discussion 
were accordingly resumed in the summer o f 1933, after the Dutcl 
producers’ association (the International Association for Rubbe 
and Other Products) had appointed a strong Rubber Restrictio> 
Committee. The British producers were somewhat cautious and 
It was only during the autumn, after the R .G .A . had also constitutni 
a Rubber Regulation Committee, that discussions entered a mon 
serious phase. W hile it was agreed at the outset that the adhcrenci 
o f all producing territories o f actual or potential importance 
nccessary and the smaller producing countries were approachcd ai 
an early stage, the actual deckions on the principal features o' 
rubber regulation were taken at a few meetings o f two British and 
^ o  Dutch representatives o f the largest plantation enterprises, 
p In certom directions the range o f the discussions was narrowlv 
circumscnbed. The British insisted on prohibition o f new planting 
For admmistratxve and political reasons the Dutch would consider 
only a quota scheme and were in favour o f some new planting, 
M  a compromise, permission for a substantial amount o f replantinf 
w T c S d  “ d their subsequent replanang!
not carmi ™ Kt, prohibition o f new planting (planting on laiiJ 
a l e d  , ® f  * e  scheme) It w»

S / t h r  ™ of 10 per cent, in any one year,
to b e lv e  v e a ^ r 'T 'to befiveyears. An assumed average o f4  per cent, o f the p L td



area was thus the limit o f replanting each year ; this was thought 
to be the approximate equivalent of the rate o f depreciation of the 
planted acreage. The latter was estimated at over eight million 
acres and the limit o f replanting set at 1-6 million acrcs. As we 
shall see, this decision was to be o f crucial importance, and in spite 
of its superficial equity it was soon to become apparent that it 
endangered the very existence o f the smallholding industry.

The basis o f the settlement o f territorial quotas required early 
decision. Potential capacity was too uncertain and vague, while 
acreage figure were insufficient, and it was decided to turn to 
past performance as a starting-point. The choice was largely 
confined to one or more o f the years 1929-32, since before 1929 
the Stevenson scheme was still in operation, while export figures 
for the whole o f 1933 were not available when the discussions 
began. Some argued for 1929 exports, as in that year the industry 
was supposed to be working near capacity ; 1932 exports were 
proposed by others, as that was the year o f lowest prices and 
exports would tlius indicate the competitive strength o f the various 
territories. This latter suggestion was unacceptable to several 
producing territories whose exports had almost vanished in 1932, 
but were rising again in 1933. The average o f the annual exports 
of the years 1929-32 was finally adopted, and this became known as 
the ‘ permanent basis ’ o f each ierritor>'.

Provision had also to be made for very large areas planted 
after 1925 (totalling about 40 per cent, o f the planted acreage in 
1933) which were still immature in 1929-32. It was agreed that 
quotas should be the aggregate o f the permanent basis and of 
agreed allowances for known immature areas. The following table 
shows the scale o f yields adopted for acreage immature in the 
basic years :

T a b l e  I
Assumed T ield  o f  Areas Immature in 1929-32 f o r  the Calculation o f  

Im m ature A llowances under the R egula tion Schem e 
(lb. per acre)

Sttdling Buddid
5-vfar-o ld  rubber . . .  60 400
6  . . .  180 600
7 „  . . .  400 1,000
8  years o ld  (fu lly  m ature) . . 500 1,200



for immaturity on these scalcs were £o be calculated was a mattf 
o f agreement. A  table o f allowances was adopted which woai 
have been applicable i f  1932 exports had been chosen as ti, 
permanent basis instead o f the average o f 1929-32 ; thus are%- 
plantcd before 1925 received no allowances, being regarded r 
fully mature for the purposes o f this calculation, while 1926 ao; 
1927 plantings (five and six years old in 1932) were assumed i 
have produced appreciable yields during the years included in tb 
permanent basis. This particular method of calculation had certaii, 
obvious drawbacl«. It assumed that young rubber was includa 
in the permanent basis to the following extent :

Seed ling  : 1925 p lan tings 400  lb . p e r acrc
1926 „  180 „  „  „
1927 „  60  „  „

B u d d e d : 1923 „  1,000 „  „  „
1926 „  600  „  „  „
1927 400 „  „  „

Young rubber might have given these >'ields in 1932 but obviously 
could not have given tliem on the average throughout the perioc
1929 -32, as 1927 rubber, for instance, was only two years old k 
1929. Thus any territory with an exceptionally large perccntagi: 
of 1925 -27 ruljber would be penalised. Again, in certain territorie! 
notably India and Burma, rubber matures more slowly and 1923 
and 1924 plantings, which were not yet fully mature in 1929-32, 
rcccivcd no immature allowances, though they made litde con­
tribution to the permanent basis o f these territories.

Tile outstanding difliculty in computing quotas was tJiat of the 
N.E.I. native area, for which no ac.rcage figures were available, Ifi 
alone data o f age composition. The same apphed to Sarawak and' 
Siam, vs'hich were, however, less important. It was realised thai 
the N.E.I. Government would reject a scheme wliich did not give 
some recognition to the productive capacity o f tlie native areas 
planted after 1925. Although their actual extent was not known, 
all observera agreed that tlicy were enormous, and that aboui 
tlircc-quarters o f the total area had been planted since 1924. The 
method of calcuhiting the quota by reference to tlie permaiiciii 
basis and immatoire allowances was discarded in this instance; 
instead, it was decided that throughout the period o f restrictioD 
the N.E.I. native quota should bear the same ratio to tlie N.E.  ̂
estate quota as did native to estate exports in 1929, when the ratio 
was 7 1J per cent. Native exports would thus be a constant pro, 
portion of total N.E.I. exports. This was more favourable W 
the native producers than any other o f tlie years 1929-32.



At first sight this appeared to be generous treatment of the N.E.I. 
natives whose output had contracted after 1929. The reverse was in 
fact true. Some three-quarters o f the N.E.I. native area had been 
immature in  1929, as against one-quarter o f the estate area, so that 
quotas based on the 1929 output ratio were quite inadequate. 
Native exports were rising very rapidly in 1933 with London prices 
around 3 J i .  and it was evident that the priccs visualised under 
restriction would draw out practically the entire potential native 
output Tlic quota was less than one-half o f the potential native 
output as estimated by Dr. Whitford. by Tayler and Stevens and 
by the N.E.I. Department of Agriculture ; the basic quotas of all 
other major producers approximated to their potential capacity, 
even tiibugh they had not been computed on that basis. The 
Dutch negotiators {representatives o f tiie two largest Dutch planta­
tion companies) agreed, however, that the British acceptance o f an 
N E I native quota of 71 i  per cent, o f the estate quota was a con­
cession, and in return they consented to a small e* g ra tia  allowance 
to be added to the Ceylon quota. This was to compensate that 
territory for the adoption of a permanent basis disUked there, and 
also to placate a difficult State Council. 'Ihey also accepted a re­
calculation o f M alayan exports for 1929-32 which, m practice 
resulted in an ex g ra tia  aUowance, rismg from slightly under 5,000 
tons in 1934 to over 11,000 tons in 1938 ; this was to provide for 
additional allowances to Malayan smallholders.

Agreement on the essential principles o f t te  scheme was reached 
by the British and Dutch representatives in October 1933, and he 
draft proposals were for^varded to the N.E.I. Government. On the 
British side the Colonial Office was kept informed of the progress 
of tiie negotiations. The consent o f most o f P™'
ducers’ associations was secured within a few weeks. The Sarawak 
Government was also approached at an early date and its adherence 
secured ; a quota calculated roughly on the same basis as for othei 
territories w io ffe re d  and a c c e p t e d ,  tiiough m * e  absence ofreUable 
acreage statistics its calculation was necessarUy approximate.

The inclusion o f French Indo-China vvas regarded as e s ^ t  a 
by the British and Dutch administi-ators and by respomible unofficia 
opinion in London and Amsterdam.' The French Empire was still 
on balance a substantial net importer of rubber, and a regulation

> Sit C«il Governor of *e Smu.s
CtouDcU in Ocloto 1933. staled ll»t the adhrrencc o.licn
sary prcrcquisilc of regulation. This was ftccly challtngrd p ( climate
by a  prombcnv repr«entative of local planting m tc r«u ) on .be grounds tliat the



scheme, while beneficial to the planters and to the French treasun 
would worsen the French balance o f payments. Special pro\isio{ 
had to be made to seciirc French participation, and the terms agree) 
with the French planters and their government provided foi- 
virtually unrestricted exports from French Indo-Ghina in exchange 
for acceptance o f the prohibidon o f new planting. This was ij 
guard against uncontrolled expansion o f the planted area such a 
had destroyed the Stevenson scheme.

The participation o f Siam was also deemed necessary. He* 
exports were sdll comparatively small but the possibility o f heaw 
new planting was an obvious danger ; moreover, the non-adherena 
o f any rubber-producing territory would have put a substantiai 
premium on the illicit export o f rubber from the pardcipatin^ 
countries. The Siamese Government was approached soon aftci 
the beginning o f the negotiations with an offer o f a quota calculaicd' 
on the standard mediod,^ guaranteed minimum exports and alone 
among the participating territories a limited amount o f new plant­
ing. The Siamese authorities eventually accepted these terms k 
April 1934, subject to ratification by tlie People’s Assembly.

The British authorities had made it clear to the producers that 
they would not consent to the proposed scheme without definiw 
assurances from the N.E.I. Government that its provisions could 
be fuUy implemented. These assurances were slow in forthcoming. 
Although die main proposals had been transmitted to the N.E.I- 
Government in October 1933, by March of the following year the' 
British representatives were still not informed of the methods by 
which the N.E.I. Government proposed to control native exports 
and planting.

The slow progress o f the negotiations with Siam and the delay 
of the N.E.I. authorities protracted the negotiations beyond expecta­
tion. The anticipation o f restriction, together with the improve- 
ment in absorption, gradually raised the London price from 
per Ib. in mid-1933 to 5d. by March 1934. The better prica 
resulted in a rapid increase in the exports o f certain producers, ^

of Frcnch Indo-Cliina was unsuitable for rubber growing on a iiy  scale and that thi' tcoi- 
tory w d d  never becom c :tn important rubber producer. Seven yean  later I’rcnch 
Indo.C3iina expt»ted some 65,000 tons a year at lower c(»ts than tljose of the estates in 
M alaya or ilie N.E.I., and p<nv»scd huge areas for o:pansion.

'  In the absencc of official acreage statistics immature allowances were calculated 
from acreage figures based substantially on Dr. Wlutford’s estimates.



whom the N.E.I. natives were the most important. Their exports 
had been rising throughout most ot 1933 and in March 1934 were 
20 000 tons against 4 ,000 tons in March 1933 ; by April-May 
they were running at an annual rate of over 300,000 tons. The 
Malayan smallholders also increased their output rapidly. Their 
1933 production had exceeded aU previous figures at 220,000 tora ; 
during the last quarter o f that year, with a London price o f just 
over i d . ,  their output was at the annual rate of 260,000 tons, and 
in the few months preceding the introduction of restriction it rose 
to 300 000 tons. This was substantially in excess of estate produc­
tion liough the mature area o f the smallholders was only about 
two-’thirds o f that of the estates. During the twelve months up to 
the end of M ay 1934 Malayan smallholders’ output was the equiva­
l e n t  of about 520-530 lb. per mature acre, the highest yield o f any 

'substantial class o f producer ever recorded.  ̂ ,
The following table summarises the output of the four largest 

classes o f producer during the months preceding the introduction of 
restriction.

T a b l e  II

Output “  o f  Certain C lasses o f  P roducer, J a n m r f~ M q y  1934
(Seasonally  ad justed figures ; long tom)

'Malajya X E .I.

E states

London 
p rice 
{perue

S m allho ld in gs i EstaUs j N atives , p n  lb .)

15.300 ! 44
17,600 i 4-9
21.300 ; 5-2
24.400 ' 5-9
29.400 1 6-4

19,800‘ ' 17,400 I 13,100
23 600 i 18,800 i 15,800
22,100 24,000 I 17,600
22,200 ' 23,500 i 17,000
22,000 26,800 ; 16.400

Jan u ary  
February 
M arch .
April 
M ay .

 ̂Exports for N.E.I. natives.

Exports from the smaller producing territories notably Siam
Sarawak and India, also rose rapidly, but
importance was comparatively small. From M a rA  193 ;
1934, Sarawak rubber exports rose from 600 to 1,400 tons, Siam 
exports from 300 to 1,300 tons, and Indian exports from 400 to 
l.WO tons. • T  * f

The high rate o f smallholders’ production was sipificant or
several reasons. It should have disposed finaUy of the idea that 
smallholders would produce less as the price rose, o r  that b a r K  

resm-es on smallholdings were nearing exhaustion. 1 he maa



quacy o f the N.E.I. native quota o f about 145,000 tons in jĉ , 
was also strikingly confirmed. The N.E.I. native output in ti 
spring of 1934 at a yearly rate o f 300,000 tons was achie\i 
w lh o u t assistance from migrant labour.^ The export figui, 
revealed that while smallholders’ production had fallen sharp 
under tlie impact o f the extremely low prices o f 1932, large quant 
ties were forthcoming at prices unprofitable to the majority oftt 
estates ; ilie long-period supply piicc o f the bulk of smal 
holders’ rubber was substantially below that o f most o f the esti 
rubber.*

The rapidly rising exports greatly enhanced the impatience o\t 
the slow progress o f the negotiations. It was widely suspectcc 
particularly in the East, that the N.E.I. natives were again tl> 
cause o f the difficulty. The S tra its T im es, which had been critiu 
of restriction proposals, re-stated its opposition, and pointed to 
repeated, statements o f leading N.E.I. administrators to the cffe.: 
that new planting in Sumatra and Borneo could not be controllK 
These doubts were shared by several leading administrators; 
Malaya, including Sir Cecil Clementi who scarcely concealed t' 
scepticism of the practicability o f controlling new planting in lii 
Outer Provinces. As late as the autumn of 1933 the Reside 
o f the East Coast o f Sumatra had told Sir Cecil Clemenli in tl 
course o f an official visit that effective control over new planiii. 
by tibe local population in Sumatra was impracticable.

Meanwhile the British negotiators continued to press the Dutc 
for the required assurances. In March 1934 the chairman oftb 
Dutch producers’ association informed the chairman o f the R.Gi 
that the required assurances had been received from the N.Ei 
Government, which undertook to impose a specific export ti 
which would reduce the price received by the native producers i 
a level suffident to keep exports witliin the required limits. Kothir 
was said o f the control o f native planting, nor was sufficient inforoK 
tion pro\ided about the rate o f tax visualised by the N.t 
administration. Naturally the British authorides were not salif

 ̂Tbis was explicitly stated in odc of the official N.E.I, Native Jiejx>tts.
* Tlic rapid increase in  smallholders’ output callcd forth a ii unusually cantlid pi"’ 

graph in one of the M indng Lane market rcporu, reviewing d ie year 1933 : * We thtf 
that the tapcricncc of 1933 has convinccd most of lliose who thougiit that they coi* 
by^means of scientific cultivation, iaeal the native producer and win through wiiW 
any help, of the error of their ways.’

A  weU-known rubber company chairman had made a  substantially similar p« 
• t  an^annual general meeting earlier in 1933 : ‘ So long as the potential supply 
la ttcd s conaimpuoD, the deplorable condiUons now ruling cannot be rectified usl* 

, shipments arc regulated.’



ged with this inadequate Dutch statement, though the majority 
of the R .G.A.’s Rubber Regulation Committee was. T o clarify 
matters, in April 1934 an emissary was sent by the Colonial Office 
to The Hague to obtain the required assurances, failing which the 
discussions were to be broken off.

The Dutch representadve who conferred with the British 
emissary, and who spoke on behalf of both the Dutch and the 
N.E.I. Governments, dealt with the control o f exports and of 
planting. He emphasised tlie administrative difficulties but stated 
that the N.E.I. Government could definitely keep native exports 
within the permissible limits as long as the London price was not 
much above the equivalent of 4d. gold ‘ (the Dutch equivalent of 
« .  at the rate o f exchange ruling before September 1931). The 
latter condition was strenuously and successfully opposed by the 
British representative. He emphasised that it had been agreed 
that die price must be ‘ reasonably remunerative to the average 
efficient producer ’, and that the actual level could not be foreseen. 
Though he added that he visualised a London price o f l d . -8 d .  with 
exportable releases o f 70-75 per cent., he would not agree to any 
particular pivotal pricc. Alter much discussion the Dutch repre­
sentative gave the assurance that native exports would be effectively 
controlled at the levels fixed under the scheme, but not below 
70 000-80,000 tons annually, which would have been a most 
unhkely occurrence. This was to be acliieved by a special e.xport 
tax, the proceeds o f which would be spent specific^y ior the 
benefit o f the native rubber-growing districts. The N.E.L Govern­
ment envisaged a tax o f 10 guilder cents per half-kUo with a Batavia 
price o f 16 cents per half-kilo ; the expenses from die interior to 
tlie ports were estimated to average some 2 i  cents, lea™ g the 
native a net return of 3J cents per half-kilo, wliich was a sufficiently 
low price to enable exports to be effecuvely controlled

The N.E.I. authorities also gave a large measure o f assurance 
on the control o f new planting. Super^■ision was said to be close

‘  As between S eo le rab e r 1931 and  Sep lem ber 1936 s te tling  w iu  a lte iid y  depr=ci»ttd  
r f7 o ”  w l S e  g u ild e r  ,.111 = . .h e gold . .a n d a r i  a t  “

.here ™  .omo p o in . in  re rem ..g  to .h e  gold

it w a, u„,hi„kal,le lh a . <he N.E.I. Government would CO..M. »  “ ™  
half-kilo on native rubber, while two year, prev.oujly an officai >Po‘ “  “
dial die Government would not agree to a  .pecial e;tpon tax at any level. The ta.x 
w u  eventually to rise to 2 9 i cents per half-kik>.



in the more densely populated districts, while in the sparsely popy. 
lated areas there was insufficient labour for substantial new planting 
An ordinance prohibiting new planting would be introduced, anc 
evasion could be expected to be on a very small scale, while aitr. 
illicitly planted trees would be eradicated. The Dutch Govera. 
ment, therefore, felt that it could sign an agreement which pit), 
hibited new planting. This was a complete reversal o f the positloc 
taken up as recentiy as 1932.

These assurances were regarded as satisfactory by the Bridsfc 
authorities. V ery shortly afterwards the Siamese Govcrnmcni 
also accepted the terms offered. The successful conclusion of iht 
negotiations and the signature o f the agreement were announced oo 
28th April 1934. This agreement was between the producen' 
organisations, as had been the Tea Control Agreement o f 1932. Ai 
the last moment it was decided to turn the scheme (with insignificant 
alterations) into an intergovernmental agreement, embodied in an 
international treat>'.  ̂ This was signed on 7th M ay by the United 
Kingdom (oh behalf o f the Straits Settlements and the Malay 
States, Ceylon, British North Borneo, Sarawak), India, thf 
Netherlands, France and Siam. The Indian and Siamese signature 
were subject to ratification by the Indian States and the People’s 
Assembly respectively ; this qualification was to prove important 
The signatory governments controlled some 98 per cent, of thf 
world’s rubber.

I l l
According to the preamble o f the international agreement, 

which was to be operative from 1st June 1934, it was signed ‘ with 
t h t  object o f reducing world stocks to a normal figure and adjusting 
in an orderly manner supply to demand and maintaining a fair and 
equitable price level which will be reasonably remunerative to 
efficient producers The intention, as well as the wording, will ix 
familiar to students o f the economic policies o f the 1930’s, as identical 
aims, framed in very much the same language, were expressed in thf 
tm, tea and sugar control schemes, as well as in the British agricul- 
tural marketing schemes, to mention but a few examples.

The object w ^  to be attained by regulating exports from ihc 
parucipating tcrntones, by prohibiting new planting, and by pro-

is r  agrrctnciu which renewed the schemc for 1939-41
‘he account by .be 

Inirmafional Rubber Regulation CommitiKr or it* w..rk, published in 19-14,



hibiting the export o f planting material. Basic quotas were allotted 
to cach of the participating territories (except French Indo-China),^ 
and exports limited according to percentage releases fixed from 
time to time by the International Rubber Regulation Committee 
(I.R.R.C). The basic (or territorial) quotas were as follosvS :—

T a b l e  III

B asic Quotas under the International Rubber R egulation Schem e, 19^4r-38 
tons)

M alaya  
N.E.I. . •

(revised 1936) 
Ceylon . .
Ind ia  .

(revised 1935) 
Burma 

(revised 1935) 
British North ^ m e  
Sarawak 
Siam  *.

(revised 1935)

tV  o f  .
504.000 ;
352.000 '

77,500 ■ 
6,850

5,150

' 12,000 
; 24,000

15,000

538.000
400.000 ■

79.000 
8,250

12,500 
6,750
8,000

13.000 ■
28.000
15.000
40.000 i

569.000
443.000 .
500.000

80,000
9.000 

12,500
8.000
8,500

14.000
30.000
15.000
40.000

589.000
467.000
520.000 

81,000
9.000

12.500 
9;000

15.500
31.500
15.000
40.000

602,000
485.000
540.000 

82,000
9.250

13.000
9.250

16,500
32.000
15.000
40.000

• Se%'en monihs of control in 1934. _
» Siam was guaranteed minimum exports of 50 per cent, of her basic quota for 1934, 

75perccnt.forl935, 85 percent, for 1936, 90 per cent, for 1937 and 100 per cent, for 1938.

New planting was forbidden : ‘ prohibited absolutely under 
penalties that shall be effectively deterrent, such penaldes including 
the compulsory eradication and destruction at the expense of the 
owner o f the plants so planted Siam was allowed the planting of
31,000 acres, and all territories were permitted to plant very small 
areas for experimental purposes only. In accordance with the 
agreement reached in the Anglo-Dutch negotiadons, replandng by 
individual producers was allowed up to 20 percent, o f their holdings 
during the cuiTcncy of regulation, witli a maximum of 10 per cent, 
in any one year. Owners would have to nodfy the territorial 
administrations o f their intention to replant and provide such par­
ticulars as were desired by the authorities. It should be noted that 
the 10 per cent, and 20 per cent, referred to each owner’s planted 
area, as well as to the total o f each country.

‘  No quou  was fixed for Frcnch Indo-China. Exports up to 3 0 ,(^  tons were 
allowed without restriction ; exports in «c e sa  of this figure carricd a liability to deliver 
a  percenbige of the excess to liie  I.R .U .C.



Minor features o f the agreement included permission to carry 
forward deficiencies from any one year to the next, up to 12 pci 
cent, o f the permissible exportable amount. Excess exports up 
5 per cent, o f the permissible amount were tolerated, and the exccj' 
was to be debited against the following year’s exports. Individual 
owners were prohibited from holding stocks at any given time in 
excess o f 20 per cent, o f their shipments during tlie preceding twelvp 
months, or alternatively twice their permitted monthly exporti.- 
Aggregate dealers’ stocb in any territory were limited to 12^ per 
cent, o f the permissible exportable amount in each control area. 
These provisions did not apply to Singapore and Penafig, nor to tht 
smaller territories where stocks were to be limited to ‘ normal 
proportions ha\ang regard to the amount o f rubber internally 
consumed The purpose o f limiting stocks was twofold : fint, 
to ensure an even flow o f rubber in accordance with the decisions 
o f the I.R.R.C., and secondly, to prevent a large accumulation of 
stocks before the termination o f regulation, as had occurred during 
die closing months o f the Stevenson scheme.

International regulation was to he administered by the Inter­
national Rubber Regulation Committee, consisting of dclegadoni 
from the participating countries with voting powers proportionate 
to the territorial quotas, French Indo-China being assigned i 
quota for this purpose. The most important function of thf 
Committee was the fixing o f die rates o f release ; after 1938 it aly 
had pow'crs i 'o  fix permissible percentages o f new planting and 
replanting. On major issues, including the fixing o f rates o f rcleasr. 
a three-quarters majority wa<5 required, which meant that no 
decision could be reached unless the M alayan and N.E.I. delega­
tions were in agreement. Each delegation was to vote as a uniL 
one o f its members acting as voting member.

The I.R.R.G. was to invite three representatives o f rubber 
manufacturers to form an Advisory Panel o f Manufacturers to advist 
the Committee on matters affccting manufacturers’ intcresti 
notably on rates o f release.

The agreement was well received, and even die Americar 
reaction was not unfavourable. The R ubber 4 g e  and the Jnd ii 
Rubber W orld  (the two leading U.S. trade journals) were boif. 
sympadietic, stating diat so long as die Committee’s ideas wcit 
moderate and the price reasonably stable and not gready above the

• The limiiauon of pn^uccrs’ stocks and the planting proviaiom referred to individw 
^ e n ,  while the r a t  of the agreement deaJt with territories, leav ing the control J 
individual producer* to the local adininijtraiiom.



level then ruling f f i d . - l d .  in  London), the manufacliirers would not 
tibiect. The Rubber Division of the Department of Commerce 
in its Rubber M ews Letter was also friendly. The Committee was 
r e m i n d e d ,  however, that in aiming at a reasonably remunerative 
nrice the great reduction in costs over the preceding few years should 
not be overlooked ; 1933 costs were 60 per cent, below those of 
1929, and 75 per cent, below those o f 1927. Comment in the East 
was enthusiastic ; even the Straits T im es was impressed by the com­
prehensiveness o f the scheme and by the categorical obligadoos 
imposed on all participants, including the N.E.I. The paper 
urged the Committee to pursue a moderate policy ; a London 
price of &d. should be reasonable, even allowing for increased wages 
L d  salaries. In the House of Commons the Secretary o f State 
for the Colonics declared that those best informed considered the 
scheme administrativelv practicable. He also stated explicitly that 
in Malaya the smallholders would be treated in exactly the same 
way as the estates. ,

The R.G.A, view on restriction was summarised in some notes 
for the press and in the chairman’s speech at the annual meeting 
held in May. T h e  gist o f the notes was the necessity of a regulation 
scheme in view of the excess capacity with which the industry wm 
saddled ; regulation would benefit all concerned, including the 
manufacturers, to whom a moderate price policy was promised. 
The R.G.A. chairman also emphasised the equity of the scheme .
■ It is inevitable in any scheme involving the general application ot 
definite principles to a group that there should be inequaUtiea, but 
they need not be more than trivial.’ The unammous support of 
producers was also stressed, perhaps ovcrstressed, m the notes for 
the press, in which it was claimed that ‘ the rubber growers of the 
East had agreed unanimously to a system of restriction . '™ le  
rt is very probable that the majority o f the smallholders would have 
supported a scheme which promised to raise and mamuin the 
price of rubber, they were never consulted, and the unanimity of 
the more efficient half of the industry was, tiierefore, hypotheucal.



THE ESTABLISHMENT OF REGULATION

Th e  account now to be given o f the establishment o f regulati* 
in the various producing territories is but the barest summar 

o f the most important pro\'isions o f the mass o f local Icgishition whia 
introduced restriction. Enactments, ordinances, and decrees, no 
ning into hundreds o f pages for the larger territories, were an ine\i 
able feature o f a vast scheme controlling estates, smallholders aa 
dealers whose numbers reached six figures in M alaya and possil̂  
seven in the N.E.I. The H istory o f  R ubber R egu la tion  mentioa 
with something not unlike pride, tliat in Ceylon the R ubber Cosftt 
Handbook comprised some 376 pages. This complexity proved j 
considerable hardship to smallholders and small estate ownen 
most o f whom were illiterate and certainly unable to grasp lengilr 
documents in involved legal language, the interpretation o f whici 
was further complicated by the practice o f the inclusion of pown 
which the authorities did not propose to exercise except in certai 
contingencies. Efforts to explain to the smallholders the gt 
o f the local legislation were generally insufficient, and there i 
copious evidence o f the smalUiolders’ failure to understand importai 
provisions o f the regulation, and o f the financial losses they suffert 
as a result.^

As soon as the regulation plan began to take shape, the admini 
trative application o f the scheme to M alaya was examined by tl 
M alaya Territorial Sub-Committee o f the Rubber Regulatit 
Committee o f the R.G.A. While the Sub-Committee realised tb 
the actual machinery o f local control had to be framed by the Iw 
governments, attention was drawn to certain points which appear 
both equitable and expedient. It was suggested that the principl 
underlying individual a^cssments should, as far as possible, foll( 
those on which the Malayan territorial quota was calculated, a: 
wherever possible they should be based on the average 1929- 
outputs together with immature allowances on the intematior

‘ For explicit admissions thai the xmallhokiers were quite unfam iliar with 
provisiona^ccting them, i«e  Malayan A gmulbffat J m rm t ,  M arch 1939, p . 113, and M 

p. 193,
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Additional allowances to produced with an abnormally 
T  t  nrooortion of 1925-27 rubber were also proposed as owing to 
t  ® T tlT d -o f  calculating immature allowances such producers 
:= g h u :ffe : :a rd .u p  ; a llitio n a l ^Uowances were also to be con-

for mature acreage rested dunng 1929-32.
¥ire Sub-G oramittee’s rem arks on the division of the M alayan  

JntprpRt • ‘ Your Sub-Gommittee appreaates that the 
of the method, indicated in the foregoing pa^graphs 

S  be difficult, i f  not impossible, to smallholdings shim
rehaUrrecords of outputs from these. It seems therefore that 

T  I ,™ i r a t io n  o f ass Jm e n ts  for smallholdings must be a matter 
f  r t r S ^ c n t  o f the authorities, your Sub-Commrtoe bemg

T p S a U r t ”  sm “ h r r  any difficulties that might arise over the

assessment o f smallholdings. ,„._„wished) was submitted for
The Sub-Committecs report ^  influential

examination to the Malayan aut ■ j^tlon Committee
local ad hoc  body known as described in

, (Malaya). The latter was o f * = , ‘“v a n w  y ^
Malaya as ' thoroughly representa ve possibly two, repre­
prised 26 or 27 done entirely by
sentativcs o f smallholtiers. i  ne representatives,
a sub-committee o f n™'> j  j-iosdy that of the R.G.A.

, Their report (abo unpublished) o allowance
1, Sub-Committee, though it omitt _gjjally assigned to small-
„ included in the Malayan Committee
* holdings. The following extract from Uie -p o r t  o l^ _

J  t p S t u t ' h r i ^  over the basic period were equivalent 

of low-co»t or no-co»t sinallUoWings. D*



to 448 lb. per acre. It is, therefore, rccommendcd that the pe 
manent basis for smallholdiogs should be 450 lb. per acre. 
internationally agreed scale o f allowances for rubber planted j 
1925 and onwards applies equally lo  smallholdings.’

The necessary Icgisladon had been prepared in advance at( 
was rushed through on the announcement o f the internatioru 
agreement. The export ledger system evolved during the Stcvensr< 
scheme was again used in M alaya (and in Ceylon). Under tin 
system the right to export rubber was confined to register  ̂
exporters, in practice estate producers and rubber dealers ; tk 
smallholder does not export his rubber direct, but sells it to a deal? 
who is the acUial exporter. Export ledgers were kept at all pon 
of shipment, with accounts for registered exporters using that pon 
Producer-exporters were credited with the rights issued to them h 
the normal coursc o f administering the schemc, and dealer-exponen- 
with rights they bought, or with coupons they paid in, while ai 
exporters were debited w th  the rubber they exported. Esut 
producers were not issued with separate documents for their expon 
able allowance but were simply credited in tlie customs ledgers 
smallholders were issued with coupons. Export credits were frcd 
transferable between, estate producers within the same admitii* 
tration, the S.S., the F.M.S. and each o f the U .M .S. being separai 
administradons ; for transfers between administrations the conset 
of the Controller o f Rubber was necessary, and tliis was generally 
but not invariably, given. Coupons were not transferable betwcc 
different administrations. There was thus one price for expor 
rights (estate producers’ export rights) throughout Malaya, bir. 
different local prices for smallholders’ coupons.^

Regulation was administered by the Controller o f Rubber 
Malaya, a senior civil servant stationed in K uala Lumpur. Tb 
Controller was aa^ted by the General Advisory Committc! 
appointed in M ay 1934, chiefly to discuss the allocation of tbi 
Malayan quota benveen the various administrations. Its member 
ship was eight : the Controller o f Rubber a.s chah’man, fou 
representatives o f European estates (one each for tlie S.S., tb 
F.M .S., Johore and Kedah), one representative o f Chinese estates 
one Malay member to represent the smallholders, and an officia

 ̂Producm’ and dcalcn’ itocki were regulated in accordance wiUi the provisic* 
of the miOTational agreement. A  detailed discuuion of the different trcatmenis  ̂
expert rjfjht* m producers' and dealers’ hands wouJd be lengthy. Most of the provisk* 

^  o f  Rubber R ,g ,d a tm  bt especial)
J  ^  referred to «  Annual of H
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as Uaison officer for the smaller adnrinistrations (Trengganu 
L la n tan  Perils and Brunei). According to the 1934 A m m l 
I t r f o f  the Controller o f Rubber : ‘ The immediate object for 

£  t o  Committee was formed was to advise the ControUer on 
apportionment of the quota, but inset^ibly it became a General 

Advisory Committee and most^uestions affecting Malaya a whole 
referred to it. Although not a statutory body, the Comm ttee 

to its representative and pan-Malayan character was able to 
very valuable service, and its advice carried great weight.

1 w a s  r a  t o  ingenuous to term ‘ representative ’ a wtach
^ rn S ed  of two officials (one of whom was not usually concerned 

•tl, rubber^ five estate members and a solitary representaUve of 
llhoSTrs t L  was yet another instance of the identification 

of t h e  td u s iry  with the estates, an attitude understandable on the 
part o f the esute producers bat less easy to excuse when assumed by

coming the estate was asse^ed ’ er European-
property was inspected. This avoui standard pro­
owned, estates, which ^ . e r a f f c  1929-32 outputs,
ducUon of estates was based on their ^  ^  for
together w ith  allowances tor inibber not f u l ^ ^  ,

rubber mature but untapped ' „,i,ture rubber untapped
been planned to refuse Included in the
during the slump since no su . ■ subsequently
basic quotas undei ^  t„ claim allowances for
reversed, with the result that estal assessed on
mature rubber untapped during „  mature acre,
the basis o f yield per tapped a c e , instead
It was soon realised that the basic quo < . ' icnresent their

• claiming that their 1929-32 " ’V T h  ^
• capacity were often given additional allowances. .Many



producers were, in fact, though not formally, assessed on 
they claimed as their capacity.

The scale allowances for rubber immature during the ba» 
years were calculated on lines roughly similar to those in f 
computation o f the territorial quotas ; seedling rubber was allow,, 
a maximum of 500 lb. per acre and budded rubber a maximo 
o f 1,200 lb. The maximum scale allowances were conditional, 
a certain minimum average girth per tree and a minimum siao 
per acre ; the more densely planted Asiatic estates sometimes faili, 
to reach the minimum girth. Scale allowances at the budgrafij 
rate were given to approved clones '  only, but there were very mm 
(about 130) o f these. The maximum allowances were almo 
invariably given to producers who claimed them, as long as tlie Irti 
reachfd the standard girth and were left untapped on rcachiii 
maturity. When they were tapped and yielded less than the seal 
allowances these were not reduced until 1937. On the other han 
— again until 1937—rubber assessed according to scale and ni 
according to average output during 1929-32 could not usua! 
obtam higher assessments than the maximum scale allowanc! 
even if  better yields could be proved. The scale allowances t 
budded rubber were extremely generous and were very often grant! 
to young trees o f a girth and age which would not be tapped 
normal commercial estate practice. Assessments were not general 
revised until 1937. There were annual increases as young rubb 
approachcd full maturity, but these were based on records ai 
m th few exceptions were automatic. There were occasion 
mspections to supplement deficient or check doubtful returns, 
m response to requests from planters claiming that tlicy had bet 
under-assessed.

The estates, especially the larger producers, were on the whc 
satisfied with their assessments. There was .some dissatisfactii 
by owners o f seedling rubber immature in 1929-32 whose as.se 

P -  ‘ housh such rubber «, ,  / . . . — iii fjugn sucn ruDOcr w
n capa e o f higher yields, and also by many Asiatic own(

f  madequate, and whose more densely plant
r  M \  larger propc

ee^’e r l r f  " J  yields were no less. The syŝ e
fhe e n L  h T  r " ?  " ^ ^ d  practkal
the entire budgrafted area, and whose trees, often planted t,

one muihcr tra. offipriog
of idw iiic^  gcneiiral cocutitSnn oflapnng r f  a  given moihpr tree :



widely, had a high average girth ; they alao had better rccords, 
were rarely inspected, and their owners and managers under­
stood the working o f the scale allowances better than did their 
smaller competitors. After 1935, the ‘ replanting bonus ’ (the 
maintenance of assessments on areas cut out for replanting) 
further enhanced the favoured treatment o f the larger, European- 
owned properties. By 1935-36 it was an open secret in Malaya 
tlmt the European estates were preferentially treated, though the 
inequity was less pronounced than it had been under the Stevenson

"^''smallholdings had perforce to be assessed on different lines in 
view of their very large number and the complete absence of 
individual records. They were formally assessed by the district 
officers on reports o f inspectors who were either unemployed 
planters or estate managers inspecting in their spare time. For 
administrative reasons the assessments o f smallholdings were ex­
pressed in units and not in lb. per acre. A  unit was the assumed 
yield per acre o f standard smallholders’ rubber ; it actuaUy repre­
sented a share in the total quota allotted to smallholder. The 
lb per acre value o f a unit could not be exactly told beforehand ; 
it emerged only after the total number o f units was known and 

i set agahist the quota for smallholders.
I In their work inspectors were to be guided by certain official 

directives issued by the Survey Department and rep^roduced m 
I the 1934 Annual Report o f the ControUer o f Rubber. These reveal 

that the Malayan authorities still held the \aews on the produc- 
„ tivity of the smallholdings which were generally current m the ‘a'e

1920’s, and that the lessons of the smallholdings enquiry and ot the 
high yields o f 1929-33 were ignored. The official directives were 
an open invitation to inspectors to under-asscss the smallholders. 

„ The suggestions for as.sessment were broadly as follows. First-
class r u S e r  capable o f yielding over 400 lb. was to be termed cla^ 

,  A and was to be assessed at four units, with fewer units to be
I  to smaUholdings in categories B, G and D. An A' class, capable of
j  yielding 500 lb. was rccogniscd but was also to receive four units

only ; tiiough a subsequent increase might be possible, for the time 
being 500 lb. was to be regarded as the maximum Uieoretical yield 

!! for smallholders’ rubber. In practice this ceiling was never lifted
i' and was reached only in a handful o f exceptional instances It

will be recalled that less than a year earher the smallholdings 
-• enquiry found an average yield o f 477 lb. with a maximum of 889 lb.

“> Thus a smallholding yielding 400 lb. was far from first-class



rubber.! h  v̂ ras pointed out that the absence o f production 
assessments were bound to be arbitrary, but inspectors were specij 
cally reminded to discount yields based on too drastic tapping syste* 
which could not be maintained. This was indeed a superfluor 
warning in view of the attitude o f the planting community towaî ’ 
smallholders’ rubber. Each holding was to be assessed in 
integral number o f units ; should a fraction result from the inspt, 
tor’s valuation o f individual acres this was to be rounded off to, 
higher integer only if  the fraction was three-quarters or ovn 
thus 9-8 units to be taken a s  ten, but 9-7 as nine units. Thc 
were to be no allowances for untapped trees corresponding to & 
allowances given to estates for areas out o f tapping.

Afost remarkable o f all was the instruction that areas undt 
Mukar (secondary jungle) need not be inspected and were onlyt 
Ik; reported as overgrown rubber. It had been established I?-* 
several first-hand enquiries in Malaya, as well as in the N.E.I, 
that smallholders’ rubber under blukar yielded satisfactorily, espec 
ally after being cleaned, %vhich the smallholders were certain toe 
under the stimulus o f better prices. This disregard o f smallholdin: 
under blukar vitiated the M alayan acreage statistics for several yean 
the planted area of smallholdings at the end o f 1935 was thus reduce 
by more than 100,000 acres below the 1934 figure. These are: 
were gradually reinstated, and by 1938 the area was almost ba: 
to the 1934 figure. The smallholdings quota, when expressed; 
lb. per acre, was thus somewhat inflated during 1935-37 by ik 
incorrect reduction in the divisor.

There were twenty inspectors for the smallholdings area 
about one-and-a-quarter million acres, and the work o f inspectior 
which was concluded within a few months, was frequently vc 
cursory. Owners o f densely planted holdings and those with hcav 
undergrowth aniidst their rubber fared worst, partly becausc ofti 
planter’s chronic scepticism o f the yielding capacity o f such arc 
(which was reinforced by the official instructions), and also becae 
such holdings were more trouble to inspect carefully and wc 
often omitted altogether. Smallholders* assessments were fixed!

‘  In March 1934, just at the time when thf application of rtgulaiirpii to Maiavi 
dw uned , ihc resulw of the imallhoklings enquir>- were reviewed in th e 

^  article jiated : ‘ After reviewing ifae tjvidence presented fay the author, juppkmer* 
by our owm knowledge o (  the »tati»iical pcaition arid ohservation tner some 20 
M alaya, we can but agree with the cooduiioM that neither bv reason of prf'’ *- 
n e ^ c t  a m  present practicc can it be cxp r«ed  that the production of smaUholdingi ’ 
deduie a ih e r  ui the near fucure or during n « t  tkcade .’ This opinion, howf  ̂
carried no w agh t with die restricUon auihoridcs.



each year until the end of 1938, as all the rubber which would 
be assessable in those ycai-s was already planted. Such forward 
assessments were bound to be hazardous, especially with such 
cursory inspection.1

The Rubber Controller-designate stated in the Federal Council in 
May 1934 that the basic quota would be divided at the outset into 
separate shares for estates and smallholdings, which would be kept 
apart, so that changes in the principles of assessment, or a revision of 
individual standard productions, would only affect others witliin the 
class and any over-assessment of individual estates would be at the 
expense o f other estates and not of smallholdings. This contention 
would have been acceptable if  the division was to be equitable and 
the respective shares o f .estates and of smallholdings determined in 
accordance v n th  the computation of the basic quota of Malaya, as 
had been suggested by the R.G.A. Sub-Committee. If, however, the 
initial division between estates and smallholdings were inequitable, 
the over-assessment ofindividual estates cou ld  affect the smallholder, 
for the fact that the total o f the individual assessments in each 
class did not differ greatly from its share in the Malayan territorial 
quota could be used as a spurious justification for the division.

This appears in fact to have happened. An extensive search» 
has failed to trace any public statement on the basis o f the division 
of the Malayan territorial quota between estates and smallholdings. 
The Controller o f Rubber published the division each year without 
stating how it had been determined. The confidential minutes of 
the General Advisory Committee which assisted the Controlkr ot 
Rubber contain the only information which could be traced. These 
seem to suggest that after the estates were assessed die sum total o t  
their assessments was deducted from the Malayan basic quota, 
and the smallholdings were given the residue.

>  ‘  A s  t h e r e  a r e  U r g e  . r a c t .  o f  s . n . l l h o l d m g *

t.ch of Ihc A d ^ r, CO the U.M.S., of the Rubber Eeaemh ^  “ "‘“S '
the of *e Meral and Legidative Co^cb togeth  ̂ S.e “ y
the,e year, of the Ai;ricd,.,d J ou ,^ . T>« ' S
edition of the Steti TUn )̂. the R.G.A. BulUtm. •h'
W„U, the (New York) E,bb„ Ag, and the " ' " I f
CoiumcTce. Nor could ihe information be found m ihc official ^
spondence of dir I.R.R.C., no» among the many pnvaw papers of the leade 
industry to which ihe writfr has had accws.



WHiatever the basis o f the division, the outcome was certaiî ' 
remarkable. This can be shown in a seri^ o f five simple tablt 
I lic  first two tables are purely formal summaries o f the division, 
the quota for the years I93'l-40 ; the exact figure for the qin,̂ . 
division for 1941 is not available, but it is known that the divi^ 
was virtually the same as in 1940.

T a b l e  I
In iem a l D istribu tion  o f  th e M alayan  T err ito ria l Qj^ta,^ 1934~iO

E states Sm allholdin gs

T housand
Urns

P er  cen t, o f  
M alayan  

quota
T housand

tons

P et cent. rf. 
M a l ^  ■ 

quota

1934 ................................ 312-5. 61-1 1991 38'9 ■
1935 ................................ 334-6 62-5 200-4 37-5
1936 ................................ 352-6 6 61-7 219-4 38’3
1937 ................................ 373-2 61-8 230-9 38-2
1938 ................................ 377-4 1 61-7 234-5 1 38-3
1939 ................................ 395-9 ' 61-9 2 4 4 0 38’1
1940 ................................ 407-4 62-3 246-4 j 37-7

• The total of these quotas slightly exceeded the M alayan  icrritorial quota, and; 
necessitated the cventuaj iniioduction of internal cuta (rwiuciiona in rates of relca 
below the internationally agreed rate).

* For administrative reasons, some propertica owned by Indian moneylendcn w  
transTerred in  1936 from the estate lo the smallholdings quota. Their assessmte 
totalled some 6,000 tons, and to this exlent all the tables slightly overstate the Iruc ami 
holdings quota Jrom 1936 onwards.

T a b l e  II
Qjiotas o f  M alayan E states and Sm a llh o ld in gs expressed  in 

lb . p e r  a cr e, 1 9 3 4 r-d0  

(T o  the nearest 5 lb .)

E states S m allho ld in gs

P er  a cre P e r  maiure 
acre P er  a cre

P er  maiat 
acre

1934 . . . . 350 385 ; 340 365
1935 . 375 405 :i 340 355
1936 ............................... 395 420 !! 375 385

415 440 1 395 4001938 ............................... 425 450 400 4051939 ............................... 430 470 405 420
1 y40 435 500 405 425

m JiT V r- ".I records of t h e  I .R .R .C . Allowance bfc

S g w o  MC i i a t e  10 a  m .tx in  of cttor wW 
II, htwever, ccm io  to bt m a ll  m d  not in exMsj of 2-3 per cmc



Tlie results o f the quota division emerge from Tables III-V . 
T a b l e  III

Annual Output o f  Rubber p e r  M ature Acre o f  M alayan Estates 
and  Sm allholdings, 1929-40
(L b ., to the nearest 5 lb .)

Estates Sm allholdings
Sm allholdings 

as p er  cent, 
o f  tslaUs

1929 . 410 485 U 8
1930 380 460 121
1931 375 445 119
1932 . 365 385 106
1933 353 465 1 131
1934 . R egu latio n  introduced during  the year.
1935 295 ' 240 1 81
1936 . 275 230 84
1937 375 330 88

1938 . 290 200 69
1939 290 200 69
1940 . ! 410 370 90

T h ee  figuro  have been calculated by dividing the actiial output by ihe mature area, 
i.c. by the acreage five or more years’ old. The sharp aurtuaiions in the last column 
in 1932-33 reflect the sraaUholders* re ‘ 
recovery of 1933.

T a b l e  IV

' reacuon to the very low prices of 1932 and to the

Shares o f  Estates and Sm allho ld ings in M alayan Rubber 
Production, 1929-40

Estates SmalUu

Tons
As p e r  cent, 

o f  total Tans
MaU^an

production

1929 ............................... " 246,000 55-2 200,000

1930 ................................ 236,000 54-6 197,000
1 9 3 1 ................................ 240.000 55-1 197,000
1932 ............................... 240,000 57-6 177,000
1933 ................................ 240,000 52-2 221,0 0 0

Jun c-D cc . 1933 . . 149,000 50-9 144.000
Ju n e  1933 -M ay  1934 251,000 49-7 253.000

107.000J a n .-M a y  1934 . 102,000 48-3

Jm ie-D ec . 1934 . . 160,000
R egu latio n  introduced 

59-7 i 108,000
1935 ............................... 243,000 64-0 137,000
1936 ............................... 233,000 63-9 132,000
1937 ................................ 314,000 62-4 189,000
1938 ............................... 246,000 6 81 115,000
1939 ............................... 245,000 67-7 i 117,000
1940 ............................... 334,000 60'B ! 215,000

As p e r  cm l. 
o f  total 
M alayan  
production

44-8
45-4 
44-9 
42-4 
47-8

4 91
50-3
51-7

40-3
36-0
36-1
37-6
31-9
32-3 
39-2



E states Sm all.
h o ld in gs

240,000 220,000

250,000 250,000

265,000 300,000
310,000 200,000

129 91
124 80
117 67

T a b l e  V

Comparison o f  P rec iou s O utput ® o f  M alayan  E states and  
Sm allho ld ings w ith  th en  1934: Quotas 

(Tonsj to  the nearest 5 ,000 tons)

Lmdn 
Prret. 
penu 

p fr Ih.
(a ) O utput for ca len d ar y ea r 1933 . . 240 ,000 220 ,000 3-2
( i )  O utput for tw elve  m onths ending M a y

1934 . . . . . . .  250 ,000 250 ,000 4-5
(c) A nnual ra te  of production based on 

seasonally  corrected output, M a rc h -
M ay  1934 .....................................................  265,000

(rf) 1934 q u o t a s ...................................310,000
i t )  id )  as per cen t, o f  (a)

W
w

• These are production figures ; stock changes arc allowed for.
* In the spring of 1934 the price waa nearer to the price visualised under restriciio: 

than it had been in 1933. The quotas of diffo’ent classes of producer m ay be considuK 
fair if  tiieir ratio is roughly proportionate to approximate unrestricted outputs at tit 
prices envisaged under restriction. This lends special interest to the comparison ' 
w  ynxh (d ).

The tables amply show where the burden o f restriction fell. 
To forestall possible objections it must be stated at once that sale 
of rights from smallholders to estates, whether directly or indirccilr 
{via dealers who -byy coupons first and uncouponed rubber sub 
sequently) were o f negligible importance, except in 1938 anii 
1939 when such sales took place to a minor extent— only abou: 
5 per cent, o f the total quota in each year. In 1940 net sales ww 
in a reverse direction, and the estates sold rights to smallholder 
via  the dealers. The position is evident from a comparison o' 
the shares o f estates and of smallholdings in M alayan productiw 
(Table IV) with their shares in the quota (Table I). The differcn' 
trends o f the outputs o f estates and of smallholdings reflect tii! 
enforced curtailment o f the latter.

The average output o f smallholdings during 1929 -32
193,000 tons and this, o f course, was their permanent basis 
restriction purposes. Their 1934 quota o f 199,000 tons almos 
cxactly equalled their permanent basis, together w'ith a specii 
allowance o f around 5,000 tons included in the M alayan quota « 
^ o o th  over any difficulty o f the assessment o f smallholding!, 
Thus they received no immature allowances whatever. When ti: 
assessments o f the Ghettiar-owned estates included for admini-“



tralive i-easons in the smallholders’ quota are also deducted, it 
appears that the smallholders hardly received any immature 
allowances in 1934-38 though they had planted almost a quarter- 
of-a-million acres between 1925 and 1929, and these allowances 
were, o f coui*se, to have applied to rubber planted during these 
years.

Thus, contrary to specific official assurances, the smallholders 
were again, as under the Stevenson scheme, greatly under-assessed.
It is possible to estimate very roughly the loss inflicted on small­
holders by their under-assessment. I f the shares o f estates and 
smallholdings in the quota had been proportionate to their probable 
unrestricted outputs at prices visualised under restriction, the quota 
would have been divided about equally. I f  the estate and small­
holdings quotas had been calculated on the same basis as had been 
adopted internationally for the computation of the total Malayan 
quota the division would have been about 55 per cent, for estates 
and 45 per cent, for smallholdings. These estimates are subject to 
a margin o f error, but on any reasonable basis o f division the share 
of smallholdings should not have been l^s than 45 per cent., and 
possibly about 48 per cent., especially as it is explicitly claimed in 
the Hi'stOTy o f  R ubber R egula tion  (p. 47) that official instructions were 
issued in 1934 that the smallholders were to be given the benefit 
of any doubt in the division o f the quota. On the basis o f a 
48 per cent, share in the territorial quota, smallholders’ quotas over 
the years 1934-40 should have totalled approxinjately 400,000 tons 
more than they actually did, and some two-thirds o f this amount, say
270,000 tons, would have been exportable under the restriction 
schcme. Taking a conservative ovcr-all value o f export rights at 
an average o f 4c/. per lb. up-country throughout this period, the 
loss to smallholders may be estimated at about ;^10 millions, or 
85 million Straits dollars. As this came about through under­
assessment o f land which remained under rubber, there was litde 
or no transfer o f resources to other uses to be set against the loss.^

‘  ThLs calculation is, of courte, intended to indicate orders of magoitudc'only. If 
asscssm«it,s had been c-qual, the price of e.xport rights or the prtcc of rubber or the volume 
of exports, would probably have clifTered from die actuaJ levels, and in strict logic this 
should he. allowed for in conipiitiug the loss to sinallholdm  through under-asscssnienl. 
It is phiinly impossible to estimate diis quantitatively. _ ^

This calculation was first published in an article ‘ The Working of Rubber Regulation 
in Uic Economic Journa l, Sept. 1946. It sras there erroneously stated in one placc (P- 39b) 
that the calculation referred to tbe years I934-H . Actually it referred to I934-«) 
only, as is clear front the tables in that article, as well as from the context. If the year 
1941 had also been included (for which the data are not so complete), the calculated 
lojs would have be«n about £2 millions (17 million S tra in  dollars) higher.



When in 1946 the writer questioned a number o f  Asiatics ’ on Ok 
relative assessment o f estates and smallholdings af\er 1934  ̂ ti), 
g^iieral reply was that estates o f equal capacity had received liight 
as ŝcssmcnts. WTicn pressed for quantitative estimates some sai?- 
that tiic difference had been approximately one pik u l (133J lb 
per acre. Others thought that tlie difference had been about cquj;- 
to one restriction class, so that i f  a smallholding o f a given yieldin? 
capacity was classed as C  for assessment purposes, an estate of eqiuj 
productivity would have received an assessment corresponding it 
a class B assessment for a smallholding ; as this was roughly equal 
to one p ik u l an acre, these answers were in substance identical, 
although they were put quite differently. Yet others said tb  
they did not know what had been the difference in assessment! 
but believed that it had been considerable. W hen an under­
assessment o i o n t  p ik u l per acre is assumed and applied to the averagf 
mature acreage between 1934 and 1940, then on the basis ofiht 
average rate o f release over this period and on an up-country valut 
of export rights o f about per lb. (the basis o f the previous cal­
culation) the loss to tlie smallholders emerges as about £ \2  milliom 
This is very close to the previous estimate o f ;T10 millions, whid 
was intentionally calculated on a conservative basis.^

II

In the N.E.I., as in Malaya, the estates were assessed in principle 
on their average 1929-'32 outputs, with additional allowance 
for areas not fully mature or untapped in those years. The scak 
allowance, especially for budded rubber, were less generous that 
in Malaya. On the other hand where proved yields over a pcrid 
o f six months exceeded the scale allowances, the assessments would 
accordingly be raised. This concession resulted in frequent ia- 
creases o f individual standard productions and was largely tt-

* The ori which the individuab interrogated were chosen and the replies checkri 
u  d i s ^  m an ^ lic le  ‘ M alayan Rubber P o l i c i e s Ec^nomica, M ay 1947.

A  Joracwhai jinu lar calculation of the loss inflicted on amallholdcrs through thcs 
very se%cre midcr-aMcssmcnt during the Stevenson scheme suggests Uiat this loss ran 

mirnons, or about 270 million Strai(s .lolU« 
M ay 1947. ^  ‘ M alayan Rubber Policies E corm ^

rcstricu o n  a c h e m «  the ioM to  M a la y a n  sm aU holdcr*  throujt 
T o c c i  la  fi ‘  ^ ^ 5i ‘̂*5™ H 'o n s ,o rs a y360 m illio uStra itsd oU aft
M X a  I d i T  be noted"^that th e  to ta l aUocatiaa «.
s S  d S ^  ^ t h ^  D evelo p n ,cn t a n d  W e lfa re  A c t  is /JS m illio n s o r  43 miibc 
T S s  p o w  o f  m o n e y  n o w  iB uch l « s  th a n  it w as in th



Sponsible for an excess o f individual assessments over the share of 
the estates in the N.E.I. quota, which necessitated the introduction 
of internal cuts. Export rights were transferable as between estate 
producers and dealers, but with a few insignificant exceptions native 
rubber could not be shipped on estate export rights.

Native exports were to be controlled by a special export tax 
(as distinct from the ordinary ad  valorem  revenue duty) designed to 
depress the internal pricc o f rubber sufficiently to keep exports 
within the permissible limits, i.e. o f the permissible exports of 
the N.E.I. The Government pledged itself in repeated formal 
statements to spend the proceeds o f this tax solely for the benefit 
of the natives o f the rubber-growing residencies, in addition to the 
normal expenditure out o f general revenue.

The native quota was obviously inadequate. By the spring of 
1934 N.E.I. native exports were at an annual rate o f 300,000 tons 
(and according to all competent Dutch observers huge areas were 
still untapped), whereas a release o f even 100 per cent, would have 
given the natives only some 145,000 tons a year in 1934 and less than
170,000 tons in 1935.^ The very different treatment o f estates and 
natives and the inadequacy o f the native quota emerges from the 
table on page 102.

Gonti-ary to general belief the insufficiency o f the native quota, 
rather than the absence of proper data, was the principal reason 
for the adoption o f the special export tax as an instrument of 
control. The official nineteenth N ative R eport stated ex­
plicitly that individual restriction was impossible, first because 
registration would require too much time, money and labour, ‘ but 
more especially because the potential production of native rubber 
is considered to be so great that a division of the permissible ex­
portable amount based on productive capacity would result in the 
individual allotment being very small, and as a result some natives 
who depend for their existence entirely upon family tapping would 
be seriously affected, while owners o f distant gardens worked with 
hired labour would benefit, and such owners cannot in the present 
circumstances be regarded as real producers.’

The special tax was levied on the basis o f the dry weight of 
rubber exports. The structure of the rates was designed to stimulate 
the export o f rubber as nearly dry as possible to secure for the 
N.E.I. the re-milling o f native rubber previously carried out in 
Singapore, and the tax on wet rubber exports was therefore higher 

‘ In Ociober 1934 ihe leader of the N.E.I. d d ^ a iio n  to the l.R .R .C . the
native potential a i  700,UOO tans.



T a b l e  V I
Comparison o f  P revious Outputs o f  N .E.L E sta tes and  Natives 

w ith  th eir  2934 Q uotas
(Long tons)

(a) O utput for ca len d ar y ea r 1933 .
(b)  O utput for tw elve m onths end ing M ay

1934 ..................................................................
(c) A nnual ra te  of production based on

seasonally corrected ou tpu t, M arch —
M a y  1934 .

(d )  1934 quotas 
(s) (d )  a s  p e r  ccnt. o f (c)

m  
w*

• For the natives exports have been taken as output. The export figures for Maru 
M ay probably include some reduction in atocks and thus slightly overstate the aaa 
output. The amount involved is, however, certain to be ver>' small. The natives kr 
no stocks and dealers’ stocks were also comparatively small : moreover, the exfrc 
were fully in accordance with the rising trend since mid-1933.

* 'fhe considerations summarised in llie  second note to Table V also apply to tha 
figures. Moreover, in the N.E.L very large nadve areas were reaching maturity: 
about 1933-34 for which little or no ^ ow ance  was made in the 1934-35 quotas. ! 
should also be noted that the supply ofN .E .L  native rubber was definitely elastic,!: 
the 1933 production was at a  rate of only about one-third of the officially and \t  
conservaiively estimated capacity.

L o^
EstaUs N atives •

t m

170,000 115,000
p^r li.

3‘2

180,000 185,000 45

220,000 300,000 5-8
205,000 145,000

121 126
114 78 _
93 48 _

than would have been justified by their average dry weight. Moit 
over, to avoid losses to re-millers and other processors of naiir 
rubber, the frequent—and generally upward— changes in the e.Kpo: 
tax applied to wet rubber within a day or two o f the announcemK 
but to dr>' rubber only after some four or five weeks, and tfe 
stimulated the export of dry rubber in the intervening peria: 
Thus an incidental result o f the special export tax was the shan 
rise in the proportion o f native rubber exported dry, from 15 pr 
ccnt, for the first quarter of 1934 to'almost 100 per cent, by the es 
o f 1936. These were, however, secondary effects beside the vcr 
heavy burden of the tax, and to simplify the discussion all subseqiift 
references will be to the dry rate which applied most widely.

There were widespread doubts o f the effectiveness of the p  
hibition of new planting. The difficulties were well illustrated in 
^nsular report o f the U.S. Trade Commissioner in Balavia. Tk 
U>mnussioner had in the autumn o f 1934 visited Palembangi 
south Sumatra, where an American oil company was just extendjs 
Its operations. A  road had been cut across the jungle in the inii 
of which, many miles from the nearest native viUage, a large arf 
ot rubber was unexpectedly found. From time to time the



trekked-across the jungle, e.slablished . temporary hute and camps, 
tapped the trees and thereafter returned to their villages. The 
Trade Commissioner doubted the practicability o f the control of 
new planting.

Self-sown seedlings presented a special difficulty which applied 
throughout the East, but was greatest in the N.E.I. In extensive 
areas under rubber many self-sown H evea trees grow up some of 
which become tappable by native standards, while others serve as a 
cover crop. On a strict interpretation of the regulation agreement 
and the locally issued decrees many o f these self-sown trees were to 
be eradicated, but this was plainly impossible in the Outer Provinces 
of the N.E.I.

I l l
{a) C(ylon

In Ceylon estates and smallholdings alike were assessed on 
inspection. The assessment o f producers with reliable records was 
based on the highest output of the years 1929-32. Other pro­
ducers were assessed on estimated capacit)'' at normal rates of bark 
consumption, after taking into consideration the type o f soil, the 
age o f the trees, planting density and other factors deemed relevant. 
Smallholders were generally assessed according to the average 
proved yield o f smallholders' rubber in a given area. The scale 
allowances were at lower rates tlian in Malaya or the N.E.I.

These principles o f assessment were divorced from the basis on 
which Ceylon’s territorial quota had been determined. The total 
of individual assessments greatly exceeded the basic quota, and 
hea\y internal cuts were a feature of rubber regulation in Ceylon 
until 1939. In 1935 many estate producers were reassessed on 
the basis o f their average 1929-32 outputs instead of the highest 
production in any single year ; as, however, some producers con­
tinued to be assessed on the basis of potential capacity, assessments 
still exceeded llie basic quota. It was also found that the im­
mature areas, especially those planted between 1926 and 1928, 
were larger than had been assumed in computing the basic quota, 
and this again contributed to the discrepancy.

Producers could appeal against the assessments, and there was 
a non-European majority on the assessment committees and on the 
appeal tribunal, while the Rubber Controller was a Singhalese. 
It is thus somewhat unexpected to find that the estate quota ex­
pressed in lb. per acre was much in excess o f that o f smallholdings.



In 1934 tlic average figure for large estates (over 100 acres) ^  
330 lb. per planted acre, against 265 Ib. for small estates (IQ̂ k̂  
acres) and 195 lb. for smallholdings (under 10 acres).i Sul̂ * 
stantially the same ratios prevailed throughout the operation t 
regulation, and were o f the same order for the planted and for i)> 
mature acreage. In contrast with Malaya, much o f the rubbers 
Ceylon smallholdings is not only on poor land but is also interplanio; 
with other crops which in Ceylon adversely affect yields. Tl« 
difference is nevertheless surprisingly large, especially as the estait 
had no budded rubber.

(b) B riiisk  North Borneo
In British North Borneo the transfer o f rights was forbidden 

Tlie Controller o f Rubber in his Anvtial R eports  ® referred to iMi 
as a cardinal feature o f the machinery o f regulation and as at 
essential condition o f its success. No reasons were given for thi 
repeated statement. Smugghng o f rubber from Sarawak migt- 
have caused inconvenience but would hardly have destroyed it 
regulation machinery, and it is not easy to understand the grouni 
for the Controller’s insistence on the non-transferability o f righs

After a short initial period during which estates were asseas 
in accordance with their average 1929-32 outputs, potential pit- 
duclivity was accepted as the basis, which was interpreted as tb 
average yield on alternate daily tapping. W here the ABC systa 
of tapping was practised, yields could be raised by 33 per cent.: 
computing the standard production. A  unique feature o f asso 
ments was the appreciable allowances given to estates which bs 
used fertihsers during the previous six montlis. These allowance 
were granted without proof ol’ additional yields so derived.

 ̂These figures differ from those in the annual Administration Reports of the Rubto 
Controller, Ceylon, where, for some reason, the figures are calculated by dividing'’ 
aggregate stMidard production o f  each group by the m ature acreage plus one-half t 
inunanire acreagc. Moreover, up to 1939 the aggregate standard production 
exceeded Ceylon’s lem torial quota ; the Controller’s figures refer to the average standi* 
production per acre, while those given in the text have been corrected, to give a pic® 
nrarer the actual state of affairs, by reducing them in ihc sa«ne proportion in ead» d» 
and the result shows the average quotas of ihc three classes of producer. The 
between the figures agree closely with ih<BC given by the Controller.

* These Armml Reports of the Controller of Rubber, or more precisely ConjM*" 
RtporU on the Operalion o f  Rubber Regulalion in the Stale o f  J^orlh Borneo, have not W 
published, but copies are avaUablc among the paper? of the I .R .R .C . T liey are unS» 
factory documents; the informaiion supplied is inadequate, and the general 
the reports throws considerable doubt both on the equity of the local regu!»n’ 
t u r n e r y  and on tlie competencc of some of its administrators, i t  is remarkable 
Ihe reports should have been kept confidential though they cover issues w h id i maicH*̂  
afFected the welfare of thousands of producers.



The basis o f smallholders’ assessments varied considerably. 
At first they were based on the estimated district average exports 
per acre in 1929 32. Subsequendy standard assessments given on 
individual inspection were introduced, though on unorthodox lines.
‘ The basis o f assessment o f smallholdings is the same as for estates. 
Before restriction was enforced, smallholders almost without excep­
tion tapped far too heavily, the favourite system being a half-cut 
tapped every day. Bark consumption had therefore to be reduced 
by two-thirds,^ and production by 50 per cent., as yield in relation 
to bark consumption tends to follow the law of diminishing returns. 
A  cut o f 50 per cent, in production was in the interests o f the small­
holders themselves as it was just sufficient to stop them from living 
on their capital, but a severer cut would impose on them too large 
a share o f the burden o f restriction and they are therefore allowed 
to export the full amount o f their assessments.’ ^

It is difficult to understand how this method was to have operated 
at varying rates o f release, for i f  a 50 per cent, cut in output would 
have fitted one international rate of release, it could not possibly 
have been suitable with a different rate. Actually a 50 per cent, 
reduction in production below the output before regulation was 
extremely severe and far in excess of the cut imposed on estate 
producers. While it is not clear how it was possible to fix assess­
ments on this system as smallholders had no past production 
figures, it is obvious from the trend of exports that their output 
had fallen heavily during the slump, and that a 50 per cent, cut 
below the production of say 1931-33 was even more severe than 
would appear at first. Even without any reduction being applied 
to the smallholders’ assessments these would have been grossly 
unfair compared to those o f the estates ; it seems, moreover, that 
further reductions, varying with the international rate o f release, 
were subsequently applied to the meagre assessments of the small­
holders. The Controller’s remarks on the over-tapping of native 
rubber have a familiar ring and are unhkcly to have been more 
reliable than the many similar statements about tiie smallholders 
in Malaya. According to one of the Controller’s subsequent Annual 
Reports : ‘ assessments continue to be revised annually on productive 
capacity and in the case o f smallholdings on girth measurement, 
bark consumption and other factors reported at periodical ui- 
spections.’ 8 These factors were, however, apparently defined solely

‘  To reducc it to the same ra le  as on estates lapping on ihe ABC system.
• Anituai Report of Uic Coniroller of Rubber for 1934.
• Annual Report of the Controller of Rubber for 1938.



iu terms o f estate technique. According to the official rubb 
restriction rules : ‘ Normal production means the amount of d 
rubber that can be produced by tapping ripe bark on mature tr« 
in such a manner that tharate o f bark consumption does not excc 
the rate o f renewal. A  tree shall not be deemed mature if 
circumference at three feet above ground level is less than 18 inche 
This definition o f m aturity may apply to estates but is most m 
leading for smallholdings where, owing to the dense plamir 
trees are o f much smaller girtli and are readily tapped when th 
circumference is appreciably below 18 inches.

The average assessment o f smallholdings was far below that 
estates throughout the regulation period. The figures did i 
become available until 1939, when the average estate assessmj 
was about 505 lb. per acre {510 lb. per mature acre) against 2 
lb. per acre (the same per mature acre) on smallholdings. 1 
complete but reliable information makes it clear that roughly i 
same ratio prevailed throughout the restriction period. The figu 
clearly refute the Controller’s contention that estates and sm; 
holding were assessed on the same basis. As will be seen shon 
in Sarawak, just across the frontier from British North Born 
smallholders’ rubber was found in 1937 to give an average yi 
of 490 lb. per acre. The estate assessments on the otlier hand w 
absurdly high ; neither in M alaya nor in the N.E.I. had esi 
yields ever averaged 500 lb. per acre and estate yields in Bril 
North Borneo are known to be below those in M alaya and the N.I 
It appears that in British North Bomeo the smallholders w 
treated worse than in any other producing territory. The open 
passage o f the Controller’s first (1934) Annual R eport suggests ii 
this may have come about : ‘ Before bringing restriction i 
force the Government called a conference at which representati 
of the European, Chinese and Japanese producers were invited 
express their views on the manner in which the scheme should 
carried out. The legislation enacted was baaed on the rea 
mendations o f this conference.’ There is no mention of sni 
holders or o f their representatives.

According to the Controller’s Annual R eport for 1935, the sm 
holders were complaining that they were unable to make a liv 
with their low assessments. This was not surprising ; m 
unexpected is the following statement : ‘ Large producers c( 
plained that too big a share of the burden o f restriction was be 
placed on their shoulders,’—this at a time when their per a 
assessments exceeded those o f smallholdings by about 100



' cent, on nibber which was almost certainly of poorer yielding
■ capacity.
' The total o f standard assessments much exceeded the territorial 
' quota, which was itself unfavourable, reflecting the sharp fall in 
ic exports after 1929. The heavy internal cuts pressed hardest on 
' the underassessed smallholders. The standard assessments of 
‘ testates (based on assumed potential productivity, and divorccd 

from 1929-32 outputs) were irrelevant to the fairness of the basic 
' quota. Estate interests were wont to argue that the heavy internal 

cuts were evidence o f the poor treatment of North Borneo under 
the scheme. The planters apparently succeeded in converting the 
Controller to this view, who consented to a general increase in 

■5 assessments to serve as a bargaining counter in negotiations for a 
i better quota on the renewal o f regulation.^
[i>»
■k (c) Sarawak
ra' The inadequacy o f the administrative machinery did not permit
4  the introduction of individual restriction in Sarawak before 1938.

Until then exports were kept within the permissible Umit by several 
t ovcr-all measures. Local labour in Sarawak was insufHcient for 
et the tapping o f the entire mature area, and the control of immi- 
et gration restricted the number o f tappers and the quanuty of rubber 
at produced. The collection, manufacture, storage and export of 
is lower grade rubber (scrap and lump) were also prohibited from 
:,1 time to time. For a few months in 1934-35 no tree was to be 
01 tapped more than once a day on a quarter-circumference, or every 
ia other day on one-half circumference, but this prohibition was 
ffi subsequently removed. These measures proved insufficient and
“ ■ ■ This can 1 » setn from .  drculo.- teucd i,, J  unc 1937 by the North Bern™ P l.n .™ ’
W A«>ciatior,, quoting a  letter imm the C<mttoller which s i® e s lr f  * a t  all

should be ioc^eascd to yields equivalent to ' ABC plus one half to justify datim  for a 
staniially h iiher quota after 1938. This would have raised the average es ate assesraient 

™  lb ' per acrc and that of smallholdings to about 300 b. 
letter, l i e  chairman of the Pl.anter,' .-Sssoeiatio.. commented : I tinnk » e  '

4  for granted that there will be a  certain amount of jockeying for ̂ m o n  “  "  ' P
® of J l  producirtg counu-ies durit.g the next eighteen .nont^», and “

folly to adopt a  formula of assessment less favourable than that 
at But when it b  proposed to put forward a  claim, based on the tusumpuon that the a v e r .^  

o l a i c  p ro d u c u o r i in  N o rth  UorTJCo u n d e r  a lt e r n a t e  d a i l y  ta p p in g  »s p r o p e r ly  
a t  5 7 0 ^ b .  p r r  a c r e  p e r  a n n u .n ,  t]>en I fe e l b o u a d  to 

0^ b e jm t i f ic d  b y  p e r fo rm a n c e , p a s t ,  p r e s e n t  o r  fu tu re . I  fm d  it  d if f ic u lt
W  good « tn  c L r  frota a  claim resting on such cxa^eration . and do not s «  how I 
can conscientiously lend my support to it . ' Thus the pUmte^ were moi^ “ f iS * ; 
the public servam. This kind of bargaining technique, while it mfluenced 

■CF of tcrrilorial quotas only indirecdy, if at a ll, nevertheless fiarnishes a  small but perhaps
p« not uniniercating example of the arbilrarincsj of quota ichem a.



tapping holidays, the total prohibition o f tapping for four-we  ̂
periods, were soon introduced.

The compulsory tapping holidays, though an administrativ 
simple method of control, had certain drawbacks, such as 
hardship wliich was inflicted on districts whose crop was advoj 
affected by unfavourable weather before or after a tapping holid 
Individual restriction was therefore introduced in 1938. ] 
smallholdings, which accounted for over 90  per cent, o f the plan 
area, were surveyed and assessed with assistance from the Mala’ 
Sur\'cy Department. The planted area was found to be 228,' 
acres, against the previous official estimate o f 213,000 acres, ; 
Dr, W hitford’s figure o f 260,000 acres.

In conjunction with the survey a series o f tapping tests 
made under the supervision of a senior officer o f the Survey Dep; 
ment. One hundred plots totalling 375 acres and stated to h 
been representative were examined. The annual yields ran 
from 169 lb. to 944 lb. per acre, with an average o f 489 lb. ' 
planting density varied from 60 to 680  trees per acre, with 
average o f 239 trees. The yields were very close to those fo 
by the M alayan smallholdings enquiry o f 1931-33 , as were r 
of the findings o f the survey. As in M alaya and in the N,i 
the yield per acre was found to increase with the number of ii 
This is shown in the following table.

T a b l e  V II

P lan tin g D ensity and T ield  p e r  Acre on S m a llh o ld in gs in  Sarawd
A verage y i e l d

S tm d M .  o f A verage p e r  a cre
p e r  a cre p lo ts stand {lb. p e r  annum)

1-100 . 10 80 320
101-150 . . 8 126 451
151-200 . 28 185 470
201-300 . . 28 228 507
301-400 . . 16 348 5G4
O ver 400 . . 10 494 6a0

i
Forestalling the argument that the yields were due tn o 

tapping, the Superintendent o f the survey commented in 
report  ̂ : ‘ I f a close estimate o f the potential production o f Sara

‘  ™ K ujfe S^guUlim („ S m a i  (1937). T h ij document h«> app»
® East) ; 0 niimeogti

n  avaJab k  among the papers of l i e  I.R .R .C . The result, of Che



! is to be made, it is the yields actually obtained by normal Asiatic 
methods, and not those which would be obtained by European 
methods, which must be known. And drastic as the former 

’ may appear, there is little doubt that they can be maintained 
year after year.’ In spite o f this, when the survey figures were 
put before the l.R .R .G . some delegates again referred to the 

 ̂ rough-and-ready methods o f the smallholders and to their excessive 
bark consumption.^

; Although there were various administrative difficulties, the 
' regulation machinery in Sarawak worked fairly well, especially 

after the introduction of individual restriction. The prohibition 
of new planting was also successfully enforced, though this was not 
easy as the bulk o f the area was unsurveyed until 1937. There was

V considerable discontent over the prohibition o f new planting,
- especially the eradication o f self-sown seedlings, 
ft
r, (if) Siam

Rubber restriction was not introduced in Siam until Ju ly 1935, 
i;: as a new quota had to be negotiated following the rejection of the 
H original agreement by the People’s Assembly. A  rudimentary 
1 system of assessments was establkhed, with the standard produc- 
« tions fixed by government officials in the rubber-growing districts. 

Individual assessments were subject to certain maxima per tree and 
surface unit. A  generous quota and the guaranteed minimum 
exports enabled Siamese exports to be kept within the permissible 
limits without an efficient machinery o f control. It appears that 
the restriction o f new planting was not enforced. Occasional 
returns furnished by the Siamese authoriries to the l.R .R.G . pur­
porting to show the planted area varied greatly and generally showed 
large increases over previous estimates.

(̂ ) Burma
In Burma the administration of regulation and the assessment 

of holdings were in the hands o f the Burma Rubber Liceming 
Committee.® Estates with records were assessed on the largest 
output in any one year between 1928-33. In the absence o f crop

vr.  ̂The Sarawak authorities claimed that the true average yield w a s  actually under- 
»tatcd owing to the accidcnlal omission of two of the best yielding districts. Before this 

^ lurvcy, Sarawak rubber, when discussed at a ll, was refcned to with the contempt with 
which smallholders’ rubber was generally treated. The survey ascertained that it 

L  yielded well in excess of estate ru b b «  iu  M alaya and die N.E.I.
^  * The administration of regulation in India was very similar to that in Burma and

''■iU not be discussoJ here.



records, holdings were assessed at 150 lb. per acre when ten 
old or older, at 125 Ib. when nine years, and at 100 lb. when 
years old. These low rates reflected not only the late maturir  ̂
low yields o f rubber in Burma, but also the poor permanent bas 
the territory and the generous treatment o f estates with past ] 
duction records, whose a^essment at the maximum output. 
1928-33 necessitated more severe treatment o f others. The b 
quota o f Burma was raised in 1935 and assessments were revi 
Estates with past production figures were treated as before. Ot 
were grouped into three classes : well-managed, fair and ] 
estates. The first were assessed at 300 lb. on full maturity 
years or over), the second at 240 lb. and tlie third at 180 lb. Ei 
and nine-year-old rubber received lower assessments.

Some of tlie estates and many o f the smallholding wer 
remote parts o f Burma and often had no postal address, 
minimise the risk o f loss, the coupons had to be fetched by 
owners or their authorised agents from district headquarter; 
often involved long journeys and considerable individual hard 
To reduce expense and inconvenience export rights were issued 
once a year. When the international release for the fiist quaitei 
announced, the Burma Licensing Committee took a view or 
probable average rate o f release for the whole year and lici 
were issued accordingly. Though tlie estimates were intend* 
be conservative, on two occasions they substantially excceda 
releases for the year and tJicre were heavy over-exporls which 
to be coiTected subsequently.

(J  ̂ French Indo-Ckina
No regulation machinery was established in French Indo*C 

as exports from that territory were not restricted. The oblig 
to deliver certain quantities o f rubber to the I.R .R .C . was 
muted into a money payment at the average London pri' 
rubber, financed by a small export tax. The money was distnl 
among the British, Dutch and French rubber research insii 
New planting was effectively prohibited.

i



r u b b e r  r e g u l a t i o n  i n  p e a c e  a n d  w a r

CHAPTER 8 

EARLY DIFFICULTIES, 1934^35 

I

g rr^ H E  first meeting of the I.R.R.C. was held within a week of 
X  the signing of the international agreement and rates of release 

, were fixed for June-December 1934. These were 100 per cent, for 
. June-July, 90 per cent, for August-September, 80 per cent, for 

October-November, and 70 per cent, for December. There was 
no obhgation to keep exports within these rates during each month 

■I or quarter and the decision was in fact for an 87 j per cent, release 
for 1934. The comparatively generous rates o f release were 

. intended to ease the task of the local administrations by introducing
I restriction gradually. Following this decision the London price 

declined somewhat, from over Id . to around 6^d. For the rest 
 ̂ of the year it fluctuated between 6rf. and 7 ^ .  

j Shortly after this meeting a number o f difficuhies ensued which 
; almost destroyed the scheme. The first was the failure o f the 

Siamese Assembly and of the Indian States to ratify the agreement, 
unless their territorial quotas were substantially raised.

On the acreage figures assumed for its calculations the Siamese 
quota appeared generous. The Siamese contended, however, that 
the planted area had been under-estimated, and the lising export 
figures confirmed the argument. Their demands rose rapidly ; at 
first, 25,000 tons was thought rather high by the I.R.R.C., and 
when 35,000 tons was mentioned this was considered exorbitant, 
but the claim was soon advanced to 40,000 tons. Various methods 
of coercing Siam were considered, but she obtained her demands, 
was granted a quota o f 40,000 tons for each year from 1935 to 1938, 
and joined the scheme with effect from 1st Ju ly  1935.

When the Indian quota was negotiated towards the end of 
1933 between the R.G.A. and the South Indian Association in 
London, the computations were based on the 1929-32 exports and 
on the acreage figures. The quota so calculated was agreed 
without consultation witli the Indian States which produce 98 per 
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cent, o f Indian rubber outside Burma. These claimed that i- 
quota calculation was vitiated by serious omissions, and accordini 
refused to ratify the agreement. 'Flie official acreage figure 
based on voluntary returns by planters who had replied to a questi» 
naire sent to them some years before. Tlie questionnaire 
appearance not unlilce a tax paper, and many producers, chiej 
proprietors o f small estates and of smallholdings, had not rep% 
Moreover, the exports from the Travancore port o f Aleppcy in 
also been omitted from the permanent basis, as they were n 
included in the Indian trade returns. These contentions wc 
unchallengeable, and as the Indian signature o f the agreeita 
was conditional on ratification by the States, the Indian quota v« 
raised. A  small addition had also to be made to the quota < 
Bumia, where again exports had been inadequately recorded.

The quota increases had to be embodied in a protocol signu' 
by all parties to the 1934 agreement. This procedure entaik 
considerable publicity and created much dissatisfaction in soa 
territories, notably Ceylon and British North Borneo, which aii 
considered themselves harshly treated ; formal requests for incrcia 
in their quotas were received in 1935.

The most serious difficulty, however, was a sharp differed: 
of opinion which arose between the British and the Dutch soo 
after the inception o f the scheme. The special export tax i 
N.E.I. native rubber was raised from 10 cents per kilo in Jib 
to 20 cents in Ju ly  ; it was reduced to 16 cents in September : 
compensate for a fall in the world price. The N.E.I. authoriti' 
considered these rates already very high, and insisted that BriK 
ideas o f a substantially higher level o f prices—and therefore' 
higher rates o f tax—could not be entertained.

The N.E.I. delegation to the I.R.R.G. expressed the sas 
view, and a deadlock ensued at the Octobcr meeting at 
the release for the early months o f 1935 had to be fixed ; the Duif 
pressed for 80 per cent, and the British for 70 per cent. The Bri» 
representatives reminded the N.E.I. delegation that at the decisi* 
Hague meeting the pivotal price o f gold {about 6 <̂/.) had 
abandoned and the Dutch had acccpted the schemc and its 
gations without reference to any fixed price. The British mcinb<̂  
proposed formally to communicate to all signatory governmfi  ̂
the Dutch opinion that the price could not be allowed to ^ 
above 6 ^ .,  as this was said to involve a new principle contra? 
tô  the original basis o f the schemc. The meeting adjourc  ̂
without a decision; at the adjourned meeting a compromisf



75 per cent, was reached for the firat half o f 1935. The London 
price fell from to on the announcement of this decision.

There was much dissatisfaction within and outside the Committee 
with the Dutch attitude. The British argument at that meeting 
is summarised in the H istory o f  Rubber R egulation  (p. 99) : ‘ 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 remuner­
ative to efficient producers, but by the level at which the Dutch 
could control their native exports. There was no reason prim a  
fa c ie  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 o f circumstanccs, should coincide 
with the equitable price level for the efficient producer, which 
was determined by an entirely different set o f circumstances.’ In 
other words, a fraction of the price ‘ reasonably remunerative to 
the efficient producer ’ would elicit such quantities of native rubber 
as to endanger regulation.

The order of magnitude of the burden of the tax in 1934 can 
be illustrated by a few figures. From September onwards the 
rate of the tax was 16 cents per kilo, slightly under one-half the 
price o f Ja v a  standard sheet in Batavia, and about one-half of the 
Singapore price o f medium blankets, the grade into which most 
of the N.E.I. native rubber was processed. At the ruling prices 
in the most important interior markets the native producer was 
left with about 4  cents per half-kilo o f dry rubber, after bearing 
the special tax at 8 cents per half-kilo. This ratio between the 
tax and the net return was eventually to rise to the remarkable 
figure o f 20 to 1.  ̂ Tlie net return was generally below that of 
1932, the year o f the lowest rubber prices ever recorded. In 
October 1934 in important districts of Palembang it was estimated 
at 2- 2 i  cents per kilo o f wet rubber, equivalent to about \d. per 
Ib. and tapping fell o ff considerably, but it was expected diat at 
5 cents per kilo {\d. per lb.) largc-scale family tapping would be 
resumed. Local interests in Sumatra and Borneo pressed strongly 
for higher releases. Just before the October meeting of the I.R,R.G.,

‘  Throughout die operation of the sfKcial export tax, the ordinary 5 per cent, ad 
valorem revenue export duty continued to be levied on the f.o.b. value of native exports 
after payment of ihc special tax. By the ciid of 1934 this ad oalorm rate amoonied io 
between 30 and 40 per cent, of the average price in the interior, and was soon to exceed

A dctaik-d review of the operation of the special tax w ill be found in Tablw V and VI 
of Siiitiaiical Appendix II.



the Palembang Chamber o f Commerce sent a telegram to t 
Netherlands Minister for Colonies which concluded : ‘ An incr?̂  
in world price by tightening restriction is unnecessary : 
undesirable, as the natives can produce at a reasonable returc, 
half the present world price.’ Thus what appeared to the I.R.R.[ 
as an internal administrative difficulty in rhe N.E.I. was a reflecii* 
partly o f the inadequate N.E.I. native quota, but principally oft 
ver\’ different ideas on efficient production. In various guises iV 
problem returned throughout the currency o f rubber regulatiĉ i

II

W hen the I.R.R.C. reviewed the portion  early in 1935 itiR: 
found that although world absorption in 1934 at 920,000 tons hit 
been a record, stocks at the end o f the year were almost exaft.*; 
what they had been at the outset o f the scheme.^ The price b 
averaged 6|<f. per lb. during the seven restriction months and v 
just over at the end of the year. These prices were coiisido! 
inadequate and the Committee proposed to take energetic stepsi 
reduce stocks and to improve the price. In the spring o f 1935 \k 
was a temporary fall in the price to 5^d. This was thought toil 
mucli below ‘ the minimum necessar>' to .sepure a reasonable retiz 
to efficient grow ers’.® The Committee, therefore, reduccd i‘ 
rate o f release for the second quarter to 70 per cent, from tliel 
per cent, decreed in October 1934, and fixed a rate o f 65perces 
for the second half o f the year. But for the greater part of IS 
the situation both in London and in the East was dominated c 
so much by the ‘ efficient producer ’ with costs around id.~5d., 
by the N-E-I- natives who, satisfied with a price o f I d . - l^ d . ,  cas 
near to destroying rubber restriction. The history o f regulatk 
in 1935 is largely that o f discussions and o f measures to deal«  
this danger.

During the autumn o f 1934 a tree census was started in# 
native areas o f the Outer Provinces to obtain data for a sysic 
of individual assessment and restriction. This system was actual 
introduced experimentally in 1935 in a few districts which

-r . 1 stock figures from 1934 to 194] arc pvcn  in Stalistical Appcado^
iabtcs XI and X II.

- '  p. 100. The Sirm i, T m t ,  staled M the time tM '
pnre of ^0 cents in  Singapore (about 6 i, in London) should be regarded as thow# 
ratafacloiy, as it yielded a profit of about 8 cents per lb. The U .S . Trade Conimio* 
in bingapCT-c esum.ted the all-in cash costs of M alayan  rubber companies in 1 « ' 
around 11 cents ( 3 i  per lb.) delivered Singapore.



comparatively small and relatively easily accessible and controllable. 
In the principal residencies the special export tax continued to 
apply, though it showed signs o f strain. As a general yardstick 
the N.E.L authorities aimed at keeping the difference between the 
Batavia price and the special tax at the approximate level o f the 
very low Batavia prices o f 1932-33. To minimise dislocation the 
authorities wished to avoid too frequent changes, and a slight 
improvement in the margin, resulting from a small increase in 
tlie Batavia price early in 1935, was not offset by a  rise in the tax. 
From February onwards large excess exports developed in spite of 
an appreciable reduction in the net return to the natives, resulting 
at first from a fall in the price without a reduction in the rate of 
tax, and subsequently from successive increases in the tax.

By the end of June over-exports o f native rubber totalled
25.000 tons, some 40 per cent, o f the permissible exports. According 
to the twenty-second J^.E.L N ative R eport (covering the first quarter 
of 1935) the pressure to export came largely from the thousands 
of smaller holdings planted after 1925 whose productivity had 
increased with growing maturity ; these producers were said to 
have virtually no costs, and to be prepared to tap at very low 
prices. The difference between the Batavia price aad the duty 
was reduced by changes in the tax to 8 cents per half-kilo in August, 
7 cents in September, 6 cents in November and 5 cents in December. 
The Batavia price referred to the highest grade o f rubber, and 5 
cents per half-kilo (1|̂</. per lb.) f.o.b. port o f shipment was 
appreciably above the value of the bulk of native rubber exports. By 
the autumn tlie price in the interior had fallen to about 2-3  cents 
per half-kilo o f dry  rubber ; by December, it was often as low as
2 cents per kilo (\d. per lb.) in the most important districts. Yet 
there was still some tapping. The tax was then 26 cents per 
kilo, thirteen times the price in the interior. The year closed with 
native exports totalling 142,000 tons, 30,000 tons over the per­
missible amount and much in excess of the worst fears ot the 
I.R.R.G-. and o f the N.E.I. authorities.^

Further problems were raised by the very large proceeds of 
the tax. When it was introduced, ideas o f tlie annual yield did 
not exceed 10 million guilders. In 1935 the yield was 25 millions, 
and tlie authorities were uncertain how to dispose o f the money

* This was with a native quota of about 170,000 tons. The Briiiali Ck»nsul-Genrral 
in Batavia reported in  a despatch to London early in 1935 that he had been iufonttcd 
fay Uie iiigbest official authorily on native rubber tlia l the toial capacily was around
700.000 ton*, and not 350,000 as had been auiiined.



in the spai-scly populated native districts, where the civil serv̂  
had been severely rcti-enched during the depression. A  fracfe 
only o f llie proceeds was spent by tlie end o f 1935. An Amcrici 
consular report, reproduced in part in the Rubber Mews 
stated in the spring o f 1936 i ‘ Consideration is being given 
revision of the provision pertaining to use o f these funds, so tlj 
the money may eventually be used for the general good, iastt? 
of only for nadve rubbcr-producing districts.’ ^

By the spring o f 1935 it became clear that regulation v 
in serious danger. The N.E.I. authorities advised the Netherlat 
Ministry o f Colonies that unless the native quota was substantial 
raised a complete breakdowTi would be inevitable. A  request (i 
accordingly put forward to the I.R .R .C . for a large increase r 
the N.E.I. quota, to be allocated wholly to the natives. Ceyi 
and British North Borneo also submitted formal requests for qiKr̂  
increases, and all three claims were referred to a small Sij 
Committee o f the I.R .R.C . for investigation and report to t 

main Committee. Tlie I.R .R .C . had no power directly to xi 
a quota embodied in the international agreem ent; it could o; 
recommend such a  step to the signatory governments, and ifii 
was accepte^J a protocol would be signed embodying the altcraw 

The N.E.I. argument that, failing a revision of the qu« 
regulation would collapse could be simply supported by rcfera 
to the trend of exports. The return to the native produc 
was depressed to below the 1932 level by the spring of 195; 

but exports were running at a rate almost treble that of JS  
The low cost o f living, the fall in the prices o f other produc 
and the vast and increasing mature area were held responsible; 
this development, i t  was stated that the N.E.I. G o v e r n m e n t ’, 

faced with an economic impossibility in attempting to 
regulation with the existing quota. It was added that furti 
reductions in the net return to the native producers might lca<i 
open rebellion. Annual native exports o f at least 170,000-1801 
tons were required ; the N.E.I. Government estimated that tfe 
were some 600,000 rubber-growing smallholders, and an an® 
exportable minimum of 300 kilos had to be allowed for each.

The Dutch proposed an increase o f 85,000 tons in the
‘  Some eighteen months before, ihc official nineteenth N.E.I. Malive Report had ̂

• Tlie principie that the proceeds *haU Jw spent for t h e  benefit of the inhabitano ®' 
rubber-produdi^ areas «  inseparably bouRd up with this ijar licu lar system of restrf* 
A proporlioD of the proceed* is withheld from the exporter, and this is defenjibfc* 
if  the amounts t o  withheld are spent a l once for the benefit of the dirtricis from 
money is derived.' (M y italics.)



quota from 1936 onwards, all to be added to the native quota 
which would be raised to 270,000 tons for 1936. It was also 
r e q u e s t e d  that cxcess exports at the end of 1935 should be cancelled 
to enable the N.E.L Government to make a fresh start. The 
Dutch emphasised that once the N.E.I. quota was increased, the 
N.E.I. Government and the N.E.I. delegation to the I.R.R.C. 
would withdraw their opposition to higher prices ; thus not only 
would the schcme be saved, but it would be a better scheme than 
before.

The Sub-Committee declared these proposals to be unaccept­
able. A  large increase in the basic quota was sure to result in 
renewed demands for quota increases from other territories. The 
Sub-Committee might be prepared to rccommend an increase in 
the N.E.I. quota, but a sacrifice would have to be made by the 
N.E.I. estates as evidence o f good faith. Accordingly, while the 
native quota should be raised by 85,000 tons, the N.E.I. quota 
as a whole would be increased by 57,000 tons only, the balance 
to be found by transfer from the estate quota which would thereby 
be reduced by about 12 per cent. Such a gesture would impress 
the signatoiy governments with the seriousness o f die situation, 
dieir consent would be more easily obtained, and demands from 
the other territories could also be warded off.

By- raising to 270,000 tons the native share in the N.E.I. quota 
for 1936 of 500,000 tons this proposal involved a reversal of the 
rcladve shares of estates and natives. It did not please the N.E.I. 
delegates ; the personal interests of at least one member were 
considerably involved, and for economic and political reasons the 
proposal was ceitain to be highly unpopular %vith the European 
community in the N.E.I. and with important interests in Holland. 
Various counter-proposals were rejected by the Sub-Committ^, 
whose final recommendadon to the main Committee (and of the 
latter to the governments) was for an increase in the N.E.I. quota 
of 57,000 tons for 1936 and 55,000 tons for subsequent years, on 
the understanding that the estates would surrender 28,000 tons 
for the benefit o f the nadves. Tliis latter stipulation, though part 
of the Sub-Committee’s report, was not to be included {allegedly 
for unspecified political reasons) in the formal protocol, which was 
to deal only with the increase in the territorial quota. Moreover, 
it appears from the records o f the discussions between the Sub­
committee and members o f the N.E.I. delegation that tl^  latter 
were told that nobody would ask any questions if the N.E.I. Govern­
ment found it possible to control native exports without the mtemal



transfer. After much protest and a r^ m en t aU the 
govemmenta agreed to the Sub-Committee’s proposal, anT^ 
revised N.E.L quota was embodied in a protocol signed in ic|

Excess native exports had risen to 38,000 tons by NovcHi 
J935. Tlie N.E.I. (^vernm ent then purchased and canoĵ ' 
estate rights totalling 20,000  tons ; over-exports were reduced j 
about 6,000 tons in December and the remaining exc^  • 
cancelled by the Committee.* The export rights cost six 
guilders, paid from the proceeds o f the special tax. This use, 
the money was scarcely in accordance wdth the official prom»! 
to employ the funds solely in the interest o f the rubber growjfc 
districts. The natives had admittedly exceeded their permissi’? 
exports, but these were based on a totally inadequate quota, calcj 
lated on principles different from those underlymg the other 
quotas. Moreover, the difference between the Batavia price 
the special tax during 1935 ranged from about 11| cents pcrtai 
kilo o f dry rubber in Jan uary  to 5^ cents in December ; this c 
the maximum the native producer could obtain for his rubl> 
at port o f shipment, whereas the price o f the estate export ri^ 
bought by the Government with the proceeds o f the tax was ir 
cents per half-kilo.

It remains to be recorded that not one ton was ever transferrr 
from the estate to the native quota. During 1936 the N.L 
authorities succeeded in keeping native exports within ihe p: 
missible levels by raising the special tax until it reached 59 co 
per kilo, and in the interior the proportion o f the proceeds taff 
away exceeded 95 per cent. In 1937 individual restricdon r 
universally introduced and tlie control o f native exports was a* 
plificd.* The failure to transfer part o f the estate quota was nw 
raised by the Bridsh delegates, some o f whom had important estt 
mtercsts in the N.E.I.

The formal claims o f Ceylon and Bridsh NorOi Borneo ^

exMo «pom wa» not included in the protocol {tho4 
^  Sui>Camm}Uec) and w« effcctrd by resolution 

rxDorii ov,.*r ? <̂ n̂ ary to the mtfrnatio/ial agrerm«ni, which prohibited p'

to a n o ih e r 's u ^ r w ^ 'f ! '  ^ ’ a  memorandum subiniitcd in
d u ™  ’  . • l a  the co u r«  a{ 1936 the native
con&oUed There w » j  tH ^  fqu ih b rium  wa* found a t which exporu c ^ '



quota increases were examined along with the N.E.I. request. 
'Hiese claims were based partly on the discovery of additional 
areas planted after 1925 and also on alleged substantial discrep­
ancies between potential capacity and basic quotas. The claims 
of both territories were rejected, since the additional acreages were 
comparatively small and revisions o f that magnitude were general, 
while potential capacity did not enter into the calculation of 
quotas. The adverse decision aroused much protest in Ceylon, 
where a w thdraw al from the scheme was seriously proposed. The 
improvement in prices in 1936 and the promise of better quotas 
during the second period of restriction gradually appeased the 
discontent.

I l l

Although much of the Committee’s time was taken up by the 
quota revision claims, by 1935 the regulation machinery was 
gradually getting into its stride. Before fixing rates of release the 
I.R.R.G. usually examined, with the Advisory Panel o f Manu­
facturers, various estimates of prospective absorption, and con­
sidered, in the light o f the price and of the cost returns furnished 
by the producers’ associations, whether slocks should be increased 
or decreased. The guiding factor was whether the market price 
was ‘ remunerative to efficient producers and the actual level 
of stocks a secondary consideration ; or rather an unremunerative 
price was taken as evidence o f excessive stocks. There was often 
a fair measure o f agreement between the Committee and the Panel, 
but in case o f disagreement the former naturally prevailed. The 
manufactoirers had accepted the scheme, which stipulated a ‘ fair 
and equitable price reasonably remunerative to efficient producers 
(which in practicc meant estate producers), and once this was 
admitted most o f the Committee’s decisions (though by no means 
all) could be defended. The manufacturers were also hoping for 
some price stability nn<ler regulation, as a relief after the heavy 
invcntoi7  losses o f the slump years. Tlie consent of the Panel 
waa alst) more easily obtainable as its members realised that dissent 
would serve little purpose. A  feature of the discussions at the
I.R.R.C. meetings o f 193-1-35 was the frequent rcproaches adnun- 
istercd by members of the Committee to maniifacturers for holding 
large stocks, which suggested a distrust o f the Committee. The 
nianufactuTci's were advised to reduce these stocks and to rely 
on the Committee for current supplies ; such a policy was said



to be conducive to greater stability. Soon the manufacture 
would be blamed for ha^^^g rcduced their stocks, thereby crcaij 
a shortage o f supplies and being thus responsible for the runato 
market o f 1936-37.

The release for the third quarter o f 1935 had at first bĉ  
fixed at 70 per cent, and subsequently rcduced to 65 per ccpi 
while for the fourth quarter the rate was first announced as 
per cent, and subsequently reduced to 60 per cent. Substant 
inroads were made into stocks, which were reduced by 100,0{| 
tons over the year in spite o f the over-exports from the N.E" 
The market was slow to respond to the tightening o f restrictis 
and the price failed to rise to levels considered satisfactory by  ̂
Committee. During the spring and early summer it fluctuait 
around 5 y . ,  and though there was a subsequent rise, the averap 
for the year was 6d. and this was regarded as definitely unremunti 
ative to ‘ efficient producers ’.

Since the beginning of the year the Committee had receivt 
regular returns from the British and Dutch producers’ associatic! 
of the average costs o f production o f estate producers. For 19? 
the costs o f the Malayan producers as given in the returns averagt 
6-25i/. per lb. and those o f the N.E.I. producers 6*66c/. per’ 
It thus appeared paradoxical that the majority o f estate produce 
paid dividends for a year during which the average price w 
below the cost o f production. The explanation generally gi« 
was the failure o f producers to provide adequately for depreciam 
and amortisation ; dividends w êre thus supposedly being pa 
out o f capital. This explanation was received with considerali 
scepticism by manufacturing interests.

IV

A  feature o f considerable significance in the internal admi® 
tration o f regulation throughout the currency o f the scheme 
apparent by the autumn of 1934, when a biisk trade develops 
in export rights  ̂ in the msgor producing countries. There 'K' 
much unreasonable agitation against the free transfer o f  rigi* 

separately from physical rubber. The ‘ organised traffic ’ in 
and coupons and t h e  ‘ gambling in rights ’ were c o n d e m n e d  f

frnm lem>inology rights referred to estate export righu  as S s f

convement, though not ̂ txicdy



semi-moral grounds in tlie press. The responsibility for the sub­
stantia! areas out o f tapping and the resulting unemployment, 
especially in the villages, was also laid at the door o f die transfer 
of rights.

This last point, which was a recurrent theme in the newspapers 
of Malaya and Ceylon and can also be found in many official 
reports, rests on a palpable fallacy. The rural unemployment 
and the areas out o f tapping reflected the level o f output determined 
by the releases under regulation and had nothing to do with the 
traffic in rights. When coupons were issued (usually quarterly) 
the smallholders promptly sold them to dealers; having thus 
disposed o f their export rights, the rubber they produced was 
unlicensed, and was bought by the dealers to marry with their 
rights.^

The extraordinary misunderstanding about the effect o f low 
releases and high coupon prices on the area out o f tapping is well 
brought out in the official E conom ic Surv^  o f  the Colonial Empire^ 
issued in 1935 by the Colonial Office. Referring to the large 
increase in the untapped area on Malayan smallholdings between 
the end of 1934 and the end of 1935, it states : ‘ There are 
several contributory causes to this large increase (to an estimated 
38 per cent, o f the jnature area), tlic most important being the 
lugh price which can be obtained for coupons.’ In fact, the area 
out of tapping simply reflected the rate o f release wliich, at the end 
of 1935, was 60 per cent. The official quarterly A/alajan Small­
holdings R eports repeated regularly that the high coupon pricra 
were responsible for the suspension o f tapping and for the resulting 
rural unemployment. To take a series o f quotations for 1938-39 : 
‘ The practice o f selling coupons without rubber is directly respon­
sible for the majority o f untapped holdings ’ {Malayan A gricultural 
Joum a ly  August 1938). ‘ In Kedah the sale o f coupons by small­
holders is giving rise to serious unemployment ’ {M .A .J., January 
1939). ‘ In the Kuala Muda district o f Kedah 300 tappers have
been thrown out of work as a result o f widespread sales of coupons ’ 
[M .A .J., February 1939). The simple fact was that during tlie 
second half o f 1938 and the first half o f 1939 die international 
rates o f release were reduced to 45 and 50 per cent., and naturally

* The smaJJholders were, occasion.iUy and to a  minor extent, sellers of rights to estates 
wa dealers who bought uniicenscd estate rubber to match with the righU bought from 
smallholders. In M alaya , as we have seen (above, p. 98), these net sales never cxce^ed 
a few thousand tons. In Ceylon there 5s no evidence of substantial net sales of rights 
from one group to another. In the N.E.I. rights were not transferable between est-ntes 
and nnaUholders.



ihere was a sharp fall in output as producers were not allob 
to export in excess o f their permissible am ounu and the trees 
perforce to be left untapped. This consideration seems to hj' 
escaped the authorities. Yet it is hard to think o f a more obviô  
point, unless it is the fact that when one producer sells coup,- 
someone else must buy them and there can thus be no reductia 
in output on this score.

The price o f .^ h ts  would vary with the degree o f restrict!® 
with the market price o f rubber and with the supply price ofr- 
Hcensed rubber. It could be expected to settle at a level q ii 
to the difference between the market price o f rubber over 4  
period of the validity o f the rights or the period over which t 
dealers are prepared to hold them, and the supply price requini 
to draw out enough unlicensed rubber to provide the export^  
quantity over the same period.' There were usually substaniA 
fluctuations around this equilibrium price, partly because expcr 
rights and coupons were issued at the beginning o f each quan? 
while unlicensed rubber was often bought near the end. Tbt 
purchase was a highly speculative business, as dealers had' 
estimate the market price o f rubber and the short-period supp 
price o f unlicensed rubber some months forward. In the bctir 
organised markets competition was usually sufficiently keen 
deprive dealers o f monopoly profits which would have absorbf 
losses due to incorrect market forecasts. Early in 1937, for exam  ̂
the prices offered by dealers for N.E.I. native coupons turae 
out to have been too high and the dealers suffered appredalj

The price o f unlicensed rubber cannot be regarded as it 
supply price o f a given quantity o f rubber, since the reven. 
derived from the sale o f export rights is obtained by the 
for possessing an assessable rubber holding, and many sellers; 
unhcensed rubber could not have continued production solely' 
the proceeds from that rubber ; thus some Ja v a  estates regulâ ' 
sold rubber without rights, and often for as little as 4 -5  guil* 
^nts per half-kilo (about \d. per lb.) which, though it may 
been their marginal prime cost, was certainly far below the supp̂  

quantities o f estate rubber. The price o f uncoupon̂  
smallholders rubber reflects more nearly the supply price ofsv̂ '

V I "  coitpom and porf
en the long-penod supply price, where rubber cultivation *

r a m r t io n  pcnod a re  m  T a b le  V II o f S t a t i c a l  A ppendix II



not the sole or main source of the smaUliolders’ livelihood. If 
he could obtain 5 -7  cents per half-kilo for rubber while still finding 
dme to cultivate his ladang, the smallholder in Sumatra and Borneo 
vsfould continue to do so even without the additional revenue 
derived from the sale o f licences. Malayan smallholders were 
apparently prepared to produce substantial quantities o f rubber 
as long as the price was around 4-5  Straits cents per lb. up- 
country ; this had emerged from the experience o f the slump and 
was confirmed by the readiness with wlxich unlicensed rubber 
was produced with the price at or above that le v e l; there was a 
notable contraction o f supplies when the price declined below 
these values.^ It seems that the price paid for unlicensed, small­
holders’ rubber, wliile not a true long-period supply price in view 
of the income derived from the sale o f coupons, would usually 
elicit, over a prolonged period, a quantity o f rubber comparable 
to that produced under restriction. This is probably a reasonable 
guess for most of the smallholding rubber in Malaya and the N.E.I.

The operation of the special export tax provided, however, 
an unequivocal indication o f the supply price o f N.E.I. native 
rubber during 1934-36, since the proceeds of the tax were not 
returned to individual smallholders, and the net return which 
elicited .the rubber produced was a genuine supply price.

> Both in M alaya and in tlic N.E.I. ihe supply price of uniicenstd rubbCT from 
smalUioldings was oflen higher thaii from estates at limes of low releases, as the former 
could and ihc latter could not turn to ricc, coconuts or other producu._ This explains 
why M alayan smallholders were, at times, to a  small extent sellers of rights to estates. 
This is no indication of relative long*period supply prices.



THE SCHEME IN PROSPERITY AND REGESStOK 
1936-39

Th r o u g h o u t  the second h a lf o f 1935 stocks were fall 
steadily. For 1936 the I.R .R.G . planned a further stock reJi- 

tion o f at least 100,000 tons. The exportable release was fixed 
60 per cent, for the fir^t half o f the year. The price rose only sligfe 
and fluctuated around throughout the early months
the year. Absorption was rising satisfactorily and observers «t 
disappointed by the absence o f market response to the favouxi. 
and improving statistical position. ' '

There were various reasons for the hesitant attitude oft ■ 
market. The administrative difRculties in the N.E.I. were rcBett 
in repeated increases in the special tax which by Februar)'I 
reached 33 cents per kilo, and it was feared that should the giiiB ' 
be devalued the resulting rise in the guilder price o f rubber wos 
create insurmountable difficulties. Some observers also thonf 
that the ruling price was not far removed from the level aimed at; 
the Committee. This was not so ; the I.R .R .G . had conclii* ' 
that l\ d . was not satisfactory ; the cost returns indicated aveii 
costs around 6i~6Jrf., and a price o f8 J r f .-9 i  was thought necess 
to secure a reasonable return to the ‘ average efficient produce 
It will be noted that the profit alone (2 id .)  necessary for ; ' 
efficiem producers was several times the net return left to i ' 
N.E.I. natives after the payment o f the special tax. I

The policy o f stock reduction was accordingly continued. H , 
rate of release for the second h a lf o f 1936 was raised to 65 perffl 
but exports were expected to remain below absorption w h ich ' 
nsmg at an accelerated rate. By the autumn m a n u fa c tu re rs , 
anxious atout supplies; the Committee insisted that the pol ; 
01 stock reduction must continue as the price was still unremun# , 

 ̂ manufacturers began to emphasise that the price  ̂ , 
risen from 3rf. m 1933 to over 7J. i n l 9 3 6 .^  I
but rfeared Dutch devaluation occurred in SeptcB  ̂ ,
nut W .b.l. native exports were efiictively conti-olled by b<<> i

i lu t  ‘‘ t e n S ?  (P- IM ), A dv i«jry  Pfnel '
•rfficicHt producer. uncrattve ; an interesting shift of crophaW '



Steep rises in the special tax ; the early introduction of individual 
restriction was also announced. By October stocks had been 
rcduced to about 5 -5 J  months’ absorption and the Advisory Panel 
pressed for a release which would prevent their further diminution. 
At the end of October the Committee decided on a 70 per ccnt. 
release for the first half o f 1937, which on all reasonable assumptions 
was certain to result in a further reduction in stocks. The market 
realised this and also appreciated the fact that there would probably 
be a shortage o f spot rubber. The decision also revealed that the 
Committee was aiming at higher prices than those ruling. The 
prtcc rose from l\ d . to over 8|c/. within a few days.

These prices exceeded the cash costs o f reasonably managed 
estates by 100 per cent, or more, and a rubber share boom now 
developed. The commodity boom and the share boom reinforced 
each other, since profits made in one market could be re-invested 
in the other. By mid-December the price reached 9\d. and an 
acute shortage o f spot rubber emerged. Stocks at 460,000 tons 
(including stocks afloat) showed a reduction o f about 180,000 tons 
over the year and were equivalent to about months’ absorp­
tion only at the average 1936 rale, and consumption was still 
rising. Tlie demand for spot rubber was increasing with the 
rapidly developing speculation and the continued improvement 
in absorption.

At the urgent request o f the Advisory Panel the Committee met 
again in December. The Panel asked for an increase o f the release 
to at least 80 per cent, for tlie first quarter of 1937. The Committee 
considered that such a sharp increase would result in dislocation 
and raised the release to 75 per cent, only for the first quarter 
and to 80 per cent, for the second quarter. The market had feared 
higher rates. The price rose to over 1 Irf. by the end of the month ; 
it would have risen much further but for the withdrawal o f some 
of the large manufacturei's from the market.

During most o f January the price was around lOJf/.-Ili:/. with 
spot and near rubber still very scarcc, and it was clear that without 
additional supplies further increases would be inevitable when 
manufacturers re-entered the market. After some preHminai-y 
mounding the American Government addressed a formal din iarche to 
the British and Dutch Governments protesting against the excessive 
tiae in the price o f rubber and requesting the release of larger 
iupplies. The Frcnch Government was also anxious about the 
inadequate stocks, and through the Frcnch representative on the 
Committee pressed for higher exports.



The Committee met again in January, chiefly to consider lU 
requests. The American member o f the Advisory Panel asked 5 
are\dsion of the second quarter release from 80 per cent, to 90 
cent, and for the same rate for the third quarter. He also propot 
that the I.R.R.C. should advise the producing territories to ^  
sidcr internal re-distribution o f their assessments and quotas to enal̂  
under-assessed producers to export more nearly in accordance 
their potential capacity, as this would appreciably affect reaî  
available supplies at high releases.

The Committee declared that chiefly owing to seasonal 
labour difficulties an increase in the release for the second quat?̂  
would not result in larger supphes. They accordingly refused j 
raise the release for the second quarter ; for the third quartcrt 
release was fixed at 85 per cent. A  request for internal re^  
tribution o f quotas was said to be outside the competence oft* 
Committee, which was not concerned with the local administratij, 
of restriction. A t a cost o f some inconsistency, the Committee. 
prepared to recommend to the local governments that advair 
issu^ of second- and third-quarter rights should be made 
producers capable o f using them.

The Committee also agreed to the following addition to; 
usual formal communique announcing the rates o f release : ‘T: 
Committee re*afllirm their desire to maintain, at all times, a suj  ̂
of rubber adequate to consumers’ needs. They realise that fjf 
ducing territories, particularly those dependent on immipi 
labour, must necessarily take steps in advance to organise thcnisetf 
for increased production.* But as this communique coindi 
with the announcement o f a compulsoi7  tapping holiday of 28d> 
in Sarawak to keep exports from that territory within the permisa* 
limits, it was hardly surprising that the x\mericans doubted  ̂
Committee’s good faith. The price, which had declined to 
just before the meethig, rose to lOfi/. By early M arch it reack 
\\\d. The assiduously spread view that the major produ* 
territories would be found incapable o f producing 90 per cent, 
even 80 per cent, o f their quotas, together with the continued dccfc. 
in stocks and the increase in absorption, powerfully stimuli* 
speculation.

No further steps were taken until the Committee’s next mccW 
in March, at which the Advisory' Panel again pressed for 1^ 
supplies. In particular they asked for an increase in the scco» 
quarter release and repeated the request for internal re-diJ= 
bution o f the territorial quotas. These proposals were rejcf"



The third quarter release was, however, raised from 85 per cent, 
to 90 per cent, and this rate was also fixed for the fourth quarter. 
The price o f rubber rose again as soon as it became known ^ a t  the 
second-quarter release was not to be raised. There were further 
increases during the last days o f March, until \s. IJt/. was reached, 
the highest price since 1927 when the Stevenson scheme was still 
in operation.^ A  reaction then developed and the price fell to 
about b ., declining further to lOrf. in May and 9d. in Ju n e ; it 
remained around that level during most o f the summer. An 
important factor in the market reaction was the realisation that 
the producing territories as a whole could easily produce the 
exportable releases. It ako appeared that manufacturers would 
not be forced to make large purchases at an early date. Labour 
troubles in America and some weakness in other commodity markets 
were contributory factors. After April large supplies, especially 
from the native producers in the N.E.I., relieved the shortage of 
spot rubber.

There was much criticism, especially in Amenca, o f the 
Committee’s decisions between October 1936 and March 1937. 
The Committee was particularly criticised for not having raised 
the rate o f release more rapidly, and for not arranging for the 
issue o f rights to under-assessed producers, chiefly smallholders. 
Members o f the Committee replied to this criticism with various 
counter-arguments. The chief contention was that higher releases 
than the 75 per cent, and 80 per cent, actually fbced for the first 
two quarters o f 1937 would not have brought out more rubber, 
first, because February-April were the seasonally low produdng 
months in the principal rubber-growing territories, and secondly 
because time was needed to recruit and train additional labour for 
the greatly increased production. Rapid increases in the rate of 
release would, it was claimed, have led to a scramble for labour and 
to unrest among workers, so that less rubber would have^been 
produced. As one delegate said at tlie meeting of the Committee 
in Januaiy 1937 : ‘ No measure, however drastic, would mcrease 
the flow of rubber from the trees. I f die Committee decided to 
raise the rate o f release for this quarter (January-M arch 1937} or

> The dosing wecka of the commodity \yoom were accompanied by s t « p  i n c « ^  
in rubber share values svhich lost all connection ^ x h  e a r n in g  po%«r. The 2s. s h a ^  
of one rubber company wliich had paid no ordinar>' dividend ance 1926 ro «  to 2^ 
The estate of that company was on completely odiausled soil yielding u n d «  2OT 1^ 
per acre, and no ordinary dividend could be expected except after a 
of a price of 2s. W. per lb. By 1939 die ordinary shares had fallen to 2d. wid by im u 
•o Irf.; ihe company b  now in liquidation.



the next, a very probable result ^vould be that less rubber would-, 
produced, since the higher rate o f release would lead to co m p e l 
for labour, higher wagas, and probably less work on the plantatic- 

They should not attempt to do sometliing which in ^  
they believed to be impossible.’ ' In other words, output v, 
unrestricted at a rate o f release o f 75 per cent*

This argument is not easy to accept. There is a simple 
o f unrestricted output : the price o f export rights falls to ztft' 
So long as these have a market value some producers must payf 
the right to produce, which they would not do i f  their exportat' 
allowance represented actual capacity ; nor would dealers bid [ 
coupons unless the price o f unlicensed rubber was below the marb- 
price for exportable i-ubber. During the first three months of i^j 
the value o f export rights, so far from being nil, was about on t-^  
o f the market price o f rubber in Malaya, the N.E.I. and Ceyk> 
The Sarawak tapping holiday in February, which was followed I 
another in April, provides an even simpler refutal o f the riew tb 
output was at capacity level. The Committee’s argument ife. 
implied that during the wintering months no producer could exce. 
75 or 80 per cent, o f his average monthly output. This again 
difficult to justify ; although the seasonal fall in estate producw 
in Malaya and Sumatra was usually to about 80 per cent, ofii 
average monthly output, this was an average figure, and coii, 
always have been exceeded by many producers. Moreover, 
Java  output is seasonally high during thefe months. Nor can 
suggestion be accepted that higher releases-would have failed i 
increase supplies through disorganisation o f the locai labour markft 
The contention clearly did not apply to smallholdings. Accordis 
to the Malayan press many estates there could have produced ea<2

* I.R.R.C- Aiimitu, p . 1244.
* There might have been a  sounder case against a  rap id  and steep increaJt of* 

rate of prpduciion of which not much was heard. The authorities in M alaya, 0 ^  
and Sumatra would notliave welcomed a  substanlial inllux of immigrant labour top" 
a purely temporary demand for larger supplies, as a  subsequent reduction in rd«» 
would have necessitated the repatriation of the recent immigrants their maintentf 
at public expense. But as a  release of 85 per cent, had already been fixed for thcii® 
quarter when a  request to raise the first or second quarter releases was rejcct«<5( W 
contidcrations did not apply to the conditions of early  1937,

* a .  SuiisUcal Appendix 11, Table V II. Both in M alaya  and in the N.E.I. 
holders’ coupons in the early part of 1937 were worth w ell over o n e - h a l f  o f  the pn«- 
rubber. O nem em bcroflheN .E.l.delegationarguedat ihe I.R .R .C . meeting in 
1937 that an additional issue ofrighftto  the native producers would result in less ta[^ 
nnce the natives would seU the coupons, and the additional cash would redu«< 
incentue to tap. In fact, the additional issue Would have resulted in a  fall in the F** 
of coupons relatively to unlicensed rubber, which would have stimulated tap? 
Tliia waa amply borne out in 1941.



in excess o f a 75 per cent, release early in 1937. In Java the estates 
had access to very large labour reserves in their immediate vicinity.

Nor is it easy to det'end the refusal of the Committee to propose 
internal re-distribulion of the quotas, or a special issue of rights 
to under-assessed producer, on ihc grounds that these matters 
were outside its competence. The Committee was concerned with 
supplies o f rubber, and at high releases these were influenced 
by the internal distribution of quotas. I f  a country’s basic quota 
is not greatly below its potential output at ruling prices and the 
quota is fairly distributed, a 90 per cent, or 100 per cent, release will 
generally elicit supplies o f rubber equal to 90 per cent, or 100 per 
cent, o f the quota. I f one-half o f the producers are under-assessed 
and the other half over-assessed, less rubber will be supplied, as 
the deficiency o f exports from the over-assessed dais will not be 
made up fuUy by the under-assessed group. Even if  rights are 
freely transferable their price will increase the prime costs of the 
buyers, who will not therefore expand output as much as they would 
have done without this additional item in their costs. Moreover, 
producers who are under-assessed for considerable periods usually 
adjust their equipment to tlieir assessment and would be unable 
to collect at short notice the rubber they could otherwise have 
produced.

It is difficult to resist the conclusion that the suggestion' for an 
internal redistribution of the territorial quotas was rejected so 
flatly because o f its awkward implications for the estates. Had 
the proposal been accepted, the under-assessment o f the smallholders 
would have had to be discussed and its correction would have meant 
the loss to estates o f valuable assessments. In the N.E.I. there was 
also the delicate question o f the breach of the undertaking to 
transfer 28,000 tons from the estate to the native quota (diseased 
above, pp. 117 -18 ), wliich was sure to come to light in any general 
review of the internal distribution o f the basic quotas.

Two further factors contributed to the generally hesitaut attitude 
of the Committee. First, there were doubts about the extent and 
the duration of the improvement in absorption ; possible reper­
cussions o f the American labour troubles were frequently cited as 
an adverse factor. The early fears proved largely unfounded and 
absorption during the latter montlis o f 1936 and the first half o f 
J937 exceeded expectations ; when at last the doubts were set 
aside and a 90 per cent, release was fixgd for tlie secondhalf o f 1937, 
the rapid American recession set in. Secondly, some members of 
the Committee were not altogether displeased with a period of



hiehly profitable prices with an attendant opportunity of raisij 
additional capital for the estates. This was regarded as a pa  ̂
compensation for the lean years oi the slump.

WTrile the Committee may be blamed for the inadequacy otii 
measures with which it met the boom, the responsibihty for 4 
active sdmulation o f the speculative wave rested with the mtcrest 
parties in M indng Lane. From October 1936 some of the a. 
influential firms o f rubber brokers and dealers strenuously exeni 
themselves to stimulate speculation, without much regard tod 
truthfulness o f the reports circulated by them. A  rise m prit 
to much higher levels was forecast, and this was often coupled m 
the suggestion that the substantially higher levels would be st« 
permanent ; here was a golden opportumty o f getting nch qmcB 
The arguments in support o f this thesis were chiefly along two 
three lines. According to one line o f argument the Gomrait 
had shown by its decision in October 1936 that it was prepared 
see substantially higher prices than had previously been regari 
as its target. Nor would the manufacturers really object since, 
the words o f one o f the market reports : ‘ there is no reason » 
manufacturers who are well stocked should object to higher pri( 
especially as by concerted action they can also advance the pi 
of manufactured products. A  period o f quiet appreciation wo 
not harm anyone.’

More effective and insidious were the suggestions, wl 
eventually swelled to a unanimous chorus, that the basic qui 
of tlie chief producing territories greatly exceeded their capj 
and that enough rubber could not be provided to meet the I 
rates o f release. Thus a shortage o f rubber was unavoida 
whatever measures might be taken by the Committee, 
occasions this argument was slightly qualified by referring to la' 
as a special shortage which might eventually be overcome, 
only at higher prices. One representative extract must sui 
taken from a report issued in Jan uary 1937 by a highly respe 
Mincing Lane firm : ‘ W e cannot help remembering that v 
the price fell to 2d. and 3rf. native production was at its hig‘ 
and the quesrion now arises, a s  to whether the native will cod' 

to produce heavily when he is able to obtain a considerably 1̂ 
profit on every lb. he produces. It will be possible to gauge 
factor only after a prolonged period . . . but we feel that ' 

1 A s nativ e production w a i in  fact a t  its  low est, i t  s h o iJd  n o t h av e  been di®



will be a tendency to curtail production and we understand that 
the excessive tapping during the slump period has in many cases 
tncant considerable deterioration throughout the native areas.’

This, extract merits some thought. The decline in native 
ru b b e r  production during the slump was well known. The most 
easily accessible sources (such as the R.G A . Bulletin) revealed that 
native production had fallen sharply during the slump, and that 
in 1932 in both the N.E.I. and M alaya it was substantially below 
the level o f 1929 ; that the N.E.I. native output o f 61,000 tons 
in 1932 was a fraction o f the officially estimated capacity (this was 
explicitly stated in the fourteenth N.E.I. N ative Report which was 
reprinted in the R.G.A. B u lleiin ) ; that native output had responded 
rapidly to the better prices o f 1933 and early 1934 ; that by the 
spring of 1934 N.E.I. native rubber exports had reached an annual

■ rate of 300,000 tons ; that production of Malayan smallholders’ 
rubber had also reached record levels at the time with an output 
per mature acre about one-third above that of estate rubber ; that 

1 the 1937 quotas o f the M alayan and N.E.I. smallholders were 
below their rate o f production during the early months of 1934 ; 
and that owing to a substantial measure o f restriction since 1934 

i;- large areas had been rested.
A perusal o f the market reports o f leading rubber brokers and 

I dealers makes it only too clear how remote from realit>- is the 
argument that the participants in organised produce markets are 

i: necessarily engaged in anticfpating long-term trends o f price and
in correcting deviations froqi this trend. The actual working of 

ci the market machinery was well summarised in a Fax Eastern Survey 
1̂ of the Institute o f Pacific Relations issued in September 1937 : 
i  ‘ The reduction of short-term price fluctuations lessens the possi-
0 bility of speculative gain, and it is even contended by dealers that 
r; too Steady a pricc would drive them out o f business. It is therefore 
be not surprising that any possible surmise, rumour or doubt, is 

seized upon and played to the utmost.’ This is restrained language.

?h  II

Before the 90 per cent, release for the second h a lf of 1937 
had been in force for a full quarter there were signs o f a serious 
deterioration in economic conditions in America, The release 
which had been fixed in March was, however, not reduced. In 
several producing territories export rights for the last quarter had 

^ already been issued at 90 per cent., and a reduction could not have



\

been made effecrivc. It was also hoped that the American rccisi  ̂
might last for only a few weeks or montlis.

World exports at 1,166,000 tons in 1937 were a record.' Dun; 
the year tliere was some increase in stocb, which rose from al, 
465,000 tons at the beginning to over 530,000 tons at the end ofi 
year. Almost one-half o f the increase consisted o f an increase j 
stocks afloat, the volume of which depends on the rate of expa 
which were much higher at the end of 1937 than at the end 
1936. Absorption at 1,095,000 tons was also a record, thoi, 
U.S. absorption at 54-3,000 tons was below the 1936 level of 575,J 
tons. The increase in stocks (including the rise in stocks afloi 
equalled only slightly more than three weeks’ absorption at i 
1937 rate. The total was equal to 5J months’ absorption at i 
average 1937 rate, but while at tlie end o f 1936 the price stood 
lU , ,  with stocks at 5 J  months’ absorption at the 1936 rate, ati 
end of 1937 it was 7 i  with stocks at 5| months’ absorption.* T 

market was discounting conditions in 1938 and had undergont 
change of sentiment for the worse.

The wide fluctuations in the American demand were ag; 
manifest in 1937-38. This is shown by the table on page 13’

In the late summer o f 1937 the motor industry forecast U 
automobile production for 1938 at 5^ million units or m ore; ! 
figure was given by the American representative on the Advis 
Panel o f Manufacturers. By M ay 1938 successive revisions 1 
reduced this to I f  millions. The actual total was just iia 
2^ milhon units against 4,800,000 units in 1937. Absorption 
rubber early in 1938 fell below tire 1932 level. These devd 
ments naturally played havoc with all estimates o f consumpti 
In Ju ly  1937 the Rubber Manufacturers’ Association of Amo 
estimated American absorption for the last quarter o f 1937
145,000 tons while it turned out to be 102,000 tons. In Noveir 
1937 the estimate o f American absorption for the first half of i 
was 291,000 tons against an actual figure o f 182,000 tons.

 ̂Exports at or near the rate of 90 per cent, were forthcoming from ail the 
prrxiucing countries, The M alayan estates found it difficult to produce at tha 
and had to draw on stock-s. To this extent the partial reajsessmcnt of 1937 did 
wffic* to offset the ovcr-aaiessmcDt of the estate*.

* If absorption at tlie December rtlte is taiKn as a  basis of calculation instead c 
average nionthly rate for the year, a  different picture emerges. Stocks at the «
1936 were only 5 0 tim ei ihe December absorption, while for December 1937 tbt 
raponding figure was 7-5. On the other hand, at ^hc end of 1938 stocks 
equivalent of 5-3 times the December 1938 ab»rp tion  and \i\c price stood « 
CencraUy siKaking ihs advantage of ezprciung stocks in terras o f December absW 
over using the average rate for the year is not substantial.
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T a b l e  I

Ahsorblion o f  Rubber and Indtx o f  Automobile P roduction in the U.S.A.^
^ 1937-38

(Seasonally  corrected figures)

Jan .
Feb.
M ar.
Apr.
M ay
Ju n e
JxiJy
Aug.
Sept.
Oct.
Nov.
Dcc.

i- II ' in->o A. ' !ndex  o f  automobile ,o jc  ^A bsorption o f  rubber \ 193S a s p e r  ,
{thousand tons) U enl. o f  1937 {1923-25 =  100)

1937

46-8
53-3
49-8
50-2
51-1
52-3 
4 7 4  
43-0 
46-6 
38-5 
34-3 
30-1

1938

28-5
25-9
2 9 ’6
28-6
30-2
32-6
36-9
41-7
42-4 
42-3 
49-1 
4 9 2

60-9
48-6
59-4
570
5 91
6 21
77-9
97-0
92'0

1099
1431
1635

1937

120
120
121
130
135
130
129
157
135
142
92
78

1938

65
62
54.
54
49
46
43
+5
46
84
96
99

54-2 
51-7 
44-6 
41-5 
36-3 
35‘4 
^33 
28-7 
34-1
55-2 

104-3 
126-9

The automobile production index is frotn the »/
lion fieurcs have been corrected fcr seasonal vanations arcordmg to a  new index prepared 
i  my*?^uest by M r. W . G. G. Kellett of the London R u b ^ r Secreiar^t, ~  ifae figures 

be allogether satisfactory.at my request oy ivir. vv. yj-
of the Department of Commerce do not appear

forecast for the full year was 565,000 tons ; the final figure turned 
out to be 437,000 tons,  ̂ though meanvvliile it had been estimated
as low as 350,000 tons.  ̂ u o j

In September 1937 the price began to dechne trom the ytf. 
level and the fall soon gathered speed. In November 6}ii. was 
touched and the year closed with the pnce at I d . Ihe m a^  
cause of the reaction was the change of sentiment occasioned 
largely by the American recession ; the ability o f the produang 
countries to export 90 per cent, was a contnbuto^ factor. The 
release for the fu-st quarter o f 1938 was fixed m December 19M. 
A reduction from 90 per cent, to 70 per cent was then announced 
much the greatest single change so far. It was M o w d  '’V 
reduction to 60 per cent, for the second quarter o f 1938. l o  
mitigate the inevitable difficulties which were sure to ™
producing territories, stocks which producer were permitted to hold 
were raised from 20 per cent, o f their exports over the preceding

■ The fall in world ateorption »o m  1937 .0 193B w a, 162,0 »  ton, (f™ " ^  'JOO 
ton. to 933,000 ton.), of whieh the U .S.A. accountrf to. T ^ ‘ X .  S e
«^ta.lar rije in U.e dem uid for rubber oufide the U.SJV. no longer .ufT.eed to otlset me 
cffecB of the induatrial depr«aion.



twelve months to onc-qiiartcr of their standard produclioi) 
The market was not satisfied ™th these severe cuts The p a  
drifted downwards and there were several sharp breaks m one, 
which (in March) the London spot price fell by 15 per cent, in,,; 
day and by 25 per cent, (from I d . to 5i<i.) withui twelve dnii 
some positions had fallen by 20 per cent, withm three days. TO 
demoralisation of the market seemed unfounded since it was virtuilj 
certain that the Committee would succeed m raising the pncti 
substantially higher levels. j   ̂ ■

The Committee decided on drastic measures and reduced«  
rate o f release to 45 per cent, for tJie third quarter. Some memW 
of the Committee mshed for a reduction to 40 per cent., but 4 
N E I and Sarawak delegations asked for 50 per cent., emphasii( 
the administrative difficulties in tlie East and the lia r ih ip s  inffia, 
on smallholders by this very rapid and steep reducnon m the u 
of release. Forty-five per cent, waa the maximutn release wbk 
the majority' was prepared to concede ; it was to be repeated I 
tJic last quarter.

In the East this rapid reduction in exportable amounts prov 
troublesome. Throughout the producing territories large art 
were thrown out o f tapping, both on estates and on smallholdin 
The high coupon prices were again erroneously blamed for i 
failure o f the smallholders to lap their trees and for the r«ult) 
rural unemployment, and demands were unsuccessfully put forw 
for a proliibiiion o f the transfer of coupons. ® The price of unlicen 
rubber fell sharply ; at times such rubber unsaleable and 
price o f export rights represented almost the entire market vj 
In Jav a  unlicensed estate rubber fell to 3 -4  guilder cents pern 
kilo ; export rights were worth over 20 cents.

Acute administrative difficulties arose in Ceylon, where, on 
authority o f the Minister o f Agriculture, the Rubber Contn 
had issued rights in excess o f the permissible amount during 
fii’st three quarters o f 1938 in order to soften the effccts o f the sc 
cuts on the economic life o f the country. It was hoped that 
vei7  low releases would be raised before the end o f 1938. 
expectation did not materialise, and by September rights equi 
the permissible amount for the whole year had been issued, 
failure to issue any rights at all for the last quarter would

‘ This provision was indudcd in the renewed international a^eem cnt of l93fl, 
was anticipated by the CJommiitee to enable estate producers to lim it dismissals ol

* These demauds did not go t o  far in rubber as they did in tin , where a  scheme I'i



disorganised the economic life of sevcraj districts. Smallholders and 
the smaller estates would have been placed in a very difficult 
position and mass dismissals o f labour would have been inevitable.

authorities decided to issue additional export rights equal to 
about 9 per cent, o f standard assessments. This over-issue fore­
shadowed excess exports o f over 5 per cent. The Ceylon Govern­
ment hoped that the excess would be cancelled by the Committee 
on the analogy o f the N.E.I. over-exports at the end of 1935. In 
the Committee’s opinion, however, there was no analogy, as the 
cancellation of the N.E.I. excess exports had been part o f the 
increase in the N.E.I. quota. After much discussion the Committee 
ruled that the excess could not be cancelled, but Ceylon was 
permitted to liquidate the surplus gradually over the next period of 
regulation. Meanwliile the Government, on learning that the

• excess exports would not be cancelled, had resorted to drastic 
measures. Producers and dealers were invited to surrender 1938 
rights in exchange for 1939 credits, and a bill was rushed through 
the State Council empowering tlie Rubber Controller to force 
producers and dealers to exchange their present for future export
rights. These powers had to be used as voluntary exchanges were few.

It would appear that the Committee paid insufficient attention 
to some of the consequences o f its policy and extended Uttle sympathy 
to the administrators who had to carry it out and still less to those 
who, like the smallholders or the under-employed labourers, bore 
the brunt o f the severe cuts. A  less severe reduction m the rate 

, of release might have somewhat retarded the rate of recovery m 
the price but it would have eased the local situation. Several ot
the British members insisted that the Committee had full powers,
without any limit set by administrative problems in the East ; it  
said that consideration of these difficulties would have transferred 

; effective decision from the Committee to the Eastern go%^rnmente.
, Somewhat unexpectedly, the strongest advocate of a reduction m 

the rate o f release to 40 per cent, was an official representative, who 
, argued from his experience in tin regulation that the local admims-
IV trations were wont to exaggerate their problems ; though he ha 

been told by the government of ihe territory he represented on the 
%  International Tin Committee that 60 per cent, was the mimmum 
‘ ■ feasible rate which could be operated, in fact a 33 per cent, release 
' was successfully maintained for two years. He did not enlarge on 

the cost o f such measures. 
i  By the end of 1938 absorption was increasing, and

look was somewhat brighter. As the price was still considered



unremunerative l i e  release for the first quarter o f 1939 was taî  
only to 50 per cent. The Advisory Panel asked for a higher rdea 
but was overridden. There were also renewed arguments overij 
rcsponsibihty for the low level o f prices and stocks. Once 
die Committee rebuked manufacturers for having reduced tbj 
stocks, insisting at the same time that further reductions vn 
neccssary.' The Committee was greaUy dissatisfied with the pri, 
which averaged just under l i d .  during 1938 and was around t 
during the closing months o f the year. In conjuncdon with lo 
releases (averaging 55 per cent, for the year) these prices did n 
spell prosperit)', but they were not so bad as was stated at the li» 
The prosperity o f 1937 had led to a revision in the Committo 
original ideL , and 9d. was now regarded as the minimum pii 
yielding a reasonable return to the 80 -90  per cent, o f the esu 
producere generously admitted into the circle o f efficient product 

The first eight months o f 1939 were marked by a continuo 
reduction in stocks to very low levels by the summer. The Advk 
Panel unsuccessfully pressed for higher releases. The rate was fo 
at 50 per cent, for the first half o f the year and at 55 per ce 
(subsequently raised to 60 per cent.) for the third quarter. 1 
low level o f stocks was admitted, but the Committee argued 1 
price consideradons pointed to the need for still further reduct 
as a price around Sd. was still unremunerative. A t the Febni 
meeting of the Committee one o f the members stated that 
Committee was concerned only with the level o f stocks and 
with the price, but that the sufficiency o f the stocks had to be in 
preled according to prevailing price, which indicated the need 
further stock reduction. By that time stocks at 4 J  mon 
absorpdon were appreciably below the level which released 
boom of 1936-37. They were also below the level (5 mon 
absorption) which had been assumed as a  safe minimum fo); 
smooth functioning o f the machinery o f production, shipment 
absorption. The decisions o f the Committee during this pe 
finally disposed o f the fiction that the Committee was guided bj 
level of stocks and not by the price.® The American membi 
the Panel emphasised the rapidly extending field o f absorptio 
latex form, especially aa sponge rubber in upholstery. He tho

* Cf. Hisutry a j  Rubber Rsgulatum^ pp. 108-10.
■ The unaatisfactory level of past prices seems also to have weighed wil 

Comraiuec ; ‘ Having regard to the Tact Uiat the average price throughout tlie 1 
ofregulalion from M jy , 1934,to the end of 1938 was only H il. per lb , (1 5 i U.S. 
per lb.), it was natural that the Committee should adopt a  more cautious release p 
H iitay o f  Ttubber R tgulaiion, p. 116.



(hat a substantial rise in the price would prejudice the successful 
development of this now field of absorption, which was one o f the 
few in wliich the cost o f the raw material represented the largest 
item in the total cost of manufacturing. This argument seems to 
have influenced the Committee in raising, the release for the third 
q u a r t e r ,  though not sulBciently to prevent a further substantial
reduction in stocks.'

Since the beginning o f 1939 discussions had been under way 
between the British and American authorities for a barter exchange 
of cotton and rubber ; the British Government was to acquire a 
strategic reserve stock of cotton, and the U.S. Government was to 
receive rubber for the same purpose. The rubber involved 
amounted to some 85,000 tons, to be held as a revolving resen-e 
stock for at least seven years, except in the event of a major national 
emergency, when it could be used.

The Committee disliked the barter proposals for various reasons 
; the most important o f which was the belief that the transactions 
; would adversely affect the price o f rubber, as speculators would be 
r  discouraged by a large stock in American hands, while the BnUsh 
^  Government was likely to object to a rise m price, which would 
k inflict losses on the Ministry of Supply. As the governments had 

resolved on the plan the Committee had to yield, and on some 
pressure by the British Government and assurances that the stock 

4; would be firmly held by the U.S. Government, the release vva.
4  raised to 70 per cent, for the last quarter, a few days before the

Trading c”  me to a standstill a day or two before * e  outbreak 
iA of hostilities and in a few markets rubber became unsaleable. he 
7  declaration o f war was foUowed by a sharp rise m p n e«  m 1 Singapore spot rubber jumped from 29 cents to 40 c“ ts per Ib 

within two trading days. The price of rubbei, as a 
I  commodities, was depressed by the threat o f war, while its outbreak 

raised it immediately.

'* ■. W i t h . . o * o " :

»#■ z  S t  i r  r  k wii. be p™

^  and higher pric=. W te .  were h g h  »  ^
•l.li.lica l p„.lUo.. would be cm p to scd  i wben ‘|“ V The .d u a l
reminded that stausiics were the worst possible guide p, j- gpeculatora.
decision wa* almost always bullishly interpreted for the benefit of spec



a d m i n i s t r a t i v e  c h a n g e s  a n d  t h e  RENEWai' 
OF THE SCHEME

ONCE regulation was established there were no imporu 
administrative changes in the major producing territa 

until 1937. In that year some important measures were taker 
M alaya to expedite the flow o f rubber and to ensure that tht 
per cent, release o f the second half o f the year should be met. 
the recommendation o f the I.R.R.G., the Controller of Rul 
announced early in 1937 that estates able to produce in exca 
their permissible exports during the first and second quat 
could apply for an advance issue o f rights which would be deb 
against their credits in subsequent quarters. Conversely, e 
export lights were allowed to be carried forward from the 
to the second and from the second to the third quarter; 
concession was granted only to producers who had no ready nil  

to sell and w h o  had made ftona j id e  efforts to produce their 
exportable amounts. Advantage was taken o f these vai 
facilities on only a very limited scalc.

For administrative reasons the anticipation o f rights was 
fined to estates. The smallholders would undoubtedly have t 
advantage o f such a provision, partly because they never he 
to anticipate future income, but also since apparently mar 
them felt that the rubber prices ruling during the spring of 
were near the peak and that a decline was to be expected. Ao 
ing to a report o f the Department o f Agriculture : ‘ One i 
reported o f the high prices is that smallholders are in coc 
fear of a major drop in the market and for that reason arc taj 
heavily and selling their rubber wet, to benefit as much as po 
now.’ ̂  This sound view may have been due to the illiteracy < 
smallholders which prevented them from reading market rc 

It will be recalled that estate assessments were based o: 
average annual production during the basic years (192 
together v n th  scale allowances (limited to 500 lb. per aci 
seedling rubber) for rubber untapped during these years, < 
properties from which no production figures were availab

‘  M a y  1 9 3 7 , re fe rr in g  lo  F e b ru a ry .
138
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tliat period. AXtcr the 90 per cent, release for the second half of 
the year was announced, the Malayan e.state assessment authorities 
fassessment committees) concluded that without substantial changes 
in tlie method of assessment the Malayan estates would be imable 
to produce their permissible exports,'

The most important decision reached was the need to raise 
the assessments o f estates able to exceed them.* The assessment 
committees proposed that they should be given power ‘ to increase 
assessments where this was obviously justifiable in particular, to 
disregard basic years and scale allowances ‘ where current pro­
duction clearly shows that the present assessment is incorrect’ .® 
These powers were granted, and estates capable of producing in 

; excess of their assessments were advised to submit production 
figures and claim increased assessments. These were to be based

■ largely on crop figures from Ju ly  1937 onwards ; where output 
figures were available for part of the year only, the annual total 
could be based on the best two months for which figures were 
available. Allowances for rested areas were also at a generous 

' rate. On the other hand, estates which were selling rights were 
warned that their assessments might be cut unless they could 

! give suitable reasons for these sales. These new rules were intend^  
to bring assessments into line with potential production. The 
system again obviously and ine^^tably lienefited chiefly estates 
with detailed records o f production and producers able to present 

A their case plausibly. The Asiatic-owned estates could take httle 
iK advantage o f the change.

Producers who did not wish to be re-assessed could continue 
on the old system, and as long as they did not sell rights they were 

|& not troubled. Estates with young, untapped, budded rubber, whicn 
J  was almost invariably over-assessed (in every sense) under the
V generous scale allowances, could leave these areas untappe an 

‘ or U.= rcvmons introduced in 1937 and d«u«ed in the next few p»r,wraph, 
rcmainwl in forcc until tlic Japanese war. , .

?  ■Tl.e«were«fertedl„ i  n „ < le r .a »e .^ e d e .t . .e , .  te rm  » n  t e  . n ^
',1 en fe ly  different It m ay mean eitlrer >l.»t the
)fl e .p .m , „f ,he pvodneer, or th « . it repre.e„>, le »  than fa,r share
p* definite and recogni«.ble principle) of the terrilonal quota - ^ e
r  only if * e  territorial quota equal, the normal potennal product vity ^
” : rro'm 1937 onwards „„der-».e^m ent in M alayan parlance muaUy 
N  meat below potential capacity. There w a. some ju .t.flcalw n for 

»  the M alayan basic ^ t a  w a. not very far .-emoved from the 
I eapadty of the country and the assessment of most estates fully equal to lh e »  potential 

1* • output » '
It i > R./«rl for 1937 of the Controller of Rubber, M alaya. By ' incorrect «.

meant ‘ below potential rap ac ity ’ .



ADMINISTRATIVE CHANGES AND THE RENEWAL 
OF THE SCHEME

ONCE regulation was established there were no impom 
administrative changes in the major producing terrilon 

until 1937. In that year some important measures were taleuj 
Malaya to expedite the flow of rubber and to ensure that tliel 
per cent, release o f the second half o f the year should be met. 0 
the recommendation of the I.R.R.C., the Controller of Rnbli 
announced early in 1937 that estates able to produce in excesi 
their permissible exports during the first and second qua* 
could apply for an advance issue o f rights which would be clebiti 
against their credits in subsequent quarters. Conversely, 
export rights were allowed to be carried forward from the ti
to the second and from the second to the third quarter ; it
concession was granted only to producers who had no ready rubk 
to sell and who had made b em  fid e  efforts to producc their & 
^portable amounts. Advantage was taken of these varin
tacihties on only a very hmited scale.

For administrative reasons the anticipation of rights was ca 
tined to estates. The smallholders would undoubtedly have ute 
advantage of such a provision, partly because thev never hesiU 

L r r ' l f f i '  “1” ° apparentlv many.
werTn ^  * e  spring of 191

to a r  n' n"‘ " b?expected. Acco.
rerorted of V, I  department o f Agriculture : ‘ One r «  
fe a ro fa m a i ' h smallholders are in consta

seedling rubber) for rubber untapped dnrine
properties from which no prodnc^^ 1

■ M .y  1937, referring F .b ™ ,,,.
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' e r io d . After the 90 per cent, release for the second half of
■ was announced, the Malayan estate assessment authorities

committees) concluded that without substantial changes 
•^1 e method of assessment the Malayan estates would be unable 

' '^plluc<: their permissible exports.'
The most important decision reached was the need to raise 

ihe a s s e s sm e n ts  of estates able to exceed them.* The assessment 
‘ m m fflittees  proposed that they should b e  given power ‘ to increase 

A m en ts  where this was obviously justifiable in particular, to 
disregard basic years and scale allowances ‘ where current pro- 
doction clearly shows that the present assessment is incorrect 
These powers were granted, and estates capable of producing in 
acess of their assessments were advised to submit producdon 
Srares and claim increased assessments. These were to be based 

\ largely on crop figures from Ju ly  1937 onwards ; where output 
'  Emres were available for part o f the year only, the annual total 

ffiuld be based on the best two months for which figures were 
' ivailable. Allowances for rested areas were also at a generous 
; rate. On the other hand, estates which were selling rights were 

waned that their assessments might be cut unless they could 
give suitable reasons for these sales. These new rules were intended
10 bring assessments into line with potential production. The

I iystcm again obviously and inevitably benefited chiefly estates
I with detailed records o f production and producers able to present 
' ikir case plausibly. The Asiatic-owned estates could take little 

advantage of the change.
Producers who did not wish to be re-assessed could continue 

\ on the old s '̂stem, and as long as they did not sell rights they were 
not troubled. Estates with young, untapped, budded rubber which 
"as almost invanably over-assessed (in every sense) under the

■ f gcneroiis scalc allowances, could leave these areas untapped and
'  M »t of the revisions introduced in 1937 and discmjed in ill.- n « t  fo . paragmpiu 

•: wnaijied in forcc until the Japanese war. ^  Jn two
1 ‘ These were referred to as under-assesseti e^tatw. Tins trrni t-an De uot

,• diffcrenl senses. It m ay mean cither (ha. aisessmenl is be ow
of the producer, or that it rep.esen,> le.^ than his fair sha.-e 

; and recognisable principle) of the tcmtoriiil quota,
.; ifthc territorial quota equals the xiornuil potential productivity ® '

1937 onwards undcr-aSm ncnc in Malavan parlance usually referred to
■ • below potcnual capacity. There w u  some justification for this lo<«-

:  Malayan basic quota was not sxry far removed from tne
\  the covmtrj- and the assessment of most estates fully equal to their potenual

r ^ P ori for 1937 of the Controaer of Rubber. M alaya. By ‘ incorrect is
bdow potential c ap ac ity ’ .

k .



* e  same aUowances a . before, for although a, 
continue to <1™* th ^ measure o f discretio,
assessment committees g aUowances. Onn
they “  a p p S “ o . the produeer sold rights, h.
such young rubber wa ff  bv Riving plausible reason
a ^ n ie n t  could be could gener^^
for his failure to 3„M rights heavily during ,1,
avoid a reducUon. Pro assessments;

1 1  e d d e  w h e L V th e  cash proceeds of tt.

i t c “ m Jt*"agaiu st the concentration o f output on 

lowest cost estates. . /.hanc-p were estate producen

A h e r  after allowing for the few reductions m assessment

a n d ^ d l  internal cuts which affected all producers, mclud..
smallholders, became frequent.

By far the most important discrepancy bet\vcen asscssmc 
and productive capacity was not affected ; there was no r d s 
bution of the quota between estates and smallholding, nor 
assessment of smallholdings. The solitary representative of 
smallholders on the General Advisory Committee raised this mat 
in 1937, requesting that the smallholdmgs shouW “
assessed. He was sharply rebuked by the Controller o f RubI 
who stated that a general re-inspection o f smallholding ' 
administratively impossible. The Controller also denied that 
smallholdings were under-assessed : admittedly their |
maximum assessment was 500 lb. per acre (in practice 480 II 
but the lower limit was some 250 lb. for smallholdings, while ni. 
estates were assessed at less. He added that the average asscssm 
per acre of the smallholdings was almost the same as that of cst. 
which, in his opinion, was evidence that they were fairly trea 

These are remarkable arguments. First, the relevant o  
parison was not between assessments per acre but per m tu r e  
According to an official letter from the Controller o f Rubbc 
the I.R.R.C., the average assessments per planted acre o f est



in 1936 were 396 lb. and 384 lb. respectively,
^  j^gurea were 422 lb. and 399 lb.' Morc-

pcf „f the five years liefore regulation had revealed
^ ^ > ' r b T S a  1  norrnal output per aere o f smallholding, 

Wgher than that o f seedHng estate. Again, the 
^  appreciably g^^  ̂ „-assqssment was to enable producers to 
p,cr.il , capacity ; yet the assessments of smaUholdings

ij^Bt up to the P ^  found by the smallholding
^ , ^ t e  ou o f lme to 889 lb. and averaged 477 lb.« It
ajuiry, the upkeep of smallholdings and the

®r mnping had improved since then. .W sm en ts  on an 
^dard of t“PP'“S . • L  jjids per acre at the general range
jpprosmatc cap ^  , y  have increased tlie share of

l E b " ? ' .  * " ■ ' » “  “  ■“

f i v r i S . - 2 :
tossed in M alaya m the spnng in the

“ r t s " ™  T ; r S t t i e ^  r L " : f

tot our eyes to the obvious fact ferential treatmem
miiya, the European-owned budded trees are

 ̂ in the matter o f assessment, particnlariy assessment
amcemcd and that the Asiatic is «s tric  e the highest

4 ^ 5 0 0  lb., regardless o f the possib.lj^^
«■ ^ding ti-ees in the country. This . another
»  Kmess of the entire control machmei7 . „f the former

kadcr was published which withdrew the a r ^  smallholders
ittide, pointing out that the v showed that they
ws about the same as tliat o f the estates, previous
«re generously treated ; the leader •''“ <̂'1
wide did not mean what it said, but mean so ’ article
rtat this was did not appear. A  few months later a tmra

ii iC h  7,  Table
'  ̂  figura dlffe, !jighUy but not per TnalM'

^  Tbeprefercntialtreaunentof estates revealed by a  comp
u dear from both sets of figures. , the fmdiogs of

I W  tfae writer in M alaya  in  1946 sugR« yje'lding cat»cttyof small-
r K  may have appreciably uD drr-«un .at« l the >.el<u g
ate! cf- p. 341. below.

I ‘Viroti, Ttnm, 23rd April 1937.



restated the argument of the first, thus by implication withdraw, 
the witlidrawal. The argument was the same as that of the 8,, 
but was more cautiously worded.

I
II 1

In the N.E.I. the control o f native rubber exports contin 
to be the dominant problem of the administration of rub 
regulation, even after the increase in tlie N.E.I. c^uota in ig 
The export tax was increased steadily throughout 1936 from 
cents per kilo in January to 37 cents by September. The rise 
the guilder price following the Dutch devaluation in Septeml 
necessitated steep increases in the special tax which was raised .1 
47 cents on 30th September and to 51 cents on 3rd Octobcrjl 
In October the special tax, at an average rate o f 50-8 cents pa 
kilo, was equal to four-fifths o f the Singapore price o f mediimf 
blankets and was over twenty times the price o f rubber in i2 
interior.® Further increases were, however, required, chiefly H 
countcract the rise in the world price which began to gather spt ' 
in November. In December the rate reached 59 cents per ki 
which was about six times the starting level in 1934 and fo 
fifths of the current Singapore price o f medium blankets. 1 
lor the early mtroduction of individual restriction which was 
come on 1st Janiiar>’ 1937, the control o f native rubber would ha’ 
iaced another crisis. The basic price (the difference between li 
Batavia pnce and the rate of the special tax) ranged during 191. 
frorn 5| cents to 8 i  cents per half-kilo (about l j« ’.-2f/. per lb.); 
in the mtenor the price was some 4 cents less. A t these pries 
the nauves suU exported some 150,000 tons o f dry rubber.

o r o l ™ ? ”® two-and-athalf veaa,
of operation. These large sums proved too strong a temptatia

suspended bctw«n*Scptcmber^^H'rj ^  higher rates of duly on dn- rubber «  
immcdately on announcemt^nt t i ,- higliM- rates bccamc effccin*
large quantitiw would prompijy hav l necessity as otiver^vise vti!
'fhe abolition of the time lag inRictcd hcT" P "*
were paid compensation in t proccKors of wet rubber
the ̂ special export tax, ' gh-and-rcady way, apparently from ihc prticecd! ^

majority of nearly in accordance with
intenof to Singapore and for tbc nroc^ i Cf«t of native rubber Ironi
to the average net return would on orra.i Smgai)ore, the ratio uf ilie
of tax men above 6.000 per cent i a T I f  «x ty  to one, and the ciB
«>imaied here. a .  ihe^o ies 2,100 per cent, ron^r^'otiv*

l a b i«  \ and VI of Statistical Appnulix II.



die N.E.l. authorities^ and part o f the funds was diverted to 
era! expenditure. The Government defended this policy on 

^grounds that the smallholders produced at such low cost that 
L  the 1934-36 returns were profitable, while other sections of 

, E.I. economy, notably the rubber estates, were facing great 
This argument was not only a breach of the spedfic 

flsdertakii’g given in 1934, but it also disregarded the contributions 
natives to the general revenue through the payment of 

other taxes and dues.
The system of individual restriction introduced in January 1937 

was based on a tree count carried out during 1934-36. The results 
of this tree census also greatly influenced the size of the quotas 

; and the distribution o f planting rights during the second period 
i of rcguladon. The field work o f the census was entrusted very 
Wgely to unemplo)'ed European planters, each o f whom had 

to ten native tellers under him. The trees were counted by 
j the tellers whose work was checked by the planters ; die plandng 
I density of each holding was also esdmated. ConU-ary to general
• bdkf, the area was not surveyed, and the pubUshed figures of 

[he planted acrcagc w'ere calculated by dividing the number of 
I trees on each holding by the esdmated density and aggregating 

the results. The count was confined to trees designated by the 
iatives on their own, and no attempts were made to detect any 
asvccahnent. The trees were grouped according to several classifi- 
jcations; they were divided into tapped, tappable but untapped, 
Jfld immature trees ; into six different density classes, ranging 
from 500 trees per hectare (202 trees per acre) to over 1,300 trees 
per hectare (526 trees per acrc) ; and into good, moderate, in* 
j^^rent, bad and neglected trees, or rather gardens. ‘ Neglected ’ 
rderred to areas which could be rendered productive after being 
deancd up ; holdings so neglected as to be incapable of being 
Iŝ 'iught back into tapping were omitted altogctlier. A series of 
tapping tests was also carricd out to correlate planting density 

output per tree and per suifacc unit.
A total o f 582,365,735 [We] trees was found ; the planted area 

*^niade to total 1,683,328 acres 2 owned by 788,437 proprietors ;

^  official spokesman, addressing iKc B a ta ta  Volksraatl in 1936, argued that tlic 
^ p ro d u ce rs  had no coate, and ih a i the price, even after the payment of the heavy 

was remunerative to them. He added tlia t the world pric;c, which was 
umes higher than the net return left to the natives, hardly enabled the estates '  WfWVe.

^^Hectares and kilograms have been convened into acres and lb. lor ihe sake of 
and in order to siinplify a  necessarily tedious account.



the over-all average size o f the gardens was therefore 2-12 acrj, 
and ranged from an average of M  acres in South and East Bon̂  
to an average o f 6-9 acres in the Riouw archipelago ; 81 peras 
of the trees were on holdings with less than 1,000 trees each whk 
seenis a surprisingly low figure. The relation between pUniis 
density and output as ascertained by the tapping tests is reprodu« 
in the following table.

T a b l e  I

Results o f  Tapping Tests carried  out during the Last Quarter o f  J936 
the J^aiive D istricts o f  the Outer P rovin ces o f  the X.E.I.

Density group

Trees per acre : 
U nder 202 . 
202-282 . .
283-363 . .
364-444 . .
445-526 . .
Over 527 .

Average 
no. o f  
trees

162
243
324
405
m
567

’ No. o f  
1 tappabU 
i trees 
I p e r  a cre

157
233
308
380
455
521

A oerage 
produclUm  
p e r  a cre  

p e r  lapp ing  
day 
{lb.)

2 9 7
3-39 
3 8 2  
4 2 4
4-58 
4-75

C alntlated  
anm/al output 

p e r  a cre 
assum ing IGO 
ta pp in g days

476
542
611
678
732
759

Aarof:

output fi 
Uippa)k

‘A) ;

302
2'}}
1-98
1-79 I
1-63
146

It wiU be noted that though the yield per tree falls wilh dea= 
plantings the yield per surface unit rises— a point verv frcqucni 
overlooked by European planters. The number o f tapping in  
m a year assumed in converting daily production into araili 
output was almost certainly too low, being based on Europa 
estate tondards ; smallholders generally tap over 200 dajii 
tw'^iow annual yield figures are thus very probaU

The general average density over the whole o f the native a«
n  J  r  1  cal™lated average output 545 S
i r .  P "  “f  * e  to ttl area could i
2 , T L  P "  « - 3  per cent. medW
L r ’ln d  “ Skcted ; thus, medioS
S  « e a  %  78 per cent.
o lnd l i d s  \  paradoxical. The tapping
* r L r a t c  vielH ”  expectations and L  aW
maintained that four-fifth,‘‘of rt”*“ 3 of the area was indifferent or woff



iradox was heightened when figures were published showing 
^rmatcd average yields per acre in the different residencies. 

iS *  were calculated by applying tlie average >ield per tree of 
k'taoping average planting density in.each residency

mmited from the returns o f the tree count. These calculated 
lOTged from +32 lb. per acre for Acheen,-to 637 lb. for 

?Smbi with the over-all average of 545 lb. The average calcu- 
S  vi’eld in Bengkalis was 555 lb., with 98 per cent, of the area 

£fferent poor or neglected ; for Tapanoeli the figures were 
®|b a n t i  98 per ce n t.; for Djambi 637 lb. and 81 per cent. On 
L  hand, in Benkulen the calculated -̂ield was only 480 lb. 
ihough 93 per « n t .  o f the area was classed as good or fairly good ; 

the better the area the lower the ^ield 
This much-publicised census was obviously o f httle value ; it 

5 nay have served as an approximate basis of the relative number 
of a m  owned by individual natives—on the assumption that the 
Jesrce of concealment was the same throughout the native area— 
md thus furnished adequate data for indi^dual assessments, which 
ra t  only shares in a fixed quota. The tapping tests were also 
of some interest, but these were not an integral part of the tree 
mnt. .<̂ positive disservice was. however, rendered by the 

: tothorities in pubUshing the number o f trees and of hectares to 
ihc last digit, since this suggested to outside obsei-vers that a pains- 

: ttking survey had been taken whereas actually only a casual 
md approximate estimate was made. Little publicity was given
10 the fact that the published acreage figure was purely a calcu- 

i Utcd result which was moreover subsequently found to be qmte
5 inatcurate. ,

Lastly, the opinion that four-fifths o f the area was found to be 
I iKiifferem or worse was most misleading. The N.E.l. authonns 

■fcmselves reahsed the worthlessness of the planters’ «ews on the 
conditions o f the native holdings ; the N.E.l. represenutive on 

i flic Renewal Sub-Committee of the I.R.R.C. made this qmte 
i fUii, in an official memorandum : ‘ The brigade leaded (tlie
I planters) . . . were instructed to classify the prdens according to 
; general aspect. A  ceitain amount o f subjective judgment was
i intv'itable ; it must also be borne in mind that these inspectors 
\ 'K n  all former European planters who judged by estate standards, 
i Department o f Economic Affairs reaUsed that there was no
\  “ nncction between these classifications and the productive capaci^ 
/  gardens. This was fuUy corroborated by the test
■ showed no correlation between the yield per tree and the



classification of the gardens. In fact the gardens overgrown 
bk h ir, after some clearing showed liigh productive capacity 
It may well be asked -what was the point o f publishing the r ii  
of the classification, or indeed o f undertaking it.

In London atid Amsterdam, however, the published results 
the tree count ehcited a crop of dero_gatory comments on 
rubber. One of these is o f particular interest. In June 1937{! 
results of the census were reviewed in the F inan cia l Times k 
former Malayan estate manager with many years’ planting i 
perience in tlie East, who was regarded as an authority on pianti 
topics and who contributed frequently to the financial press-ai 
to periodicals in the East. T he,author declared that from il 
data and the classification o f the planted area it emerged cleaii 
that the smallholders were greatly oy«--assessed. Only 4-3 a 
cent, o f the area had been classed as good ; this could be assune 
to yield 400 lb. per acre, while fairly good native rubber fthe no 
17-7 per ccnt.) might yield 300 lb., the mediocre class’ 250 iS 
poor rubber 200 lb. and neglected areas 100 lb. per acre. TU 
figures, applied to the respective acreages, give apotential of 162,211 
tons (note the half ton), against the quota o f 247,697 tons, 
over-assessment of 86,480j tons. The writer considered li 
assumed yields as generous. ‘ I doubt i f  any practical pknl  ̂
basmg his esdmate on the census classification and his cxpcneM 
of native holdings, would give him liigher figures o f prodnclii
■ . . i  shall be ver). much surprised indeed i f  the native succed 
m producing anything like the number o f tons he has been awardd
• . . mth a stand all over o f nearly 300 trees per acre, it is qiil 
out of the question to expect yields of anything approaching i 
hlTfo h'*™ understood by the European planter, .'U
has found out by experience that 80 fully matured trees arc all ti* 
nativT I'vT  “ onomically.’ Thus the best 4 per ceni, i

unawarT^W
a r o u n d  4 8 0  l b ° t o ? 9 9 q  h ™  “  M a l a y a  h a d  ben

e n t l y  n o t  h e a r d  o f  '*  “  > 9 3 3  ; h e  h a d  app.»
of tlie smalUioldings enquiry which found u

M inutes o f  tl

on  the I.R .R.C., gave a n in tS J w ^ ^  fv. f l e a d e r  oflhc N.E.I. deJ<gaH« 
tandiiion of Uie native holdSL, TeUgraof in which Jie dealt wsj

lo have no adverse effe« on the h tld in !! piaiitii.g
Iwt the general health of the trees -inH girtii were somewhat retnrd̂
thoJight that soil condition* on stnallholHirf o*" ̂ ark renewal were not impaired. ^ 
w «  less iaten*ive. ""aJlholdjngs were better tljan on eatates.and Oiat fapp«
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erage yieW of 477 lb. and individual yields up to 889 lb. ; nor 
fd  he appreciate the elementary fact that yield per acre is higher 
^ih 300 trees than with 80 trees, even though the yield per tree

■  ̂ writer claimed to speak with special authority on this 
 ̂MTlicular subject, since he had not only spent years in ihe East,
': kl had, under the S tevenson schem e, inspecUd and assessed  scores o f  sm all- 

w Here is a striking example of the outlook of the
jncn who inspected or assessed Malayan smallholdings under two 
t̂atriction schemes.
' When N.E.I. native exports forged ahead of the permissible 

r ^ount the author published a second article in the Financial TiJnes, 
i attributing the excess largely to over-tapping. In April 1938 he 
I Koduced yet another article, this time in The P lanter, criticising 
Mhe increased quota proposed for the N.E.I. under the renewed 
i scheme, the terms o f which had been published. He referred again 
 ̂ to the tree census and to the high planting density of native rubber.
J ' How such closely planted stuff can ever hope to qualify for an award 
! even approaching that o f “ standard” , is a problem which no 
’ planter would attempt to solve. He is well satisfied with about 
I 80 mature trees to the acre. . . .  200 lb. per acre would be a
 ̂ liberal <atimate for such closely planted stuff . . The author 
! siso look it upon himself to comment on the violent monthly 
j^uctuations in native exports ; the output ‘ drops suddenly coin- 
I cident with the refusal o f the ill-treated trees to aid and abet dieir 

owners In actual fact, the sharp fluctuations of native exports 
teBectcd the seasonal activities o f rice planting and har\'esting, the 
Mohammedan festivals and, above all, the exhaustion of the coupon 
iaue.

When the N.E.I. native producers appreciated that failure to 
tKcive assessments deprived them of valuable coupons instead of 
Cueing their taxes, additional claims began to pour in. By the 

r̂ing of 1937 it was known that very large areas had been omitted ;
I « is now known that the estimated acreage was only about one-half 
; of the true figure.
j The assessments o f individual producers were based on the 
1. Bumber of standard trees o f each owner, in the computation of 
I J^ch number a mature tapped tree counted as a unit, a mature
‘ “t untapped tree as one-quarter (except in South and East Borneo

the fraction was one-tenth), whUe immature trees were 
ucled. Various so-called ‘ correctives ’ w'ere applied to the 

number of trees according to the average planting density and



condition of each lidding. In certain districts further coeffici 
were applied ; in particular, the larger producers were scaled 
to enable ail owners to obtain a share in the insufficient qum 
Application of the various coefficients to the trees gave the 
of standard trees, the quota o f each residency being divid, 
among producers proportionately to the standard trees oP eat 
The share o f each residency in the total native quota was its 
fixed first in proportion to its average exports over 1933- 35 ̂
some correction and subsequent revision in favour of residenci 
particularly dependent on rubber.

For 1937 the average standard assessment was about 330 f 
per acre (approximately 350-360 Ib. per mature acrc) ; ag ilj 
was based on die area calculated from the tree count, which was* 
fact about one-half o f the actual area, the actual average assessnw 
was only about one-half o f these figures. The inadequacy of the* 
assessments is particularly striking when set against the yicli 
calculated from the tapping tests. The fractional assessments grantd 
to ‘ tappable but untapped trees ’ at only one-quarter or one-tenii 
of the assessment o f tapped trees was in notable contrast to (k 
treatment of the estates, whose untapped mature areas could claa 
^ale allowances or even higher assessments on tapping resuia 
lh ( ^  very low assessments were the inevitable result o f the whofli 
OAi ^ 1̂  ̂aggregate native quota wliich for 1937 amounted to onli 

> ong tons. There was still much conjeclurp at the tiffl 
about Uie potenual supply o f N.E.I. native rubber, but info.™i 
opinion generally placed it at between 400,000 and 700,000 Ion 
e l  1? London prices betwea
u n r i .r - 1 ;  f ' J v c n  slightly tk
takine to producers by implementing (he undei-

^he to - “ve quou
The nafivf* comparatively straightforward
wMch weTe '" T  perm its’ (coupon̂
Harvest oerm îr  ̂ T  licences at ports o f shipment
{with insitmifin transferable within cach residency, btt
markets in couponTd^^'T” 'j" “' residencies. Organia^
e==P0tt rights S e d  ah «  iwtiit
c o ^  „ t i n  half-l'ilo- As in Mala)*
smallholders p ro d u c in o *1- ^  'eceivfd, tl«
duction of individual restnVf"*'̂ '* rubber subsequently. The intro 
brought great prosperity to thl-™
were. Cash incomes in the '  " • ’ “ '’ ‘^"-‘‘ssesscd though the)

comes in the principal rubber-growing districts weB



h n at any time since the Stevenson boom. Tiic sudden 
liighcr tna under-issue o f coupons, caused a
pro5pcri7> exports during the first few months o f 1937, but 

M soon corrected, and by M ay the smallholders were already 
H of their permissible exports. By September the excess waj 

I St 20 000 tons, but this could be only a temporary phenomenon 
^ Cith individual restriction the system of control was firmly

'**'*ta*unusual and unexpected development was that large 
: „^,itics of native rubber began to be shipped between districts 
: L j jd  of being sent direct to Singapore or to comummg 
' countries The reason for this development was soon discovered, 
f He supply price o f the exportable amount o f rubber varied greatly 
: bciwecn residencies ; generally it was lowest in those areas where 

the quota was least adequate, or where the natives were most 
'dependent on rubber. Had coupons been freely transferable 

bctw’cen residencies they would have moved to these under-assessed 
 ̂ axeas where coupon prices were highest. As rights were not 

transferable, the rubber moved to the coupons, and districts 
the price of unlicensed rubber was lowest shipped rubber to distr>:

. where the price was higher. This development seized lo_ 
that the shares o f the various residencies in the native quota div:. y   ̂
widely from their potential capacities and was partly respor.i- -- 
fora redistribulion o f the quota after Ju ly  1937 which rfxiuc?’-  
inicr-district shipments without eliminadng them alK>getiicr.

The authorities were in two minds about the de?!rabiUi\ -----
trade. In the words o f the M .E.I. N a im  R eport covering the it-.- >- 
half of 1939, ‘ The inter-residency transport exercises a 
Ic'dling effect on the prices for uncouponed rubber and K r : . - . -
ia the various districts, and may also prevent the formr..;. . 
by cxportei-s.’ Powers were ne\'crtheless token U’ '
s^pments ‘ . . i f  it appeared that tin- trad«- niavU-
of price differences between districts, as lhi> vnv'o’..; . ;-•
Finciplc that each native district inii.si piVHhur ‘ '

This principle could hitrdly l»‘ '
1 ^ough the largc-scalc abandi^nineni o f ruh lvi 
; districts would have had a <li:il<K ;iiit(}' liU v ^
s change was improbable. Inter-di&iii* I hl'll'i'unt'- ; ••
; 9̂38 between a number o f lesidnuirs, with .uKhtU'» -



III

The continuation o f regulation after 1938 had been envb 
by governments and by estate producers since the inception 2  
schcme. According to article 3 o f the 1934 agreement, the I R ((i 
had to submit, by the end of March 1938, a definite recommi 
tion to the signatory governments for a renewal (with or wi 
modifications) or abandonment o f regulation at the end of ic 
From 1935 onward the R.G.A. spokesmen repeatedly insisted) 
the need to continue restriction after 1938, while Professor VaJ 
Gelderen, tlie leader of the N .EJ. delegation on the I.R.R.C sd 
in a press interview in Ju ly 1937 that he regarded regulation! 
essential for the welfare o f the industry. i

In March 1937 the I.R.R.C. remitted to a small Angio-Duii' 
sub-committee the task o f investigating the question of rene»ji 
and of submittmg specific proposals. The discussions proved iwi 
prolonged than had been expected, the sctdcment o f the qnoJ 
prcsentmg the principal difBcuIty. These were tentatively fixedS 

basis (the average 1929-32 exports) aj 
addmg itamature allowances for areas planted after 1924 Tkl 
immature allowances were calculated on the same lines as on ti 
earlier occasion ; 1925-27 plantings were again assumed to 
m a ^  appreciable contributions to tlie output o f 1929-32 '

“ "'P'lt.ition was retained fully for ik 
«lculation of the Malayan quota only. The others were essential.

a L w a n « l r ? K  h
instaneeT tr repeatedly (three times in som
appear to ha Y various demands. Siam, Sarawak and Ceylol 
most comoared quotas were increisol
together ^ 1 1 , 1 ^  “ the basis o f 1929-32 expoit
these territories "'“'“re allowances. The bargaining position » 
to renew the sche'"'** l^'S^r countries were anxioin
qnoS was “ t  r  Though the Ceyto
between the other^L^c n ?  ’"‘'''•equate, the rali«
from what would have b e e r t r "
outputs at the • i" ratios between the unrestricloi

■ F o ,i
1 9 3 2  „ b l » r o n l »

™  fullv by  ̂ an area pla.ucd in I®
under the international scalc ■ 400 rubber w aj entitled to 500 lb. P“

ba,i,. „  u , . ,  W  ™ e  tu r n e d  to have been indnded i .  *
lUO lb. p e r  acre as immature allowancf.



The inadequacy o f the N.E.I. quota was regarded as inevitable, 
attempt to do justice to the N.E.I. natives would have neces- 
a quota so large as to be pohticaily unacceptable to the 

°h r  g o v e r n m e n t s .  Once this was admitted, the size o f  the N.E.I.
° ta became dependent on the outcome of prolonged bargaining. 
Thost of figures, claims and estimates was debated by the renewal 

h-committce. A n N.E.I. official with special knowledge of 
*tive rubber estimated during these discussions that with a London 

. N.E.I. smallholders would export half-a-million tons,
n i !  was thought to be rather high, but there were severiS estimates 

' around 400,000 tons! The resuks o f the tapping tests at various 
planting densities applied to the native acreage as computed from 
jie results of the tree count suggested a normal productive capacity 
of at least 380,000 tons. Several other possible methods o f calcu- 
ktion were considered and their merits argued at length. In actual 

 ̂ lact there were no acreage figures to serve as a basis for discussion 
! since it was evident that the tree count had been altogether incom- 
: pletc. Reliable acreage figures were available of the N.E.I. estate 

(jca; on the basis o f 1929-32 exports and immature aUowances 
method, the estates would have been entitled to about 340,000 tons 
in 1939. .

■ Agreement was eventually reached. In the words of the mmutes 
: oflhe decisive meeting : ‘ After a discussion which lasted two hours 
i  and covered eveiy aspect o f the N.E.I. basic quota, it was agreed 
I that the following quotas should be recommended for the N.E.I.
[ during the currency o f the renewed agreement for the division of 
[ which, as between estates and natives, the N.E.I. Government alone 
J was responsible :
i 1939 1940 1941 1942 1943
; 631,500 6 4 0 ,00 0  64 5 ,50 0  650,000 651,000

I  The basis o f the calculation was not disclosed : ' Usmg all data
I available and making what the sub-committee beheved fair 
! inferences from known facts, the sub-committee are of opinion, 
; * r  most careful consideration, that the quotas proposed are fair 
: »! between all the conttacting Governments.’ ^
[ Although it was explicitiy stated that the internal division ol the 
: N'E.I. quota was a domestic concern, the actual division was shown 
 ̂ ^oughout 1939-41 in the S ta tistica l B u lletin  o f the I.R.R.C^^ and 
k estate and native exports were given separately. In 1939 the N.t-.l. 

«tate quota was 317,962 tons and tliat of the native producers

* Aftnuiw o f  the I.R.R.C. Renewal Sub-CommilKt, pp. 230 and 251.



313,538 tons. The estates m ain ta ined  a  slight lead 
throughout, ju st as M a laya  was allowed to reta in  a  very'*^ 
margin over the N.E.I. in  total quotas ; these arrangem ents sui^margin over me in lo ia i quuti±s intaje arrangementssugJ 
that political and prestige considerations p layed  a  p art in  the ncgS 
tions in London and in the in ternal d ivision o f the N.E.I nnj* 
in the East. ' ‘

After some unsuccessful last-m inute attem pts by several tcrritotii 
to secure higher quotas, the following tonnages were proposHli, 
the renewal sub-committee, accepted by the T .R .R .C ., and jiij 
mitted to d ie signatory governm ents a ll o f which agreed to thaj 
The quotas are shown in T ab le II .

T a b l e  II

Basic Qj^otas under the R enew ed R egu la tion  A greem ent, 1030^  

(Tons)

j ~  1939 

..............................! 632.000

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . i
..............................! 106,000

......................................... 17,500
B u r m a ..............................  j 3 ^qq
British Norili Borneo . ' 210 0 0

. . . . . . . . . . . . . . . . . . . . . . . . . . j  4 3 . 0 0 0
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . i  54,500

1940

642.500 
64-0,000
107.500

17.750
13.750 
21,000
43.750 
55,300

1941

648.000 
645;500
109.000

17.750 •
13.750
21.000 
44,000 
55,700

1942

651.000
650.000 
109,500

17.750
13.750 
21,000 
-14,000 
56,000

1943

631,501 
651,OM 
110,1X1 
17,7S 
13,/S 
21,1X0 
44,C« 
60,0«

■ ■ ' l .S ig .OOO 1^41,550 : i , 554 ,700 !_,563,000 !,569,(Xll
The

uncontr Indo-China under which licr exporis were 
aintained, and her free exports raised from 30,000 to 60,000 ua

higl'er than those o f the first peri«

h rg e f  sTpu’r  “

in tL ™  of quota., were chanj.

changes in theVast by only a few admhjistralin
revised assessments to r X T t t ” ® “ “ ‘"“ ''y maintained will 
re-assessment. though 193 t , ” :  2™ '" ' T>.ere was no gc„e« 
? period, gradually supnlant^ri I f  P™'"''''
immature allowances a? l! ■ . * 9 2 9 - 3 2  outputs a«
produccKi who wished tn h , '* °  assessment o f those esta« 
The quota changes did of proved capacity'

call for an y  genera l re-assessment,



I broadly reflected the higher allowances resulting from young 
I r e a c h i n g  or nearing full maturity. Quota mcreases beyond
j ™ jjditional tonnages represented by the growing maturity of 
i rubber were absorbed in higher assessments or in reduced

”*T'*Makya the maximum scale allowance for untapped budded
■ Ijter was reduced from 1,200 lb. to 1,050 lb. as the experience of 

had made it clear that the former figure was far too high.
F ti 1 050 lb. (still granted to some 130 clones, many of which 
m  rccognised failures) was excessive, especially as since 1937 

nroducers could receive higher allowances if their claims were 
L L fie d  by tapping results. From 1939 onwards five-year-old 
F untapped buddings with an average girth o f 16 inches at 36 inches I  from the union o f the scion and stock also received a scale allowance 
' of 200 lb. This was a sheer gift to the fortunate owners, as such 
' rabbet is' never tapped in estate practice.

The theoretical ceiling o f Malayan smaUholders assessments 
' was raised to 625 lb. per acre. According to the 1938 Anmal 

M  of the Controller o f Rubber the conditions of smallholdings 
KcVc very unsatisfactory, and very few holdings were e.xpected to 
qualify for the higher assessments.^ No attempt was made in 
Malaya (or in any other major producing territory) to bring small­
holders’ assessments more nearly into line witli productive capacity. 
Assessment on the basis o f proved capacity was apphed to estates
only. . , ••

J The appreciably higher quota of the N.E.I. natives made i 
f possible to give less inadequate individual assessments than belore. 
\ The realisation that very large areas had been omitted from the
I- tec count convinced the authorities o f the need for a proper survey,
; and this was begun in 1939.
[ ‘ The Gomtoller made no allempt to reconcile his yiera
;■ ««llholdmB> enquiry or the fmcUng! of tlie survey which had J
r a Smwaii. Hij remarfa were aluo in notable contrast mlh some P™** ^

*ial M ^an SmclVmldinss Riport covering o>„,ed by
•nooahcrd, however, that a great mimber of holdings, especially 
W».,„ and Chinese, are in excellent condiuon, while the presence ^
* * " 1  on occasioni, on many other holdings, i j  probably more of an advantage 

a» it protects the soil from cruiion,' S I A .J ;  November 193B.



RUBBER REGULATION  D U RIN G  TH E WAR, 

I

A r t i c l e  4 of the in ternational agreem ent entiUed any sit. 
tor>- government to disregard its obligations under the scht, 

(except the control of new p lan ting) i f  it  considered that naliom 
securit)' was endangered. On the outbreak of w ar, the British m 
French Governments were thus entitled to w ithdraw  No sid 
step was taken. For the first y ea r of the w a r it was undoubtti 
wise to continue the scheme. Its term ination would have b« 
followed by a  slump in the price of rubber w ith various undesintt 
consequences, such as pressure on wages, a fa ll in  Govcmmt. 
revem es and a considerable reduction in  the do llar proceed! o

On the reopening of some of the tem porarily  closed rubl,
r b o t - 'fh 'A  “  the price o f rubber rose substanliall

taNew Ynfk i  P "  “>• “  “ 'd 22"«
and i L r  A ^ e rc p a n c y  soon developed between the NewY«i

to th T o th e ^ f  r  o f '‘h ipp ing  rubber from »
r f  r939 *he New V  “ P“ " y  P“  ‘b * e  au.™

u m r v t t ' c h ^ ^ ’^ s r ; ;

they w S  e T u d ' r , ^ *  f  i"
of consumption and faefore^h '939 n«

ju st over t\vo mn tu > u declina
sen fd  about foe  T o n t '  "P"
in relation to British abso? considered solel)

• ‘ 
before in the r^ tT of'rdeaL '*” ' ! !  interest tlia
amhoriUes, notablv ih .  A/t- ■ ava ilab le  supplies ; the BriliiJ 
though somewhat fitful also showed increased
in London pressed for a Septem ber the U .S . Embass}
release, stressmg the political the fourth-quart»
market, quite apart from .1,  ̂ dangers ol a runaway
rubber in America. The AH of a definite shortage of

^  Adviso^ Panel also asked for a consider-



in c re ase  in supplies, and a similar course was favoured^ though 
what intermittently, by the Ministry of Supply. At first the 

*°^^^ttee greatly resented this increased interest, and several 
bers threatened to resign if the Committee were to be subject 

’ ""mtsidc pressure. After much argument the release for the last 
i ° raised to 75 per cent., which was to have resulted in
' Imc increase in stocks.
i Estimates o f absoi-ption a few months ahead became even more
■ t^tdous than in peace-time. The military needs were certain to 

tevcry great; on the other hand, Germany with her sateUites and 
i „u„„ests would be deprived of supplies, while European neutrals 
' would be rationed. More important still,, civilian motoring
- Siroughout Europe was certain to be drastically curtailed, and as 
1 dvilian cars were counted by the million, while tanks, planes and 
:) ^litary lorries only in Iheir thousands (according to the ideas of 

1939), the net result might have been a decline in absorption. 
There were also other secondary factors at work, though these 

, did n o t  directly influence the Committee. Rubber was an important 
' source of exdhangc to the British e.xchange control which would 
' have been adversely affccted by a fall in price ; on the other hand 

the Ministry of Supply would have benefited from lower prices. 
Another consideration was the anxiety to avoid a speculative wave 
culminating in a runaway market, an ever-present possibility both 
in London and New York. The London price was graduaUy 
creeping up to the New York quotation, reaching almost Ij. per 
lb. in December, and there were signs that a speculative movement 

I *as developing. Administrative difficulties in the East had also to 
t be weighed, though sometimes these were used as pretext rather 
I than as basis o f decisions. A  temporary increase in the rate ol 
; itkase followed by a sharp reduction would have been particularly 
i unwelcome to the local governments, especially in the territories 
I which relied on immigrant labour and on imported rice.

The low level o f stocks both in the U.S. and in the U.K. wiu^
: kowcver, the overriding feature during the last few months ot 
I md the early part o f 1940. Absorption, especially in the IJ.s., 

»as running much ahead of expectations, and stocks were lalling 
I jMlcad of rising. The Americans pressed for a retro-active increase 
t ® the fourth-quarter release, or alternatively an advance issue o 
: '940 export rights ; both these proposals were rejected as impiactic-
S A third suggestion was for a cancellation o f excess exports,

"  at least for a deferment o f their reduction. Substantial ovci- 
“ Pons had been carried forward from 1938, were further increased



CH APTE R II

RUBBER REGULATION DURING THE WAR,

Ar t i c l e  4  o f Ihe international agreement entitled any sin 
tory government to disregard its obligations under the seta 

(except the control of new planting) if  it considered that natiof 
security was endangered. On the outbreak o f war, the British 
French Governments were thus entitled to withdraw. No sn 
step was taken. For tlie first year o f the w ar it was undoubtd 
wise to continue the scheme. Its termination would have b« 
followed by a slump in the price o f rubber with various undewl 
consequences, such as pressure on wages, a fall in Govemmc 
m S r * ^  “ considerable reduction in the dollar proceeds

On the reopening of some o f the temporarily closed rubb 
rbow^h^A “  o f -  ubber rose substantial
L  New A ' 0 -̂ per lb, in London and 22 «
and tL h fccrepancy soon developed between the New Y«
the ^  ^“o'-fions Just before the war the disparity betw» 
to the r  ° f  shipping rubbe;fromo,
o f  W39 ti N™ y '  I-' >'■'=

•hey w S  eT u ^ I^  b”*  ‘u
of consumption, and S r e T h  ‘ '"=
to just over two month ’ i! °

in relation to RHri k i cannot be considered sold

» p o ^ c r r a r r o p t 7 n : : “ ^̂^

before in the m te o T K ]7 1 ‘
authorities, notablv thf \/f-̂  available supplies ; the Britis
though somewhat fitful showed increasec
in London pressed for a ^^Ptember the U.S. Embass
release, stressing the political a “I’!; “  * e  f«urth-quart<
“market, qiute apart from th dangers ol a rimawa
rubber in America. The a A  of a definite shortage o

ihe  Adviso^ Panel also asked for a consider 
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in c re ase  in supplies, and a similar course was favoured* though 
what inlermittentlyj by the Ministry of Supply. At first the 

greatly resented this increased interest, and several 
i mbcrs threatened to resign if  the Committee were to be subjcct
■ °̂ ôutside pressure. After much argument the release for the last 
' raised to 75 per cent., which was to have resulted in
I Kine increase in stocks. u u i k

Estimates o f absorption a few months ahead became even more 
' luKirdous than in peace-time. The military needs were certain to 
' be very great; on the other hand, Germany with her satellites and 
! £(,„(,„ests would be deprived of suppUes, while European neutrals 
4  would be rationed. More important still,- civilian motoring
i l  toughout Europe was certaiji to be drastically curtailed, and as 
4  d\iliari cars were counted by the mUlion, wliile tanks, planes and 
J  military lorries only in their thousands (according to the ideas of 
I ]939)̂  the net result might have been a decline in absorption. 

There were also other secondary factors at work, though these 
did not directly influence the Committee. Rubber was an important 

' source of exchange to the British exchange control which would 
' have been adversely affected by a fall in price ; on the other hand 

the Ministry of Supply would have benefited from lower prices. 
Another consideration was the an-xiety to avoid a speculative wave 
culminating in a runaway market, an ever-present possibibty both 
in London and New York. The London pricc was graduaUy 
creeping up to the New York quotation, reaching almost li. per 
lb. in December, and there were signs that a speculative movement 
was developing. Administrative difliculties in the East had also to 
be weighed, though sometimes these were used as pretext rather 
than as basis o f decisions. A  temporary increase in the rate ot 
release followed by a sharp reduction would have been parriculai > 
unwelcome to the local governments, especially in the temtSnes 
wliich relied on immigrant labour and on imported rice.

The low level o f stocks both in the U.S. and in the U .K  wm 
iowever, the overriding feature during the last few m o n t l i s  ot TOa 
and the early part o f 1940. Absorption, especially in the U.S., 

*1 was running much ahead of e.\pectations, and stocks were tailing 
“" imtead of rising. The Americans pressed for a retro-aclivc increase 

in the fourth-quarter release, or alternatively an advance issue o  
'SW export rights ; both these proposals were rejected as impractic- 

A third sugsestion was for a cancellation o f e.xccss expoits, 
: " a t  least for a deferment o f their reduction. SubstanUal over- 

': “ ports had been carricd forward from 1938, were further mcreased



during 1939 and lotalied over 40,000 tons by the end of Ocu 
A rapid reduction o f this excess would have substantially dimiS 
readily available supplies—at 40,000 tons the over-exports 
equal to 10 per cent, release for a full quarter—and the Am 
suggestion was practical and appropriate. The Comiria 
adamant refiisal on the grounds that cancellation, or even di 
ment, was ultra vires, was singularly unconvincing in view ofi 
precedents o f 1935 and 1938 when over-cxports had been canccM 
or their reduction deferred, by resolution o f the Committee .

At the end of 1939 world stocks had fallen to 335 000 to 
including about 150,000 tons afloat ; stocks in the U . i  toa| 
only 124,000 tons, equal to 2 i  months’ absorption (at the end 
October they were only 90,000 tons, less than two months’ als 
tion), while U.K. stocks were only 50,000 tons. In spite of 
conditions o f semi-depression prevailing in America througl 
most o f the year, both world absorption at just under 1, 100,000 
and U.S. absorption at 592,000 tons were records so far.

The Panel and the British and American authorities sum 
a release of 85 per cent, for the first quarter o f 1940, hut after 
debheration the Committee fixed 80 per cent. This rate 
certam to add to stocks ; the higher release had been rcque 
on y to accelerate their rate o f accumulation. The authorities 
not p « s  Ihetr request, while the American manufacturers.

to be expected in America 
u L tn T ?  i  volunteered the <,pinion ,

s u m lr  1 '  would become necessa.y by
Committed “7 ™ " '  naturally increased lit
M T r  c^nt ‘he release above 811 per cent.
althLgh absor r *  “ ^“ tamed for the second quarter, d  
p o S  in a Z  expectatiois the s,«l
Formostofthcfirs?th**'^ slightly ; it remained serious in Britaii 
was around I l i t  per lb * e  price in Lond.

The hioh^r York aroiuKi 19 -20 ce»«
1939 and the first half of 1940^”  j
any difficuUy.i generally produced uilhc^

' l a b o r ' s  du rin g  ih c  Crsl (iii . irm  of 1!^
U ie f im T  *  '9 3 3 . T lie  o llid a l

f 1939 had been 50 per ccnl i,‘“  ' of rclfase cluriiiB Ik'**
•'I'J'- u, f940 i , 8.5 per «nt. (ll.rrc lad



nnceung at which the releases for the second half o f the 
were to be determined had been fixed for 21st May 1940, 
hi May the President o f the Rubber Manufacturers’ Association 

?ljnerica (the American representative on the Advisoiy Panel) 
f mcd the I.R.R'C. that in his opinion a 70 per cent, release 

f the second half o f the year would meet the American require- 
r  The German ofTenvsive in the West was launched a day 

® later, and before the meeting took place the Committee 
^ informed that the American Government was contemplating 
to acquisition of a large reserve stock of rubber, and the Committee 
washed to raise the rate o f release to 90 per cent, from Ju ly  onwards. 
This was far in excess o f all known needs, and the Committee decided 
to maintain a release o f 80 per cent, on the understanding that the 
decision would be reviewed when the plans o f t}ie U.S. Government 

i became known.
To ascertain the intentions o f the U.S. Government for the 

accumulation of a reserve stock of rubber, a representative of the 
Committee (one o f the British members) went to America in June 
1940. Agreement was soon reached with the American authorities 
on the terms on which the reserve stock was to be acquired by the 
U.S.A, The Rubber Reserve Company, a newly-formed subsidiary 
of tl\e Reconstruction Finance Corporation, was to purchase not 
Ires than 100,000 and not more than 150,000 tons of rubber, to be 
bought for shipment before 31st December 1940, at prices between 
18 and 20 U.S. cents per lb. c .i.f New York for ribbed smoked 
sliret. The I.R .R.C. possessed no rubber ; it undertook first, to 
raise the rate of release to the level needed to meet the stock requiie- 

\ ment! in addition to all other known demands, and secondly, to 
encourage producers to be ready sellers of rubber within the agreed 
price range of 18 and 20 cents per lb. The reserve stock was to be 
Mil intact until the end o f 1943 unless it was required by the 
American Government for its defence programme, or supplies to 

U.S.A. were interrupted by hostilities. The manufacturmg 
industry was to maintain trade stocks at a normal level which was 
merpretcd as 150,000 tons ; if the manufacturers failed to do so 
•he Rcsei-ve Company undertook to increase its purchases sufficiently 
>bovc the proposed maximum to ofTset the decline in trade stocks.

of coupon during the last quarter of 1939 a . the im ie had bem 
the release v.aj raised and Itiis was compensated b y  an ad in o n a l 5  M  

i  ^  quarter of 1940) and the 1940 rate appli«^ moreover to a higher quota.
'  to search for complcx explanations. .

In view of the controversy to which subsequent developments g a ' e «t sn ^ Q  
undmtood that thU last provision referred to the m.inta.ai>ce of trade



This agreement was followed by another in August, 
broadly similar lines. The amount regarded as covered by the s, 
asrecmcnt was now definitely specified at the higher figure oflSO,), 
tons while a further 180,000 tons were to be bought for shipme, 
durine 1941- The purchases were to be made at a tapering ran 
from 70 000 tons during the first quarter to 25,000 tons in the 1,. 
This clearly visualised 330,000 tons 3s the maximum resei-ye stock; 
it was also to protect producers from die effects o f an abn; 
cessation o f purchases. The price fixed in the agreement was li 
to 18i U.S. cents f.o.b. eastern ports, which, when allowing (- 
freight and msurance costs, was fractionally higher than the ptio 
fixed in the first agreement. These prices were highly profitaM 
to practically all estate producers.

Tlie Committee met after the conclusion of the first agr» 
ment and raised the release for the second half o f the year to 85 pj 
cent. This was calculated to make available 137,000 tons to tiit 
Reserve Company after all other estimated requirements had hm 
met, which complied with the terms of the first agieement but I* 
no margin for condngencies. Another meeting was held after tin: 
second agreement was signed. As it referred only to rubber toK 
shipped in 1941, this agreement did not directly affcct releases 
1940 ; there was, however, an indirect influence in that the dangc 
ofan abrupt fall in the rate o f release at the end of 1940 wasrcnio\-(d 
Meanwhile the.Bridsh Government had also signified its intenti« 
to acquire 20,000 tons o f rubber to increase the dangerously io» 
U.K. stocks. The Committee provided for this requirement by a: 
additional 5 per cent, release for the last quarter, which thougi 
formally meeting requirements again left no margin to spare. Tli 
decision was preceded by a discussion during which some memlw! 
of the Committee emphasised the danger which might arise in th 
producing territories through an intensified competition for labou 
at the high rates of release. The British member o f the Advisor 
Panel rightly pointed out that these dangers were negligible con 
pared to the peril which would arise if Britain ran out of rubbt 

During the autumn the Committee was repeatedly inforiiK 
that the Reserve Company was falling behind schedule witli i 
purchases, finding it dilTicult to acquire rubber within the agio 
priecs. Tile American authorities also intimated that diey wisl'

® ° '“ “S'- «»W'li
a  p ,» ib l .  pri™ fatl should tta » *  

• S T o T L ™  ™  v i.L li.ed  an i » c r .a «  i» "
•»ck . 10 a„  „ ,c m  ,cr,„„,ly ,„,„fcring wilh the .ccumulaUon of i t e  "



' e tlie reserve stock at a much more rapid rate than ori^nally 
: the Committee was accordingly urged to raise the 

American Government offered to conclude 
k-d aEreement at the Committee’s option to cover the purchase 

" 11  QOO tons on the terms of the second agreement; this offer 
Bplidtly intended to avert the danger of rapid decreases in 

T  tc of release after the completion of the second agreement. 
These matters were reviewed by the Committee in November 

the release for the first quarter of 1941 had to be decided, 
resentative o f the Committee had returned from America 

. conveyed the growing sense o f urgency felt by the Amencan 
. f e v e m m e n t  in the acquisition o f the resem  stock. He supported 
; American request that the release for the first quarter of 1941 

teuld be raised to 100 per cent. This proposal met wî th cons.der- 
'; S e  opposition. Some members objected by emphasismg the 

KMonally low output during the first quarter which rendered it 
i toprobaL that supplies equal to a 100 per cent rate of release co^d  
; be produced. This contention appears to be an argumen for 
' hisher rather than lower releases, to aUow producers capable of 
: S r  ^ulputs than those permitted by a release o f 100 per cent, to
■; 2k c  their maximum contribution. The strongest opposiuon came
I t a  the N.E.I. delegation, one o f whose members laid ^fess on * e  
‘ power over rubber prices which would accrue to America trou gh  
i Z  possession of a large stock. He 
i oFrelease of 100 per cent., on the understandmg 
i would not be regarded as a precedent for subsequent '1““ '“  “  
i 1941, and ' that the rates in excess o f 100 p e r  c e n t ,  were non-existmt 
■S so far as regulation went, and could never be put into force .

in die past the delegation had often (and nghdy) * a t  the
: N.E.I. native quota was far below capacity, and ^  ^  •
; native producers could easily export in excess o f a 100 per cent.

; "'“ L  rate of release was thus fi-xed at 100 per cent.. “
b)- the U.S. authorities. The CommiUee repeatedly da™edjl^^^ 
this represented full production, the
>! is evident from the high prices o f export rights g 

, quarter. In M alaya, for instance, smallholders J _
i fc  fint quarter o f 1941 were worth about 50 (Ser cent. ° f  ^
: pore price of first quality rubber. • A n even simpler piec .

“ supplied by the internal cuts which were still g
‘  I J).R .C . MUiuUs, Vol. 16, p. 86.
■ CT. S t.li jf lc a l Appcndk II, Table VII.



in Malaya these were at the rate o f 2 i  per cent, for two quarter, ,i 
1940 and for the first three quarters o f 1941.

Total world exports in 1940 were almost 1,400,000 
absorption at about 1,085,000 tons was very slightly below the U, 
fienire. World stocks rose by about 300,000 tons over the year; 
in America the increase was 160,000 tons and in the U.K.
40,000 tons, wliile stocb afloat had risen by about 90,000 
American absorption totalled 648,000 tons and during the se 
half of the year was increasing very rapidly witli the rising tide 
prosperity. Those framing estimates o f American consumption i 
both sides of the Atlantic found it difficult to adjust their ideas 
conditions of full employment in the U.S.A., and though esti 
were repeatedly revised the actual figures constantly exo 
expectations. As late as November 1940 the R.M.A. and tl* 
American member o f the Advisory Panel forecast U.S. absorptia 
for the three months October-December 1940 at 153,000 tonj; 
the actual figure turned out to be 177,000 tons.

The Reserve Company’s purchases were much behind scheduis 
at the end of the year, and less than one-half o f the 150,000 toa 
provided for in the American agreements to be purchased for shi[̂  
mcnt by the end of 1940 had actually been shipped. The ex«s 
of American absorption over the estimates and an increase ii 
American trade stocks were contingencies which had not bees 
allowed for in the Committee’s policy o f fixing the rates of rcleas 
so as to leave little or no margin. The buying policy o f the Resem 
Company was also seriously at fault ; the Company bought onli 
spot rubber or rubber for near delivery, while producers am 
dealers regularly sold forw'ard substantial amounts and had no 
enough spot or near rubber left for the Reserve Company. 
Company was, moreover, frequently outbid by other buyers wb 
either offered the upper price limit stipulated in the agreement J 
times when the Company hoped to obtain rubber for less, or acluaB 
paid more than the upper price limit, either openly, or under co« 
by buying lower grades without full discount. The Company 
buymg agents in the East were representatives o f the large U.! 
manutacturers, and rubber which should have reached the Resen 

private warehouses and 
f  swell the rising absorptifl

the m Company’s buying pol>̂
L d  o ™  T  ?  under which the
h= wLa *pace (though under the former contra

was refonded the cost o f freight) which was becoming increasi»«



It to obtain ; some of the Reserve Company’s competitors 
epared to buy on an ex-warchome basis under which the 

obligation ceased on delivery of the rubber to a warehouse 
of shipruent.

n rinn the winter o f 1940-41 a further factor appeared which 
“ ,0  cclipsc all others. The exports from several producing

-fs were beginning to fall behind the permissible amounts. 
T ','w e re  several reasons for this. In the hard bargaining which 
1 H oreceded the renewal o f the international agreement in 1938 

 ̂ r  L i e  quotas o f one or two territories were feed at levels 
hirh dtlier exceeded their capacity, or approached it so close y 

tat exports at the rate of 100 per cent, could be expected only
i „„der most favourable conditions ; this apphed particularly to 

S i n  Other territories, for instance Sarawak, sulfered from a 
muine shortage o f labour as migration was gKatly reduced ivith 
fc  outbreak of war. Labour, European supervision and the supply 
of materials were also becoming scarce in most of tlie producing 
tmitories tliough the scarcity would not have been serious but for 
the repercussions o f heavy taxation, notably the 100 per cent, excess

■ ’" t ' fe w  days after tlie meeting of
the British excess profits tax was raised from 60 per cent^to 100 
per cent, and the standard rate o f income t »  from 7^ 6d  to 8 .
Tfew weeks later. It was expected that there would be a fu.ther

■ increase to 10 .̂ in 1941, and that profits made from the summer o
1940 onwards would be taxed at this rate, fhis

, U, sterling companies only, but affected these
territories in which they operated ; profits on * e  ubstann^^  ̂
British-controlled estate output in tlie N.E.I. also

: hcas'v taxation. , . n  ̂ iq îq
When the excess profits tax was introduced in ^

at a rate o f 60 per cent., rubber producers 
:'i because the basic years for computing standard pro s 

well and permitted the retention of satisfactory pro . 
btttcr prices and higher releases ol 1940, couple wi 
rise in the rate o f tax, altered the situation and 
Witude of many Brirish producers, as s t a n d a r d  profits could 
be secured by production much below permissible exp .

gauging t h e  effect which this taxation was hkelj to have on
1 estfteOutput, some semi-technical * e
in mind. F ii.t, replanting e..penditurc ^

I revenue as a charge against taxable profi a

In
i y  British 
:i. borne 
It I  in land



F
was placed on this expenditure. In notTnal times the _ 
benefited by this arrangement, since replanting was not  ̂
extensive scale and the claims were probably less than they wouî r 
ha%'€ been if depreciation at a fixed percentage had been allowei'i 
From about 1939 or 1940 the position was reversed, and productK 
who made high profits and also had substantial liquid funds av-gl 
able for replanting operations could and did spend large sums J  
replanting at the expense o f the revenue. Secondly, the wear aJ 
tear involved in bark removal was not allowed for tax purposa 
This would have been difficult to compute ; moreover, estau 
producers very rarely tapped at a rate more sevei’e than that whid 
equated the rates of bark renewal and removal. It was also| 
presumably held that in so far as the life o f the trees wouid bt' 
shortened by severe tapping, the admission o f replanting costs asj 
charge against taxable profit would cover any claim under da 
beading. This, however, was not always so, especially for yom  
areas not due for replanting for many years. Thirdly, under ihj 
conditions of 1940-41 the standard ass^sments o f producers whcs 
exports fell behind the permissible amounts were practically nevfl 
reduced even if they sold rights heavily. Reference to the shonafi 
of labour or to the immaturity of replanted areas generally sufficd 
under war conditions to defeat any contention that the producfl 
was over-assessed. Fourthly, as a bonus to stim abte replanlinj 
the assessments of replanted areis were, throughout the East 
maintained during the period of immaturity at the same level 3 
before the felling o f the old trees.

By the autumn of 1940 the boards o f sterling companies widel| 
realised that outputs o f about 50 per cent, to 60 per ccnt. of thci 
assessments would suffice to y i e l d  the standard profits of thd 
companies, and while they were prepared to be patriotic up to 
pomt, there was a growing restlessness at the sight o f the heav 
crop  the proceeds of which were taxed away. The reacdon c 
mdividual boards and agency houses varied considerably ; son) 

 ̂ disregarded excess profits tax altogetbe
and the properties were tapped to produce the permissible amouo 
or as near to it as possible ; there were others who calculatcd t 

n̂e output which secured their standard profits an 
restricted production to that level, which was easy once the pri<
(as has oflm producers noi being granted any amortisation aUowao
themselves their rate of replant were permitted to deiefiW
replanted '
producer* who were able to t a k e P^acUce was of great advaiiwg'



m t B B E
] stabilised by the American agreements.* On the

I however, the two extremes were rather exceptional, and the 
iority o f sterling companies produced appreciably more 

t h e  minimum necessary to secure standard profits, but not 
“  imum which their estates could have yielded. This mani- 

r i t s e l f  in various directions.
S me of the best rubber, especially young budded rubber, was 

r tanned This particular policy was induced not only by
' f  ner cent excess profits tax, but also by the still generous
f ' J  allowances which, especially for five- to seven-year-old t^es,

‘ o u t  o f  p r o p o r t i o n  to p r o d u c t i v e  c a p a c i t y .  I f  i t  h a d  b e e n

''■'iTm uch o f V k  rubber would have yielded less than the 
S ra llo w a n c e s  and its assessment might po^ibly have been 
educed, while as long as it remained untapped it was entuled 
r » l e  allowances at full rates. On some propertrcs unnecessanly

■ S t p p i n g  systems were adopted, much below the rate at whrch 
i bark conLmption would have equalled bark renewal^ As early as 
: Onober 1940 the American Trade Commissioner m Smgapore ™
 ̂ t  a leading visiting agent that the group of estates whjch he 
' (unervised were, on instructions from London, tapped too hghtly 
; : r » m p a n i e ;  were liable to excess profits tax ; on the P roperty  
' of several companies he advocated a tapping system 50 per cent, 

more intensive tlian the boards would allow.’ „ r„ „ o r t
In Malaya the sterling companies soon became sellers ' ,P  

rights to local producers not liable to e x c «  
tendency was much enhanced in 1941. The pnce g >
however, fairly high in the autumn of 1940 ; to quote y 
imlance, the chairman of a locally-registered “ mP^^ny ”
September 1940 that while their estate could easdy produce UO

■Th. policy ™  .upportcd or a,
Md.ya Compaoy, who stated m of 3,148,079
•f the company ; ‘ For the coming year we have a sl^mdaM a ^ ^ ^  ^

♦pounds but to produce this crop would mean ruakuig nirrctore have c\ ery  desire
■ « « ,  1,000,000 pouttd. of rubber . . . a fd  n S  L l  * . l  thei,

10 help the Government and the war effort to the uti . Y cxicni allowed
japonsibiliiies to the sliareholdera w ill permit them o jhe output aimed at
mdtr the International Rubber Regulation Scheme. _ This4rop was about 69 per
will he more or less on tlie Unes of the present crop. • • • chairman.
«nt. of (he company’s standard assessment mentioned y  dividends

-n îs company is among U.e m « t  prospet^us -and agents,
W o u t  the slump, as wcU as in 1942-43 and 1 9 « ^ )  ’ ^ 4 a r U l  firms,
V«l^Catto and Company, are “1“ , „a.  pursued by some odier 

is good reason to believe that a  similaT policy F

' of Commerce, Bureau of Foreign and Domesdc Co»-rce,
'liofria/ R tferma Service, January  1941.



per cent, of its standard production, they were not prepared to p* 
15 cents per lb. for export rights. In that the effect o f the.liabiiî  
of the sterling companies to cxcess profits tax was tantamount to, 
reducUon in productivity, it intensified their ovcr-assessmo, 
relatively to local estate producers and to smallholders.

Perhaps most important in its influence on rubber supplies 
the sudden increase in replanting during the second half of 19̂  ̂
which continued at an increasing pace throughout 1941. In t|̂ 
cohditions of 1940 and 1941 the companies liable to excess proiiti 
tax had everything to gain and nothing to lose by uprooting aai 
replanting part of their acreage. In peace-time, replanting pnj. 
grammes had generally been drawn up years ahead and were t 
arranged to secure by slaughter tapping the maximum outpm 
of rubber from the area about to be felled. In 1940-41 most 
the replanting was carried out at short noticc and little contributica 
was made to current supplies by slaughter tapping, which mustbt 
spread over a considerable period to be fully effective. The motives 
behind this sudden outburst o f replanting, as well as its cffect os 
rubber supplies, were \videly known.

Under-tapping and large-scale rep lan ting  also affected rubba 
supplies indirectly by aggravatin g  the scarc ity  o f labour, supen bios 
and m aterial. Failure to tap  the best areas tended to reduce th: 
output per tapper and was thus wasteful of labour. The replant­
ing operations withdrew much labour from current productios. 
European supem sion, which was getting  scarccr every montii, 
was being diverted from current output to rep lan ting  operatianj 
which require special care and which w ere g iven  prio rity  of atientioi 
on many properties. The shortage of m anures was another constani 
complaint in  1940-41, but m anures arc not an  essential requiremcni 
of current rubber production and ava ilab le  supplies were agaii 
diverted prim arily  to replanted areas.

In fairness to estate producers it must be said that tlie auchoritie 
revealed httle sense o f urgency. In the U .S.A ., absorption brob 

pbenomemil montWy figure o 
n  to be taken ; ll«

diversion with apparently little concern li»
No indinti qumtities of rubber into private warehoffi«
A L ricar, , ,  n summer o f 1941 that *
t o ^  “f
Meanwhile crod *  “ ntent with 330,000 tow

Malaya would be held against any Jap.w®'



Tliesc factors were not calculated to inspire urgency and
attack-
sjlf-dcnuiL^  ̂second half of 1940 rubber supplies for the West were 

Ĥ êrselv affected by the growing domination of Japan over 
T indo-C hina and Siam. Some rubber from these territones 

Fren™ ___. anH t h e  U.S.A.. but thc bulk went tod to reach M alaya and the U.S.A., but thc bulk went to 
Exports from India were also drying up with the rapid 

e in internal absorption in that country. This was a long-
“ ro  trend greatly accelerated by the war.

II

The vear 1941 saw an intensification o f the problems and trends 
„r iq+n A t the request o f the American authonties the I.R.K.U. 
fe d  the rate o f release for the s e c o n d  quarter at 100 per cent, in 
m r t h e  Committee stated again that this rate of release

by
1 2J per cent, internal cut in Malaya, and the 100 per crat. release 
thus clearly did not represent full production. The efliectivenes 
of restriction was confirmed by the continued ’’ ' f  ^
rights, especially o f smallholders’ coupons m Malaga and m th
NEI The N.E.I. administration actually took steps to maint. 
te  price of coupons by issuing them m instalments a s .d . oca,.oi 

, was feared from a too rapid fall in coupon values ; tks  at a ume 
i when all-out production was said to h a v e  been ac i ^
1 The Committee accepted the American ofier to buy an

100,000 tons o f rubber, and a third agreement was 
I March. The terras were those o f the second agreement, excep for 
I the absence o f a time Umit for the purchases which 
i place in accordance with discussions between the Resei^c Company 
: ffld the I.R.R.C. with the aim of mitigating the
1 decline ni the exportable percentage. The . •. before
I subsequently signified its intention to purchase for s p 
! >k end of 1941 the full 430.000 tons covered by the three

Mitenwhile the rate o f accumulation of thc 
tinucd to fall behind schedule and absorption to exceed 
In February 1941 tlie R .M .A. estimated American 
tie current (January-M arch) quarter at 166.000 tons, g<

. figure of 192 000 tom actuaUy reaUsed. Trade stocks in th U.b A  
: '*oe also rising, or more precisely appeared to rise until revised



absorption estimates established that most o f the intake belie\̂  
to represent a net increase in trade stocks had again vanislit 
into internal consumption. The Reserve Company, which cc® 
tinned to buy spot rubber or rubber for near delivery only, fouj, 
it increasingly difficult to acquire supplies.^ These supplies in ihei, 
turn were adversely affected by the deficiency o f exports compare ; 
to the permissible amounts under restriction, which was gradual, 
becoming general. T

During the second quarter it became evident that withĉ l̂ 
important administrative changes the rate o f accumulation 
reserve stock would fall progressively more behind schedule. U.S.I 
absorption again reached new record levels ; it totalled 227,[f|| 
tons for the quarter, culminating in the June figure o f 85,000 tojB j 
for the tw'elve months ending June 1941 absorption reached 756, 
tons. In addition to the very large second-quarter absorption 
was found that absorption in 1940 was not 618,000 tons as 
been believed, but had reached 648,000 tons. Trade stocks attb: 
end of June were found to be only 133,000 tons instead of sontt
170.000 tons as previously estimated. But while these stocks roa 
to 216,000 tons by the end of August, the reser\'c stock increaicj 
from 116,000 tons to 138,000 tons only.

The obvious step of centralising all American purchases wisj 
eventually taken in June, and exports to Amcrica were subject i; 
licensing ; permits were given only for shipments against contracB 
with the official Central Buying Agency, or for rubber sliippcdis 
fulfilment of outstanding forward contracts. Shortly after thii 
nibber was declared a scarce material in the U .S.A ., and marnt, 
facturers were rationed to a proportion o f their previous intakt 

These measures greatly improved the position o f the Rcserv! 
Company against its buying competitors (who had sometimes befl 
Its own agents). Supplies were still aifected by the raountin?

end of June exceeded 80,000 toisj 
ine third*quarter release was again fixed at 100 per cent, wilh #  
customary reference that this represented full prcduction. *  
D e r  by an internal cut in Malaya to 9Ii

market p i e T ™ b “ r ’

that " tlt"u  S information was received by Ihc Commilt«
U.!,. Government contemplated a large increase in ll»

5.000 “  A m 'm a  m r c  c s t im a id  a t  140,000 ions, ot vl.icb « *
T h ere  w e re  a lso  l^ e serve  Company.

nlernal cul, m Bn,Uh Nonh Borneo during most of 1941. '



c stock. No specific proposals were as yet put forward, but 
rmal undertaking was given that the U.S. authorities would 

 ̂ base all available rubber at the maximum price laid down in 
rL cond and third agreements (18^ U.S. cents f.o.b. eastern ports), 
u the same time the rising pace of war production in this country 

d the larger shipments to the Soviet Union following the German 
^•asion of that country increased the demands on the failing 
' mpHes. Thus exports were sagging when, for the first time perhaps
• ce 1919) all rubber which could be produced could be sold 
^mediately at extremely profitable prices for many months to 
rome Tlie export deficits affected not only the supply of an 
important war material, but also the doUar income of the British 
a n d  Dutch exchange controls.

An important meeting attended by British and Dutch omcjals, 
as well as by some influential members of the I.R.R.C., was held 
at the Colonial Oflice in August to consider ways and means of 
increasing supplies. The representative of the Ministiy of Supply 
suggested a temporary suspension o f restriction m face of the pressmg 
to a n d s-n o t an unreasonable proposal at a meeting convened 
expressly to consider methods for increasmg output. He was 
informed that this suggestion could not be entertamed. A proposal 
for internal re-distribution of assessments was briefly mentioned 
and promptly rejected. It was finally decided to requBt the local 
governments to appeal to producers to export as much rubber as 
they could ; the producing territories were also eiicouraged to 
make use of the 5 per cent, margin of over-exports allowed by the 
intcmadonal agreement ; lastly, where rubber could be produced 
ia excess of 100 per cent, plus the 5 per cent, marjm the I.K..K.Y. 
would be asked to increase retrospectively the permissible rxportab e 
amount of the territory concerned. These proposals were qui e 
insufficient to meet the situadon. Unlimited production was 
Kggested to territories where internal cuts were in force to comp > 
mth the restriction scheme ; unrestricted output was rcqueted  
within the framework of rubber restriction. Prohibition oi “ P a  ­
il'S, or substantial reduction in the assessments of protiucers tailing 
tAind their permissible exports, or the removal of internal cuts 
Were not even mentioned. , , . ,

The Committee met later in August rmd had to 
*fm!le American request for raising the release to ovei P 
«nt. in order to free any latent ,„„ths
'Uure genuine capacity working ; it  was also clear that or

all rubber produced] would be bought at the ruling pnces.



Faced wilh an unlimited demand the Committee this time vg 
nearly granted tlio request for unrestricted production. The rele, 
was raised to 120 per cent., and it was announced that cxcess expos 
would be covered by retro-activc increases in permissible expora: 
This announcement was followed by a sharp fall in the price 
export rights throughout the producing territories. But expons 
individual producers were still controlled through the issue 
export rights and coupons, and as it was not slated that produce 
could export as much as they wished, the rights continued 
command a price. No quotations are available in London bcyc 
the first week of October 1941 when smallholders’ coupons b«i 
in Malaya and in the N.E.I. still fetched about \d. per lb. Mo» 
over, while the restriction machinery remained in existence potentî  
producers who had received no assessment at all w’ere unlikely t; 
produce any rubber, and there must have been many such producen) 
among sm^lholders, in the N.E.I.*

Shortly after this decision the Committee w’as formally infonna 
of the intention of the U.S. Government to increase the resenr 
stock to 800,000 tons. It was also intimated that when this 3̂ 
was accumulated manufacturers would again be free to use :< 
much rubber as they wished ; tlie Reserve Company visualis 
imports at the rate o f 100,000 tons a month for some consideral 
time to come. This decision involved the conclusion of a lurdw 
agreement, and the Committee’s representative again proceeded t: 
America. An agreement which never became effective was actually 
signed in December. On 2nd December the Committee met 
con.sider the release for the first quarter o f 1942, which was  ̂
fixed at 120 per cent. A t the same meeting the prohibition i

‘  i^cording to the H istory o f  Rubber R egu lation  i l  would have been aiuipler to a ll«j 
u n b m i^  production witliout fixing any rate of release bui tlie Clonimittec- was prfvensij 
under Its mandate from talcing this step. There is a  disconcerting tendency in that 
M there was in the Committee’s deciiioM, to fall back on empty fonn.il cunsiciera^ 
in dcfcncc of steps taken for quite different reaaona. On several occasion:" the Commit« 
was prepared defimteiy to disregard the formal proviji<;ns of the agrcem n it; io

. I  ff'r 1935 ; in 1938 it agreed not u, raise fon4
o n io n s  to the Ceylon cxcess exports of over 5 per cent, so long aa tlicse

i“ tances (not reviewed in thii H  
of ihe importance) when the Committee disregarded explicit p rov j^
ment i n Z ;  p r«ed«n u  for departing from (he text of the ^
S i t i i  governments would have certainly agreed, while if they had ^

‘he --P -=  oftheagr̂ nv*

the local macbinety of restriction was fully maintained ; f<it
to the Com m ittee^i^ n (until January  1942) formal

USTO p la te  on >m alll,old,„g, tem to rie i.



, ting was extended for the remaining years of regulation.
>'*' P (lie last decisions before the producing territories were 

by the Japanese.
*^Th R «erve Company’s buying programme made considerable 

s after June, and soon exceeded the .schedule visualised in 
Yhe 330,000 tons covered by the first two agreements were 

riiascd by the end o f August for shipment by the end of October,
77 000 tons o f the third agreement were bought for shipment 

I the end of November ; the Committee thus fuUy met its obliga- 
to provide 330,000 tons for shipment by the end of 1941.

M rf th a n  300 000 to n s  o f  r e s e r v e  r u b b e r  w e r e  la n d e d  in  A m e r ic a  
w  the e n d  o f  1 9 4 1 - A m e r i c a n  s to c k s  a t  th e  e n d  o f  th e  y e a r  
Mailed 533,000 to n s , e x c lu d in g  r u b b e r  a f lo a t .  ^

U S absorption in 1941 reached 780,000 tons and but for the 
rotrirtion imposed after June it would have appreciably exceeded
900,000 tons.

I l l

While the acquisition o f the rescr%e stock made headvvay, 
rabber supplies were still affected by the deficit

becoming steadily more marked. By the end of Novemter, 
,he total deficit reached almost 150.000 tons, as is shown in the

““i c c L b f  to™n official dispatch '^^“ * t e r e
■ to the Dutch Government m London, the N.E. . 

expected to produce 120 per cen^ of tlieir quota
' This official opinion, together wdth the performance • ■
' mallholders in 1941, was ample comment on the fa.rnes of tte
; N.E.I, native quota and on the repeated ™
[ per cent, release (or sometimes less) represented unres
* Auction. The text o f an official telegram from the .  ̂■
; ment to the Netherlands Ministry o f Colonies “  London j  aho
: oFintercst : ‘ Native rubber coupons for last quai cr
■ ieued in September. [On this becoming known, p n «  of c o ^

fell Horn around 25-30  cents [guilder cents 
lb.] to about 18 -19  cents I2frf.-3,i. per lb.], 

nibber rose correspondingly and increased ™'P“ ' a„jnst
Thus a relative rise in the price of uncouponed rub ‘
'he value of coupons resulted in higher output. It wil

‘  Thi, obviom point ™  on .cveral critical occasionJ denied in discmaon. »t I.R.R.C. 
®wtinp; an instance was given above, p. 128.



Faccd with an unlimited demand the Committee this time vm 
nearlv granted the request for unrestricted production. The rele* 
was raised to 120 percent., and it was announced that excess cxpoi| 
would be covercd by retro-active increases in permissible export 
This announcement was followed by a sharp fall in the price d 
export rights throughout the producing territories. But exports a 
individual producei's were still controlled through the issue i  
export rights and coupons, and as it was not stated that producaj 
could export as much as they wished, the rights continued •; 
command a price. No quotations are available in London bcyooi 
the first week of October 1941 when smallholders’ coupons boi 
in Malaya and in the N.E.I. still fetched about Id. per lb. iMow 
over, while the restriction machinery remained in existence potentii) 
producers who had received no assessment at all were unlikely ta 
produce any rubber, and there must have been many such producm 1 
among smallholders in the N.E.I. “

Shortly after this decision the Committee was formally informci 
of the intention o f the U.S. Government to increase the rescm 
stock to 800,000 tons. It was also intimated that when this stod 
was accumulated manufacturers would again be free to use i 
much rubber as they wished ; the Reserve Company visuaiisei 
imports at the rate o f 100,000 toas a month for some consideraUe 
time to come. This decision involved the conclusion of a furthci 
agreement, and the Committee’s representative again proceeded 0 
America. An agreement which never became effective was actuaily 
signed in December. On 2nd December the Committee met tt 
consider the release for the first quarter o f 1942, which was agaii 
fixed at 120 per cent. At the same meeting the prohibition i

‘  / W r d in g  to  llie  H istory o f  Rubber R egu lalion  i l  w o u ld  h a ve  been sim pler lo aU«| 
u n l i m i ^  producuon w ith o u t fixing any rate  o f  relcM c bu t the  C lom m itice  w as prevfRsij 
und er m andate  from  tak ing diU step. 'O ierc is a  d isconcertin g tcnden cv  in  that boA 
M there  waa in the  ^ m m u tM 's  dccisiom , to  fa ll back  on  em p ty  fo rm al o )nsid«ali(«j 
m  defencc o f  steps taken fo r quite  d iffe ren t reasons. O n  sc v tra i  occasions th e  C o n im i^  

M V"' ^ p rov i,io n s o f  the  a g re e n ,c n t ; in IS*'
^  193 5  ; in  19 3 8  it  ag reed  not to  raise forn«»;

objectioM  excess cx p o ru  o f  o ve r 5  p e r cent so  long ns these w *

£ c l u «  o f ' t w ^ i n o ^ " '  " “ 'ance, (not reviewed in this stuif
bccausc of theif mmw importance) when the Committee disretcarded explicit proviiW

and abandoned export r e s ir ic X r

the i S  MUn™ d , f  ^
.0 t h .  C o m m iu a  .h a t  „  „ „ d „  ■'“ " " T  1 9 « )  fo rm a l .t a tm ° *

the . g r . ™ , )  h a d  t a k e  place o „  ^ a l l h Z ,  J  “ • -
territo ries .



. extended for the remaining years o f regulation,
plaiiu K decisions before the producing territories were

W * ''* '" * V ja p a n e se .
• ^ I f B L r v e  Company’s buying programme made considerable 

fter Tune and soon exceeded the schedule visualised m 
130 000 tons covered by the first two agreements were 

i,««;d by the end of August for shipment by the end of October.
000 tons o f the third agreemem were bought for shipment 

f  nf November ; the Committee thus fully met its obhga-
*  m^orovide 330,000 tons for shipment by the end of 1941. 
T p  th L  300 000 tons o f reserve rubber were landed m W r i c a  
k ihe end of 1941. American stocks at the end of the year 

533 000 tons, excluding rubber afloat, , . ,  ,
U S absorption in 1941 reached 780,000 tons and but for the 

I J c L r im p o s e d  after June it would have appreciably exceeded

tons.

I l l

While the acquisition o f the reserve stock made headways 
supplies were still affectcd by 

becoming steadily more marked. By the end ^  
the total deficit reached almost 150,000 tons, as is shown m the

““iccordTnrto’ an official dispatch f™”  *=  
to the Dutch Government in London the N.E.I. ,
«pectcd to produce 120 per cent, of their quota without d fficuUy

Thi, official opinion, together with the P = rf»™ 2“ fafn^^ss of the
smallholders in 1941, was ample comment on the fair
N.E.I. native quota and on the repeated 1 n r^
l*r cent, release (or sometimes less)
iuction. The text o f an official telegram from the ^
Brat to the Netherlands Ministiy o f Colonies m Lon - 
«fimerest : ‘ Native rubber coupons for last coupons
iancd in September. [On this becoming known,] p ^ ^
fdlfrom around 25 -30  cents [guilder cents per ki o, a _  ^
l»tlb,] ,0  about 18^19 cents [2frf.-3rf. per lb.], uncoupon^^ 
rabber rose correspondingly and increased

a relative rise in the price o f u n c o u p o n e d  ru 
, t't value o f coupons resulted i n  higher output. It will

* iTm obvious point was on seven\ critical occasions denied m discussions at I.R. 
an instance was given nbove, p. 128.



1 7 0  T H E  R U B B E R  I N D U S  T H Y

T a b l e  I

Perm issib le and Actual Exports o f  Rubber, Ja n u a ry -N ovm b er  lUl.

Exports [thousasid tons) Deficit

Quatility j As p tT ^  
{thoiuand ■ o f  /-ermiuiift 

io»u) I txpoTU
M alaya  . .
N .E .I. e s ta l«  
N .E .L natives 
Ceylon. . 
Saraw ak . 
British North 
India 
Biirm a 
Siam

Total

6 i l
312
301

99
44
20
18
14
54

1,473

561
275
304

82
35
18
2
9

43

1,329

50
37

3
17
9
2

16
5

11

I (CXCOI)

• India was a  spccial case, as her rubber manufacturing industr>- was develoMf 
so rapidly during 1940-41 that she became a net imporier of nabber after niid-ig41,

* The shipping shortage cannot be held responsible for iht- export dcficit. Rubbo
was a  high-pnonry cargo, and there was no exccssi\’e accuniufaiioii of port stock 
Moreover Sm gai^re and Peiiang were outside the export regulation urea, and rubte 
dcspatcb^ from Uie Maiayan mainland to these shipping ports counted as exports unda 
the regulation scheme. r o r  v

that export rights were still worth about 40 per cent, of the f.o.h. 
price of rubber—and this after the rate o f release had been feed 
at 100 per cent, for eight months, which was said to have rcprescntd 
unrestncted production.

Itwas not until 13th December 1941 that the Dutch Govrmmenl 
suggested to the N.E.I. authorities that all restrictive passages i  
he local rubber re^laUon legislation could be disregarded. Fron 

the records I.R.R.C. it does not appear that such a suggestio. 
was made to the Malayan authorities before the Japanese occupation, 
anne»r! r  T ’ both of estates and of smallholding,
the " ' J ” ' P«™>®ible amounts bv about
uch The smalrnoldings thus did not produce a.



jjUBBEK
roducrion, though many of these were assessed as small- 

“““ ■ accordingly, the output of smallholdings as a percentage
jBlding® . under-stated and that of the estates over-stated.

for about 2- 2 i  per cent, o f the smallholders’ quota, 
output was approximately at the rate of 92-93 per cent., 

j  t 89-90 P'̂ '' suggested by the uncorrected figures,
r after years o f low releases and undcr-assessmcnt the 

could not be expected to possess the equipment 
to produce the large amounts called for in 1941 (which 

hL ever still below their rate o f production towards the
1933 and the beginning of 1934). In some parts of Malaya

„ere also hampered by local shortages of share-tappers. To 
' ;L ,m  extent their output was also influenced by the exceptional 
‘  rity which descended on them in 1940 and 1941 and to
Sch  they had not yet adjusted tliemselves. In spite o f these 
rarious adverse factors, the smallholders apparently still produced 

; immewhat larger proportion o f their quota than did the estates. 
The production of nibber by sterhng compames was increasingly 

Acted by tlie combined effects o f over-assessment, 100 per cem. 
ocess profits tax and unrestricted replanting. The cumulative 
ifffcts of these factors are reflected in the following table in which tlie 

ijjiiuary-August 1941 rate o f production of estates owned by 
mnpanies (as represented by the returns furnished by the K.Lr.A. 
to the I.R.R.C.) is contrasted with that o f all other Malayan estates.

T a b l e  II

; RaUofProduclion {as p e r  cejit. o f  a g g r e g a te  s t a n d a r d  production) o f  M alayan 
Estate P rodu cers, Janua^^A ugust 1941

• Jwiuary ,

■

X ' ■ ■ •

I ;  : : :■IpBt .
Total, Jan.-Aug.

R.C.A. OlhtT All
esta tes eslaUs estates

91-5 9 5 0 9 3 !
82-3 93-1 87-4
78-0 8 7 0 82-2
74-7 86-6 80-3
7 6 6 95-6 85'5
87-4 95-8 9 11
8 9 4 9 7 8 93-9
8 7 9 98-5 92-9

83-6 93-7 88-3

In lerna l rale 
o f  ukasa  

97-5 
97-5 
9 1 5  
97-5 
97-5 
97-5 
97-5 
97-5

97-5

Tlie divergent production trends cannot be attributed to 
»f labour or of materials as the locaUy-owned estates and thos 
ovm«i by sterUng companies were equally afi-ected. It >s even



capilaJ required to pay not only the heavy expenses involve 
especially the cost of manuring, which is necessary for succa* 
replanting, but also to bridge the loss o f income from the 
of old trees to the maturity o f the new stand.* A  rubber tret 
tappable five or six years after planting and fully mature in anoi  ̂
four or five years. The replanting o f a stand o f trees thus invol* 
at least five years’ loss o f income and possibly several more yei- 
of reduced income, depending on the relative yields o f the old 
new stand of trees. Replanting can thus be undertaken onlvb 
producers with ample working capital, which the estates do, ani 
the smallholders do not, possess. The issue is somewhat compli’catij 
by restriction without the substance being materially affectcd 
Unless the rate o f release under regulation is very high, or aj 
abnormally large proportion o f the property consists of immatm 
replanted areas, the estate can produce the exportable allowam 
from die remaining mature part o f the property. Such a couni 
is not open to the smallholder who harvests his crop from all ov« 
his holding, tapping trees here and there and practising a rotation̂  
system of tapping by resting individual trees.*

The second reason for the smallholders’ inabihty to replant i 
the techmcal impossibihty o f replanting successfully part of n 
holding of a few acres, as the area replanted would be clos* 
surrounded by mature trees which would intercept the sunligk 
and whose roots would compete for food with the undevelopd 
rootlets o f the newly-planted trees. Root competition may k 
reduced, or possibly diminated, by the expensive and on sm* 
holdings mconvenient device of cutting isblatiou drains. Notl.ii« 

fr!!',; . w " ’ g™wth which res*
[Sin  much more shade-resisti.,

?u c e rw fre  no, r ' T ' * -  1938 individual pn>
area toT nv one “area m any one year, or more than 20 per cent over the entir

■ha.'
iwclve years after the felling of the old "P lanting would be recouped odl

nghts to duposc of (occcpt in British Nnnh n owuers tlius b ad  export
which greatly rcduced daeir lou of i n c o m e t r a n s l c r a b l t l .  
smaliboldere, who were unable to replant for . was of little use lo ihc
could they be expected to speculate on the 7  ̂ reasons given in tlie texi-
several years ahead ; twice durinR tlie and of' unlicensed rubba
agam during die dosii^  niomhs of 194J\ u ‘ .“Cheme (m the autumn of 1937 ad

■ ^ price o l  coupons fell alm o.i to 2<jro.
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'• and this rendered replanting on peasant holdings wholly

jjposibfc. governing replanting were never properly
d bv * 1: smaUholders, who were handicapped by their 

— f°°to read and comprehend the somewhat complex rules and 
> L ,  insisted on in the various producing territories. Both 

and the N.E.I. a detailed statem enfhad to be submitted 
; i  Malay .  ; jon to replant, setting out in writing
I *  location o f the area to be replanted, the
' trees the material used, and certain other details (some
i K r o  quite complex) ; in writing be it noted, when the minority 
B  rsm allh o ld e is  were iUiterate. For these various reasons 
LliatinE was certain to be confined to estates. 
r U c  4 -reaching effccts o f the planting provisions should now 
L d ta r I f the planted area was a wasting asset, the prohibition 
V iew  planting combined with the practical impossibility o f re- 
tfiutiiig on smallholdings was bound to lead to the gradual ehmina- 
L  of the smallholders. Moreover, greatly improved p la n O n g  
ĵmterial was constantly being developed, which enabled the estate 
B lncrease output per worker and per acre, while the smaUholder 
TO unable to take advantage o f this and his competitive strength 
tas greatly impaired. This was possibly o f greater importance 
4io the danger to the smallholders’ position through the senescence 
of tlie u-ees or through the declining physical productive capacity 
of their holdings, since the productive capacity o f these properties 
has much exceeded ejcpectations.

It may conveniently be mentioned here that a ban on the 
alienation of land for rubber planting may have effects on the 
fcture of smallholdings similar to those o f the prohibition o f new 
planting combined widi substantial replanting. Even if  new 
planting is permitted, a  refusal tq alienate land may still endanger 

position of the smallholders if  on estates there is replanting on 
’ ŝubstantial scale. I f  no land is being alienated for rubber, new 
planting is limited to owners o f land already alienated but not 

under rubber, i.e. unplanted reserve land, or land carrying 
®Acr crops wliich would be cut down for the purpose. Smallholders 
'"'Jy rarely have unplanted reserve land, and in the circumstances 

of their new planting could take place only by uprooting of 
trees or food crops. This they might be unable or unwilhng 

Refusal to ahenate land for rubber planting has thus in 
instances much the same effect as proliibition o f new planting 

nnaUholdings. In M alaya, refusal to alienate land for rubber



piandng has been the official policy generally since 1923. ■ 
imph'cations, botli on the competitive position of Malaya'  ̂
whole, and on the relative position o f estates and smallholfc 
do not appear to have been fully appreciated. ■

Replanting was not only permitted by the provisions of | 
scheme, but was also encouraged by the restriction authorilioi 
various ways. In 1935, at an early .stage o f the first rcgulaij, 
period, on the recommendation o f the I.R.R.C., assessmemi, 
areas cut out for replanting were reduced in A'lalaya and the 
by only 30 per cent, o f the previous assessment ; 70 per cent, ottl 
old assessment was received during the immaturity of the replaaij 
area as a bonus towards the cost o f replanting.' The cash vjfc 
of this bonus varied with the price o f export rights but was geneisi 
substantial. Ceylon and several smaller countries made no dedic- 
tion from the assessment o f replanted areas and the bonus was tla 
100 per cent, o f the old assessment. The replanting bonus bcncBli 
chrefly the larger estate producers, as these alone replanted on; 
substantial scale. As these estates were most favourably assea( 
and were often over-assessed there were some protests, csperialf 
m Malaya, against the bonus.

By 1936 the complete absence o f any replanting by .^mallholfc 
was beginnmg to attract attention in the East. For exampli; 
accordmg to the 1936 Adminislration R eport o f the Rubber ControlH 
l^eylon not a smgle application for replanting had Ijy then b«i 
received from smallholders. In February 1936 the Strain Tm  
pomted out quite candidly that no replanting was to be expec«( 
from smallholders who had not the necessary capital, and that <k 
^ a tes  were certain to gain substantial ground as a result oftk 
&om i  This was also becoming cvidffll
reolanfpH P sta&tics. About 240,000 acres weit
t o  w l f a t e T T f i  P^rtit^ally wholly on estat«i

a t v L  i^ fc H  TUs repla«.i<
r S . i v 7 c a p a c k v T , r  percem . in theluti™.
of the 7 d s t S r d e s t r u c t i d  
areas r?ptan“ d .nn^aUv” “ g^dual inere.ise i.i
the second period much accelerated durf«

In the discussions leading to the renewal o f regulation in 1»
* In M alaya the reduaion was l in  ik 

ccnt. of the last Rsscssmciit, ^  «  the N.E.I. it waJ 30 f«
Thu rcfommcndation affain rcfutM .u 

that the local M n U u t^ u o n  of reatriciion''

i



l*»Tl
• J  that some new planting would have to be conceded, 

yasrccogn areumcnt over the amounts o f new planting
" * 'T T n e  respectively to be permitted. By this time it had 
^ /that the smallholders and the smaller producers

not replant at all, and half-hearted requests were put 
P" I K the local administrations for a modification of the 
^  Lvisions o f the scheme which so obviously discriminated 
^ ^ th rsm a llh o ld e rs . Such proposals were not well received 

T R R C nor by its renewal sub-committee, one of whose 
„gued that new planting was demanded by those too 

fece * e  careful thought and difficult decisions ■solved m 
^  r i l r  This was hardly a fair statement of the position. For 
i r w h i c h  have already been stated successful replanung was 
nh«irallv impossible on most smallholdings. j  r «

The French delegate to the I.R .R.C. strongly opposed free, or 
replanting. French Indo-China had very large ^eas 

S a b le  for’ the extension of the planted area, and as most of the 
S L s  there were very young there was no reason f -  
tee The French representative pressed for the interchMge 
JiiBn- of new planting and replanting rights as, with ‘J-® 

high-yielding material replanting also 
„ the productive capacity (though not to the s a ^
Itatiag, which does not involve destruction of 

, It was eventually resolved to recommend P a r e f  in each 
1939 and 1940 o f a total o f 5 per cen^ of tiie plant ^

' imitory., with unconditional replanting during I.R.R.C.
tht matter was to be reviewed again in U-IU y 

Uter 1940 the power to decide ou the pern^^ible rate of new 
; planting and replanting was to lie Vk̂ th the . • • ,qoq_40
 ̂ The recommendationfor 5 per cent, newplanting .
; announced in March 1938, and as tire ‘ t S m
:*« a fo rg o n e  conclusion, preparatory steps were  ̂  ̂ ^

prodding territories io  enable planting operations to start 

' iatotoling official “  '5 ' “

' and the High CommUsioner for the M alay Sw ifs. - j jg  large
Midayan delegation as liis chief advurr on ^ M alay and

were aduainistered from London. ‘ There arr of cou questions
producers wlin are nut represented in London, divcn?<- i^.we

wUl arise in regard to renewal their interests are net 74 -ru „ -
'  European e s t a l ,  ’ {MinuUs 0/  tlu LR.H.C. wrli as
[  ^  m fcci a  wide diveigcncc of interest over the pUnimq provisions, 

ef ihe quotas.

There 
over the



early in 1939.‘ The general procedure was roughly similar! 
more important territories. Producers were issued so-called ' * 
certificates ’ indicating the acreage they were entitled to nl 
these documents were generally transferable. Their distributio ' 
usuallyonihe basis o f ‘ to him that hath shall be given', and prod”*' 
received certificates representing planting rights equal to 5 p e r!! 
of their regutered acreage. In view of the appreciable market 2  
of the rights this amounted to a substantial windfall for the la™, 
producers. In the N.E.I. planting rights were not transferil 
between estates and smallholders, which ensured that the s S  
ho der, should actually take up new planting to the extent of I  
fuU 5 per cent, o f their 1938 acreage as calculated from the resuk
o the free census (which was o f course only about one-liairi 
4 e ir  achial acreage). In the native rubber-growing districti J 
Sumatra and Borneo the authorities invited appUcations for nt» 
plantmg nghts by the local population irrespective of owner* 
of a rubber holding Although the majority o f the populada 
»J l  ™bber-growmg districts already had a holdini
apphcattons for new planting rights substantiaUy exceeded lb,
scSed Town had to be corresponding!,
S o t e d  i^ M J  T  u  procedure than tta't
m alori^ o fth  shortly, prevented
”f  939^40 ? f™"' participating in tlie new plantk,
r iU s  w er^eserveH ^^'peasants Tn « middle-class Singhalese and for Singhaiea
fo sZnhnIHe P'“ '“ S rights were distribute

T h ™  S™'™ "■'^ber.
in the plantSg r X '  in ”* 3
dollars per acre fn 93a ^ P"“  ra n g rf from 18 to,

50-70 d'oDarrp^” r f ' * , n t t ; 5 ' ' l ' r  ™
rights fluctuated between 100 and Ifin P"“ ' <̂ state p's,at
Strait, doUars per acre) in T fe  5 ?
permitted was fully taken up by m o  and T  
for new planting greatly exL cL d  avdlable 0 7 ' !  
eagerness to apply for r i . f e  an^ ' ”  '
suggest that rubber planting was n o t  " ■  •’“"dsoi J durf
at the time. ® “  unprofitable as was c

'  I T " '’ Po lom oi of K.rac of A t TOa],„ '93
SpCT-cm l. new  p lm iin g  w h ic h ,itw u K iid  w o u ld ^ f* ' “ “ P " '™  P ra tM e d  a g a in j i '-
nmKnal r y r , f  ™t ■ Mpscity of ato u , m prov J  pbnlin
h a . .h . u,d„,UT .houJd hav . c c d n u .d  .veVwifh" P ™ » ..

P“  y id *  of L u . ,d  sooS m
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■ wTiile the producing territories took full advantage o f the 5 per 
ew planting, in M alaya at any rate the smallholders were 

vely prevented from benefiting from this concession. The 
f are semi-technical and require some detailed discussion.

Malayan acreage statistics suggest at first sight that the
• ner cent, new planting o f 1939-40  was taken up fully both by 

and smallholdings. The smallholding acreage even shows 
increase of 8 per cent, from 1,264,678 acres at the end of 1938 

'*^1 361 128 acres at tiie end o f 1940. This increase must include

t substantial acreage revision, since according to the official 
dstic5 of the Controller o f Rubber and of the Department of 

A m c u ltu r e ,  new planting by smallholders (owners o f less than 
S  acres each) totalled only 50,956 acres over this period ; some 
47000 acres are stated to have been planted in 1939 and over 
3000 acres in 1940. From these latter figures it would appear 
that new planting by smallholders in 1939-40 totalled some 4  per 
cent, o f  their 1938 area o f  just over 1^ million acres. Over the 
m t  period new planting by estates was 112,000 acres or 6 per 
’cent, of their 1938 area. In fact, however, actual new planting 

' b)' ail owners of less than 100 acres was almost certainly less than 
si.P  acres, and new planting by Malays and by resident owners 
groerallv was negligible.

' The’ 1939 Annual R eport o f the Rubber Research Institute o f 
Malaya {p. 252) summarises the approved applications for new 

I,{toting by smallholders for the eleven months up to and including 
iovember 1939. The figures were supplied by the Controller o f 
Rubber and cover all approved applications for new planting of 
SacTK or lea {5 per cent, o f 100 acres, holdings over 100 acres 

jKiag estates). There were 8,420 applications, totalling 16,649 
îcs. The remaining 30,000 acres o f new planting in 1939 (the 

^^ercnce bet\veen 47 ,000  acres, which w'as the total new planting 
'Q1939 by all owners o f less than 100 acres each, and 17,000 acres^ 

total of approved applications for new planting of 5 acres or 
must thus all have been undertaken with the help of pur- 

tfaascd planting rights, by ow^ners who wished to plant more than

T  tna* ^  this section, it should be borne in mind that not only is more than three-
1' of Malaya suU under jan g le , but that very large uncultivated areas totalling
7 can 8dll be found in most districts of the western, highly developed,

the couniry. A detailed discussion of this point wiU be found in d,e wnter s
0 Visit to itu Rubber Growing Sm dlhold in is o f  M alaya, Ju tyS cp tm b tr  i m .  

pras.) Cf. also pp. 187-190 below.



5 acres (5 per cent o f 100 acres). Owners who were in a positiontg 
plant 10 to 20 acres in 1939-40 with purchased share certificates wcrt 
smaliholders in name only, and probably some were not evea 
smallholder? in the statisdcal sense. ̂  The figure o f 50,956 aoq 
newly planted in 1939-40 almost certainly includes some nt* 
plandng by Gliinese and Indian (mostly Ghetdar) owners of 
100 acres. It very probably also comprises a .considerable aw 
of ‘ supplying ’ (the planting o f a few trees on vacant patcho 
widiin die existing holding), which was freely permitted undo 
restriction and should not have been included in new planlinj. 
There may be other sources of error. New planting by small­
holders was thus very probably less than 51,000 acres or 4 per cent 
of dieir 1938 acreage. Moreover, Malays and the smaller China 
holders undertook hardly any new planting, a fact which is masktd; 
in the statistics o f total new planting by smallholders but is shown 
clearly by the figures o f applications for new planting of 5 am 
or less. O f a total number o f applications o f 8,420 only 3,03! 
were by Malays. The average new planting o f individual Mal  ̂
owTiers was certainly smaller than that o f the Chinese or Indian] 
owners and this would suggest that the aggregate o f Malay applica­
tions for new planting in 1939 was almost certainly less than 8,00l( 
acres- The Malays and the resident Chinese owners probably 
did not plant in 1939-40 as much as one per cent, and certainly! 
less than 2J  per cent, o f their 1938 acreage.

The faUure o f the Malay and of the smaller Chinese mvners; 
to use the new plantmg rights was due to several reasons, one ot 
which was o f over-riding importance. The plandng rights, issud 
m the form of transferable share certificates in denominations and 
mu l̂tiples of one-twentieth o f an acre, entitled the owner to pW  
rabber to the extent o f 5 per cent, o f his 1938 registered acreage. 
Thus an owner of three acres would be entitled to plant about on» 
evet^di o f an acre, while the owner o f a five-acre holding was entitled

areas weK
T u Z rir  T  ruling o f the restrictios
authont.es by wlu A  one-twentieth o f an acre was declared to be 
the cqmvalent o f eight trees, so that one c e r t i f i c a t e  or u n i t  e n ritled  

the owner to plant eight trees. It is not clear whetherthis ru lin g  

applied throughout M alaya; it was c e r t a i n l y  in force m^-r c o ^  

S l d e r a b l e  areas. As the s m a l l h o l d e r s  usually o v e r  200 tre» 
per acre, this arbitrary ruling, based on past e s ta i practice Ranting 
IS now much denser on estates than it used to l i )  reduced even

■ For .  of Ih. vm ou. d a « .  r f  ‘ ■ cf. pp. ^bovc.



'‘■‘ "" r'fric tio n a l area which the sm'allholders were entitled to 
j jjthc r th e  i r a

u r^reiDt o f the share certificates, owners who had no 
rvc land (these were the great majority) had to 

jnplanteci res offices for the alienation o f land on which to 
p̂ly to tnc . amounts involved were so small as

h e  worth while to pay a visit to the land offices (often 
away), and far too small to be worth carrying out 

^ 1 ntinff any distance from  the exisUng holdmg o f the owner. 
r i S e r  is often prepared to operate a three- or four-acre
* ?  „ mile or two away from his house, but he cannot be

to go far afield to plant or tap 16, 24 or 32 trees ; . f  these 
^ a r e  any distance from his existing holdmg it would not be 
StiL ble to tap them, as the time lost in walking from one 
Cuing to the other (comprising a few trees only) would be pro- 
Siive. Thus this fractional acreage o f new planting was o f no 
valiie to the individual smallholder, unless he had unplanted 
reserve land, or diere was unalienated land available bordenng  
r,i; his own holding, where he could secure a  small plot for planting. 
■Moreover, only diose areas could be o f use where the few young 
mcs would not suffer from shading or root competition. It was 
txcepiional for all of these unusual conditions to be fulfilled smiul- 

i ttneously. New planting by the great m ajority o f the smallholders 
vis thus ruled out. Most smallholders who understood the 

; purpose of the ccrtificatcs therefore sold or gave them to friends 
; or relatives who might have been in a position to use them. 
Many of the smallholdei-s, however, were ignorant o f the purpose 
ad use of the share certificates, which were issued to small- 
MidcTs along with a routine issue o f export coupons without 
fecial explanation. As a result, some smallholdcjra thought that 

were an entitlement for supplying vacant patches or for 
Many owners gave the documents away or sold them 

binominal prices, and some o f these subsequendy repurchased at 
higher prices when they learnt the purpose o f the documents.

Even the very' small amount o f new planting that actually 
placc was of doubtful value to smallholders. M uch o f this 
planting was on unsuitable soil, or on silted or exhausted 
with a long previous history o f food cultivation, or on eroded 

steep hillsides liable to erosion ; no assistance had been 
7^ ^  to smallholders to help them to improve the soil o r to 
 ̂ -'Uitable land. The 1939 Annual R eport o f the Rubber 

institute o f M alaya (p. 250) m unusually explicit on this



matfer : ‘ Unfortunately much of the land alienated fo 
p la n t in g  is  in  d is t r ic t s  w l i e r e  th e  p o p u la t i o n  is  h ig h  a n d  c u k L T  
in te n s iv e , is  p o o r , b e in g  e i t h e r  o ld  s i l t e d  p a d i  s a w a h s  or o S  
a r e a s  w h e r e ,  o w in g  to  f a u l t y  m e th o d s  o f  c u l t iv a t io n  in  th e  m 
m o s t  o f  th e  s o i l  h a s  a l r e a d y  b e e n  w a s h e d  a w a y .  .  . . (W h e r e  ■ 
la n d  w a s  b o u g h t )  m u c h  o f  th is  la n d  is  u n d u l a t i n g  o r  v e r y  h i l l l T  
m  s o m e  in s ta n c e s  th e  s lo p e  is  so  s te e p  t h a t  i t  d o e s  n o t  a p p e a r  p rL fr  
a b le  to  a d v is e  t l i e  c o n s t r u c t io n  o f  t e r r a c e s  to  m in im is e  the Z  
e ro s io n , o m n g  to  th e  e x c e s s iv e  a m o u n t  o f  e x c a v a t io n  in  the solil 
w h ic h  w o u ld  b e  r e q u ir e d  to  m a k e  t h e m . ’ H e r e  a g a in  p en m  
o b s e r v a t io n  c o n f irm e d  w h a t  c o u ld  b e  in f e r r e d  f r o m  e a s i l y  a a e s ib  
Malayan publications.

I n  c o n t r a s t  to  th e  p o s it io n  o f  th e  s m a l lh o ld e r ,  th e  ren ew a l „ 
r e f l a t i o n  p r e s e n te d  e s t a t e s  b o th  in  M a l a y a  a n d  in  th e  N E I 
w it h  a  g i f t  m  t h a t  th e  r e p la n t in g  b o n u s  w a s  r a i s e d  to  1 0 0  p e r  cent

a  r e d u c t io n  in  4 ,
a s s e s sm e n t o f  a n  a r e a  c u t  o u t  fo r  r e p la n t in g .  T h e  c o n c e s s io n  was ol

Th m T ?  to ‘>b«ain from ic
h r  T  1 I ’ * ° u g h  w ell aw are  of the reason.
* e m  b v '  r  r '  ™ " ”“ ers to rep lan t, tried to cajok
f n d t o r e 2 " l “ “ ® ‘ d eg en era te ’ the older a L

L i f  o f  * e  a lm o s t  b o u n d le s s  u n c u lt iv a tdareas of Sumatra and Borneo.

t h a t ^ ^ s o m f X l f  w a s  a n x io u s  to  s tre .

th e  p o o r e s t  s o i l T * '"
runs into six fio-urp.! R u number o f smallholders in Malava 
o r  u n d t  o n e  s S h  o f  o L  i r ' "  “
was replanted in °  smalUioIding area
t h a n  ■o'; ac“  in  th e  ^  w f s  l e .
h o ld in g  a r e a  o f  6 0 0 ,0 0 0 - 7 0 0  0 0 0  a c r e s
r e p la n t e d  w a s  o w n e d  b y  p r o d u c e r s  t e r ) ,
h o ld e r s  b u t  w h o  w e r e  a lm o s t  a lw a y s  C h e t u 'a r  L
w h o  a r c  n o t  s m a l lh o ld e r s  in  th e  a r r r „ i „ 7  Q u n e s e  o w n ers
s o m e  in s ta n c e s  t h e y  a r e  n o t  e v e n  s n f a l lh o H ™
s e n se  o f  b e in g  o w n e r s  o f  le ss  t h a n  1 00  s ta t is t ic a l
h o ld in g s  a r e  r e g a r d e d  a s  s m a l lh o ld in g s  fo r“ d m t S a t i V e ' a n d



. . 1 Durposes even though the aggregate area o f one owner 
P in s is t  o f a dozen or more individual smallholdings 

(which owner) exceeds 100 acres. Again, as wcU
registered in their own name, many of the larger Chinese 

“ iMckrs have areas standing in the names o f other members 
family and when these are included the acreage actually 

^  by the head o f the family exceeds 100 acres. Replanting 
t t̂kesc t w o  classes accounted for an appreciable proportion o f the 

1 replanting on smallholdings. But even where the individual 
'Sttiar and Chinese (and his family) who replanted part o f 
?  area owns less than 100 acres in the aggregate, he is far removed 

the typical smallholder in the sense o f peasant proprietor.

I l l

It will be recalled that under the renewed agreement, 5 per 
cent, new planting and unlimited replanting were permitted for 
193MO only. The I.R .R .C . was to review the position in 1940  
jffldto decitje on planting policy for 1941-43 . Replanting was 
t o e d  in February 1940, and it  was agreed to perm it this 
iKonditionaUy for the remaining three years o f tl^e currency o f 

agreement. This decision is recorded only very briefly in the 
offirial minutes : ‘ A  general discussion followed, and it was agreed 
ihai replanting should be permitted unconditionally during the 
iramtperiod of r e g u l a t i o n . I t  is known that the N.E.I. delega- 
m  drew attention to the disadvantages o f the native under this 
jyitcm, and to the unsuitability o f replanting to the needs and 
fflnditions of the smallholder.

New planting after 1940 was discussed at the next (May) 
of the I.R.R.C. In view o f the importance o f the de- 

^ns to be taken, the secretariat o f the Committee, assisted by  
'wR.G.A. statisticians, had laboured for several months to prepare 
^mates of the trends o f absorption and o f future capacity. The 

collected, and the results reached, w'ere embodied in  a special 
to the agenda o f the meeting, and this was circulated as a 

^oraiidum to members o f the Committee, their governments 
of the Advisory Panel several weeks before the

on future absorption were clearly guesswork ; several 
methods o f fitting curves to past data resulted in estimated 

‘  I.R.R.C. M inuus, Vol. 14, p. 120.



absorption of about one-and-a-half million tons for 1950 thonj 
the actual figure naturally varied with the choice o f the biwc v 

Estimates o f future capacity were based on certain assu  ̂
yields, varying with the age o f the trees (allowing especially for ji 
declining yield o f old rubber), applied to the known acreage fiaZ 
of estates and smallholders’ rabber {the former sub-divided ini, 
budgrafted and seedling rubber). Two sets o f estimates weij 
drawn up, one on the assumption that the estates would rcpla
70.000 acres annually, while the smallholders would not rcpk, 
at all, the other on the assumption that estates would rcpli,
70.000 acres and smallholders 40,000 acres a year. The formj 
was (rightly) stated to be more plausible. No new plantini; w, 
assumed after 1940. No attempt was made to estimate the prid 
required to elicit capacity output. The following results cmcrgol:

T a b l e  I

Summan o f  E stimate! by t k  l.R .li .C . S em la r ia l o f  Future Pkysid 
_______________ Produ ctivity o f  P lantation Rubber

S m atlh otJ in g ,
I J  , ' —  , ToUd

T  I  ™ '- ' f t r  cm t, n pm t,
Torts I o f  tota l i Tons o f  lo la t Uom)
_! ; l o M 'i y

Asumption A : annual replanting of 70,001) acrcs by no
,Q by sm allholders

1950 : ; ‘ ■ i I l l ’ l l  I ■ 716,000 ; 46-9 1,52B,000
1960 . . • i S S S i  , 6 3 1 .0 0 0  38-9 > i,623.0«l
AssumT f̂ ,̂^n R ■ ' ' ’ ^-2 360,000 ' 25 8  1,397.000
A*sump,.on B : annual rep landng of 70,000 acres by estates and of 40.000 
19 39  by sm allh o lder
1950 ; ; ; ;  i ’ ’ 6,000 46-9 1,528,000

. . . - 1,037:oOo ! _  38-3 ■ | , 6 | g

h o ld in g s*S rr‘e S n f b * \ S “ ’t “  “ 1“*" “T ”'

area would be over tiurty years old byT ^ o " ^ ’ .®*̂  smalllioldmg
1960, and thirty years was b e u Z l  m f
life o f the holdings.! On Assunmiion B f  **“  ccononM
not so great, but some reduction L ,  . .  r,' ™ '' decline wa!

> Holding r.U.cr lhan .i„„ a ' P™tulated. as the small-
Ihe loi, of .und Uuough di«a« and "■ Welds ™ih .gti



^  tbe < * = "  ■"■ .1 ____ -  " - ■' • 'i '.  • I ' " ' "
T h B c ^ o r t s ^  nir.m(if-

^ p w K b i w  i - "  ^  . ■  , ... ... .V.. w t . a i l o . l . l '  i '

: ■■ .Aio ,>< .Ii'.IIk'- 'il III'
jgre of __ ... . , --;; ' v .  I'"
jhisical .. , Ih<- r<iim.ili ■ "!
atoilatiotLi V‘ .i' ....... ' ‘ ____^ ^ .1- *■',1 tUi' lU htt Itiuiil,/’Y ' O n  t he >Mh‘ ........ -

fee rclamT compete- j . '.1  . -  - .-. o f tUr c ^ u w
I tm oa tt  s n h s i ^ ^ —  ̂ _, »  ' ■ ||,

'< ""S"' ''•>"■ '" v ;
: ^ . U o s .  how rapidiv .n d  to extent ........
J  jaincd supranac}'. bui the t if ix J  w iS tintltist.vk. tiU .

1940 reptotin i; bv estates had mcre.ised much ;il«>ve ihr 
J ' a i T e d ^ n  the ~ a » i u n ,  o f ,he I.R ,R .C , » « -U n .>  
*id  has just been quoted. According to the H ish iy  "
Inklwn (p. 225) some 306,000 acres were «-plaiU «l in l.) .i) 1«, 
i h  was appreciably more than tlte area replanted over the 
kr-and-a-half years o f the first regulation periiid. I hi» w.ii, 
jffitover, before the further rapid increase in rcplantm s slmmlalcd 
hthe excess profits tax. By m id-1940 estates vver.' repl.m tm s 41 
liiattofweH over 100,000  acres annually, whirh was over Jll per 
«Di. more than had been assumed by the I.R .R.C . serretariai. In 
ilalaya the estates had replanted about 9 per cent. ol iheir 

' acreage by the end of 1940 ; in the N.E.I. the proportion wan itbcml 
Ijpcr cent, and in French Indo-China about 8 -9  per cent. Ihfse 

; indicate a net increase o f one-quarter or onr-tlilu l in ihr̂  
'Niictivc capacity o f estates as a result o f repl.inting- IV 
^ n in g o f 1941 several o f the larger agency h.ul wuiknt

replanting programmes ten years ahead for th<* iq ilau im ii 
I b̂ulk of the older rubber under tlicir coutiol ; hy lU r < \ui .4 
'̂ 1 some 13-15 per ceat. o f t\v: M alayan

But o f a>ursc even tJu; a(.r<'d^r (fp l.in ird  liy I'lt'* 
2^«iTed a substantial increaifce iti <>ij/;ui*y *** w v.l

much grrafcr producdsity in t j i i r in  y»«ldni|i 
‘̂ m vhilc rcptantinc by ^ s> nu iin fi «"

or ncgiigible, S .  -  v:. , /, ■/ wm . 'i.-

-  : ....................... ........................



Malayan sinajlholding area, waa -replanted by the end of 
practically all on Chinese and Chcttiar properties of abs 
owners, ivith a few instances o f replanting by Malay owncij 
substantial interests outside rubber.* In the N.E.I. the native 
ducers had replanted 45 hectares, or about 115 acrcs (out of a 
planted area o f several milhon acres) by the end of 1938 ri 
acreage replanted by these producers in 1939-40 is not known i 
London, but it is certain that it was much less than one per cent.t 
their total acreage. In tlie smaller producing territories replantintl 
by smallholders was also negligible. The comments by the lead  
of the N.E.I. delegation at the I.R.R.C. meeting are given in tl«i 
minutes : ‘ He hoped that the memorandum, although unduk 
pessimistic, would bring home to the Committee the serious positiol 
ol the native planter under the regulation scheme which limitd 
new planting so severely, while allowing unrestricted replamiit 
Replanting did not accord with the psychology- o f the native rubber̂  
grower or with his methods. He was wedded to the system of 
extensive new planting and would not take up replantmg oa i 
large scale for many years. His position was therefore becoiaiag 
senous under the regulation scheme. The N.E.I. Government
InH h “ ''Smt and careful consideration,
and he (the N.E.I. delegate) wished to reserve the right to raist 
the matter agam at a later date. For the time being, he was in

nuT osef T “® “ “ P* experimentalpur^ses, and reviewmg the position next year
* = .™ “llh“>ders in Malaya and Ceylon wai

o n h e N E I T t -  '  “  th rc e -q u = .'- te «
01 t h e  N . E . I .  n a t i v e  a r e a  w a s  p la n t e d  a f t e r  1 9 2 4  t h e  c o r r e ^ n n n d in l

- d ‘L  s ; S n “ S

• l.R^.C. Vol. 15. pp. 7^77 ’ «thcr rtasou*.

M ala yan  estates and sm ailhold l^ gjw ’i r ^  S J ^ 2 ^  producUvc capacity of
(January 1947) position of the Malayan smaUboJdr« ^ 
fn u .d  caforcmcnt of th« planting
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,  were presided over by ihe then Economic 
T ew eL ry  o f State for the Golomes. who was 

j,ijer to the Britisl M alayan delegation. Accord-
fctoder and '’““"S of protest came from any British m em b er ;

„die minutes n ^  important cash crop grown by smallholders

r - T p —Hofthe possible high pr^cew I memorandum ako

mnaintain its hegemony over synthetic lubber.

IV

While the respective merits o f new planting ” ' 7 r
f a  1934, of academic interest only for tlie individual producer
Snce,with the exception o f the 5 per cent, new planting in >
mtnsion of the planted area was forbidden), the relabve advantages 
lilliese two methods are o f considerable general interest.

The need for replanting on estates arose from two 
a«ies. First, by the early 1930’s a substantial part ot the older 
Ottte acrcage in Malaya, Ceylon and to a lesser extent m the 

was showing signs o f retrogression. In M alaya an appieci 
■fe part of the estate area yielded only 250 -300  lb, per acre or 

less. This retrogression was the result principally ot soil 
"w™, of loss of stand through root diseases and o f excessive 

out. Secondly, the development o f superior planting

of comment cannot be explained by pteoccupation with tl.c  revem s 
IMO, iis a .e  s^e„d , a .e  a W  were circu lated before the G erm a.i offe™ 

Moreover, the decision was, broadly speaking, U.e contmual.on of Che 
*kich had been in force since 1934, ' ,  . . ^

1 .* .  “ »™ »1 ' ' ' iO '" "  »  “ S S " !  ‘ t*' N-E.I; Government ni ght
opposed the maintenance of Uiese provisions fi>r a  third period of res

■ " "  end ot 1943).



material, capable o f producing tJiree to five times the 
yield o f the old area, rendered the replacement o f the latter nrrA 
able, even after allowing both for the capita! cost and 
loss o f income. “•

The cost per acre o f replanting varied greatly on differ™ 
properties. According to an estimate o f the R .R  I M in? 
the cost from felling the old stand to the maturity o f the rcnlanw 
area ranged from 140 to 230 Straits dollars per acre, with oerh „ 
180 to 200 doUars the most general figure. Costs were 
lower m the N.E.I. and substantially (40-50 per cem.) higher i 
S'pen^U ' rendered planting operations m«

The cost o f new planting varied even more widely, as somctimo: 
.t was necessary to construct buildings, cut new roads and drai®, 
and put up additional fences (and even to buy land where Z  
producer had no suitable unplanted reserves). Speakinr vm 
approximately, the cost of new plandng was o f the same ordtr.i 
or slightly below that o f replanting ; the heavier cost of felling:
Dhntin’̂ ™® “  n roads and drains in „e,i
planting was generally offset, or more than offset, by the cost ol̂  
maMrmg and disease control in replanting.

beloTv « P '“ “ ed areas are usual,
v i r 2  iun“  f™'" "ewly planted jungle land, The soil iinde;: 
a n f  the i J i u r r  Sumatra is not particularly fcrtilt,
X  fL d  ra h r ' ’  o f .available
S s  t m  f e h  ■ productivity ; never,hclasi,
right 0 ^ ”  th -K ivatd
S  pL lted  o H  H especiaUy as much rubber has
O t e  £ d  crops “ der tapioca o,

o f i" e p tn iT ? s '\ '° L 7 h “ f
replanted area is, by definition, tied “ sfil o n h “ ‘' “*''"' Iv 
existing plantation, and throughout the E w  Pm '""!
been planted on unsuitable land such a, .  V  ’/  ’ f  , 
infertile soils. Imnroved  ̂ , '̂ ’‘ '̂““sted, eroded or
budgrafts, as well as labour and manure^’ l''''''®/ 
wasted through replanting on infertile
manunng i, generally necessary for succerf.l ' “ '“'7
very little is required for new plantinir Th;^ ■ wl”*'
enough plant food in the soil in most producing t c r t t o T T  rt 
the gro»,h  o f one stand of rubber trees, b u t* t i :™ r .U y  1: ' ^ ^
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■ rtrnuate growth o f a second Stand. Hence the

*"*nurine in replanting, even though the annual latex 
for ^ l i t t le  plant food from the soil.

were less in need of replanting smce they had 
Smallholding w root disease.

L s # « d f ro m  so retrogression in a few districts
ll^,rthel®, high-yielding material was nccessa^ or at
j e  planting ^essful long-term competition with those
P ' “ f ^ w t e  ben^^leplant^ed with modern material. ^  
r»>® "Tanting (unlike new planting) is entirely unsmtab e
“ ‘‘r ' S e m e n t s  o f the smallholders, being virtually impossib e 

T S i n g s .  M oreover, it was becoming increasmgly 
t e n s i o n  o f the smallholdings area presented no

r S t i t f K r t ^ d  S —  S e o

r  o \ n : S : : r i a r  i s " ^ ^ ^  r
Vbc remembered that rubber cultivaaon by smallholders takes 

t o  S n g  out o f the soil. A  derehct smallholding revert, 
■•secondary jungle with H evea  seedlings predominating, and in a  
C ' ' t o  is as suitable for native rice- ° r  ru b b e r -g ro ^ n g ^  
Wore. Ill certain areas, especially in the ^

ljungle of rubber seedUngs is actually beneficial, as it helps to keep 
'm k la n i, which once estabhshed over large areas is '
dtar, and also because rubber forests are less hable to burn than 
niEt other jungle plants. A  shifting cultivation by smaUholders 
laight have entailed some administrative inconvenience ; thougn 
it is certain that movement would have been on a small scale, 
m t  smallholdings continued to yield well for long penods, and 
i!«extension would have been required largely, although not wholly, 
in order to take advantage o f high-yielding material. On sma •• 
iioWings new planting thus appears to be socially, as well ‘ndi- 
vidually, much more desirable dian replanting. There might be 
Options in individual districts where land is scarce, pardcularly 
® t^ylon and in the Settlement o f M alacca in Malaya.

Tjie balance o f the argument between replanting and new 
planting is less decisive with estate rubber, where past methods ol 
fi*5tivation had made greater demands on the soil and where, more- 

the construction of buildings and roads is also often requirec. 
i   ̂would appear, howe\'er, that in the territories with huge areas 
1 „ jungle suitable for cultivation, there is room for sub-

Ûal new planting before the absorption of additional land cou
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be regarded as sufficiently important to offset the disadvantases 
replanting, especially where it involves tlie wasteful use of first-cl 
planting material on poor soil. Tliese conclusions are reinfOT̂  
by the danger o f a temporary shortage o f rubber through largc-sc  ̂
replanting which materialised to a certain extent in 1941



oiTFRIA o f  r e g u l a t i o n  N O RM AL ST O CKS  
® a n d  e f f i c i e n t  p r o d u c e r s

I
iQ f̂i the Rubber Manufacturers’ Associatioa o f 

formally addressed the I.R .R.C . for therr
l.taenca (R-M.AO^ producers.
^  on, or defini .  wished to know the Com-
ly implication the m. reasonable return to producers.
^„ee'sv.cw onapnce ^eldmg^^ reasonable, as these matters 
He manufacturers q u e rp  moreover the Committee’s

s ^ “ £ H 9 ; r I s = r . v s r s

i= x .  r  s z r ™  = f  ” » E S s
«4> the p * e  o f rubber rather than w.th the 
This attitude is best illustrated by the decision a
otllie  Committee during the first h a lf of 1939. - a or sliffhtly
.™ 1» -  and were fa ltog  fast ; the price
Wow B(/. was considered unsatisfactory. In statistical
«ti„g in February 1939 it was argued that w hJe'the stattsM J  
ITOiion would justify higher releases than the 5 per 
fcring the first quarter, such a  course would not J 
fc current prices. In the words o f the ^ya,
Wtgation : ‘ . . .  he had consistently mamtamed that p ^  
W a primary consideration in fixing the °  ™ ™iiiirUon 
™ly weapon in their hands was the effect produced by * e  ^ du  
'’fstocks. Considering the general trading situation e e ‘ ,
Pri« of rubber was unduly low and the Committee were entitled

i  to interpret this low price in terms o f sufficiency o f stoc  ̂ ^
i ’̂ fer therefore that a further reduction in stocks was req

1 1.R.R.C. Minulss, p. 2005. 
191



In short, the criterion o f normal stocks was a price consid ] 
satisfactory by the Committee, though ‘ price was not a prim'*' 
consideration ’ (as distinct from ‘ the effect produced by the rpj** 
tion o f stocks ’).

Several interrelated aspccts o f the question o f normal sto* 
deserve discussion : a quantitative estimate or definition of n„ 
mal stocks, their relation to the market price, the distributio' 
of stocks {geographically and between different classes of hoHert 
and Its influence on the price, and lastly, the relative responsibilitio 
of the Committee and of the manufacturers for the maintcnaia 
of a given level o f stocks.

It is reasonably simple to estimate the stock o f rubber needed 
at any given time to keep the machinery o f production, shipment 
distnbution and absorption running smoothly, and capable 
looking after seasonal variations and small disturbances. In tl« 
mid-1930’s this stock figure, including stocks afloat, was ven 
generally agreed to be an amount o f rubber equal to five or k '  
months absorption. This stock is, however, compatible with ividely i 
different pncra. Tlie price may be such as to balance currcnl 
absorption and exports, or it may be more neariy in accordance 
with underling long period trends ; early in 1929 exports and the

W ei coT h P * '  but this
™ ™  for long as much additional

On extreme assumptions a 
wo L  h fl "'“I  which any change in capacity
without anv h ”  T "  of price!
Th n e w  would be unanimous on
u n a lte re d ^  h " ™  ‘" T l ”   ̂ ■cmaiB
p ? o lc c t ’ T n  ora"!- ^  >he new low-c«.
T a  change r  in price would be accompanied
f e  prke S ?  even ,h “ ame for

stable even if stocks are comfort Kl P°®“ 'on is not neccssanly
running smoothly and the price is no''t machine
Some participants in the m-irkel^m J  equilibrium level.
accounts and speculate say for a rise fn price' ‘  *P"™'““'''
whenever a speculator buys forwartf mhK. exceptiom,
amount o f physical rubber is frozen through a "’ ®
o f the dealer who has sold forward
rubber (rom trade users and leads to -i r' ■
price should elicit more rubber and thus readjust’^SiTposM o^jtuI



r .his could happen the rise in pricc is likely to set up the 
l^gbctorc runaway market may develop,
0? ' “ “°" h war stocks o f rubber were held by procjpcers, 

„,lators and manufacturers, and it was a matter of 
M aV m en t at meetings o f the I.R .R.C  and elsewhere as 

r the influence o f stocks on pnces depended on their 
” * 7,  volume only, or also on their distribution between various 

I , nirticular on the division o f stocks between free and 
hvlr According to one school o f thought, stocks o f rubber 

'nrifcs irrespective o f their location and o™ ership ; 
“  e ° ‘"er'^opinion. the price was influenced by free 

'X r o r iy ,  rubber held by manufacturers is pracUcally never 
, 5  a n d  physical rubber held by dealers against foi-ward con- 
"ts would be released only at extreme pnces. Such firmly held 
^  were thought not to influence the price save m exceptional 
Sistances. W hile this opinion is untenable exclusive pre- 
otoipation with a total volume of physical stocks “ ay “  
mijlcadine. This can be illustrated by two examples, m e n  tired 
tall speculators decide to Kquidate their accounts they release a 
m U d in g  volume o f physical rubber fprobably lymg m the 
l’,K, or U.S, warehouses), and this will depress the pnce, even 
liiough the volume of stocks is no larger than before. O r again, 
manufacturers mav decide to hold a larger {or smaller) proportion 
4 their anticipated requirements in physical rubber and a sinallei 
!ar larger) proportion in the form o f forward contracts, and ariy 
cknge in available physical stocks is offset by a reverse change in 
^  supply of producers’ free rubber available for the market.

The answer seems fairly clear. The volume of spot and near 
forn-ard physical rubber is fixed witliin reasonably narrow hmits, 

this volume of rubber must be held by someone ; the view's ot 
*11 the pardcipants (producers, dealers, manufacturers and the 
P̂ Uic) determine the structure o f prices o f the various grades and 
positions of rubber. The process is not unlike that by which the 

t«niciurc of stock market values is fixed, except of coursc 
Pficc differing from long-period equilibrium as determined by 

't®nditions of absorption and o f supply cannot be maintained 
"«itfmitfly. It appears that while there is an obvious negaUve 
“Elation between the volume of stocks and the price o f rubber, 
"“<1 while it is possible to ascertain a physical level o f s t o c k s  which 

normally suflice to keep the machinery o f rubber production 
;«'> absorption running at an even pace, this volume of stocks 
“ “ mpaUble, at least for considerable periods, with a wide range



of pricra. Conversely, a price at or near the equilibrium 
may co-exist with different volumes o f stocks. For examni 
the end of both 1926 and 1929 world stocks equalled 3-3 
absorption at the rates o f these two years ; but the price was aJZ 
1j. Id. at the end of 1926 (average for the year b . Ilf,/.), an d a^  
7Jrf. at the end of 1929 (average for the year lOJrf.).' ’

Although the Committee was explicitly charged with the la* 
of reducing stocks, the minutes reveal frequent misunderstandb 
on where the responsibUity lay for determining tlieir voluJ 
From June 1934 to mid-1936 the Committee repeatedly reproachtj 
the American manufacturers for maintaining large stocks, wkid, 
were said to be evidence o f the manufacturers’ distrust’ of tit 
Committee. In the autumn of 1936 the Committee decided oi 
further stock reduction ; yet when a boom developed a few wccb 
later, the manufacturers were held responsible as they had allo.td 
their stock to run down. Instances can be found in the minutes i  
the Committee of one member blaming manufacturers for havini 
reduced their stocks and at the same meeting another membo 
declanng that the Committee would have to reduce stocks further,' 
On one occasion a member o f the Advisory Panel asked the Com. 
mittee to make up its mind on this subject and not to declare i. 
the same breath that stock reduction was necessary and to blam. 
manufacttirers for reducing their stocks. There was some partial 
larly acnmonious discussion between the Committee and the Pant 
in over the responsibility for the shortage o f spot rubta

™™bers blamed the man. 
1935 anri’ iqqfi allowed their stocks to run down durinj
o o i L T f .  i  have arisen. The Pane
of , Committee had ddiberately pursued a poLn

o f  1936“ ™  m a n u f a c t u r e r s  u n t il th ,
e n d  o f  1936. T o  th is  t h e  C o m m it t e e  f o u n d  n o  r e p ly
stoeb « u l f  “  the same answer should be plain Changes i. 
stocks result simply from differences between a W p t io n  .and ship

ag.|n.t Dec‘™ £ ' 'a W p f c ? i “ S d  of'th
• At ch. tin* o“ ,rc  P  ■ of alaorption.

bbmed the manufacturers fo? having 
1935 and thus having failed lo suniSvn S
fac t^ cr , wcrc rcproa^Ucd b y T E  same meeting the manw

The conftmon also runs tlirough the o^intaining cxceuivc stofks.
itu sa id o n  p. 122 : • During
of the Conunittee’* suggestion to the cont^tv • were being reduced iu »?■'
had (early in 1939) «>und rea«>n5 = ‘ Committee , .
and ihc Advi*ory Panel and for wnUnuing iL  GovcrnmM



both of which are outside the control o f manufacturers. 
*̂̂ ^̂ 'nuzzled and annoyed the Committee was the failure of low 
d falling stocks to result in better prices. They had expected 

^ ks as low as, say, those o f early 1939 to force up the price 
**°*siderably, and thought that a brisker buying policy o f manu- 
^  r̂s would have brought this about ; in fact it would have 

, tfansferred stocks from one warehouse to another. The 
iu facturcrs, together with all participants in the market, 
feflueaced only the price at which the stocks were held. The 
Committee could not easily blame manufacturers for not raising 
the price against themselves and thus reproached them for not 
increasing their stocks. Actually in 1939 the manufacturers had 
Bibstantial forward contracts to make up for their somewhat lower 
phvsical stocks and they thus supported the market just as much 
L'they would have done by holding larger physical stocks. The 
somparatively modest p rice' reflected the reluctance of the market 
to support higher prices at a time of great poUtical uncertamty 
wkn, moreover, the supply was highly elasHc, with the industry 
woridng at only a fraction of capacity.

II

The Committee was also unable to provide the R.M.A. with 
a definition in terms of costs and price o f an efiicient producer. 
Hie failure to provide a definition amounted to an admission of 
lit arbitrariness o f this concept, and of the mandate under which 
4e Committee operated.

One member submitted a detailed memorandum to show that 
tlie mandate involved circular reasoning.® ‘ Efficient producuon 
is production at a reasonable profit ; but profitability depends 
on price and the duty o f the Committee was to aim at a pnce 
level which was to be established by the efficient producer. . . . 
Supply was to be adjusted at {? to) a figure which would produce
* price remunerative to efficient producers. . . .  but if  the pnce 
» ■ • . an artificial one tliere will always be some producers who 
^scU at that price and make a profit ; which those producers are 
cannot be ascertained until the price is determined. On the otner

’ \V’hich was, however, still distinctly profitable to the 
«Uta who were the highest-cost producers, with costs much m fla t^  by c • 

The opening pages of Chapter 12 of the Histofy o f  Rubbrr passage
The quotations a r« actuaUy from the book. pp. 545-46. One p a ^  

^  aeinoraadum u  not reproduced in the book ; ‘ For some time
an open questioa whether th» estate is an efficient producer m  compe 

“ uve except under artificial conditiom.’



hand it is impossible to define a price wliich will remmicrat̂  
efficient producers until it is known what efficient production meaiu. 
The Committee was tlierefore required to define efficient produal^ 
in terms of price and to determine price in terms of cfficiê  
production.’  ̂ Apparently the circle can be squared after all;’ 
‘ Hie Committee surmounted the price dilBcuIty by conccntratiaj, 
on the stock and production side o f its task. No attempt wa 
made to control the price o f rubber. . . .  A t the same time g 
used the prevailing price as a barometer ; while a “ fa ir” priĉ  
was difficult if not impossible to define precisely, a price whici 
was too low to be remunerative or so high as to produce cxces>ivt 
profits was within limits easy to detect.’ ^

This is hardly satisfactory. First, as wc have already seen, 
it was contended that ‘ the Committee was entitled to interpret 
the sufficiency o f stocks in terms of price ’. A perusal of the 
minutes of the Committee leaves no doubt that the I.R.R.C. m  
influenced ahnost wholly by Llie prevailing prices and not h 
the volume of stocks, ^ lienever the price was thought unsatij. 
factory by the Committee this was regarded as synonymous witi 
excessive stocks. According to the leader o f one o f the delcgatiom 
‘ Price was the essence of the situation, and so long as this wa 
maintained at a reasonable level, it furnished the best guide foi 
the Committee.’ Indeed, the Committee was so largely conccrna 
with tile price rather than with the total volume of stocks that whea 
ever stocks were low but the price not high enough, stocks ii 
particular countries or in the hands o f particular owners wer 
said to be the guiding criteria instead o f total stocks. Who 
American stocks declined but U .K . stocks rose th is  was instance 
as evidence of the difficulty o f selling rubber, and thus of cxcessiv 
supplies ; while an increase in the stocks o f American manufacmra 
would be taken as a sign of ample supplies in the hands ofconsumt) 
and a cause of the inadequate price. Nor was it so easy to dcfii 
too high or too low prices as was implied. Eightpence was rcgardi 
K , I  price by the Committee in 1935̂ 31
but the N.E I. natives had to be content with lU-2</.»

P^cticc, the Committee did not act very difTerent 
from other organised controls of primary products. The membc

“‘""“'■I "’•> “ t

• Matters were not advaoced by another aft-™ . u  r  •• .
p,oduc^_», i  .0
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, of the economic sim ation and tried to secure
pcwDy profitab le to the largest num ber of estates, and
, price wwm  . w ithout danger from competing m aterials

^ nJ more im portan t, w ithout provoking too b u d  protests 
perhaps d je  Am erican authorities. I t  was

‘ ”r ‘a \ ta T u n d e r  restriction these were factors infiueneing the
• J  aloKitritV o f  d c in tiiid *  _

'"“m o n t h l y  or q u arte r ly  cost returns furnished by the British, 
T p r e n c h  producers’ associations, covering a  la rge  pro-

^ f  their m em bership , w ere frequently reviewed by the 
pi,rtioii of their ^ defimtion
Committee w hen  a tte m p te d  T he costs as re tu rn ed  w ere

, f f " r e r c S  I p r e S n  and  amortisation, A standard

«hcr Items to a r r iv e  a t  a l l- in  cobts. i  j

produced at costs withm 10 per cent, o f ^ arithmetic mean ^
and the median and the mode were close to decide
:»eigh.ed by ou tpu t). W henever the Committee h a d jo  deem^ 
»ho were the efficient producers a  len ient view v, M alayan
geaerally estim ated th a t some 80 per cent. » ;  t cost
ffld 95 per cent, of the N .E .l. estate output >"duded m tlic ^
rttums came from efficient producers. Accor >> estate
M  of efficient producers w as m uch the same ,he
producers. I t  w as occasionally  held  th at as *  . „ jj^^an d , 
0>rginally efficient producer w as also required to sa i 
Ike price must be such as to y ie ld  h im  a  reasonable return

' It waa not Ihovighl worthwhile to show A c an indication of
We year for what is only one section of the highcr-cost pr . estates included
1*16 order of magnitude, in  December 1936 the all-in cos - 
'« R.G.A. returns to the l.R .U .C . ranged from 4-50c/. “ 
qwrtile around 5-2(W. and the upper ‘ inciuded il..*

If locally-owncd companies and sm allholder had b «n  
'̂ ould of course have been much wider.



Thus as well as the average costs o f all estate producers th 
were the costs o f the average efficient producers and of the m'arBT 
ally efficient producers. The three figures did not differ mea* 
owing to the generous interpretation of efficiency and the la ' 
proportion of producers with costs near the average.

The following example, which refers to Malayan costs, illustratoj 
the position in 1935. It was assumed that 80 per cent, of ij 
producers were efficient.* The average cost o f the efficient pro. 
ducers was almost exactly 6d. ; that o f all producers 6-25d. ; thii 
of marginally efficient producers 6-75d.‘  Cash costs absorbed som 
i-50d.-4 -75d., depreciation charges about 0 -id .-0 -5 d . and araortisa 
tion about IW.-MOrf. T heyieldfor 1935 averaged 319 lb. per am
for efficient producers and 306 lb. per acre for all producers; fr 
the marginally efficient producers it was 294 lb. ; such deplokbly 
low yields were an inevitable result o f restriction. The averagt 
capitalisation of Malayan estates was assumed to be ;,f45 per acit, 
and it was thus easy to calculate a 7J per cent, return for the tiro 
classes of producer ; 2|rf. for the average efficient producer, 2 65i 
for the average producer. 2 75d. for the marginally efficient pro 
ducer ; the prices indicated were thus B gOf/., and 9M, ot 
which cash costs accounted for about one-half. These fignra 

P "  Throughout the yean
,. '"embers o f the Committee constantly referred to iht 

riihng pnce as definitely unremuncrative to the efficient producer; 
this at a time when three-quarters or more o f this unremunerativt 
pnce had to be taxed away to keep N.E.I. native exports withffl 
t h e  p c r r n is s i b l e  l e v e l

These “ St figures applied very closely also to 1936 and 1937 ; tht 
T h lT e r  h '’I ? '* ''  “  ' “ 5. but applied to
wer h “  ™ ‘he higher rcIeMwere offset by a nse in wages and the price ofequipm ent In 199
K r L r t ^ e d S *  7 “  ™>‘fficient to offset the adverse effect oftl.. 
1^ 19 3 7  t  ra / d  T ! ;  T  about a halfpenny per lb.
s M  b P "  - “* e r  than 7» per cent.

Producers' ideas o r f f l i r ' p ^ e l ^ r w U r ^p i  i c e  r o s e  w i t h  e v e r y  im p r o v e m e n t

c™;™; r v S j s  S : r  ̂  r - ”.hown m U,e R.G.A. rclurm would hav= col,
percentage of a ii estate producers. ^ substanlinlly larga

* T h e« figures were subscquentiy revised -r-..
shown below, p. 270. * correcied average coits an



M  Drice o f rubber. Just before regulation was intro- 
the P godsend ; on its cstabUshment 6 d .-U . was

6d. l a s t  and 7d .-S d . in London. The market
' ^ “' “hdow 7W. for the first two years o f regulation. When 

was reached in 1936, the inanufacturere were told that
*  ‘ ffirlent to yield a reasonable return to efficient producers,i,»«insufhcient y

t s e  s C p fy  beTween October 1936 and March 1937 
™IQ37 the High Comn^issioner for the Malay States stated 

1937 continued in office the Malayan

andbycconomising on supervision , estates shou
.  I l l  per lb . de livered  Singapore. Thts m ay  have 
naggeraticn, bu t the contrast is nevertheless in teresting.

A price yielding only a ■'rturn ■“dujtrv^^For the whole 
implies poor returns or losses to hall the industry 
/l935 and part o f 1936, on the shomng of the ™
IR.R.C., the price was insufficient not only to ." " " “ “ y e t
mum to Ihe average producer ’ but even to cover „„.,.adnE
tke great majority o f sterling companies, espccia > :„„ffective
i.Malaya, were able to p a y  dividends. This led to some ineffective 
criticism by manufacturers o f the cost returns. „cn'iUv

The output per acre assumed in these calculation * u„^cver 
Ĥe average production under restriction ; ’ R.G.A.

«plicitly stated in a memorandum submittecl y • •
« . « c i L  to the I.R .R .C . that the “ r J ^ ^ .V b e
average efficient producer in M alaya around „Hined on

as 400 lb. per mature acre.- It was 
*liat criteria these estates could be called efficien 
‘Wcled output o f 400 lb. and costs o f 6d. and ove ,

‘ Thfi same figure was also suggested by the “';-^I9 38  ^
iX l r y -  read to the Royal Statistical Soc.etj .n 

SUitlml Sm ty, 1938, part II.



smalUioldcrs could producc 45 0-500  Ib. per acre or more ve»-
year out, at little or no cost. The Advisory Panel
asked that the costs o f the native producers should be a llo w ?
calculating those o f the average producer. This suggestion
always rejected on the ground that no cost figures were availji
for smallholders ; it would have been more accurate to say that 3
majority had no costs, or at any rate costs which were onlv j
fraction o f those o f the notional efficient producers.

The ‘ reasonable return to the average efficient producer’ w,
only another aspect o f the maintenance o f a profitable jMu m
which was the primary purpose o f rubber regulation, as of o S
restriction schemes. A ‘ fair and equitable price, reasonabl,
remunerative to efficient producers ’ cannot be defined or riva
any meaning which is not arbitrary. It is possible to speak
the supply pncc o f a given quantity o f rubber ; this, too. ma,
be difficult to esumate quantitatively and would vary from
year to year. But at any given time and in a given state ol
prospent^f, it is a clear-cut and definite concept which the otho

'■ ““'■Pris'ng that the Committee neva
h Z h  ?  American manufacture.^

though It related to its primary function.

HI

w h o ^ w e r f t f  ■" “‘“=™P'ing <0 determi.e
l e k  T ie  r  analysed from another
S l t «  t  identified the industrv ™th tk
output’ o f P™«ic«l>y one-half o f the worH
S o d f a n d  ™ “"*>olders with very ditTerct
dispense verv laro*l° P™duction. In particular, the smallholder!

hierarchy on whiclf °he“ e” ateT rdy “ P'"*''"''

t h e l t “ f  I ' r E t " ' ®  •*’'= “

and otates. but this does noj^reatly ^L^'isTu':'"'

X :-J o rta ’
M andors (foremen)
Estate contractors and their labourers P ^ -E u ro p ean  
Conductor(s) ; estate clcrks and dressers
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manager(s)

medical" officer, visiting accountant European 

Agency firm
S e c r e t a r ia l  firm 
Board of directors 
Shareholders

, „„rtice there are often further links in the chain. In the 
'Luction of the same commodity the smallholder and his family 

isted at most by a few outside tappers, who may, m some 
tawces be supervised by a resident foreman or caretaker.

There is also a somewhat similar contrast between * e  amount 
i«„ipn.ent and materials absorbed by estate and smallholders 
p r l c L  respectively. Estate requirements which are usually 
L  needed on smallholdings include buildings for the housing of 
4e labour force and the staff, as well as various sheds wfcch are 
« tim cs elaborate ; cars, lorries and petrol ; sheeung batteries 
k  the production of sheet rubber, and small engmes to operate 
them; lighting equipment for staff quarters ; and many other 
ilrms. In the use o f coagulating acid alone is the posibon reversed 
4! ihc smallholder requires more acid per pound of rubber produced 
lian does the estate. This, however, is a n e g l i g i b l e  excepuon.

It is often overlooked that differences in costs o f producura, 
pinicularly when associated with such widely different met s 

; of production, reflect the different claims by the producers con- 
ctmed on the available stock or flow of real resources, pnncip y 

labour and equipment. This point seems to be 
iehquent references to the excess capacity with which the ruDoer 
industry seems to be permanently saddled. Tins capacity is n 
komogeneous. and the operation of certain constituent e em 
•f Hie total absorbs many more real resources m the f  

! rubber than are required when the output is derived rom o 
1 P'oducere. The indiscriminate references to excess capacity tend 
'»obscurc these issues. , .

TTie two principal weaknesses o f estate production,
PTOisely of production as organised by a large section of the estaK 
adustry, seem to be. first, the heavy overhead costs resulting 
"•'maintenance o f the elaborate hierarchy, and secondly, re™
*  a large number o f hired labourers for the performance o 
""'ly simple routine operations. These disadvantages are no



offiet by liigher yields. In fact, when producrion was unrest' 
annual average yields per mature acre on Malayan sraalUiofc  ̂
were 12 to 30 per cent, higher than on estates. ^

The ability o f the smallholders to produce rubber with 
limited expenditure o f real resources reflects the comparative 
o f rubber growing. A ll phases o f rubber production, from'fc' 
planting of the seed to the smoking o f the sheets, are very simple 
easy procsses. Indeed, so easy is it to plant and maintain fc 
trees, to collect the latex by a simple incision in the bark otfc 
tree and to coagulate and mangle it that in M alaya even somerf 
the a b o n ^ a l Sakais successfully produce sheet rubber. Tla 
considerations partly explain the often genuine perplexitiB of tin 
I.R-R.C. and o f others in trying to locate or define effiden 
producers.'



C H A P T E R  H  

C R IT IC A L RETROSPECT  

I

rrUE estabHshment, machinery and history of the international T regulation scheme well illustrate the pohtical and
iiristrative ^tractions o f quota schemes. The objections to 
K  e i r i ly  arbitrary quota and assessment mactanery were 
L trd lv urscd before 1934, not only by outs.de obser\-ers and 
E „ e n t adLnistrators. but also by some leading represematwes 
K  estates Nevertheless in the end this machmery came to 
k considered the only administratively practicable and pohtically 
iMbkplan promising an early return o f prospenty to the rubber 
mducing territories, together m th  a restoration of dep eted govern- 
E revL u es. As such it was first cautiously accepted and soon
definitely welcomed. , i- .

Regulation raised prices by restricting output a n d  prohibiting 
.jtmtiiiE; by eliminating competition it maintained the status quo 
ad suved the high-cost producers. It thus resembled the 
itlirr national and international restnction schemes winch marked 
(conomic poUcy in the 1930’s. The exclusion of newcomers through 
fc prohibition of new planting barred entry into an indushy paruc- 
t l y  suitable to thesmall man, whether European. CUneseornaOve.

The freezing of the industry was more complete m rubber than 
(Kbps in any other major commodity. It was, moreover, 
pinicularly harmful, as the industry was virtually m its inlancy, 
‘ilk costs on an unstable basis and with most major questions 

:*ftehnique and organisation still undecided. Some ®
mature area under rubber in M alaya at the end o 

•ad been planted since 1910  and three-quarters since 1913 ; some 
I*"® of organised restriction had been in force for at least some 
[“mths every year between 1918  and 1928 and again alter isa j. 
!»lkat some nine-tenths o f the 1940 area spent about two-thirds 

I® tappable life under restriction, and for three-quarters me 
^portion was about four-fifths. The corresponding proporuom 

other territories was o f the same order. ̂  The uncertain y
I Stevenson schcme did not apply outside M alaya and

rubber in other lerritoncs was p ^ t e d  y
maturity only shordy before the ealablishment of the 1934 schem
iatroduclio:



surrounding plantation technique and organisation was the  ̂
bined result of the very rapid development o f the industry'̂  
longevity of the trees, the prolonged periods o f compulsory r .̂ 
tion, and to a lesser extent o f tlic very easy profits which m 
being made up to 1929 and in a certain degree after I934

The immaturity o f tlie industry not only made restricfii 
particularly undesirable but also emphasised its inherent arbitd 
ness. Restriction is particularly arbitrary where costs and tcchnifd 
are rapidly changing, and where a large proportion of the outw 
during the years adopted as the basis for quotas is derived 
high-cost producers who, in the rubber industry, already had ba 
for several years sheltered from competition. The existence f 
estate and smallholders’ production was a special feature ofrubtx 
regulation enhancing its arbitrariness. The crudcst ideas hav 
always been prevalent about the efficiency and soundness ofik 
methods o f smallholders, who were entirely unrepresented throû  
out the operation o f the scheme ; their substantial under-assessma 
followed almost as a  matter o f course.

Qjiotas and assessments may be deemed fair if  they arc pi 
portionate to the unrestricted outputs o f the different classes, 
producer at the prices ruling under restriction.^ Although iIk 
cannot be allocated on such a b^is, a much closer approximaa 
is possible than was ever attempted under regulation. ln« 
nationally the quota o f the N.E.I. natives, and internally 
quotas o f smaUholders in Malaya, the N.E.I. and Biitish Nor 
Borneo were patendy inadequate, whether on the basis of jx 
performance and mature areas, or on any reasonable assumpts 
about their probable outputs at the higher prices visualised w i  
restriction.

A large measure o f transferability o f export rights and coujS 
was permitted in the major producing territories (thouKh not betw 
Ktate and native export rights in the Outer Possessions of I

in order to concentrate output on the properties ofl

r f  r e s i n " i r  r " -  * c  stereotyping c5
L b s ta n l i l r '  this did not take place on a
s e v e t u l t e ?  c o m p . n i c .  o«r
and the closure^ f  concentration o f production on so
and the closure o f others was sometimes considered, the fear o

* It wUl be realised ihat fairn«s is herf* .  ,
in output from the unrestricted level at the mn.T i ^  proportionate reduc
take account of the dependence on rubber o rd iffl'' ,  ,
fmancial position.  ̂ciifFerent ci^scs of producer or of t
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„ „ „ e n t s  and  the difficulties of tram ferring staff 
Ruction in the contingency of a  sudden nse in  the
^  tobmit. “ S ' *  „  revented such steps. W ith in  each agency 
^rfrc lease . usually  p m easure, bu t the

p»P loss of id en tity  o f the com panies acted as an

Snoi'ial deterrent.

II

, nm okteness o f contro l over suppUes (the scheme
By the „ o r ld  exports) and  by the notonous

^  dem and  for rubber, the power of the
KliBticit>- 1 A m erican  suspicions and  the pohucal

™  f“™  f  « „ e ,  however, restrain ing factors,

f e r s .  J “  * : pS =

„d l„ a search for substitute decisions by
The Committee w as _ ti„ ,la r ly  by the costs

[tecos. returns of producers’ m a jo r i^  on the
i< British producers, who, as w ell “  ® f  j,jtate producers
Committee,̂  were s t ill m uch the larges g  |Q35_39 the British 
M  had die highest costs. For the penod 1935 
Spira showed average a ll- in  costs of a iou n  ^

: MS were sligh tly less, and  the ;  ,j (he British figures,
ii reason to believe th a t tliese d a ta  cspe y  at
ihowed excessive costs, since ,  T he Committee,
Smej when the p rice  w as below  the cost figu ■ as
tewcver, accepted the figures, an d  on occasions g 
ttilematements ra th er th an  the rev-erse. .fc^ ien t producers

The in terpretation , or ra th er dcfim tion , of P™
(» whom regu lation  w as to ensure a  reasonable return)

n n  a  w r f c c t ly  co m p e tit iv e
'The rehmc waj a compkK monopoly a iiKligibl' propotiion

>I»™, mce radi individual seller coounued to P™*““  “  ?
■'toil supplic, and individual demand curves were ,he

■WiO. two ejcepUons the votins members oflhe <j
importance of this was much less than u often ass 

f: 'Detail! ate shown on pp. 270-71 below, „,„„.iora of the frane.
The French estates had. even before the • n o " ' ' '  5‘' '  “ “ , j  ,a l  been the hi«hot.

lid *“ t.cost estate producers, while in 1930-32 t eir  ̂areas, and the fuller
. tlevelopment largely reflected the gradual maturity tJ industry of french

J  S S ;  voting area, tapped in the early J^^heavy subsidy e»»bli.« »>
I seems to provide an authentic ease of a definiicly comp<-»‘‘"«-
* ind^try ,0 ,  ,i„mp „ d  subsequently to l>erome



extremely generous. In 1937 the yields to be expected frotntk, 
efficient estate producers were estimated at 400 lb. per mai!!! 
acre in Malaya, 375 lb. in Ceylon, 450 Ib. in the N.E.I. 4Q0T  
in French Indo-China, 350 lb, in British North Borneo, 230 Ib ■ 
India and 220 Ib. in Burma.i It will be recalled that smallholdij 
produced sustained yields o f 450-500 lb. or more at little or 
cost. Admittedly they probably could not have satisfied 
entire demand, but the margin between their output and {M 
quantity demanded could have been filled easily by genuii3  
high-yielding estates. To assume 400 lb. (at costs o f ^d. per ly 
and over) as the unrestricted output o f efficient estate producett 
was to deprive efficiency o f all meaning. Moreover, in orders 
give a ‘ fair return ’ to these efficient producei-s another 2\d. had 
to be added to the costs. Thus it was that after the N.E.I. iiativs 
had for two years been producing large quantities o f rubber for 
a total net return o f around \{d., the minimum which was regardd 
as yielding reasonable returns to the efficient estate was Sd.̂  

The passage o f time did not bring about a revision of the defi­
nition o f efficient producers. By 1938-39 the successful develojy 
ment of rehable planting material yielding over 1,000 lb. per acn 
was an accomplished fact, but the unrestricted yield o f the efficiea
S n  still stood at or bcloi
WU lb. Meanwhile, the planting provisions o f regulation severely 
restricted the use o f high-yielding material. The succcssive iovo 
tigations between 1931 and 1938 into yields ^md conditions 01 
smaUholdmgs m Malaya, the N.E.I. and Saraw^ak, had fount 
average yields 25-30 per cent, above those o f ‘ efficient estate 
w  very ow costs and far lower bark consumption than hat 
teen expected. Nor was there any prospect o f an early decH. 
.n these yields, since the life expectation o f the holdings appears

per “« “ ■> “ "I*
yean the comparison is of P « io d , while for ihe sM
mature area was out of »ann- interest, as an appreciable proportion of tb

yield. rf™ >iihoidi^‘S y r t h r N F r ‘“f i ‘’“thoK of “  N.E I. and Sarawak wi.,„ dcfinildy liighe, ■!.
o t a w  m Frend, Indo-CLina m o b S  ‘T ' ” ' " '  ^  ”
by the American plamaiiom on thp V n  *“Shest yields among eslntw. follovrt 
m ate , mere, w ia, Malayan a t ?  „ ^ T n  ^

• Estate spokesmen are understand2W „ - “ tatcs next.
is the only efficicnl scetion. Thuj in n r l  that iheir side of tJie iiiclusH
senutives stated in 1937 that ‘ i h e V f f i S S  I-R .R .C ., the R.G.A. repr
Estates, could produce in excess of their auotL°yf^'^“ ^  Industry, i.e. tl
mcnt.' „/ fA, /.ff.ff.C. Henewal rcn cv^ cd  agrti
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Arain every time a new la dang  (dry rice dcaring) 
j  C r b v  smaUholders in Sumatra or Borneo, a new,

‘ "'*1 J o rubber plantation could be established without any 
|j.,ieWing notional efficient producers were entirely
(lional cost-  ̂ smallholders or the high-yielding
r C  «erc usifg large uantities o f labour and capital 
'" v .h S s ts  reflected their extensive use o f real resources) with 

smallholders could almost entirely dispense to produce

'ffr ft t rd a T m td ^ o n  behalf o f restriction schemes that they 
to stabilitv. The establishment o f rubber regulaUon 

S rse iv e  to eUminate, or even to diminish greatly, the instab.hty 
S iT e r is t ic  o f the industry. The foUowmg table illustrates 
ffne of the continued fluctuations.

T a b l e  I

(a) in the London P r ice  o f  R ubber, (i) in  Ihe V dm s o f  Malayan^ 
kmlicExporls o f  Rubber, (c) in  t lu  E am m gs o f  2 s R ubber Compumes, 

{d) in  M alayan  R ubber E state E mployment

(a] r  ^  W 1 W

( S 7 X - )

7'6 , 4-2 i  6-2
6'8 ! 5-2 C-0

.. . .  11-1 ! 6 '5  : 7-7 , 208
m '  13-8 I 6-8 : 9-5 | 341
m  8-6 I 5-2 I 7-2

12-0 I 7-6 9-0

208 360 302.

™  ' 3 «
iq q  , 315 , 296
261 ! 529 324u-u ' ix> y-u ; ac.

14-0 I 10-9 ! 12-1 1 450  1,078 ,

'"nise 25 sterling rubber companies operated m  M alaya,
{«■ miiDg on 31st December. They have been chosen a i
: « * . «  The figure, shown are their aggregate gross trati.ng pronts

Hus in three out of four calendar years o f restriction before the 
mbreak of war tlie highest price exceeded the lowest price by 
Wi two-thirds, and in one year the maximum was over doume 

imnimum. Again, the value o f M alayan rubber exports atte 
by over two-thirrfs from 1936 to 1937 fell by more than two- 

6ftlis over the next year. There were also very marked fluctuauons 
® mbber estate employment ; in M alaya the n u m b e r  of worked

by over one-quarter from the end o f 1936 to th ^ n d  of 193/ 
'0 fall by over onc-seventh during 1938. These various



figures do not suggest that the great disadvantages of restriaii 
were compensated by stability.^ ^

III

The years which have already elapsed since the effective oj 
of regulation make possible a more detached discussion of so# 
specific issues o f rubber restriction, much debated before 1941 aj, 
in one instance even subsequently.

Tlie equity o f (he operation o f restriction between estates ami 
smalUioIdings was frcquendy raised by the Rubber Division oftli 
U.S. Department of Commerce, which rightly pointed out tha 
this was a matter o f concern to consumers since supplies at higl 
rates of release were greatly influenced by the equitable intmil 
distribution o f the quotas. This issue was also often, but fruitlealj|j 
brought up in the Batavia Volksrmd. Before judging tlie equity 
the scheme, two considerations must be remembered, whose weight 
or relevance may be disputed but which greatly influenced csatt 
representatives.

First, the plantation industry was developed by the estataj 
whose representatives felt—and occasionally still fed—rescntmtM 
against their increasingly efrective smallholder competitors. Tt 
ratates have often over-emphasised this point, since the real pionca 
nave mostly gone, generally after reaping a  rich har%-cst during i 
number o f profitable years. Again, in M alaya at least, the smil 
hoWcrs were so greatly under-assessed during the Stevenson schem 
that any debt owed to the estates could be regarded as having bffll 
fully repaid by 1928. Moreover, the displacement o f a gi«. 
ttchmque by an miproved version, based originally on the W 
thnnlJh "̂ 1 ^ "1“™* development in industry and agriculton
though naturaUy always deplored by those who have to fS e  succc
n i r T  “ ■ brought higher rubta
c X n  of t h T ? r “  ("-i* the important o
w ^  f !  N E.i  native producers between 1934-36) for la
Wgher i l c o i ^ ' t  t  ^maUholders c o l  enj.n gher incomcs by sdhng coupons than they could have earned

'  I-R-R.C. ii2d a difficult ^  v ,pro^ ty. y«, cjKcUihr in depewiejce of nibbet on .
w k li one o f th e ow m b en  “  d i ^ u b  '

regu ladon  K hcm e h ad  done woB^a^ u n d «  th at <
a sm oo  on Dr. Rat’i paper Jm nu t»{ikM a Aflkoh wuaiioaBO'



■ „ e s  in tlie absence o f restriction. They also benc- 
jpinS from increased government expenditure on

“ ‘'oMWerattons' do not, however, alter the fact that the 
? ® f  r S * t i o n  were very unevenly divided between estates 

? !  MiMS to the disadvantage o f the latter. The relative 
f “ f im o n t  o f the smallholdings in Malaya, the N E.i, and in 
jtr-asessm beyond dispute. For M alaya this is

w  comparing the shares o f estates and of smallholdings 
r l l J a y a n  quota with their respective contnbutions to output 
f  t e  tatroducUon o f restriction, or by companng their assess-
*  with their relative outputs per mature acre dunng

or by contrasting the quotas o f estates and smallholdings 
heir production during 1929-32, from which it em erge

£ i  t h e ^ ly  years o f restriction the smallholdings received no 
i ltu re  aUowances at all.“ The undcr-assessment o f the N.E.I 
Btive producers was an interHationally agreed feature, since

=«ted in the course oC the r^ tncuon “ gouauon 
lilt an N.E.I. native quota anywhere near their capacity at p 
■deregulation would be so large as to destroy any chance of 
« g rX c h e m e , The exports o f the N.E.I. natives d i ^ g  the 
®ly months of 1934 compared with their actuiJ quota make 
feir jcvcre under-assessment quite plain, and this was a 
^Billed by the N.E.I. authorities. This under-assessinent agai 
wrgcd clearly in 1941, when the N.E.I. natives, alone ol a 

of producer, exported the full amount called for by the high 
•deases of that year. . ,

The relative merits o f replanting and new planung were aiso 
teood up with the fairness o f regulation as between estates an 
•Blllioldings. By prohibiting new planting after 1940 the uom- 
•itltt assumed a grave responsibility, since owing to t e ong

between planting and maturiry a sudden °  .™
•lot quickly be rectified, and the demand for rubber i=.
^  to be unstable. Ou all reasonable assumptions (he p o t^ t  

capacity was in excess o f demand, at least up to ,
V t o  an A m m can coasular dispatch in 1939 ; the

c o u p o ., ,  a »  a  p c m io n  . . . « < i  w o u ld  a l c M .  c ^ v  o b j « : .
cC COOBO!.’  R ,ikr  .V o i 'j  U or, 1 3 th  D e c tm b e r  1 9 3 9 . „

-  ■■ t.guUtio„ tn«hi„e,y i« -M alay., th, - r io »

P*amm k c iu  an  incvitaWe feature of rubber ro m a io ii. ^



but with a sudden increase in demand the price required to du, 
out a large proportion of the capacity might have been 
The prohibition of new planting also made sure that for nia 
years to come rubber would be derived from existing plantation 
many of wiiich were pooi\ The yields on replanted soils a 
generally estimated at about 10 per cent, below those on nen* 
planted soils ; moreover, estates frequently replanted on partia 
larly poor soils. Again, many plantations, both estates and sna| 
holdings, were lied by the plajiting provisions to the unsuitafcl 
soil on which they had become established. There was, ofcoun 
also the loss of income from the old stand, which together wiihih 
technical impossibility o f replanting successfully part of a peaa 
holding, meant that this method of maintaining or expandî  
capacity- was not open to the lowest-cost producei's. There waj 
virtual prohibition o f all new planting during regulation ; success 
replanting is impossible on most smallholdings, while it was unde- 
taken on a large scale on estates ; as has been shown in consido- 
able detail earlier in this study,^ there was implied here an aci* 
threat to the position o f hundreds o f thousands o f smallholdetj 
Though it is difficult to say to what extent the planting provisiot 
were definitely calculated to do so, they have gravely impaird 
the competitive position of the smallholders, and in fact threatenri 
to jeopardise the whole future o f the smallholding industry’. Tk 
provisions are s t i l l  { Jam ia iy  1947) in f o r c e  in M alaya  and  m ay y e t  endanff 
the w hole fu tu r e  o f  the M alayan sm allh o ld in g industry  ̂

This discussion of the equity o f rubber regulation may pcrhapi 
be fittingly concluded by a brief reference to the reaction of th( 
^iatics to their treatment under restriction, as revealed in numeroiJ 
interviews with Malays, Chinese and Indians in Malava in 1944 
Several Chinese rubber dealers, as well as some Chinese and Malî  
rubber uistructors (junior officials o f the Rubber Research InstituJ 
of Malaya), said entirely without prompting (and of course i 
individual interviews) that the planting provisions o f rubber reg» 
lation gravely threatened the future o f the smaUholders ; one f 
the Malays said he thought that with these provisions the small 
holdmgs would be reduced to insignificance in about twenty d 
tlurty years. They also said that these results o f the planW 
provisions were common knowledge among educated Asiad< 
interested m i-ubber. One Chinese rubber dealer and one brant 
manager of a large erepcmg enterprise said tl.at it was well kno«

‘ Chapter 12, above.
■ They have repe.led vtry recenilv; cf. p. M2, b d o „ .



revisions embodied an attempt to dim im te the smaU-
• favour o f the estates. It would have been gratifying 

in a position to refute this contention. But it was
* .A do so, since this result o f the planting provisions had 
‘ “'"htaKd at very broadly in  a leading article o f the Strm ts T im s  

I „  19th February 1936.
Hid the under-assessment o f smallholdmgs escape the 

 ̂J t io n  of the more discerning Asiatics. There much dis- 
i S U n  among the villagers over specific aspects of the ass^m ent 
K in e Jy , notably the assessment o f young trees on a p rth  ba îs 

U>' absence o f individual inspection of the holding But 
invoicing of systematic and bitter criticism was confined to the 
E d u c a t e d  and alert individuals, mosdy, but not exclusively,
' 10 Chinese The writer was told on several occasions that it was 
Widely realised by educated Asiatics throughout Malaya that the 
 ̂mchinery had been operated in favour o f the European estates and 
jiat the Asiatic properties, especially the smaUholdings, had been 
msly under-assessed. The unsatisfactory manner m which the 
nsriclion machinery had been operated m M alaya was attnbutrf 
in- several persons to the great influence o f the General Ad^sop- 
dmraiittee, to whose one-sided composition reference has already 
bttn made. This particular criticism was not confined to .-\siaucs 
Md was shared by senior European officers interviewed m 
Maiaya.

The attitude o f officials to the rubber-growing smaUholder was 
itongely unsympathetic througliout the 1930’5. especially m 
Milaya. This is particularly striking when it is set against t e grea 
riministrative achievements in M alaya and against the anxious 
ott of the administrators for the welfare o f the Malays. e 
pamplcs may be briefly listed o f the many instances o f die un^m- 
Jutlietic official attitude towards the rubber-growing smalltioiaer.

saw the Controller o f Rubber, Malaya, rebuking the sohtary 
fqntsemative o f the smallholders on tlie General Advisory Oom- 
*tec for (rightly) requesting a re-assessment of smallholdmgs , 
lie fame official asserting that the smallholdings could not be unoer- 
*«®ed relatively to estates, since the average assKsments p 
««werc about the same (above, pp. 140-41) ; the Malayan S u w y
^cpanment instructing the inspectors o f smallholdings m 

f W n  to result in the heavy under-assessment o f smallholdi p  
™ve, pp. 94_ 95) . ^ame department advising
J*^ard smalUioldings under heavy natural covere 
t  '*“ ‘1 the passive attitude o f the authorities in face oi I le pn^ficcd the



presented to the smallholder by restriction'and the absence of 35, 
guidance tlirough the maze o f regulations. Indeed, in Malajj 
the administrative arrangements o f the 5 per cent, new plantij. 
of 1939-40 were such as to exclude the great majority of 
smallholders from the benefits o f this small concession (abo-.'t 
p p . 1 7 9 -8 2 ).^

Above all, we saw a fonner Economic Adviser to the Secreiait 
of State to the Colonies, in his capacity as chairman of the I.R.R,(i 
and leader of the Malayan delegation, giving his consent to completE 
prohibition of new planting and to unlimited replanting, at a raeetiaj 
of the Committee the agenda for which explicitly revealed the di$. 
astrous long-term effects for the smallholder o f such a decislaii 
(p p . 1 8 4 -8 7 ) .

WTien discussing local conditions the I.R.R.C. also oftes 
appeared to move on uncertain ground, especially when small­
holdings were under consideration. Thus, the leader of the N.LL 
delegation argued early in 1937 that an increased coupon \m 
to smallholders would lead to a fall in their output (above, p. 128), 
though it was clear that the contrary would happen, as low 
coupon prices were bound to bring about a rise in the pricc oi 
uncouponed rubber relative to coupon values and this wouli 
stimulate tapping, as was indeed amply proved in 1937 and again 
in 1941. This unfamiharity with matters in the East also led th( 
Committee repeatedly to assert on important occasions that outpit 
was unrestricted when smallholders’ coupons were worth one-ha! 
of the market price o f rubber. Ignorance o f local condidons wa 
also partly responsible for the frequent and fallacious asserdon 
that the high prices of export rights were responsible for rurt 
unemployment during periods o f low releases.

Many of these examples show that officials, research workei 
and others closely connected with the industr>  ̂ still regarded tk 
smallholder as a minor and rather inefficient factor in nibb< 
production. The industry was too often regarded as synonymoi 
with the estates. The estate representatives controlled the admir 
istration of rubber regulation, both on tlie I.R.R.C. and withi 
the pnncipal producing territories. The control wliich rested 
the C1V3I servants was nominal, for they were usually unfamiU: 
wiih the issues mvolved. But their presence on the various boari

1 As wUi be »hown in  dc.aU in  Chapter 16 bdow. th e officm of Uie R ub b er Resear 
InslK uie of ̂  a y a  w ere no. only ignorant of the problems o f ih e em ailholder but aclua
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■wrs absolved the estate representatives from respon- 
decisions taken, and also acted as a protecQve screen, 

^llitylor 'n the smallholders would have been less
■' ® " " IrT Jated  i f  the whole machinery had been adminUtered 
i^uitably without the semblance o f official control

responsibility for equitable management clearly placed

’'*’a frrfu rth e r specific controversial issues need be dealt with 
1, flv The British and Dutch Governments and the Gom- 

'■ w e  freauendy been blamed in America for the maintenance 
I? t o n  S te r the outbreak o f war. Much of this criticism 

^Tadvised Until the summer o f 1940 the demand for rubber 
Sen var conditions was uncertain and the withdrawal of regu ation 
i d  have caused much dislocation in the producmg territones.
1, would also have resulted in a considerable faU in
K h a n g e  receipts ofthe sterling area. Nor did tlie
ajttorities seem at all anxious to build up considerable r a ^ e  
teksofrahber until after the German attack m the W « t  m May 
1940, During the second h a lf o f 1940, however the 
might widi advantage have released more rubber, 
ibout mid-1941 onwards restnction could have been sa e y

“ "“ ‘ '̂after Pearl Harbour the U .S.A . found itself stort of 
I Jibber the Committee was held responsible for the scarcity a 
igain became the target o f frequent attacks. Most ot ^ese weie 
kgelv unfounded ; by early 1942 America had accumulated a 
«r,' large stock o f natural rubber, far in exccss of previous records, 
«nd also much larger than the quantities «sual^ed when ttie 
^mestockagreements were negotiated in 1940. The Committee 
obligation under the firet two agreements (June and Augus 
iBd been fully met ; the third agreement (March 1941) did nM 
uipulate a definite time limit, but over three-quarters ot the qiiMniy 

f liKcificd in that agreement had also been bought for shipment bctore 
■fcend of 1941. The Committee was, however, mistaken m i 
hquciit references to full production during the first nine mom 
»fl941.

It is difficult to see why, except for vague appeals to producers,

‘ Tilt mcmlKra of the I .R .R .C . %vere appoinlwl to represent ^
of ; ™ v .r th e l« ,  i .  » a s  fully «p c ™ d  th ^  th^

would act aa spokesmen for their constiUieiits ui of
°f unallcr producing territories (in boih of which sm<i ntati%'es of largf
consisted, however, of only one member cach, both representatnes



^  •
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PLANTATION LABOUR

p r o m  the earliest days o f the rubber industry the inost impor- 
r tant producing territories depended on imimgrant labour. The 

L e s  o f  Ceylon, M alaya and Sumatra were worked largely by 
Mian and Javanese labour {with Chmese labour for speciJ 
junxises in Malaya), while some native districts in Sumatra and 
C ,  as well as many estates in French Indo-China, employed 
migrant labour. Indeed, the comparatively easy access to the 
3 e  labour supplies o f India, Java  and China was an ™POrtan 

, t o r  in die establishment o f the plantation mdustry in Sou h-east 
to . The rubber industry was probably more successful th. 
most other forms of tropical agriculture or mining m deahng wi 
Especial conditions created by this situation ; " f f “

I pbfems of immigrant labour still dominated the laboui p
in lie 1930’s.' j  n

Malaya will be dealt with fii-st and in greatest detail. Uu g 
ite years 1929-33 the annual Malayan-estate production apprroa- 
aitely equalled the estate output o f all other tcrntones a 
together, and was substantially greater than that of any 
itlritory even after 1933, when its relative importance was reducM. 
Moreover, in M alaya the labour situation was 
'“tbcr industry, which accounted for over 90 per cen . o 

Employment, while in the N.E.l. and Ceylon the proporuon was 
''w-fifth or less. _  . ,

• At die end of 1929 tliere were, according to the 
ftistics, 258,000 labourers employed on estates m “  
^Itlcmcnts and the Federated M alay States. ?  i
®,000 Indians, 42,000 Chinese. 6,000  Javanese and 5^00 other^  

and Javanese estate workers were thus few. The M a y s  
generally reluctant to accept regular "'•''8“'“ '

^''letinics Malays counted as members o f the estate p P
‘ The baai, or these Bgures (which are subject to considerable lim itation) is 

in Statiilical Appendix III. H*



were merely residing on the estates and working a few occajnm 
days only. They were usually paid the same rate as South India* 
(al»ut 50 Straits cents a day in 1929), and were recruitcd fr 
or returned to, their villages according to the state of the lal2 
market. The wages o f the Javanese estate workers were jj, 
generally the same as those o f Indians.

For various reasons the official figures o f the Chinese csiat 
population considerably understate the number o f Chinese csMi 
labourers, and furnish a very inadequate idea o f Chinese emplm. 
ment and interest in the Malayan rubber industry, AccotdiS 
to tlie statistics o f the Labour Department, Chinese estate laboura 
numbered 64,000 at the end of 1931. But according to the 19J1 
Malayan census the total number o f Chinese gainfully employnl 
in'rubber cultivation in all capacities totalled some 182,000, whl 
another 39,000 were engaged in ‘ other and multifarious ’ fonraot 
agriculture, a term which certainly included many people connecuj 
at le^ t part-time with rubber cultivation, e.g. tapioca and rubba, 
or pineapple and rubber cultivators. The census figures indodt 
* e  owners and tappers of Clunese smaUholdings ; but even allowilj 
for this, the figures o f Chinese estate employment are seriouij 
mcomplete. When working on European estates, Chinese wen 
mostly engaged on special works, such as clearing, felling,* 
budgrafting. For such special tasks most European estates em- 
ployed contractors who were small Chinese capitalists, or specialll 
stalled workCTs who, with a gang o f  their compatriots, uiidcnool 
the work. The workers were almost invariably paid by resulo, 
and were known as contract labourers.*

Much of the elaborate labour legislation in force in Mala?

>.h« “ “ " lan e , with U .. ihougb

otatc. The di«inction htre i ,  "  t l
c h ^  „B , the earlier < li.li„rUor“ r t r  “t  *under cnminal law for hrrarl, u ;. between a  contract worker. Iisl*

confined to civil Jaw. From ilu j u ® iabourcr whose liability
tapper* paid by rc su lu ; for in s ta .ic / 'rw l include iii Maiaya
paid by results {by ihe amount of l a t «  employed on .sinallholciiiigs ^
and the piece rate as the contract rate
uicd lo refer to the fact that in Mala«n ^  Ihe term contract labotirer"
agreements and arc supposed to be on -i on verbal moiithiT
leave they usually abscond. . ‘ ® '< '*» fact, when they wish »

In this study wherever the term U used ■
^ cd , ,u  meaning will be dearly  indicaied.J



. j  „1v to Indians and Javanese, and with the exception of 
rtiiion of undesirable elements, and a limitation after 

*t the total number of adult male Chinese immigranu,
August control was exercised over either the movement
•“F wnrkinK conditions of Chinese estate workers. Minimum 

j  «initarv standards were prescribed by the author.tiK, 
in t o " r s  the Chinese workers were on the whole 

iSy"elf-reliant and less in  need of protection and guidance than

'“ 'k te se '^ ag e rw e re  usuaUy appreciably higher than those of 
! as the Chinese worker is generally speaking stronger more
■ S  ;nd more careful than the Tam il estate labourer, More-
*  employers did not incur the health and edueaUon expense, 

linigration fund contributions and other charges which usuaUy 
to an additional cost of about one-tlnrd of the wages 

((Indian labourers. The earnings of Chinese m M alaya h ^ e  
Buctuated widely, generally with the prosperity of the rubter 

ffid tin industries and to a lesser extent with the pnee of nee. The 
Chinese worker has definitely a  profit-sharing outlook even i 
«ge-earning. He is prepared to work for food and lodpng and 
ptrhaps only 5 cents a day when times are bad but insists on h s 
L  in the prosperity of rubber and tin. The range of skil 
toten various classes of Chinese workers was also much wider 
toll among Indians, and it is not easy to speak of a geneial level 
ttChincsc wages. In 1929 their daily  earnings m manual occupa- 
tioiis ranged from 80 cents to 1.50 dollars. On rubber estatn 
Ikty earned around 85-90 cents. Payment of Clunese estate 
''orkers was always by results. ,

Indian labourers were more docile and reliable, an w 
asually preferred for the day-to-day operation of European esutc^. 
Moreover, the larger estates, whose annual estimates were care y 
fnpircd and which often had large forward contract,
*0 employ labour whose wages were less liable to wide flue ua • 
'« 1933 (the first year for which this particular 
failable), there were, on European-owned estates in the 
* 2  Indians and 2-7 Chinese labourers per 100 acrra of p an
rabber ; Javanese and M alays were negligible. OnChmese-o
l«>l>aties the figures w ere 1-2 Ind ians and  9-1 Chinese per lOU 
ttres.i

Indian labour was first introduced into M alaya on any scae
‘ f tw i 6 gu ra  fairly raUobk, and llw  criucisms of ih ' C liine* einplo)™n> 

p. 213) do not apply.



in the I880’s, mainly to work on tlie sugar estates in Pron, 
Wellesley and Kedah. This was indentured labour, and 
system was still in force when the expansion of the rubber indu ' 
suddenly created a very large demand for Indian estate lab?  
This situation resulted in a dilemma. The maintenance, let ab̂  
the large-scale extension, ofindentured labour could not be tolcratd 
as in practice, especially in the early days, it often resulted in vm 
bad labour conditions. On the other hand few employers wo! 
prepared to incur the heavy expenses o f recruiting workers froa 
India if there was the chance o f losing their services in a few daii' 
time should a neighbouring estate offer slightly higher wages. Tie 
sensible solution was devised o f financing immigration through i 
central ftmd, the statutory Indian Immigration Fund, managed bj 
tiic Indian Immigration Committee, which consisted originally oi 
four inembere, two government officials and two employers’ repre­
sentatives. Such expenses as were incurred by individual emplovtn 
m recruiUng labour were reimbursed from the Fund, whose reveau 
was derived from quarterly assessments on employers of more thai 
ten Indian labourers, with rates varying in accordance with tin 
expected needs o f the Fund. Established in 1907, it proved ii 
iminediate success ; indentured labour had disappeared by 1914 

As the duties o f the Indian Immigration Coninihtee wen 
onginally envisaged as purely administrative—the management o 
me iund  fed from employers’ contributions—there was no g w m  
t o r  objection to its one-sided composition. Although the Committt 
was established by statute, neither its functions nor its membershi] 
were statutorily defined. The original F.M.S. Enactment of 190
Ivine h ‘ *=  Committee which shall, for the tin
teing. be notified by the High Commissioner in the Gazette to b 
roH , H c” I™™gration Committee The 1923 F.M.S. Laboii 
SLtin^ as ‘ the Immigration Commitie
S e d  O H r f Enactment, or hereaft
b f t t  i„ ,hc Gasette 1
Uie H i i  r" "  Cotnmittee It authorisetl, howevei

the constifiitinn r.f lU o  Hcither its tasks n(.

steadily. Thus by 1928 the Cnm membership expand

r  r i r , Mwas generaUy sixteen : the Comrolk-r and i ,
Labour, three other officials (at least t,vo o f theL^'we^ h ld s  |
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^o lov ing  Indian labour on a large scale), nine 
^  of various employers’ organisations and two Indians, 
exception of the slump years, the annual movement

*  ^ ,.t^een India and M alaya was considerable frotn the 
f i t  century down to 1939. The migrants were South 

thtginning ot t Presidency, almost entirely Tamils,
’f " t d  M a la^ a to , either going to worK, m ainly on M a ayan 

S r X t e s  or returning to South India on an occasional visit 
„l,ber esi , passengers on steamers plying
. l i r r S o u th  India and M alaya . The deck passengers proceeding 

India to M alaya  were either assisted or unassisted ,
, C.M their own passages while those of the former were

1  “ * e  Indian ImmigraUon Fund. Unassisted deck passenger, 
Crlndld clerks, petty traders and artisans, as well as labourers , 
S e  1930-s some 50-70 per cent, of tl.e unassisted deck passengers 
„rt labourers, and an uncertain but appreciable proporBon of 

was available for estate work. Neither the Indian nor the 
Malayan authorities exercised much control over the movement of 
tee migrants, whose numbers showed a marked long-penod 
increase, again with the exception of the slump yrars.

Assisted migration, the most important factor in the supply of 
oate labour, was strictly controlled at both ends. It was subjec 
10,lie Indian Emigration Act of 1922, and to the rules and r e f l a ­
tions issued under it by the Indian authorities. Ihe assistea 
migrant traffic passed through camps at M adras and Negapatam, 
»liich were in charge of the M alayan  Labour Department and 
inspected by ofBcials of the M adras Government.

As well as paying the passages of a ll assisted labourers and ot 
ikiir dependants from Sonth India, the Indian Immigration Fund 
was also responsible for the return fares of Indian labourers no 
longer fit for work. Before 1930 there was no provision for the 
itrarn passages of able-bodied unemployed labourers. As 
year until 1930 tens of thousands of workmen' were assisted to 
afc employment in M alaya , and work was always availaDle 
rtody conceived a  state of affairs w h e r e  tlie situation would
'deteriorate so greatly that not only would iramigratiott have o 

suspended, but that even after allowing for wastage there would 
be thousands of able-bodied labourers unable to find work at 

and others only interm ittently without being able to earn a 
"'■“gwage. Even had the need for the provision offree repamaUon 
fable-bodied labourers been suggested before 1929, it would have 

rightly rejected while assisted immigration continued,



would have been considered by the labourers as an invitation 
relurn (o India at the expense o f the Indian Immigration Fw 
whenever they felt inclined. However, the absence of provision f 
unemployed or under-employed labourers, as well as the lackrf 
forethought o f such a contingency, created great difficulties afiw 
1929.

The labour situation on smallholdings need be discussed oak 
briefly. On holdings employing outside labour for tapping, ^  
workers were cither Malay share tappers on Malay-owned liolding 
or Chinese contract tappets, mostly on Chinese properties; then 
were a comparatively small number of Indian labourers on Chettiai 
holdings. Chinese tappers were invariably paid by results • thf 
rate varied inversely with the productivity o f the holdings, and 
poorer-yielding properties had to pay higher rates than betlei 
holdings as otlierwise they were unable to retain their labourcis 
As on estates, the piecc rates generally fluctuated with the pria 
of rubber and with the general prosperity o f the industr>’. Earning 
of outside labourers on smallholdings were usually of the sami 
order as those o f estate workers.

The pressure o f the Indian authorities, the prosperity of thi 
rubber industry, especiaUy in the mid-I920’s, the high administradv 
standards in Malaya, all contributed to the rapid improvement ii 
labour conditions in the years before the depression. By the la{ 
1920’s Malayan labour legislation provided for minimum wages a» 
maximum hours, free housing and medical attention for estat 
labourers and free elementary schooling for their children, and ft 
the distribution of free milk foods and rice to the infant childre 
of estate labourers. For women workers a montli’s holiday wit 
pay beto^ and after confinement was also prescribed. Employe 
had to offer work on at least twenty-four days a month to all tt 
wag^earncrs or pay minimum wages in licu.i

The introduction of minimum-wage legislation was preceded I 
Folonged negouations between the Indian and M a la y a n  authoritie
l i m W  f- provided that the India
Im m yation Committee could determine standard rates of was
abouren " th '’ 5' able-bodied India
t w i  sL dI m '  ™ k ra i sanction for these ratei

L T crib rsto L l H , f  Immigration Committeeprescr.be standard-rates o f wages’. I„ 1938 the payment of l«

das Probl™ Arbeit bciiujic vo’S S i c h
WeltkaulukyhnarkUs. naoen, Juda  : n — <
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c „ d  b y  the  In d ian  Im m igration  C o m m ttee
*,,,tandard ^ T h e  actual rates were prescribed by he

rom m ittee only after the consent o f the 
. w „  obtained. They came into force m

Mian a u th o n u c s  h ad  40 cents for

^  at 1928 („ 12 dollars a year, as weU ^
: i r r ; t r \  . t u m  passage to India once every three

’®„rsom e reason which ‘ k e y
Ihc minima had . W ellesley and the coastal districts
&ric«’. These as certain inland districts in
ciSdangor (50 and 40 cents) expected that
t o g  and would ensure that these rates would
the working of economic p Works Department
te operative throughout Malaya^ The
!0d the F.M.S. Railways paid undertook to obser^'c them,
kencc was issued unless the emp general tliroughout
By the end of 1929, rates o f 50 « n  piece
lit country, though there were in i difficult for a worker

tmtes being fixed at such levels as to ren ^
ofaverage efficiency to earn the nu^^^  ̂ naUonal
tfforis made to ensure that the M aiava was not
dsima it is difficult to see why the whole o^
covcred by the statutory wage regu a ’  ̂ least the
most effective factor ensuring  the genera P p lan ters’
raimma throughout the country was e p ^^gmbers to pay
taciation of M alaya, which “ '’J e e l d . '
tkem, a recommendation which wM gene . >Tappers on M alayan estates, while being p a id  a  h i^  ^ ^

worked some 5 J - 6 i  hours t a s k s  were generally
».m. to 12 noon or 12.30 p.m. In 192 mormng,
shortened to concentrate tapping into tn y
tappers’ hours were often even shorter. situation, the

While there were elements o f instabihty “
‘  M m b criiip  ot Uic P lan te r’ Association of of tte  p '“ ”^

in IW9 o t j L  ov .r 1,200,000 . c r c  : t o  « » S« ' "'
, ,„ d  ov.r 50 per cc« l. of U .. European-own^ „ „ n » n » d .t io M  of U-c

“  I ofttki or Indian estate laljoureis were directly offected by 
I Aisociatiou of M alaya .

J i k .



conditions o f South Indian estate labour in M alaya were defi ‘ 
satisfactory in 1929. Labour conditions in Malaya were'th 
probably the best enjoyed by agricultural labour anjTvherc * 
South or South-east Asia and were, o f course, far better than * 
South India. Although data on earnings o f agricultural lahn"̂  
in South India are inadequate, an estimate o f the cxceL or rial 
wages o f estate labour in M alaya over those o f agricultural w™ 
in South India o f at least 75 -100  per cent., appears conscrvaiT 
and this was for much shorter hours and lighter work. The I9» 
Annual Report o f the Madras Department o f Labour on the Worlin, 
of the Emigration Act o f 1922 estimated the difference at betweo 
50 and 100 per cent, in money wages, but this appears to Imi 
been an undcr-estimate.' Mr. Ormsby Gore wrote in 1928- 'Ii 
«  estimated that the real wages earned by Indian labourers ii, 
Ceylon are approximately 100 per cent, higher than their camioB I 
foo'?; ”  South India.* Wages in M alaya in the Im
1920 s were appreciably higher than they were in Ceylon. Again i 
in Malaya (and m Ceylon) wages had to be paid in cash, while iil: 
South India payment in rice and arbitraiy deductions by tad-1 
owners were still common. Perhaps most serious was the frequent I 
lacls 01 keedom of many agricultural labourers. The Wliitley I 
Comrmssion found that in 1929 certain forms o f bond service,

f  “ m™" i"Madras * The thousands o f South Indian emigrann' 
seekmg work in Malaya had good reasons for their choice

II

Thc^tabk o n 'n f ’’■'9? ^ ''  '929-33 estate employment fell heavily,
to the and S arises ihe available figures, whicli refer 
he hardfv W  comple>dty

192°andT932®“' T h ‘""I' almost halved betwce.
n o r s t r i c t V e o l a S e
The actual decline was fully S rp e r andth'"“ t"' 
between A u ^ st 1930 a n !  Jufy . 9 ? ^ '  1 1  f

r.lhrr
'  ■ ki/m ! m  a Vuil u  i l a h y a ,  m d  c L t  ? ' ■ "  '* •8“  in

*CS. StatisticaJ Appendix HI. “ (I93J) pp. 14- 15 .



i T a b l e  I
I f U b m m  E m ployed  a t the e,td  o f  ea ch  y e a r  on  E states in the o j  L ahurers J  y^^ ^  ^ ^

(Thousands)
Indians Chimst Javanu i Others Total

I , 205 i
»  • ■ • . 154 42 5 4 205
i » »  • ■ ■ . 121 3’  ? I  «^ 1  ■ ■ , 104 35 3 3 45
|llB • • ; , 111 39 3 7 160

t  numbers employed on smallholdings. It is well known that 
iit number of outside tappere employed on smalllioldmgs w js  
I S y  reduced during the depression, and many owners who 
had previously relied on outside labour had to dispense with it.

In February 1929 when statutory wages came into force m 
to key areas, the price o f rubber in Singapore was around 38 
cenu per lb. By April 1930 it had fallen to  24 cents, and by 
Stplmber to 12 cents. From the spring o f 1930 wages began 
lobe reduced outside key districts,"and resolutions were passed by 
raious district planters’ associations for the reduction of wages m 
ky areas. There were also demands for the repeal o f the minimum 
»jge legislation. As the rubber market went from bad to worse 
pressure for the reduction of wages increased, and following formal 
itquests by the Planters’ Association of M alaya, m Ju ly  Uie indian  
immigration Committee decreed a 20 per cent, reducuon in 
minimum wages to take effect in October. It was announce 
m behalf of the Planters’ Association o f M alaya and the agency 
tomes that they w'ould not object to a restoration o f the mimraa 
6> previous levels when market conditions returned to normal, 
»kich was explicitly interpreted as a Singapore pnce o f 25 cents.

About the middle o f August a mass dismissal o f estate labour 
place. In the F.M .S. alone the employed Indiaa esiate 

populaliou fell from 171,000 at the end of June to- 134,000 at the 
tnd of December. Every week thousands o f unemployed labourers 
'>«ieged the offices o f the Labour Departrnent, which was entirely 
®P»pared for such a contingency. Assisted immigration from 
Wia had been suspended at the end of Ju ly , and between August 

tlie end of December some 67,000 South Indians, racludmg
1,000 minors, were repatriated through the Labour Deparlincnt.

i  repatriates were almost all workers who would have been 
to remain in M alaya i f  work had been available at



40 cents a day.* As the slump progressed an increasing numbcf 
of the Indians repatriated were workers unable to maintain them, 
selves and their dependants on their greatly reduced earnina 
especially as the issue o f free rice, tea and milk-foods to depcnda^ 
of estate labourers, frequent in 1929, w a s  withdrawn.

For some time past there had been demands that the tappm; 
should not be paid a full day’s wage unless they were prepared to 
do two hours’ field work in the Jifternoon. This proposal oftea 
involved hardship to the workers. Under Malayan conditions ij 
was unreasonable to ask them to work for eight or nine hours 
witljout a long break. I f  on the other hand they returned lo 
their homes at noon or 1 p.m., and turned out again for work Id j 
the afternoon, their spare time would be curtailed, particularly if, i 
as often happened, the actual field in which they worked was a I  
long way from their dwellings. During the autumn part payment 
for morning work was adopted on an increasing number of estates, 
paiticularly in non-key areas. In key areas the practice was almost̂  
certainly illegal. One section o f the Labour Code provided that no! 
labourer should be bound to yoT k  for more than six consecutive 
hours or more than nine hours in a single day. Although minimum 
wages were dealt with in a different section and the sections were 
not linked, a reading o f the Code, together w iU i  the ubv io is  

intention of the minimum wage legislation to assure a definitt 
minimum standard for all workers, makes it fairly certain that the 
practice would not have been upheld in court. It was, however,] 
never tested in Malaya, though in Ceylon the practice was declared: 
illegal in the courts.

By May 1931 the Singapore price o f rubber fell to below 10 
cents. Daily rates o f wages outside key areas were being reduced, 
and the practice of paying only three-quarters o f the daily wage for 
mormng work became more and more widespread until by thf 
end o f the year it was universal. In Ju ly  the Controller o f Labour 
informed employers that no proceedings would be taken a«jair>st 
estates in key distncts paying only three-quarters o f the minima for 
morning work. Moreover, the authorities no longer insisted on 

of 24- days’ work a month ; thi 
1  ' w " ® '  adversely, as on many estates work wai

available on only four or five days a week. Most tappers rc fu s s l

want of work, and ihe ro t for various n  f  “
C„cy, for 1530 „„ ,hc



, • fhc afternoon ; moreover, on m any estates there was 
e*  .  work available, so that the tappers were not even

nnoortunity o f earning a full day’s wage. Before the 
ers comprised about one-half, or slightly more, o f the 

labour forcc, but %vith the great reduction and often 
' „ of cultivation work the proportion o f tappers m the 

d considerably, and so did that o f workers paid only 
nuarters o f the nominal daily wage.

‘ S i s  a studied vagueness in the majority o f the official 
J i n  publications o f 1931-33  dealing with the la to u r situation, 
SudiBR wages, earnings and the conditions o f repatriation. 
! l 7 o L i a l  reports are quite m isleading; for instance, the 
W  Heliirrls of the Colonial Secretary, S.S., for 1931 and 1932 
„t«l that the minimum wage for Indian estate labourers rcrnained 
a 40 cents, without mentioning that the minima were not enforced, 
-nd that bv 1932 not even three-quarters o f the minimum rates 
litre being'paid ; the same was also impUed in the Annual R eports 
lot these years of the Controller o f Labour, S.S. The p r in c ip l  
txceptions are the Annual R eports for the early i930 ’s o f the British 
Resident, Selangor, and the Annual R eporfs  o f the Agent o f the 
Government of India/ which generally presented a reliable picture 
of prevailing conditions.

I After assisted immigration was suspended in August 1930 estate 
r labourers who were unable to find employment at standard rates 
; and who applied for repatriation were repatriated free o f cost 
until January 1931. As a result o f this liberal repatriation policy 

of the suspension o f assisted immigration from India, the 
labour supply o f M alaya was shrinking rapidly, and in spite o f the 
depression there was some concern over the long-period conse- 

I qwnces. Pressure was brouglit to bear on the acting Controller 
I rf Labour to suspend the repatriation o f unemployed South 

Indisns, and in Jan uary 1931 the Labour Department issued a 
areular to the effect that free repatriation would no longer be 
Panted to able-bodied workers. This was an indefensible attempt 

retain labourers who were cither unemployed or dissatisfied 
^eir earnings but could not afford a passage back to India, 

[•‘’e circular was withdrawn after energetic representations by the 
W  of the Indian Government and the stream of repatriaUon 

promptly resumed. Workers unable to find regular employ- 
at tliree-quarters o f the standard wage and seeking repatriation

a p p o in te d  b y  th e  G o v e rn m e n t o r i n d i a  to  w atc h  cn-cr th e  
of Tiidijins in Malaya.



were generally given free passages. Repatriation was not usual! 
granted, however, when work was available at three-quarters I  
the minimum wage, though many worlcers found it difficult 
support dependants at these rates.^ During 1931 some 5GoJ 
labourers (41,000 adults and 15,000 minors) were repatriated ami 
another 45,000 left paying their own passages, while only 20 Oft) 
imassisted immigrants arrived.

The policy o f free repatriation o f able-bodied unemplo^-cd 
workers was much criticised, chiefly on the ground that it endangerd 
Malaya’s future labour supply. Given ‘the absence of any form 
of public assistance and the impossibility o f settling the labourers on 
the land, repatriation was the best policy. The hardships under- \ 
gone by the Indian unemployed who were repatriated were certaiolyi 
not nearly so acute as those o f the Chinese to whom free repatriaiion : 
was extended only belatedly, or those o f the unemployed M im  
clerks who were not repatriated eitlier, and for ^vhom that would 
have been no solution, as they had lost touch with the land and' 
with their villages.

By the end of 1931 Indian wages w'erc generally 30 ccntf 
morning work in key areas and 25-30 cents outside key areas. | 
For workers with dependants the foil in earnings was substantially' 
greater than the reduction in wages, as with the suspension of! 
cultivation work most o f the dependants lost their employmem:

(non-
— ...  ucpcuuanis lost tneir emp

and swelled the ranks o f the ‘ unemployed dependants 
working reladves) o f the official classification. During die opening 
monUis of 1932 wages were fairly stable, but the wave of cuts anti 
economics which followed the official communique annouiicinj 
the failure of the Anglo-Dutch restriction talks in March brought 
aoout an acute crisis in wages, the worst during the slump. Tht 
reducQons^gan outside key districts, but soon spread tliroughoul 
Malaya. -K e 1932 Annual R eport o f the Indian Agent gives iht 
summa^ of wag^ on a number o f estates whicli he visited («  
Table II, page 229).

’“ ‘i around 30 cents, so that iht
ruling b-fo ^1014  as much as 40 percent. Iich.w tht«
it would am  ^  t, ’’1"“̂ Al^oagh
p a i r s o l X t  h- h financially stronger es.al»
paid somewhat higher wages, the wages shown by the Indian Agcrt

ih c  ip r in g  o f  S t o S e
AaKxnaiion of MaJaya : ‘ The r a t «  of wsscm Comnutice of the PianK^

_  i



T able  II

f  h i i a n  E state L a b ou rm  on certa in  M alayan  E states, 
o f  Soullt J a n m r j -M a y  1932

(S tra its  cents)
P u l l  d a y  M o r n in g  w o rk  o n ly

40 T h ree-q u arte rs  o f the ra te  for the fu ll d a y  
,<n .. •« »  >>
35
27

22-25

rfceived by many workers. Payment o f less than 20 cents, 
for morning work only, was rare, though not sufficiently so

t S b V t h ? e v “ t  now to be described it must be terne  
i. J d  tL t when the original minimum wages were negouated 
fc London price o f rubber was around U. per lb agamst l|rf 
ijthe spring of 1932, that the cost o f living Indian labourers 
W faUen by about 50 per cent, since 1928 and by about 35 40 
PC cent, since the end o f 1929, and that a complete colla^pse o f the 

,mbber industry and o f M alayan economy was widely teared.
The p r o c e d u r e  was nevertheless somewhat unorthodox.

The events can best be summarised in the words o f the Controller 
ofLabour himself, who reviewed them in an address to the Council 
rfthe Planters’ Association o f M alaya in June 1933 i ‘ In A pril
1932 tlie process o f reducing costs tended outside certam key areas
10 bring about what neitlier you nor I would regard as reasonable 
vrage conditions. I came before you then and got from you the 
wtanimous declaration that starv'ation wages should not be tolerated 
® ihe Peninsula. You agreed to leave the fixation o f a subsistence 

to the Indian Immigration Committee, and you and 
ourselves to accept the decision. For all the Western 

^k)n of the country those wages were fixed at 7.20 and 6.00  
; wages in standard rate areas to be paid at standard rates, 
elsewhere to be adjusted so that labourers would, m fact  ̂

every month the subsistence wage fixed by the Indian Immi- 
Committee. It was further agreed that failure to pay 

wages would result in  labour forces being niustered and 
that any person who did not earn this sum would be 

free repatriation.’  ̂ Thus the Indian Immigration Com- 
on which the employers (the Planters’ Association ol 

■ L  ‘  R .G  A. A u t p i r t .  1 9 3 3 .



Malaya) had a clear majorily, had become not onlv a ■ 
fixing body, but also an arbitrator to whose ii.H™
ControUer o f Labour submitted himself in advance 4il

Immigration Committee f7* 
and 6-00 dollars a month for men and women respectively) clL;?, 
vjsu A e d  dady wages o f 30 and 25 cents w th  a monthly emp 
of 24 working days. As the aim was the fixing of subs“2 "  
earmngs the wage should have been paid even when the la b ."  
was engaged on mormng work only. It emerged from subseou™ 
statements by the Controller o f Labour and by others t a  w  
majonty o f employers mterpreted the award as referring to wa®i 
payable for a full day, and were not prepared to pay i o r e Z

stLeri r ”i‘h T only. This was explldtly
stated by the Indian Agent in his 1932 report,' and other evidc j
shows that many Indian workers were paid even less than thrtfr

s l l T a n d  m I T . -  mat“ rs had“
cent fL  mo r  labourers were paid around 22-26
T r e  ® ^ day, but the„were stui instances of labourers being paid 20 cents only for morning

where thCT°couW°'  ̂ promise that labourers working on estate 
and informed of t r  wage would be mustered
fept To alo^^h repatriation was no, in tad
P u L J  Z Z t Z  u f   ̂ “8 -em en t wldi .he
Committee was come to in £ ^ 9 3 2
October o f thaf f u action was taken up to
ditions govemine fi-p °  notice o f the worker the Coli­

ns govermng fi-ee repatnation, because the numbers offering

the Indian Immigration C o m S S ?d S i' ** ‘  ̂ ''reret to have M slalt liiu
the subditcnce r a ta  for .  f„il rf . ' " ‘"8 followed. Some employen

or one-third. I bonght 5 l “ e f  f>''‘l‘“  W
felt eotivinced that any imi.tence Controller of Labour, but
jod ioal to He best interest of the 1, 1,0^ “'''"’ “ ' . ° ’ “̂ “" '’" '*  would be must p<«- 
d i.™ »ab  of worken „ho eou d no. iS. T ’ “  f™ ''i»
augme„t.ito„ of the already h « w  i , t  r “  i'x lu .tr ie , here, and ii. U«
r  » f  » "

■ I  m u “  ' i S i T  “  ■■“ ' “ " " ’ 8  la l 'u u r r r s  » e l t

in  e l e c t e d  d i . t n c u ,  a n d  a llo w in g  « f  f> *iiig J t a i id a r d  w g a
o f  w a g e ,  n ,  th e  r e , t  o f  M a l a y a ,  * ' '™  P » t  in  r a i s in s  th e level
p r o t a g e d  ^ u m p , ^  U ic N a t io n  o l' a n  i r J e d u d f c
o f  M iila y a  »  im  u rgen t desideratum .’ n .!n u n .in . for the whole
m em  of lo d u  M a la y a , p. 9. ‘ 832 of the A gen t o f d ie  Govenf



SO bis that it was highly undesirable still further 
J^elvcs were s_  ̂ workers should not
I, increase then^ o f the conditions o f free repatriation as there 
k>« >>«" “t T e S n i n g  those who would have availed themselves 
*® The situation is not easy to assess. ^  on occasioi«
j(ttefacil<y- to contradict h im self: In a small

t o u r e S  have declined repatriation even where 
L  “  come up to the desired level, but it can be taken 
H that it was widely known throughout M alaya that 

ion was available for those who did not receive a  subsistence

'"’’There were however, many instances throughout the slump, 
™ ia the summer o f 1932, o f workers being o ^ re d  free 
before a reduction in wages, and electing to ® V ' 
prticnlarly numerous on estates on which w 
Wities for cultivating food crops, or where the 
wted them especially well. Other frequent causes o f the refusal 

; to accept repatriation were tlie loss o f ties with the wor^ r ,hour 
; flage or the reluctance to return witliout savm ^. The La W ur 

DeAtmcnt was thus on occasions faced with the
ihai estates were unable to pay subsistence wages, ^ II p Vmnrpr<i
a  not wish to be repatriated. The number o f Indian la b o u r s  
■cpatriated during 1932 was nevertheless ver>' considerable,
45,000 adults and 11,000 minors. . . ,

The following figures indicate the 
hmp years by a sufficiently large propo’ “ ™ 50^55 cents ;
W rlers (m e n )  to  b e  c o n s id e r e d  th e  m o d e  : e n d - 1 9 - - ,  9 ,)_ 2 5
tnd-1930. 40 cents; end-1931, 25 -30  cents; m id-l.)3., .
"nts; cnd-1932, 25 -28  cents. „ , ,r
' In  1 9 3 3 . w i t h  th e  r e - o p e n in g  o f  s m a l lh o f d m g s  a n d  o f  e s t a t e s
pteviously closed, the demand for labour
Imc ur July estates not paying 30 cents found it difficu
*eir w o rk e rs . There was much m o v e m e n t  o f  l a b o u r  i n  th

1933 and this led to the familiar outcry against ^
end of 1933 estate wages were generally 30-35 cents or 

only, while employment for dependants wa.s m.ii.

'  7i.C.j4. Bulletin, ib id. , , ■, \i s
* Im m I Rfl.or( for 1932 oF tfi-- Coiilrciller *-t l-'buur. ••



available. By the autumn, share-tappers on smallholdiniii i 
quently earned 50-60 cents. *

In his address to the Planters’ Association o f Malaya i il, 
Controller of Labour made two ftirther points worth nodng ’ f  
he insisted repeatedly on the difficulties which had arisen ouu  
the fact that minimum wages had legal force in certain distrin, 
only : ‘ Serious practical difficulties would havp been avoided J 
standard rates had been in force over the whole country and ' 
Labour Department would have had an instrument which usd 
with foresight and discretion, would have enabled it the more 
easily to control and regulate wages in the dire emergency iha 
existed. From the employer’s point o f view it is essential to have 
equal wage conditions in key and non-key areas, and this m« 
be a cardinal plank in any labour policy.’ Secondly, he franklr 
admitted that at times o f stress, discussions with the Planters' 
Association of Malaya took the place o f the Labour Code as the 
guichng factor m labour policy : ‘ In critical times the guidance 
of the law IS never wholly adequate. Extra-legal action is called 
tor, and m such circumstances no controller o f labour is able (o 
impose his vhII unless he has the support— the willing, active 

T 'jf  Planters’ Association o f M alaya.’.
I u Chinese estate workers was even m m

pectacniar than that o f Indian wages. Starting from the much
were f (Indian w.lga
bv th H f  declined to about 50-60 cciiB
tho e f  T H “'most
w a s l l L  “‘. f ' ' T“ * M o r e o v e r ,  unemployment 
There was’ am X ^  Y^fter June when tin restriction was introduced. 
C h in L rw a « ? w ''  '^^2, and for most o f the year
Indian workers W o x im a te ly  the same level as those of
workers ar^enflni, 'i!'/- °  many instances o f Chinese
a day in cash. Unem I '“dging with perhaps 5 eenC
will be remembered I’ the Chine,se (to whom, ii 
continued to be severe*̂ ''’’!  To't'T?
and by the end ofthe year Chine came in 1933,
earned- about 50 een« a ™
Chinese for Indian labour on e s t« «  h,
a smaller scale than could have been but this was on
severe fall in Chinese wages ^he '’7
replacement o f Indian by Chinese labo°u largC'*"”*'y v.uinesc labour was, however, always

H.C.A. DulUHn, ibid.



,, l^ u n d  and enhanced the difficulties o f the ControUer 
^4 eb»ckgroun ■ demands for wage cuts. The

was also severely restricted from August 
^^grauon oi organised assisted immigration of
#0. There restriction was simply a drastic
t S u X t o  on the number o f adult males who were allowed

tenter the obvious importance in view of their
t o  t  The standards o f Hfe o f tens o f thousands o f labourers 
'^ 7 th e ir effect on the cost o f production, mention must also 
: f „  d* salary reductions. The salaries o f estate managei. 
L  aitants were reduced usually by about 30-45  per cent. ; on 
le ta n c ia lly  weaker estates the reductions were even greater.
I. addition, there was also a total loss o f cominission (percentages 
«  profits). Moreover, the acreage “ "“̂ S e
TO on the average doubled between the end of 1929 and the 
Komer of 1932. After the slump rather more * a n  one-hall ol 
ihc ialary reductions were restored and commissions reappeared.
Il was, however,.realised that before 1930 staffs and salanes had 
Sm  excessive, and the staff reductions effected dunng the slump 
W5TC reversed to a minor extent only.

I l l

During the second half o f 1933 the improvement in the price 
Grabber, together with the imminence o f restriction, led estates 
Iflreplenish their greatly reduced labour forces. It seems para ox 
iral that the prospect o f reduced output should have resulted in 
‘ liighcr level of estate employment. The exp lanatK lft^y in t e 
!*ter profits—partly reahsed in 1933 and expected further to 
nprovc after 1934— which enabled estates to relax the more rigid 
Woomics of the slump, especially to make up certain arrears ol 
wIlivMion. Once regulation was in operation employment varied 
■iintdy, though not proportionately, with output.

In October 1933 the Controller of Labour and the chairman 
Planters- Association of M alaya left for India to discuss with 

™ Indian Government the conditions under which assisted m i^ a- 
“® could be resumed. Early in  1934 the Indian authorities 

to the resumption of assisted emigration to M alaya on a 
scale. Not more than 20,000 would-be workera and their 

^ndants could be given assisted passages dunng /
‘y'tem of bearer-letters to be obtained by immigrants was devise



to ensure that both the numbers and the class o f emigrants would 
be in accordance with tlie agreement. This did not operate cntireh 
satisfactorily, cjiiefly owing to the unexpected pressure to emigr^ 
The bearer-letters became negotiable instruments and were bouelii 
sold and forged on a large scale. The news that work was ag  ̂
available in Malaya spread rapidly through the recruiting district 
of Madras where the monsoon had just failed, and the emigratiofi 
camps were stormed by tens o f thousands o f applicants, some in 
possession of genuine bearer-letters, others with forged documents, 
and yet others with none at all.

Even allowing for the further deterioration o f economic con-j 
ditions in South India, it is remarkable that after the terrible ex-j 
pcrience o f the slump and the starvation wages o f 1931-32, which] 
were well known in Madras, so many thousands should again j 
have been anxious to return to M alaya at the first opportunity.*' 
The at^action o f M alaya surprised both the Indian and Malayan | 
authorities and was undoubtedly a significant pointer to the econ*| 
omic and social conditions in die recruiting districts of the Prea-l 
dency.* In addition to the applicants presenting themselves at 
the depots there were thousands o f others wiio wished to emigrate, 
but did not proceed to the camps, as they were not in possessioB 
of the bearer-letters which they understood to be a nccessar̂  
qualification for assisted passages. Throughout 1934 estate 
labourers in Malaya were bombarded with requests by relative 
and co-viUagers for bearer-letters. M any fewer workers than had 
been expected (actually only a few thousand) returned from Malaya j 
to Jn d ia  for a hoUday in 1934. The experience o f 1934 and of; 
subsequent years revealed that a large proportion-about one-half' 
accordmg to the estimates o f the Labour D epartm ent-of Indian 
Ktate workers m Malaya had ceased to consider India as th® 
honre and had come to regard M alaya as a permanent domicile.

A  feature o f the 1934 agreement between the Indian and tht 
« lw I v "  ‘ '■f in  . , .d  Clrylo. M

liroag and conlinumg cmigraUon flow L, toS ,  ® 1“ “ ” "
suW noicc Icvd. . . , Emigration Im  ‘
of the F raidm cy during the la«i dccadc n Popular
and i l  is one of tl>c problmu or SouUi India l l . a t S o n ’  r S  
to dimini.h ' (pp. 45-47). According (o 2
d i»b iJ i& . ^  a c r f  »  a «ro„g in d u cc^ n t o C i ' . r t d , ? ” ^ . " ’ " “ P ' 
confirmed theae observatjoni. emigration. The expericnc* of

i



------

critics was the form al recognition by the latter o f 
jjjyan , ^ .ji t  to free repatriation when no worli could
“  ‘“■’if? rS m  at a reasonable wage. No definition o f a  reason- 
<feaadfw*“'" ; its interpretation depended

4”  i S i a n  authorities, who were guided, among other 
on th opinion o f the Indian Agent m M alaya,

^deratiom, 35_40 cente

“ ,  work only The standard rates in key areas conUnued
■ ■""‘“ f  f  r men (47 cents in less accessible distncts) ; estate 
'tm en  occasionally advocated the payment o f 30 
^ mins work (three-quarters o f tlie standard rate), but the 
b t o S e t  w a s  sufficiently firm to defeat such proposals.

Tn the spring of 1934 some hurried new planting took place 
„ anticipation of the expected prohibition. This actm ty,
-th tlie clearing up and re-opemng o f some estates, “
Utmporarv shortage o f Chinese labour. The s tn n p n t control 
-■ Chinese'immigration was maintained, though the numbers 
mitted were raised slightly. The premium on quota passages 
Mtinued so high as largely to exclude agricultural labourers and 
-Mtofthc immigrants were not prospective estate workers, 
m  of the likelihood that the shortage would be only temporary, 
4: authorities wisely refused a substanUal increase in the immigra- 
mqaota. Chinese estate wages, or rather earnings, rose shghtly 
io around 50-65 cents by the end o f the year.'

During the year the fusion o f tlie Planters’ Association o f M alaya  
isd several minor planters’ associations resulted in the formation 
"i the United Planting Association o f M alaya. This body was 
even more powerful than its predecessor and united the employers 
K virtually all Indian estate labour and o f an appreciable, though

•fluaiericallyunascertainable, proportion o f Chinese workers.
Rubber estate employment from 1934 to 1940 is summarised

-  die table on page 236.
After 1933 the Registrar-General o f Stadsdcs continued and 

the scries, begun in 1933 for the F.M .S., o f employment
1 race on estates owned by different nationaliues. It appears 

throughout the 1930’s European-owned estates still relied very 
on Indian labour and even in 1940 four-fiftlis o f employed 

on European estates were Indians. Conversely, over 
P« cent, of Indian estate labourers were on European-owned

1934 Chinese w a g «  were again  consistently abo^'c ih o «  of_ Indian csm c 
ill the saroe direcUon but w ithin much w ider hmits ihan the 

ladian workers.
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T a b l e  III

W o T k m  Employed a t the end  on  M alayan Rubber

(Thousatids)
1934 1935 1936 1937 1938 [939

3 79 175 184 236 209 2!4
86 62 65 77 61 75
12 9  10 J3 9 !•)
25 18 18 23 17 3̂

302 264 277 349 296 34’

I :

South Indians 
Chinese 
Javanese 
Others

T o la l .

Mal2yan labour statistics improved considerably after 1933 ; in particular, t.. 
ojvering ihc whole of M alaya were issued by the Labour Depariment, and ri® 
estate employment came to be sho\\Ti separately after !934. The table above 
cmpIo>Tncni on rubber estates of 100 acres or more in die whole of Mal.iya; Talii 
). 225 above, refers to emplo^Tnent on estates employing ten or inore workenisa
l.S. and F.M.S.

estates. Substitution o f Chinese for Indian labour, though mud 
discussed, did not take place on any significant scalc. Chine» 

owned properties continued to be worked almost entirely mtl 
Chinese labour.

The reduced level o f production in 1935 and the prohibitione 
new planting adversely affected estate employment. To prevta 
the emergence o f unemployment, the Labour Department greatk 
restricted the number o f assisted passages, which were dcfinitdy 
confined to former estate labourers and to close rchilivcs of India 
working in Malaya. There was, however, a substantial 
of unassisted passengers many o f wliom were labourers, and tte 
resulted in some unemployment which was reflected in an increa 
in the number o f non-working dependants. At the end of 
South Indians in all places o f employment (including Govcrninĉ ' 
departments) numbered 229,000, with 92,000 non-working 
pendants ; at the end of 1935 the figures wei’c 231,000 and 106,»‘- 
respectively—some newly-arrived immigi'anls had not yet l-t« 
absorbed in employment and swelled the number of uiieroplo)'̂  
dependants. Wages declined slightly during the year, and 

morning work) became general. 
6,000 Indian labourers were repatriated at tiieir own request, 
old, homesick people and some workers who were unable 
employment and preferred to return to India rather than 'vwt ' 
a vacancy. The liberal repatriation policy was attacked in m  
on the grounds that it led to abuses by some people who succeed̂  
m obtaimng frequent free passages both ways, while in



^  criticised as evidence of the readiness with which Malaya 
[iscarded Indian workers after they were of no further use. In 
ictual fact the Labour Department seems to have handled the 
fflatriation o f Indian labour with considerable discretion. There 
^  no case for retaining Indians in Malaya against their wish 
olely because they were unable to afford a return passage.

There were some signs of a deterioration in the relations between 
ihe Malayan and Indian authorities. The 1935 Annual Report 
jfthe Malayan Labour Department was drawn up in a new form 
sad carried a long review of the history of Indian migration to 
Malaya, which it ascribed predominantly to historical and political 
reasons. It was suggested that i f  need arose Malaya could easily 
obtain from China and Jav a  all the labour she required. The 
comparatively favourable conditions of the Indian labourer in 
Malaya against Madras were also stressed, ^vhile the growing 
number of unassisted deck passengers, and the increasing proportion 
of labourers who looked on Malaya as their permanent domicile, 
were quoted as e\idence o f tlie views of those most intimately 
concerned on the relative amenities of Malaya and Madras.̂ ^

On the recommendation of the United Planting Association of 
Malaya (which had been pressed by the Controller of Labour), 
Indian wages were raised to 40 cents for morning work in March
1936. The increase was decided after the price of rubber had 
been firmlv established at over Id. It will be recalled that in 
July 1930 when standard wages were reduced from 50 to 40 cents, 
,lhe agency houses undertook to restore the reduction when the 
price of rubber returned to Id. this level was actually exceeded 
for a short time in 1934, and again early in 1936, wages should 
accordingly have been restored to 50 ccnts. Admittedly output 
was restricted and the price o f Id. was thus less profitable than it 
vould have been under unrestricted production ; on the other 
land, costa had been greatly reduced and the price was certamly 
Diore remunerative lhan it had been in Ju ly 1930.

In 1936 assisted immigration was further curtailed and continea 
to labourers retuming from holidays in India. Thousands ot 
applicants for assisted passages had to be refused. \ en e

‘  The revised fom i o f ih c  report w as re l.iincd  in subse<i»ent
cn the i-elauve condiiions of M alaya and Madras. I  be 1 9 3 6 ^ ^ / ^  

, out thal much of die M adras cnUcijm of free rimgraUon .m iadat
. and reproduced a Ic-ttcr from a Madras pap<r in wiuch an

that ih e purchase o f workers toged ier w ith  the land  imdieU had
as the lab o u re r co .tid  escape to  M a la y a . T he state oi affairs impl.eU 

noted in 1931 b y  tlie  R o y a l Com m issioa on Labour Jn liiHia.
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rubber boom during the w in ter o f 1936-37 f„n
of high releases a  stringency developed in the labZ *^ ’’  ‘ 

ndinn wages were raised to 45 eents in  Ja n u a ry  1937 
50 cents m April, by which tim e rubber was over b  u  
was almost double the price a t  w hich wages should h "i^ 
restored to 50 cents. AU these changes r e fo  t f  2  1 1  
paid throughout M a laya  on the recom mendation of the I 
Planting Association; the standard wages in  key  area< 
a t 40 cents since 1930, losing a ll c o n tL t w i t S ' * ^ ' * " ' " ® '  

Chmese earmngs rose sharp ly  to about 80 c e n t^ ^ n „  j  11 l
the spring of 1937. W hile wMe fluctuations i ^ c C e  e S

S r e  more u n u s u a l - in d e e ^ u n ^

prosDeritv nf ' a  \  P being g iven  a fair share in th« 

conceded. P P ers  dem ands were l a r g e ly  informally

th o s l^ r° h e T ^ e ® i'9 2 o 'rT e  '" ‘‘‘■'930’s "i*
should be remembered i"  the cost of limj
sented substantia lly better r e a T w T f ' . h  “  u " ' "  
m 1929. The inde-y nf ti, ^  ®
Joh n ’s Island q u a t „ U n f  s i ? *  J a m i l  food budgets on St
<n the late 1920’s (I914 in n i’”  *  around 140-130
price of rice continued low ‘ ^36-37. Tht
time that an unm arried Indian ratinialcd at iht
one-tenth of his dailv labourer would spend only a tat
labourer’s b u d L
semi-necessities by 1937 ^ il l  luxuries in 1928 had bcfooie
recalculation of the oririuTl 7 “ “̂ “  "*“ ‘ ’“ "1105 suggested > 
standard wages of 1999̂  , on the basis of which the
unjustified, but it  adm itted im  7 — request was iml
M b ack  of the slump the stand^rt
Malaya had improved substantinli u Indian labourer w

antiaJly between 1928 and 1937.



IV

r, December 1936 and Jan uary 1937 the late Mr. Srinivasa 
Indian Privy Councillor, visited M alaya on behalf of 

“  Government ‘ to examine Indian labour conditions in 
, r i d  to make recommendations as to improvements desirable 

H Jhethcr assisted emigration should be permitted Mr. Sastri s 
H1 is nerhaps the best and fairest concise account on the subject. 

i S e  crarfiasising the much higher standard o f li«n g  of Indian 
in Malaya,^ M r. Sastri proposed certain specific improve- 

the case for most o f which seemed strong. He suggested 
^ Itoration of standard wages to 50 cents, the abohaon of the 
JltiKtion between key districts and the rest of the county, stronger 
TOKsmtation of Indians on tlie Indian Immigration Committee, 
Jd a firm resistance by the authorities against the recurrent 
mcUce of paying only three-quarters of the mimmum wage lor 
Boming work. Mr. Sastri also suggested the complete cessation 
ofrtcrtiited assisted emigration which, m spite of all precautions, 
n s  sdll conducive to abuses.

The most important single issue reviewed was that ot the con- 
tlBuation or cessation o f non-recruited assisted emigration, and on 
ik  question the contentions o f the M alayan authorities were 
Urgcly, though not wholly, supported. Mr. Sastn concluded 
Mjiitcly in favour o f the maintenance of this form ot 
emigration with certain safeguards, chiefly on the grounds t a 
conditions on Malayan estates were so much better than 
Madras. His words may be quoted in full : ‘ Where a man betore 

I  all the facts have been placed as clearly as possible, elects 
» forgo die advantage o f living in his own place m order to obtain 
certain other advantages in another place, I doubt whether any 
government can with propriety forbid him to make that c toice 
«long as the government is sadsfied that the new conditions are 

: "tasonably good. I have described the general conditions which i  
; fcand in Malaya, and consider diat there is no justification lor 
preventing Indian labour from cmigiating there. 1 have made 
cenain suggestions, particulariy wilh reference to w ages , vvnicn 
«  receive the close attention o f the authorities m M alaya .

on hidian Labour Coruiitwns in Malaya, Delhi and K aala 
jj, ^provetncnis can be suggested and cfTcftcd, bat allowing for -

I away from their own counuy, and ihai a new clunai.*
' to lead , particularly when tim .

•“ AUdrtn, a  hcallhy. respectable life. ai»d aspitr to n stand.-trd disun.tly 
'oultl attain in  ilieir own villages.’ Report, p- 4-



If those improvements arc forthcoming I am clear that per ‘ • 1 
to emigrate should be continued. That being so, it would 
as well as unreasonable that a man may go only if he is n 
to bear the cost o f emigration himself. It is precisely thosT^ 
are not in a position to meet their expenses who will be ^  
anxious to emigrate.’ ^

The wages paid to Indian workers (though not legal standarfi 
rales) were raised to 50 cents soon after Mr. Sastri left 
but the composition o f the Indian Immigration Committee 
left largely unchanged ; nor was the distinction abolished betwca' 
key districts and the rest o f the feountry. The under-payment aai 
under-employment condemned by Mr. Sastri reappeared in j93g. 
The aboUdon of recruited assisted emigration came about alraos 
automatically through the severe curtaihnent o f assisted immination 
necessitated by the depression which set in towards the end rf 
1937, and which was soon followed by a complete prohibition of 
all forms of assisted emigration.

A  few months after the publication o f the Sastri report, Malayan 
abour conditions (as well as those in other rubber-produck 

territory) were again snbjcct to outside, examination, this tin 
by ^  H. B. (now Sir Harold) Butler in his capacity as Dire® 
of the International Labour Office.- He also was impressed b, 
the exceptionally high labour and health standards of Malaya: 

. . . the trovernment has been able to develop health and educa- 
tion to a point attamed nowhere in the East except in Japan . ., 

inhabitants a sLiidard of liri  ̂
Eastern territories.’ » He rcfctid 

&vn , r l l  * . “ ndi'ions in India. But while tk
r r b e r  u L  “  Malaya (and to a lesser extent ofti.eotki
D r ta rV rr  countries) were clearly and fairly set out, the
C l e r T r «  H 1 *as also emphasised. Sir Harold
conditions 'm f  „ ‘ maintaining or advancing social
products an I f  ‘'“■lure o f the demand for primary
p J S t h f o . f  fluctuations o f which rubber
labourers was often “ ample. As the repatriation of migran* 

lost touch with their S °ag B  "s L'’h ’ ' 'P
of snWstence farming for^es’tate S o u r t f  “

ore t e end of 1937 another slump had set in, lending topical

■ o f  ^  ^  W



H arold B u tler’s rem arks. The price of rubber was 
w  October, and  though rates of release conttaued h igh  

Hing . a r  substan tia l reductions w ere expected.
the end o immigration was sharply curtailed and

Jjtr No'Tmbe g ^  to workers returning from visits to
" X  f l  J o f  the severe reduction in releases in 1938.

1  suffice to prevent unemployment, nor to maintain 
Cdian workers had again to be repatnated on a large 

" f '  im e 30 000 Indians (including minors) were repatnated 
’ 38 U nem ploym ent was heavy among Chinese, and also

T«HJan<; unA>iUinR to claim repatriation.^
"938 Indian estate wages (men’s) were reduced by 

n! to 45 cents The ControEer o f Labour also announced

work, and an offer o f 20 days would be regarded as =uffic>ent
4i official toleration of under-employment was of course con^ ^y  
ra.= labour legislation in  force. The combmed °  ^
«„ decisions was a 25 per cent, reduction m e a rm n ^  -f'ued fo I  
bytlie United Planting Association of M alaya m June caUe 
Wier reduction in wages to 40 cents in .August.
»  pressing for a  decrease to 35 cents ; m  ™
Action in days worked, this last demand implied a fall ”  ^  |
Jalxiut 42 per cent, since the beginning of the year. D em a^s 
TOC also put forward for a re-introduction of the paNrae
llitee-quarters o f the daily wage to tappers. ,n  nrr rent.

N'o further measures were, however, taken after t P̂  rhiofiv 
cut in wages and the official consent to under-einp a )  me , 
because the Indian Government took drastic action, an 
cemulting the Malayan authorities prohibited emigration as w m  
litbjone. The proliibilion applied to persons ® ‘
ferihe purpose of unskilled work (defined as persona un ei ‘
6 work for hire), or who were assisted to enugrate , ui 
JMan Emigration Act o f 1922 the control o f the \
tonfined to tliese emigrants. The prohibition there o , , j  
1̂1 would-be emigranls seeking assisted passages, as we <

‘ u -h ilc  l i n k  w a s  d o n e  to  a l lc v i :u e  d U tr e ^  tfta t
, '^ e r t a k p n  to  r e l i e v e  u u e m p lo y in e n l-  S u tn c  u t t l  e “  d e f ic it  w h ic h
; F .M .S .) w e re  u n b a la n c e d  (o r  r a t h e r  n o  efl--.rt m a d e  to  d ic n u ia t

emeiKiog), a lso  w i th  th e  d e f in i te  id e a  o f  im p r o v in g  .33
M l p rove s u f f ic ic n l,  ih e s e  w e re  g r e a t  s tep s  f o i w r d  su k  ' ^vork.
Outside k e y  a r e a s  th e r e  w e re  in s t a n c e s  o f  p a r t - p a y m o n t  11 .^ .^.e,„pluyni<-iU.

A gent o b ta in e d  a n  e a r l y  w i th d r a w a l  o f  th e  o f lu 'i^ l to n se  > sU U iu t v

tlie  r e m a in d e r  o f  th e  y e a r  th e r e  w a s  a  te n d e n c y  to  u l tc r  if:..
m iin b e r  o f  days’ w o r k .  I



o f bcarcr-Ictters or identification certificates fi-om their 
managers even though they wished to pay their own f 
such letters and certificates were held to be evidence of an*"’ ° 
nient to work for hire. Workers returning from a holid?*' 
India, frcquendy intending to rejoin their famihes in u j "  
were not allowed to leave, as many had identification ccrtifi*’’ 
and were thus afFected by the ban. Shordy after the imposS 
of the ban, legislation was passed in India authorising the Go\Z 
ment to prohibit all forms o f emigration. In practice this ibm 
tliat the authorities could stop all deck pa.5sengers from proccedi. 
to any specific destination ; this, however, was not appliedj 
Malaya. The Indian decision aroused much protest in Malaa 
The authorities emphasised the hardship which was inBictai« 
many stranded workers who were not allowed to return to Malni- 
they also stressed that the unilateral decision was contrary to tk 
agreements (embodied in unpublished official correspondenccl i« 
iorce between the Indian and Malayan Governments. But wHt 
the Indian decision was abrupt and liigh-handed, so had been* 
action of the Malayan authorities in acquiescing in a severe M 
m wages and earnings o f Indian estate workers, without agrnii, 
to an Indian request which was put forward at the time for pii, 
discussion. '

Aflier some months o f mutual recrimination, a Malayan delegi'i 
uon proceeded to Delhi early in 1939 to negotiate the co.idi.i« 
ot a resumption of assisted emigration. The discussions covcredi 
«de range, including standard wages, prohibition o f the saleJ 
quor on estate, vernacular education o f Indians, represcntaliD. 

o f l n S !  ™ legi-slative bodies, and the employme.1
Sentpmhf Agreement was not rcachcd by

2  a n r f w f  correspondence at the outbreak of the Europon
not Ufted and ”  abeyance. The ban on emigration
passensers a i?*  emigrants was restricted to unassistri

S f e v e n r ^ , ™ ”  “'■«=■■ >938.
employers and of il “n  undue readiness on the part "I
of a d ^ : s S „ : l t  o f * '
in earnings was imposed ^  P« cent.c«l
seriously pressed for, .W r  a f /  '*0 P"''
w liic h  fo llo w ed  a  p e r io d  n f  -a u n f a v o u r a b le  pnc»^
was certain that t r p l e  ^
firmly controlled. Had there h "'.'1mere peen a danger o f a long-penM;



f.h .. Malayan rubber industry, a  general reductiori in 
would have been unavoidable, as the Straits dollar, 

moo'y sterling, could not be devalued. This, however,

a “ "‘‘ b i r a ld ' t h e  increasing Congress pressure both
Gover^iment and on the Central Government leti 

® M alian authorities and planters to search for other potenfal
* r  estate labour. Javanese were being increasingly em- 
T r f  nn estates,! and shortly before the Japanese war legislauon 
’^̂  . t i t t r p ro ^ d in g  for the extension of the organisation of the 
S i r i m t S a t i o n  Fund to cover Javanese workers. Vanous 
T rf„ o “ X a  system o f subsidised passages) were bang  un- 
L^Lm Iv c I v a J d  for tlie organised im m i^ation of agricultural 
h t a  from South China. Estate managers found that the * rec  
L V m e n t of Chinese on piece-rates (as distmct from m d ii^ t 
anoloLent through contractors) was more pracucable than had 
t o  believed, and this was spreading. A  few estates, chiefly m 
ile northern Unfederated States, tried to employ more Malays, m 
one or two instances witli considerable success.

The high prices and large exports o f the two y e a r s  before the 
outbieai of the Japanese w ar resulted in a gradual 
bfan wages and earnings, and in a more rapid rise ”  ^ i ““ " 
rniiugs. The general shortage o f labour was enhanced b> tie  
itquirements o f replanting ; the 1940 Anrmal R eport oUb<t ConM ller 
of Labour referred to the large though unspecified number o 
»wkers employed on replanting operations in that 
wages, which had remained at 45 cents since May 1938, were 
mlored to 50 cents in October 1939, raised to 55 cents in January  
1941 and to 60 cents in A pril 1941. The last two increase were 
It first regarded as cost-of-living bonuses, but eventually as dennite 
mge increases. Standard wages in key areas still remained nomm- 
‘Uy at 40 cents, and were tlius unchanged for eleven years un g 
«llich actual wages ranged from 20 cents in 1932 to bO cen in . ■
Ckinese earnings rose firom around 55-65  cents at the ou r 
“fttc war to over one dollar by the summer o f 1941. Durmg 1 9 «  
state workers, principally Chinese, drifted in growing “
®allholdings where daily earnings o f over one dollar by ( ^ e s e  
lappcrs were frequent by the spring of 1941. When m the la^  
»mmer the price o f uncouponed rubber rose to levels not 
9H« the 1920's, instances o f record earnings o f 2-3  dollar, a aa,
. This is not shown fully in the M alayan  labour statiatiea wh<rrr Javanese .ir- 
“ M̂ecl in ‘ oth«- •



were reported. Hie sustained iiigh level o f the demand for I 
was accompanied by considerable industrial unrest much r ■ 
political origin, such as the anti-British Congress pron 
among Indian labourers, or anti-war propaganda bv com *  
among Chinese workers, which subsided after June 1941 
lation providing for the registration o f trade unions and 
establishment o f machmery for voluntaiy arbitration was enactei 
m 1940, too late to exercise any influence on the course of evfiits.

In Java real wages had been low before the mid-1920's wl« 
the rubber boom and the rising prosperity o f the sugar indush 
contnbuted to reheve economic conditions on the greatly oval 
populated island. During the sccond h a lf o f the 1920’s Javanoe, 
hbourers earned about 60-80  guilder cents a day working on sup,' 
mbbe or tea estates. This they could do while continuing to fa 
S e k  fa they themselves or membenof
rubter T t  * “ i
Tf 1931 the specia lly  as after the spri«s
tow cric Java  suffered both through vm
i m ^ e  I n ' f ^ ^ r  * e  Chadliou*
I T I Z '  K (men) still earned 50 cm.
lo ^  “  1 ^ 2 0  cents. Accordi.|
had bv 19sV f  ̂ report  ̂ wages in some overcrowded districts 
Harold B u tl ?  ‘ u o f JO Si
worst affected db& Ls ''“ 'y ™ges o f 4 -9  cents in the
sharply but noi in ®
cost^ otlivlT ndex T r ™ ™  “  ^he ofCciJ
averaged 51 in ^932
of Java was fed Tinf i The crowded labour market

missed labourers from rubber\nri‘ “̂''‘'” '' *government departments and from various
labourers (indentured nn i f  ^   ̂ stream of rcturniiig
tappers from native holdin^T r

In the O uterT ovrneeT ?chie,r- .
estate wages declined nmnr. ^ East Coast o f Sumatra)
and much less than in j  ̂  ^  ^^^cwhat less than in Malaya,

“ Java, from about 45^47 guilder cents at tht 
‘ Rtiml on Ecorimk Ciy)tditima in Utf JV.,h » 

of Overseas Trade, 1933, BoakJ of T r a d e .  Dcpartrocn', Dcpartroei”

M i



„ ,m und 30-32  cents by the end of 1932. There were 
ojci of 1929 to a indentured workers, for f i r s t  engagements
jifferciit rates • „ere  a number of arrangements

for f  S id a V s  and the issue o f rice. A  decline of about
td ic a le  the order o f magnitude o f the reductron 

ĉ-third WOUW iiy. The various measures by the
'■i> T S e  Outer Provinces to retain their labour forces
planBUois of th^o ^p^jn^tion charges and the expense of 
'  t  r e c r u i t m e n t  should conditions improve), such as free
t “’“t f o r f o o T  cultivation and the transfer o f workers from 

estates, could touch only the fringe o f the problem, 
dismissals took place almost without rnterruptron

■ ' " S  irc o rI ;i" e ^ d  the indenture system acted as

j m ote rapidly than w as prowded for b y law  In «
of Ihe slump the estates became anxious to 
forces, whose indentures stipulated wages and 
could not be met after 1930, and efforts were s^cessfully made to 
Uucc the labourers to break their contracts, ■^e 
tics insisted, however, on maintaining the workers ng 
rtpatriation. In 1937 another ordinance was issued to accelerate 

; further the disappearance o f indentured laboui. ^^ntfianres  
The table on page 246 summarises tlie official 

I on estates in the Outer Provinces, and shows die inden-
lolal estate employment, as well as the disintegration o

1934- and 1941 estate wages in the N^E.I. w - e  largdy 
able at the levels to which they had been « d u c e d  during the 

: slump; some of the stai-vation rates in centra an e
I improved, but these did not greatly concern the ru ■

Men’s wages in the principal rubber-grownig djstricB o f j a - i
'onained at 18-20 guilder cents for a full day s wor  ̂ ^
robber estate workers (men) were generally paid 
nine-hour day. There were shght variations with ditteren

1 »f agreement, but these were o f small N.E.l.
“ tegory rates remained stable until 1941. In (he
Wvernmcnt made some attempts to improve estate . g -

^ s i o n  of 1937 put an end to these intentions. .\5 oe ,



T a b l e  IV

Estate E mploymm t in  the Outer P rov in ces  o f  the N .E I  al lU 
each y e a r ,  1929-39 '

(Thousands)

J929
1930
1931
1932
1933
1934
1935
1936
1937
1938
1939

Indentured Umndentured
workers work ers

. 406 115
. 353 126
. 203 156
. 54 209

25 210
16 215
17 243
19 258

. 30 309
19 313
7 327

em ploym ent, o f  w h ich  ru b b e r

Total

521
479
359
263
235
231
260
277
339
332
334The r 

about on<
rubber and to b a c c o  p la n ta t ii^ ^  ucu im e in  em p loym en t was heaviest on the :

^ i c a l  agricu lture , no tab ly

On the na.“ e r f  ™
in 1928-29 ^  ° f  Sumatra and Borneo share tapper.

from these levels, the Leat"‘m ^ ° “!^ earmngs decline substantially
return to Java  Bv 1932 ^  ^
of 15-20 cents ™“ y “ ntinued to tap with daily earning!
in several o f die o f f i c f a ? “ 
considerable reflux oflahnnr r  !  R eports. In spite of the
Provinces to Java thousands 7 T  districts o f the Outer
ployed estate labourers or worke.^''d,W sharc-tappers and uiiem- 
Department remained the rthh
w a g e - e a m e r s  u n d e r  o n e  o r  “ “ " - e r o w m g  d is t r i c t s ,  e i t h e r  as 

b e  f o u n d  i n  t h e  O u t ”  P r o p s '  n r  w a g e  s y s te m s  to

« : lv e s  a c q u i r e d  s m a U h o l d i n ^ r ' T h !  “  who h a d  th em -
s u b j K t .  ® ■ ^ h c i e  a r c  n o  p r e c is e  d a t a  o n  tliis

> o r ta n c e  d u r in g  ] 934- . q f i  w a s  o f  minor
__  ̂® as t h e  o o e r a r i r v n  , u _ _____• . _

importance during ] 934-36 as ^"i^iJiioIdings was o f n
duty limited production to owner.t^ *^Peration o f the special export 
was a sharp rise in smaJJholder?’ families. Tlierc
i n t r o d u c t i o n  o f  i n d i v i d u a l  restriclion”'' '̂̂ ^  ̂ following the

’ increased prosperity,



I, higher outp u t, led  to the resumption of production
a id  earnings o f share tappers were 

^,b ^ j t  o f 1937 and daily earnings o f 60 -80  guilder
kigk “ nrted But until the outbreak o f the Japanese wa^ 
'“ ‘’ T T t h e  native output was derived from owner-tapped
4c bulk of 

iings.

V I

r  t  S : L y t  " r w iS

There IS also a larg labour The arrangements for
art5 as an important source ot estate laDou q9Q_S0

- r X S ’i S ;  - r : ; : ;

hM alaya, where they refer almost entirely »  
lltarers Moreover, when there was no
[he proximity and easy travel facilities to Sout n „ tu m ed
much movement o f lab ou r, and estate labourers reque ■

10 South India for an amiual h o liday; ^ove-
thcrrfore, of smaller economic significance
ment between M alaya and South India. Emplo\c
workers on estates o f ten acres or over numbered 5 , ..ooroxi-
of 1929 and, according to an official estimate, o f | '
mately 100,000 were on rubber estates They
some 300.000 acres o f the planted rubber area. The m V
estates and the hilly country explain the lower acreage pc
compared with M alaya. , . k Tnrtia

Real wages were in 1929-30  much higher than ”  Sou h 
Proximity to India also offers certain advantages °  . . .
Indian labourer which to a large extent offset the ®PP''^‘ ,
'»2ges and standards o f housing and sanitation in



p s i e d  w i t h  M a l a y a .  G e y l o n  t h u s  h a d  l i t t l e  d i f f i c u l t v  : 

f r o m  S o u t h  I n d i a  s u f f i c i e n t  l a b o u r  f o r  a l l  e s t a t i-  r  • 

N e g o t i a t i o n s  m t h  t h e  G o v e r n m e n t  o f  I n d i a  r r ' . ? ? " * ' '  

M i n i m u m  W a g e  O r d i n a n c e  o f  1 9 2 7 .  T h i s  les-i^l 

I n d i a , , s  o n l y .  T h e r e  w a s  s o m e  a n .x i e t y  t h a  . h t ^ t r  
w o u l d  b e  j e o p a r d i s e d  b y  i n c r e a s e d  e m p l o y m e n t  o f  S , ™ , , ?  

t h ,s  t u r n e d  o u t  t o  b e  u n f o u n d e d .  tL  m i n i m n n f  ® 
c a i n e  m t o  f o r c e  e a r l y  i n  1 9 2 9 ,  w e r e  a t  d i f f e r e n t  r a t e s  [ o T u T ’ 
m , d - c o u m r y  a n d  l o w - c o u n t r y  e s t a t e s  t h e  d a i l v  r  ‘  ^

5 4  5 2  a n d  5 0  r u p e e  c e n t s  r S p e c X ^ v  with “  r ™ "
a n d  c h t ld r e n .  T h e  c o s t  o f  l i v i n g  a t  h i g h

higher, and the work more s tren L n s  f  was somewhat
^ti-ation. These rates w"r “w e r c i  r i  Pfrticular difc
w o . t e ,  a n d  w e r e  t h e  r a t e s  a c t l l I v  u

t a m e d  m o r e  t h a n  t h e  m i n i m u m  r a t e ^  i n  o r f f  f

m e a s u r e  o f  s t a b i h t y  t o  t h e  r e a l  w a f f e  o f  i l ,  i ^

h a d  t o  is s u e ,  a t  a  f i x e d  o r i r e  . J- J; <1»! e sta tes  abo

m o n t h  f o r  e a c h  a d u l t  ir iT lp  ’ . “ ' ’ “ h e l  o f  r ic e  per

f o r  w o m e n ,  a n d  f i v e - e i g h t h r f o r '^ e  ' h  " I ' a  bushel
a ls o  a n  o b U g a t i o n  t o  i l T  t  r  c h i l d .  T h e r e  was

e v e r y  m o n t h  f o r  e a c h  n o n ^ w o r k L ' S i l d  o f “ ®'’ ‘ !’Widow. There was ‘'iduli ukui or woiiiiip
six days- work a week, or wages“ in X u  Th“"  ""
t h e  m i n i m u m  w a g e s  a n d  t h e  ■ m a c h i n e r y  f o r  varying

- e l a s t i c  a n d  t h e ® p ™ « d „ r t  l e n ^ h ^ ^

3 6 - 3 8  ^ p e r l n f s  p e ? ' l b ' ‘ m ' '  P * ''“  o f  r u b b e r  aroun d
d i f f i c u l t ie s .  T h e  f i b b e r  e s t a t e s  w e r e  a lr e a c iv  in

p r i c e  s t e a d i l y  f a l l i n g  t o  l a - I ? *

s p r i n g  o f  1 9 3 0  t h e r e  w a s  c o n , t n “ ‘ '  ̂ ' P ' ^ ’ b e ,- . F r o m  the

t h e  m i n i m u m  w a g e s .  T h e c p  ] ^ ^ ^ ^ ’ t a t i o n  f o r  a  r e d u c t i o n  in

p l a n t e r s  ,■ t h e  t e a  e s t a t e s  w e r e  f r o m  ™ t'l>er

b u t  t h e i r  d i f l i c u l t i e s  w e r e T  '  P ™ P C i - o u s  t h a n  t h e y  had 

w a g e s  w e r e  r e d u c e d  b y  5 a 1 ?

c h U d r e n ;  a t  t h e  s a m e  t i m e  (I ” '='>• ' ' o m e n  an d

f r o m  6 .4 0  t o  4 .8 0  r u p e e  n e , .  h  , wa s  re d u c e d

d « u g e s  lo ft  ti,e

pay cash but had the cost L d u r , Th unminclfui of ihc

' “ com .nueu .buy hU rice through his



available to the labourer after expenditure on rice 
H this was regarded as an adjustment and not a cut m  

ĉhange . ^terpretation accepted by the Indian authori- 
reduction or adjustment was, however, considered 

«  in view of the depression, and substantial further 
in money wages were gazetted in December. Minunum 

‘̂  'Tof adult men on mid- and low-country estates were reduced 
M and 41 cents (with roughly corresponding reducQonS for 

and diildren), with an unchanged issue price of. nee of 
' r 8 r “upees per bushel. Wages on up-country estates were not 

f j  The practice o f paying only three-quarters of the minima 
f  m L n g  work made its appearance in 1931 and was spreading 
t li! the beginning of 1932, when it was challenged in the courts 
r i e  In d i^ A gent. It was finally declared illegal m Februarv- 
1932 The judgment resulted in a great outcry and in demands 
|“ L  aboUrionrf minimum wage legislation. Le^ than six days 
work was also being offered on many properties but t^s wa. tokrated 
pnncipally to prevent the closure ol many of the smai ei e s u t ,^  

The price o f rubber fell sharply m February-March 1932 a»d 
f a  of tea in April, and heavy dismissals o f labour 
pimed by widespread agitation for the termination 
rage regulation. These demands were refused and P a”^  
h»d to be content with another formal apphcation m 
iKluction in wages. A fter much discussicm “ S'™™ ™
ind after prolonged correspondence v̂Ith the Indian au i 
mimum rates were reduced, the rates for men 
41, 37 and 35 cents, with a reduced issue price ut ol 
Iliese rates did not come into force untd May . .
lime the position o f both rubber and tea estates la  i p 
subslantially and rates higher than the minimum » ^
wiely paid. In November men’s minimum rates « u t  ■
« . 40 and 38 cents, the issue price o f nee being le t ,u P< -  

Workers who between 1929 and 1933 "in
from their estates suffered only a comparativcK sm.
■ter wages. It is, however, also evident that the surph .
1* after paying for rice was in 1929 and 1930 much less th.in

®»le. N cverthelesi, a n  in c ira s ii ig  n u m b e r '''™ ‘  ‘ ‘I  “
» p o , e „  I r f ,  „ i , h  nn so ld  n o ck s. T h is  k .,a .n s  '
”^Ployers argued that i l  w :u contrary to the spirit of ti c i

wage legisJauon that w liilc at the times f
bcavy losses on the rice they issued to th c r workm , tla  b u e r ....

W  their suppUrs from outside whenever marki't ^  ^
^  'lie depression progressctl this dissiuiil'ui tuja iialuraH) •



that o f an Indian worker in  M a la y a . G enerally  it  ann 
ivhiie m  norm al times Ihe Ind ian  estate labourer in m T  
noticeably better oH' than  in  Ceylon, tlie  re lative  nn.;, ‘
reversed between 1931 and 1933. This w as due to IJie 
ance of the tea industry in  Ceylon, assisted by a  m i n i L r .  
legislation covenng the whole counUy, arid  the iud id al H ^  
a g j^ s t  the paym ent of wages below the m in im a for m o n i in t S  
only. I h e  proxim ity and easy access to South India mav T  

played  a  p art. I t  was officially estim ated that employ Jem «  
rubber estates was rough ly halved  du rin g  the slum n f J  u
100,000 to 50,000 estate la b o r e r .  ; to ta l esfate f
from 540.000 a t the end of 1929 to 430,000 a t  the end of^gaS" 

D urm g 1934-41 the estate labo ur situation  in  Ceylon wu 
characterised by a  g radua l return  o f m oney wages to the 1929 level

O vt t  In d o -C eW o n L  p o M c lf c „ 2
over the discrimm ation against Ind ians in  Ceylon In 1934 tk,

cents irom  the previous rates o f 4fi dn 20 . • . ^

i n X  C e v r o f e ^ a f  preponderance o f l i
not enjoy the sam ^ ^ m ark e t ; w Jiile the tea industry did
1937, i l  L g e l y  S L n e T l ' r  “  ' h '  ™ bber estates i.

1 9 3 5 - t  a n r a g ^ " t o T 9 3 8the statutory m inim . r ™ ‘'ubber estates ofiered less tian
A g e n t p S e d a ^ Z ,  ;h °
especially on the sm II "'*“ ‘^*"''as d ifficult to ehminatc,
e ^ Io y m e n t  a t U  " h e re  in  1938 four day.'

the labour force was largely'^sTtUed f d
would have inflicted m urh I -  closure o f d ie estate
fo^ tlie paym ent J f l r v  i t e ^ ^ ' P  Suggesti®
also recurred, but were succes,f,?n“ ™ °*
who was supported by some of th Ind ian  Agent,

In  1939 men’s m i r i m r r ?  P l^ te r s .
were raised to 47 and 43 cents^^'^M°° ‘°w-coiuUry estates
o f rice . This incr“ se 4 3  A e  issue price
which in  turn represented the I9 2q 7“ T  ‘ 931 rales,
m the issue price of rice from 6 4U to Tfln th'= reduction
increase in  the m in im a was airrf,.,! .  ' ,  J^Pees a  bushel. Another 

a r ly  jn  1940, -when m en’s rates



5:
«ett

. J  ,  ■54. 52 and 50 cents, which were the 1929 rates ; the 
■'■■ ■ of ric’c was still left unchanged at 4.80 rupees.
^^'Tvarious changes were generally effected in agreement « t h  

n luthorities. and assisted immigration was resumed after
*  f t ?  and continued until 1939. The immigrants were prac-

returning estate workers and their relatives. Seno-.T 
rlevelooed, however, over various discnminatory 

^ ' C a i i ^ r i n d l a n ;  in Ceylon. When in 1939 the O yion  
iC im en t dismissed many Indian employees and ^

W  these by Singhalese, the Indian Government prohrbited 
h  unfkilled workers to Ceylon. This step wa, 

r ic T ri  by the nationalists in Ceylon, who had been p re ss in g ^  
me time for the exclusion o f Indian immigrants. The rubbCT 
aid lea estates, though apprehensive o f the future, were 
seemed, as they were not short o f labour at the time. The me. 
immtdiate sufferers were the many workers on a temporary 
„ Madras who were not allowed to return, whether or not th ^  
WE prepared to pay their own passages ; the numbers sttanded 
I L h  greater * a n  those affected by the 1938 ban on emigraaon

* ttt''OTployed estate workers in Ceylon (of whom, it wiU be 
mmbered, only about one-fifth were on riib ter
..mbered 438,000 at the end of 1933 ; 477,000 at the end of 1 9 ^  
«3,000 at the end o f 1938 and 435,000 at the end of 1941. I t e  
Ifct figure was one per cent, below that o f 1933, the owesi reac 
during the depression. These fluctuations in 
were much less marked than those in Malaya. 
restriction rcduced the demand for labour, and even e ^  
releases in 1937 could be satisfied bv a comparatively sm a ll mcrea.< 

the labour force, togetlier with fuller employment of the exisu^  
t e .  Assisted immigrants were called on only to replace 
ind even this was not possible after the ban on einigratjon ui ^
Estate labour was said by planters to have been t  -

‘ fquircments throughout 1940 and in the early
The labour situation became tense towards the ena 

^ -virtual de-restriction o f rubber and tea, together 
Padual wastage o f the labour force, brought about
*^ngency. The m ilitary  reverses of Jamuuy-MarL'h 194-. t. -.-

.  ‘ Ceybn rubber exports Imd faUen far below the pcrniiaible -
•>««<ive!opine-iu of the labour shonagf, and ihc explicit a d i i» » i ' '«   ̂ .
^ n o t scarce imtil ihe autumn of 1941 was lancamount to ixdiv.uu r. 

was in excess of CeYlcm’s eapadty .



b y j u r  r a i d s  o n  C e y l o n ,  r e s u l t e d  i n  h e a v y  e m i g r a t i o n  f r o m  C evl 

I n d i a  a n d  t h i s  a g g r a v a t e d  t h e  s h o r t a g e .  N e g o t i a t i o n s  w e r e  i l  *  

f o r  a  t e m p o r a r y  m i g r a t i o n  i n  1 9 «  o f l n d i a n  e s t a t e  w o r k e r s  t r  

b u t  t h e s e  a g a i n  f a i l e d  o n  t h e  a p p a r e n t l y  i n t r a c t a b l e  issue 

poliucal status o f Indians in Ceylon. ^
M o n e y  e a r n i n g s  h a d  a n  i m p r e s s i v e  c a r e e r .  F o l l o w i n g  a , 

e n q u i r y  m t o  I n d i a n  b u d g e t s  i n  t h e  a u t u m n  o f l 9 4 ]  m e n ' ,  • 

w a g e s  w e r e  r a i s e d  b y  3 c e n t s  t o  57, 55 a n d  53 c e n t s ,  w i t h  c o r r Z l "  

m g  a d j u s t m e n t s  i n  w o m e n ’ s  a n d  c h i l d r e n ’ s  m i n i m a  ■ t h e  is s „ 7 n  

o f  n e e  r e m a n e d  a t  4 .8 0  r u p e e s .  I n  1 9 4 2  t h e  c o s t  o f  l iv i„ g  

s h a r p l y  ; w h i l e  b a s i c  w a g e s  r e m a i n e d  u n c h a n g e d ,  a  special cC 
o f - h v m g  b o n u s  w a s  a d d e d ,  v a r y i n g  w i t h  t h e  s o a r i n g  o ffic ia l coil 

o f - h ™ g ^ d e x .  B y  m i d - 1 9 4 4  t h e  b o n u s  f o r  a d u l t s  w l  a t  th  Z

.0 3  r u p e e s ,  o f  w h i c h  t h e  b o n u s  r e p r e s e n t e d  4 6  c e n t s  ; fo r  women 

t h e  b o n u s  w a s  a b o u t  o n e - h a l f  o f  t h e  w a g e .  I n  A u g u s t  1 9 4 4 it w a , j  

p r o p o s e d  t o  a b o l i s h  t h e  d i f f e r e n t i a t i o n  b e t w e e n  u p - ,  m i d -  a n d  low 

c o u n t r y  w a g e - r a t e s ,  a n d  a l s o  t o  c o n s o l i d a t e  t h e  b a ^ s ic T v .g e  d I  ‘

“P-. "'d- - d  lo.:'
w a K C M d t h  “  f r o m  A u g u s t  1 9 4 5 .  T h e  b aic!

l e r a H v  CO 1- r  f  d o  n o t  a p p e a r  t o  h a v e  j
^  c o i ^ o l i d a t e d ,  h u t  t h e y  a r e  r e g a r d e d  Z  c o n s o l id a t e d  i« i

v e ^ e t  n  f  T h "  a c t u a l  w a g e f M i
v e r y  g e n e r a l l y  i d e n t i c a l  w i t h  t h e  m i n i m u m  r a t e s .  ;

mated P™ducing territories a p p n ®

-a te rp fo S u c tj/ ."  r ™ "  “ ■
l a r g e l y  o n  m i e r a n t  F r e n c h  I n d o - C h i n a  t h e  e s t a t e s  r e W

w a s s o m e w h ^ a  T o n k i n e s e  l a b o u r e r s  ; t h e  situation

o f  t h e  T a b ™  '  ‘ 0  'l> a t  i n  S u m a t r a .  I n  t h e  1 9 3 0 's  many

c o n s e n t e d  t o  a  r e d ^ t i ' o n o k h ' * ™ - ' ' " ' ' '
t o  3 2  p i a s t r e  c e n t ^ 7 f r Z  1  f  " * 8 =  f r ™ '  «

t h e i r  c o n t r a c t s .  F r o m  1 9 3 2  t o  194(1 ren ew in g

w i t h  w a g e - r a t e s  a r Z d  3̂  °  '■‘ ^ S e ly

w o r l d n g ^ d a y S - r e  "o . e „ \ ’ r r ‘^̂  ̂ ‘ '“ “ Iincluding a state-ooerai^^H !i l̂iowaiiccs,
&-10 cents.. S  espSseTv ■''=Pt<=sented another

sparsely populated red-soU districts continued »
* One franc v .^  worth about 10-19 «:,~- 

d ^ a l^ tio n a  brought it do^n to about *^34-36 ; the successive Frfoch
Frct^ch Indo-aiiiu i were mucli below the in the N.E.I, m i  m
working d*y, M^^yan r a t «  which > t̂rc paid Ibr a  sl.oritf



A and Tonkinese workers, m any o f whoni
authorities exercised a  close control 

^  sial ‘“^“ ""^ditions o f the indentured workers. The grey, 
l,e w o rkm g cond jated districts and most o f the

were in densely ^

iboorers ‘̂ „ e o  no completely s a t i s f a c t o r y  solution o f
I„ British North before the outbreak o f the Pacific

j t  la b o u r  probleni , and the estates relied on Chinese
No Indians direct in Ja v a  or through

itour. or on i on local M alay or Dyak labourers.
e t a ”  labour situation is somewhat analogous to

labour supply close to the estates m the

• ir illaP 'ftS .
uiai 111 .....
oaghbouring villages.



DEVELO PM EN TS IN  TECHNICiUE

A S a lready shown, the m ain  process^ o f rubber production . 
essentially simple. Nevertheless, there have been im nn l 

developments sincc the 1920’s, some o f which were a  major f Z  
m the reduction in  estate costs du rin g  the depression of I999 , 
A&tr 1934, however, regu lation resulted in  a retardation of tl,; 
apphcauon of improved techniques to estate production ch i*  
through restriction of output and  the proh ibition of new planting 
At the end o f the period, w ar conditions, cxcess profits tax at 1* 
per cent, and the fact that some o f the experim ental results were 
proTOional. m eant that little  o f the increased knowledge was appW 
In the following discussion attention w ill be concentrated on cstat̂  
practice smce {as w ill la te r  be shown) no re liab le  information about 
technical progress on sm allholdings is av a ilab le , while the various 

“ ' “ ded v ir tu a lly  no assistance to

J

i n d i ^ Z ' / * '  i" * e  rubbet
t a n d fL  were intensifications o f long-period

eadt n r i  for instance, been a

o r a s i t a n T l e L f i g r n K ^ ^ "as a nnrnni firr, • per European was regarded
“ r «  wM e b r t'h “  f T .  ’ ^-^^nd 6oVsM

There w e rJ  h “  ^
n e a r l  c h a ^ r ’in f T ’'’ i" " * "  w hich were more

75-80 per cent, of d irect f T h ” ' ! ! '  costs were about
on the volume nf ‘ exercised a  d ircct influcncc
1929 and 1930 was the r e S o n  ' inU’oduced in
on the realisation th a t m t e  late^"
area  by the concentration of ta p p in ^ fe , “ 8" '“
when latex  flows most fredv Ft j  • “  •’» “
and thereby in  a  reduction' in  indiltr^  P'"'
meant slighUy higher tappmg costs nerlh
in by  each worker decreased slighdy ‘

254 la rg e r  number



^ S ; r 5 E - » “ “ i “ b " j ; = K
• <r The n\ost popular other two-thirds are

t  onlv slight. Before 1933 t t o  e x p e n m . n t e

: S « '  ‘̂ p"d^«V daily tappmg
„half-circumferen«, “ Vrd o f the estate rested The
0,  half-circuroference « t h  ° n ™  ^^em, but subsequently re-
Iritute at first favoured ^ n d  that the fall in ytelds
T«rd this recommendaoon, as the reduction m
«asin most iJKt^nces alinost pro|»

tapping intensity. ^ c in g  the proportion o f the time
ittempt to reduce costs. „eg to tree, substantial
spent by the j "  d S n < ?  the number o f cuts on
economies could be effected. J  , increasing the period
each tree whenever the tree was P ? o f tapping (the total
of test between the tappmg days, the m ty unaffected,
number of cuts o f a given length per an a ^ n s t  a
Thi. system generaUy resulted m a slight hilly
substantial saving in tapping costs pei m r

development in the
An interesting and potentially imp ‘ • system knoivn as

later 1930’s w m  the notable success o f =>, 5‘ PP 8 .̂-e tapped
Ihe ■ fourth daily full spiral ’ under c u t  around the entire
every fourth day, but the tappmg c u t - a  P  standard

circumfcrence o f the tree— is dou -method under which the 
system, notably the h a lf alternate ai  ̂ every other day.
^es are tapped on one-half the ^^.Hhe alternate
Bark consumption is equal under former when one or tvvo
M y  systems ; it may be less ^ d e r  theJorm jr^  
nionths’ rest is introduced. The m /«ocicte FinanciHe des 
pnwcrful and progressive Socfin ComP‘ T commercial scale on
Caoutchoucs), and su“ “ ®f“’'\ P ’'^M rfhrec-auartcrs o f the mature
it= estates by the m id-1930’s ;  by '936  t h ^ » ”  , d on this
«tate area o f French Indo-China was said to



system. The system had been introduced into the 
the Rubber Research Institute, where it proved ver^
The worker tapped fewer trees daily, but spent more of 
m the actual tapping operations. Reflecting the higher ontn«‘”“  
worker tappmg costs per !b. on fully mature areas were g S  J  

.. 30 o 40 per cent, owcr on the fourth daily than under the a l S
■ - r e  h ig h e r 'T_ *1. j  T , , a c ic  were niehci

method also reduced supervision costs, since the area tapped on n 
given day was only about one-half o f that under the st™H I’ 
systems. The reduction in the size o f the labour force re L  S  
resulted in sa«ngs m many bther directions, such as medi al j  
housing expenses. There were some doubts about the lonrperirf 
effects o f the system on the growth o f the tree, and on the rate rf
f  m T  ’ >=^p™raents o f the Rubber Research Institule 

Malaya suggested tliat the growth o f tappable but not Mv 
mature trees would be shghtiy retarded. It could, however bi

p o L n S e s  Tn ■ P ™ * '
by the operation of ino acceptance was retarded
conservatS^ of ““d bv tht

■ butTn i g r t h e  S n ,?  “ d ° f  * e  agencv ho™,

“ d eradication of disease 
substantially t r t f e  redtcri®“ -'“ “ "‘ribiited
about th e 'n ?d -192o t clean
faith o f most e s ta t  e ,  “ cardinal article of
otpouive ivstem were adverse effects of tlii)
as late a  1930 it was c ™ ^ ° *  by about 1925. but
diBdv^ntiges o f c fe n  3 ™
fera'litv, priacioailv thm t, Pa<‘* u la r ly  its effect oa soil
m d i s t ^ K I S a V a Z  “ dica.rf
adopted by * T « "  “  o f smallholders.' It had bee.
of disease fwhich turned * '
competition o f other growths T  ^  '™neou.s) and ehminate the
«ras far more than of&et bir tl, j  availabft pbnt food whitk
of plan, food,. u Z Z  t w  Z r  ™
«W  o f supervisioa. and that it • "'w iing reduced tie 

% - w «  tree t a t  couM have heea L ™ ?”  aa in u li, wh(dl
adlMtagTOua methods ^  cost'v and diJ-

'  . 'ffects of ,;!ean
•'*«>«, i?E, 56_!9.



• soU erosion, became evident, various devices 
^ding. them but without much success and at

tried to deal j estates the results o f clean
^detable f  j  t,,at no remedial measure short o f replant­
i n g  were so harm an increasmg number o f

Tout l e  East adopted a policy o f selective weed.ng 
»“'“ *™“t T a t * a l  cover as sprang up between t re « , and 

t l v  definitely noxious growths, o r  those severely com- 
■ ^ ' “ C b t e r  T h l  was usually cheaper than clean weedmg,

wTn the East. The advocates o f clean weedmg ^
t o g  had argued that the removal o f growths ° * e r  t ia n  the 
«bber tree would interfere ™ th the p r o p ^  o f the 
riuringthe points o f contact th ou g h  wh.ch these 
Ut isperiraents revealed that this view re»te on ;„variably
y  the nature of the root diseases. These were now mar^aUy 
bind to spread most rapidly among the long, straig ’ . j.
™ ..sofruLr tree, on clean-weeded areas, while the 
and rootlets of a dense cover barred die progress °   ̂ ^
(n r ie g ro u iid  growths bv which the disease sprca s ) ,  (,„antitv
ta th esp read  o f the disease varied inverselv 
<H>ing roots in its path. These finding also exp ^  ^  small- 

•■vi'i not stated) the lower incidence o f root 
kWings, which had never spent money on eom ,
f'^ioos theories advocated bv the Institute itse « -  ^  rrcentlv
r «  t e f a l s e .  and the recommendations based
K- i‘j J j  to have been diametrically opposite to "^at n ^ ^
= the , : o ^ t  treatmern.’  In the words o f the 1933 A nm al R eport

« » «   ̂ • :• i . » d l  known th;u r - r -  d u o a .  owing
“  •  w f a  ecm i a o r i  -hanw Scn tuch protcenon J  r  ^  of the cr n r r
®=«iticP3 a a d -z-xhe ta c t  xhac th e s e  diaeaaes are ip tra '- c r ...............

-.-r-.*-.: W'r' •>'>'
* 4 ^  m x m ed  diai. x  ai tissu''- 11.=-

•• ‘"pt'T ic.';:.T  couIl: .../h thr pracltcc
]* y m w a h i  il ri prii-.;:--.. the eu i ir e  are*
•fBjcg M s n »  ef?wrair at '



of the R .R .I .M . : ‘ The progressive underm in ing of the cl ■ 
root-discase theories which had  m arked  the course of o 
investigation in 1931-32 cu lm inated  d u rin g  the year in a com?* 
revolutioa in  the views on the rcot-d isease situation as a w h I 

The substitution o f selective for c lean  weeding was can iiJ-  —  was carrifyl
long step further by  the advocates o f  the so-called forestry mei 
of cultivation. These argued th a t the H evea  was essentiaUy a f„,! 
tree and that therefore s ilv icu ltura l methods w ere most suitable f 
its cultivation. This im plied the to leration , and  indeed the encon 
agem ent, of a  dense n a tu ra l cover from w hich only certain sp e*  
aUy undesirable growths would be e lim inated . In practice 4 
predom inant cover would be a  stand o{ H ev ia  seedlings, asseedio 
Hetxa would, n atu ra lly , be most num erous on rubber estates and 
bemg shade-resisting, could grow  under m ature rubber. 
care in thm nm g out the cover before it  got out of hand and 1, 
e le c t iv e  weedm g w ith  attention to such factors as optimum cod 

dihons of hum id ity  and  soil tem perature, it  should be possible i, 
reproduce very- nearly  the forest cycle o f gi owth and decay chai 
acterisoc of the ju n g le  ; in  p articu lar , the nitrogen supply ofll 
soil cou d be fu lly  m ainta ined  w ithout expensive mechanical o 
chejm cal ti-eatment. Thus ideal conditions for the giowth oftk 
rubber ti-ee and of bark renew al could be ensured a t  far lower m  
tnan on the m ajon ty o f estates run  on orthodox lines. Morcovfl 
as Mme o f the seedlings of the cover becam e tappab le they u™l( 
replace casualties am ong the old stand.

directions the advocates o f forestry overstated thci 
ir r r f , .  n o r ig in a lly  a  jung le tree ra
oririnTll* ’ agr icu ltu re  and horticulture bai
o n p n a lly  ^ o ™  ,„ ld . This, however, reflected only on the pre 
S « e ? s o f *  “'■K ^ent, and  not on its m erits. Again, t.' 
f o ^ t ^  !  fo re sfy  methods o f cu ltivation  requ ire differeutiation 

" ’ “ ^gement, and  as a  system f.
™ " d t o r ° " ° ™ "  The rejavcna
been part of tT™ ™ ' *“PP'"S seedlings H’liich ha
S i o d  o fL i than forestry as:
p r o b a W ; X T i r S r o , T “Sement. This method woul,
slow growth anH ^ tapper, as well as n
ture on wages, an aspect'imi,fr  ̂ cxpciidi
o f forestry. Moreover it supporter
o f h igh  yields from budded stoc\f'® “ ‘V °
conditions. A gain , the forester is con '  “ 1• ester IS concerned w ith  a  low-value-cro|



wth, the economic basis o f whose production differs in

»wy V ™  a large measure of quali-
' to forestry methods. According to its 1931 Annual

jrf M P frt t indication that the planting pracuce of
' j lT L  along forestry lines, in which the nitrogen supply 

i '  a t  n k e ly « g n la te d  'through the effect on the selecuve
4  of natural coveR on the volume and nature o f vegetable

the soil, and the light, heat and motstnre conditions 
itbris reaching direcOon has
te„"o"^ccessful that however long the establishment may take, 

may regard ourselves at the point o f a new departure.
5  1934 with the prohibition o f new planting, interest in he 

X  c ^ l e r s y  slacLned, though the - S ™ e n t  was^rek.nmed

^ t w “o r L t e ^ e V v e n L i r V h e  re p S c e L n t  of the °td '.tand 
" h i T e e d h n ^  from the cover crop), n  was regarded ™th 

increasing scepticism, especially m rnd
of high-yielding material which resulted “  ® ,  f
kM tapping costs. As critics o f dean weeding * '  
forestry rendered considerable ser\'ice, and the \ ^Imittcd 
criticism of past planting practices came to be freely ,

After prices recovered from slump levels, the 
sates much discussed, but the economics o f the question still 
main doubtful.' As the amount o f plant 'n c M  <1 in jh e  
annual latex output is negligible, the manuring o ru . P , 
fcaturesaltogetherdifFeicntfrom thatof annualcrops, w n  
remove large quantities o f plant nutrients from t le so i. .
the latex crop does not make substantial demands on p an 
Ihtgromh of the tree absorbs appreciable amounts o f p j
The annual leaf formation also uses plant food, and i 
» washed away these nutrients are not retuine 
More importanl at any rate in M alaya orients,
plaot food through soil erosion. Apart from loss o p

1 A iw.. hrlcf review of tlie following 
'Those wishing to pursue tbis matter beyond t Haiuea in the Maiayan

P »^apha may be referred to Uje ^•a îous articles /„nccially 1931-32'.
W / » « a . » r W  (sp ec ia lly
« the Empire Journal of Expmnienlal Agry:ulture ( e s ^ c ^  y  J  . Rtsearch Scheme,
^  ofThe the Q,i.rUrIy Orculars of the
f*idtothefrequeiit<ontributic.mofDr. H. .\shplant to the n carrictJ out
«  November 1937). Some of the best known manunng cf the United

J . Grantham on the wtates of the Sumatran plant.u on su •
RubbcT Company, and the results pubU^hed peru.aicaJl> 

ftWfrruifeu;-.



the fertility status o f estate soils may be iow owing to an inh 
lack o f one or more o f the main plant foods (nitrogen, phosnt"'* - 
or potash). The sustained high yields o f smallholders' rubU 
which is never manured, show that, apart from fertility lo 
through soil erosion or other results o f unsuitable cultivatf* 
metliods, manuring is not necessary. On smallholdings the dens! 
ground cover has generally prevented soil erosion and the Icachin. 
away o f nitrates through the direct impact o f heavy rain, wliil 
the ample supply of vegetable ddbris restored the plant fmd 
absorbed by the growth o f the trees and the annual lea f fonnatioj 
The plant food requirements o f rubber are much below those of 
ammal crops, and the main task is to prevent loss o f plant food 
through causes other than the annual har\-est, and in this tht 
smallholder has been more successful than the estate.

The still doubtful economics o f manuring is bound up with tit 
uncertainty o f the physiological function o f the latex in the tree. 
The rubber'tree is grown not for its fruit, flowers, bark, roots, leaves, 
seeds or timber, but for its latex, an exceptional product whoit 
place m the hfe o f the tree is not clear, and tliis is a difficulty whicl 
atfects many branches o f plantation rubber research. Manuring 
does not directly stimulate the secretion o f latex, but only improvei 
the gmeral condition o f the tree, which in turn is Ukcly to (but 
poMibly may not) react favourably on the rate o f bark formation, 
wtuch m turn may result in better yields at a.subsequent clue. 
Bark renewal is most rapid during the year immediately following 
bark removal, and thus over the part o f the tapping panel most 
recently ta p e d . In the normal course o f events this only com« 
under the knife agam after the conclusion o f a full tapping cyde 
be fiinu “ sht years, so that the yield response cannot

I" ordinary estate practice visiting 
^ n t s  and managers generally resolve on manuring when the 

’"cremern has fallen below what they co.^idcr a 
an nnl,. O'- i*' ‘he foliage 1®
e c o n o ic fo f  - P “ ™ental evidence on the
r n r t r r e c o r r ? ®  ®“ ‘' " “ * >930’,  was conflicting,
and the recommendations of thf research stations on both the

depm d. not o ijy  on condition of tilt K“
the method* of assessment and on  ̂ of rubber, but also M
Borneo the estates securcd hieher As we hsive seen, in Briiish Norti
provision was in force, but scale alJowances fcrtiliaci-s; iji Malnya no su£j
though o flcss than minimum girth showed ° granted to-estate areas which
circumstances manuring could become profitab!=T~“ ^

I >rrcspcctivc of yield response.



. „ and the actual contents o f a manuring  
of manunng j  that could apparently be

' ' T ' l f r  replanted rubber ver,; g en e ,
^eiysaidby 19^' ' r .jijscjs (manures in corporatm g nitrogen,
; . U e d  “ ” P> “  f  “ hile immature newly-planted rubbe^
Aosphatc and p ‘ u s e  o f nitrogenous fertilisers appeared
^uirtdlitric or nit„gcn-deficient sods and that
Ps«blc on to b ly  remunerative through assu^tmg
^phBphatic ”’“ “5“ ,' '  ?■ ous c L e r. The last two propositions
ije estab lishm en t of a ̂  g recommendauons for man­
ure somewhat tentative, ,er degree. 4 t  is clear
ring mature rubber were .weakness in estate practice'

“ ^ r r S d T o f r s r i . . .  •

Is attenuon than they deserve . seedling trees
awards closer planting ; ^ e  an" instead d l
«  a final stand of about ' 0 ^ ' ' °  the densely-planted
BO-90 as formerly. The sustained high > through root
mallholdings and the heavy los^s o f 
dime may have been responsible for ‘^e “ ang 
1R.I.M. and the leading N.E.I. “ P - - “; t p p “ g co^ls under 
dncdng experiments to examine >«''** * relative profit-
dffierent planting densities. It was noted relative

of the various planting densities . ^  on prime
^ddsover tlie Ufe o f the -  P n «  „ „ ,V e n
costs over the same period.^ \NhiJe , ijfg a stand
running sufficiently long (ihroughout th c p^  ̂ evidence that
of trees) ta yield conclusive results, there
only on extreme and unrealistic assumptioi common in
Wgh prime costs would areas planted as widely as was 
lit 1920’s prove most profitable. planting was

In die 1930’s a system Icnown as avenue o «  1,;  h
faebped in the N.E.I. This V ^ i d . f p e r  tree of
>«lds per acre o f  dense planung with the lug 

'  \Vh«e applied on a  large scalc, muiiunng " '‘J* i^igh-yielding
‘̂ wliivation a n d  m a in t e n a n c e  of the « t a ie .  uf ] : i t «  wilf make suth h>gli

m ay possibly be developed thac ,Vr..U>ers. Unul su ch  tnue
ftmaiids on plant food rcsci^-« as to necessitSte ji^bbfr ■

difficuU to accept the arguutenl put . , ^ id d 'y r old'art-as w an
/\ more k v k h  expenditure on fernlisen. to ^he obtaining of results with

in efficien.ly ’ (p. 150). EHiclency ovtght to mean the o 
uot vath most, expenditiire uf real in Appendix. D.

. ‘ A more detailed di*cvtssion of this po,nt vv.tl bf



lower stands. Trees were planted very closely in rows wh' 
turn were far ap a rt; in one instance, in each row trees were ri ® 
almost every three feet, while the rows (avenues) were 40 feet 
This method gave a high density per acre (a final stand of^hT 
300 trees), and it was expected Ujat the roots would spread 
the area between tlie rows, thus avoiding root compeUtion and T  
crow ing  so that yields per tree would be high. Tappine c l  
would be lower as each tapper could also tap more trees t L n i Z  
more orthodox planting systems, since much less time was rconirM 
for walkmg from tree to tree. Other, subsidiar%-, a d v a lS  
were also claimed for this system, such as the reduction in S  
number o f contour terraces to be constructed and kept up • a g j  
the considerable d^tance between the avenues waT expite”

c™ps ™thout interfering ,vith the 
o f the tte « . This method certainly appears atu-acttve 

but no adequate yield data are , available to support or disprov 
he c aims put forward. Should it ultimately prove s u c o S

*<= competitive posilion ot 
t“on cf^^’p V n ^  i f  combined .vill, medianisa-
small p t ^ i r t S  ■■'•■‘di'y be introduced on ve^

II

‘he mojl
o f Lvers and f  o f plantation research, since successful use
sid“ abk c^ tl >*“ s (usually at co».
their eeneticJ r  rit° “ P^city o f the trees as determined by
m r t e r i a l a f f e l T  development ofliigh-yieldia
m S u a f Z t ? r ' r ' " 1 ! “ ‘'“  for each
important sin^lp ri ^  planting material is the racst
p o t S d r a n L m T r '  "  v o c a b l e .  Aldiough the
high-yielding materiaT ^  propagation of

progrLwafre“ by ^ : d » Sconcerned with th,. j  ^ “  ™°st estates were mure
long-term issues. In accorfa^" ° f  survival than wiih
the R.R.I.M ,, for examnl^ I T  ‘i*' industry,
during the later stages o f the S  genetical research
and propagation of h igh-vieldinrT '. ■ selectiun
both in Malaya and the N E I however, continued

The vegetative propagation of k; v • . 
through budgrafting had been a . t e m V e ^ lS f



such as poor bark renewal or poor res.st- 

"’1 ' , “t o S r t h e  short histon- of the industry and theJ, IS useful to recau j  established
jjQglifcof the trees. 1Q92 * M alaya followed three

a.d a few “ P f  ̂  “ T a s  known o f the
n d : ;S ^ ^ ^ t :c S io f t h e ^ ^ ^ ^ ^  M ateria.|,*Bnaiice unde developed

: C ^ r ^ t “ l d !  n o '^ ^ S b ^ d o n  to output before 1^334  ̂ In 
f f i u d d e d  area o f M alaya was estimated at around 1 .0  000  

that o f the N.E.I. at 260,000 acres. The great bulk o f 
itateawas still immature, and not more than one-fafth ^as expected 

b. in bearing even by 1935. Accordmg^-, 
cmmerdal tapping results from the newer budgralted 
ivdlable by the end of the 1930’s. The clones 
)id after 1928 were a great improvement on the earher tyP“ > 
iim  planted with these reached maturit> only during an 
334, and were generaUy left untapped for some years, smce estates 
[itfeiTCd to harvest the restricted crops from older are^ . A\ 
uic result show, however, thai many of these 
reliable and yielded vei7  well, frequency 
icre when fully mature, with occasional higher yields. 
ouuhe 1930’s better cloncs were constantly established m * y 
^ th e  N.E.I.; in 1938 die Head o f the B o t a n i c a l  Division o 

stated that several o f Uie clones then dcvclop<;d would
Incapable of yielding 1,500-2 ,000  lb. per acre on maturity, whi c

lb. could be safely relied on from a '
clones. A im ual yields on good areas by die 

around 1,000 lb. as against 5UU l b .  tea '■  ^
■̂ ber scientists were probably right in ciaiimng tha 

achievement for a perennial crop, thoug i,
«mocd output to abont 300 lb, per acre 
®ii«i immediate pracdcal interest, fh e  -N.I.. ■ au . ,

less confident; in 1939 D e B .rp u U u m  
Wot Java Rubber E.xperiment.d Station, sail adMscd o

and camprchcwvo review of ihc p.-rK.rr.-.:.- .
l ^ a n < i t h e N . E . I . c a n b e : l o u i K l m t l i c   ̂ ,
^ R « c a i r c b  S c h e m e .  An c x c e l lc m  a ik !  u p - U - - - -  ;  ^

(K uala ^



to use not less than twenty different clones in budffraftinK 
areas (o reduce the risk o f failure.^ It was. however 
estabhshed that the poor performance o f many o f the carli’p 
was due to inherent weakness o f the clones, or to teclinical ' 
of planting or o f budding, and not to the operation of „ ‘,v 
Some clones had been established from trees the h irt vHrf 
which were due to environmental reasons which could 
transmitted to their offspring. whUe others were planted 
smtable soil, and yet others developed undesirable secondm 
characteristics By the m id-1930’s enough 'was known 2  
the different clones greatly to reduce these risks.
, 1,  f  geneUcal research were even greater thai I
those o f the development o f budgrafting, since the latfer attenm- 
simply to propagate the best trees already in existenef 3

from'vW'
L d ^ W  fih *=  p la tin g  of cloail
donlsT  propagated offspring o f high-yiddi»s i
fnd i T r  ”  that o f oi-dinarf seedling, '
A e r l r  '’“f ‘‘” 8  Unnecessary. Mueh attention
S  *■= Publication o f a booklet ■b,i
f e a T S  “ Ihe resident scientist o f the estates of the Praog
of cT„„,l *'= favoured the J
S r t  cTar I budgrafts. This was a conclusion of i
develoDme t f  “  r  responsible for tht

t e r t e  view “r  k" “   ̂ P™P« ‘y were striking.
Z Z f d  “ 0 lb- per acre were secured from
T hl i e s  we - e T  commercial methoi
garden nlantecl ®“ dlings raised from seed from an isolation

? o * n d e t £ ; k * i ‘seedh“ ‘only hish vielHini, 1 S® f™™ isolation gardens containing
gr^ ed  m a S a r ®  H "*‘"“ e than the best bnd-

«  a P o p ^ a t io n ' :^ \ : : :^ :4 “t t l : t f c S i Z J ^ ^  >
According to the R R I M .k 

mended with „ f e y  10 do n o  which eguld be rtcoo- i
recalled thai u „ £  the a a e L r a t  ^  “ L " ,‘ » ” so ik  It r f l  b< |
rate were giveti to „m e  130 clones w h k l^ r  T ' "  '

e/ m n jis M tu r id ,  by R . o . Je „k i„ , S ,h  S  " “doubted failiirei. |
A * th e  gcnetical c o im itu tio n  o f  all , J -  ^ b tttcn d en .

am ong in d iv id u a l t re e ,  reOect e „ v i r o m „ r . ? ^ ! 5 “  y ie ld  variA''^* |
v a r ia tio n , m a y  be due to  here d ity  ™  " W le  am ong  « e d lin g  ..«>



viflders was ccrtain to be sufficiendy great to ensure 
^brrofhigh-P the area to that

selective * ro  g research stations, particularly the
reluctant to accept these claims. Planters were 

‘■ f n ’otTo plant more than one-fifth o f a new or a replanted 
^ * i r d n n a f  seedlings. The respective merits o f the two classes

iptatmg . , . 1941 I , is however, certain that,
f c r r c r r l  p l»U n g  materia, o f the future, scientific 
S m e n t  will proceed along both lines ; new clones w J be 

toed from high-yielding clonal seedlings, and clonal scedhngs 
S l m  hirh-yield^g clones, and both sexual and vegetative 
ppagation used to develop improved planung mateiial.

I l l

There was considerable technical progress in directions other 
itai. plandng and cultivation. Important economies m pro- 
Btingin estate factories took place dunng the depre^ion. On 
aa Malayan estates the cost o f curing and smoking, "™>-h m 
Blv 1920’s had been around 5 ccnts per lb., was reduced Iro 
t a t  2-3 cents per lb. in 1929 to around 0-5 cents in 193- 
lliswas again the combined results o f wage cuts and 
^cncy, the latter being more important. Inside f 
raiarkable economies were achieved by the introduction o co - 
Sauous sheeters, in which the latex coaguhim 
interruption from one pair o f rollers to the ne.Kt. the bei g
'arranged in hne ahead formation, instead of side 
if* and some other quite simple rearrangements grca imp 
KMswere effected. Before the depression an ™
®-600 lb. per battery was considered good. > h,inrVorce
!.(W)-3.000 lb. was not exceptional, and the factory " J o « e
Juired for a given output was halved, oi more 
Ween 1930 "and 1932. Further economics
»‘»y estates through the concentration buildings

merly carried out in three o. formerly carried out in three or iour «-P'“ ;“ =
W tred'over the property. In view, “ e r e l y

Vpment used, the economies of large-scale ope ‘ 
and eemralised facf.ries for areas in 

so far, proved doubtful P™P“ “ “ V,, of L o -
J®>»Port costs o f latex (which in its natur.i *  ̂ I j „  the

■ water and only onc-tliird rubber) from oullja.g



factory and (he additional expenses o f the prevention I 
coagulation seem to exceed any saving whicli would be ach',3 
through large-scalc operation. After the depression tl,„„ 1  
further progress, chiefly through the general introduction of I 
tinuous sheeting batteries (often o f improved models) and p  
ensured that in spite o f the rise in wages, factory costs 'rem lj 
around 0-5 Straits cents per lb., against ten times that level in J  
early 1920’s, when wages had been 10 -20  per cent, lower i 

As the result o f the changes which have been revicvred e.medal 
the abandonment o f unnecessary methods o f cultivation,’ there w 
a marked rise iu physical productivity per worker on rubber cstata 
Quantitative estimates based on estate output and the craplo™ 
population are subject to considerable limitations owing to a, 
deficiencies o f employment figures. For the F.M.S., however ji 

“ reasonably close estimate. Dividing Ibt'
i.M .S . estate output by the official figure o f empioved workmi 

(which became available for tlie F.M.S. rronil 
1933), the annual output per employed worker was .ahnost e.iacl5 
l-I tons This was an increase o f about 60 per cent, over a IH 
hgure o f about 0-7 o f a ton, calculated roughly from tlie somwta 
mcomplete employment data but reUable output figures of ital 
year. As, however, the employment figure for 1933 was mu 
ramplete than that o f 1929, the actual increase in output p<t 
head was greater than shown by these figures ; the increase ii 
the average output per employed worker was probably of the order 
01 iuu per cent. This is also indicated by the fad  that while beta 
fiv, Malayan estates employed one worker to atal
five plamcd acres, by 1932 this had risen to about nine acres oi 
Z Z r  “''" “Se output refer to output per
onlv f J r , °  J  and the employment ligures include noi'
»  L 7  I ,  “  labourers cngagd
onlv sliriiHv ® replantmg operations. 1 ii the 1920's probabk 
in o f * e  estate labour for.-.. «.is e„gas«l

p e rffad  i^ t a ’̂ r ;  d“ to !^ ' 
the labour force could not beoe exactly adjusted to frequent cha«q^



r In this case output per worker depends
nT rSued 'exportable amount. From Ju ly  1940 to 

however, M alayan estate production (cspeciaUy on 
K  ‘^"T 'roperties m any o f which had part of their 
‘“ ’T l e a g e  u n d l  immature replanted rubber) was nearly 

«Mction at an average internal release of 92 per ce n t, 
‘I 'T o i t t r f  t r e a t s  o f excess profits tax and of other spec.a 
„d in spite °  „ interest to calculate the output per worker

Tofal M alayan estate production for the twelve months 
riflM flllune 1941 was 360,000 tons, while 351,000 workere were

MSefully used, there was much replanting as we

,b t more complete. These consideration. su g g «
Biiierlying trend towards a higher output per p ,

IV

During the depression great efforts us«
*e R.G.A., to stimulate absorption oi flooring.
Other than tyres. In certain direction!., s »hroueh the liigh
il was also nLessary to make up for g r o u n d  lost through
prices of the 1920's, , j ,  spite of

Not much headway was made „tib e r was still
efforts to popularise them. I' -̂cn M P of rubber
imore expensive material than asphalt w ’  ̂ a ini îture
»ads was also costly. A t t e m p t s  to coJistruc - blocks, raised a
of latex and cement, instead of laying ru adoption
Mmber of technical difficulties. Moreovei, o f rubber
<̂ 'the pneumatic tyre reduced an impor an from the
^ds in that the task o f shock .(ivantagcs, notably

to the tyre. Nevertheless, some of • remain and
reduced vibration and some diminution o j ^^delv adopted.

doubt they will eventually i i publicity for
specially in big cities. G rcM cv  3 ,̂ch as upholsteo'-

'* ^ d in g  the use ot rubber in othe r .ii ’;,, the p r i c e  of rubber
^ iffo p a g a n d a , rubU-r consumpUon.
^ t l ‘ the secular trend towards inci eased



helped to maintain absorption during the depression in us« 
than tyres.

The absorption o f rubber in latex form showed signs of dev !mj 
ment during these years. The dry rubber equivalent o f i U 
exports totalled 3,300 tons in 1926, 5,000 tons in 1929 and IS7S  
tons in 1933. By 1940 it was dose on 45.000 tons. IncreasiJ 
quantities were used in the form o f sponge l ubber, chiefly in up3 
stery which was the only significant new use o f rubber (outside J  
military field) during tliis period, but one with great potcntialiiiaj 
At present (January 1947) latex shipments are severely limiS 
by loss or destruction o f the necessary equipment in Malaya nj: 
Sumatra, but there are indications o f a further rapid increase in 
this demand.

The extended use o f latex depended first on the developmejl 
of colloid chemistry, and the rapid advances in this field dum. 
the 1920 s were reflected in the rise in the number o f patents taken 
out for the use o f latex, which in Great Britain rose from fourten 
m the three years 1920-22 to 289 for 1931-33. The cost of nibber 
m latex form is almost necessarily higher than that o f sheet rubbti, 
because the dry rubber content o f natural latex is some SJ lb, pet 
gallon, and the freight on the dry rubber content is thus about 
treble that o f the equivalent amount o f rubber in sheet form. 
In 1939 the cost o f rubber shipped in bulk in latex form was abotf 
H a. per lb. above that o f rubber in sheet form, c.i.f consumiiij 
countnes. Various methods o f concentrating latex had betn 
evolved by the early I930’s and latex shipments o f a much liigba 
dry-rubbCT contcnt became possible. Throughout the depression 
the premium on concentrated latex was in excess o f the addinmal 
cost o f preparing rubber in this form, and a number of estats, 
specially m Malaya, experimented with various melho* if 

patents covering the procc» 
eady developed were so comprehensive as to make it prccarioo 

i^ l^ e T f  to enter the field. If the cost of ri,bb8
consi^rin J  °<'®‘'eet rubber

“ Possibihty o f crude rubb« 
f  *<= lost to reclaimed rubber, chidl!

Various special rubbers w Le'ri ‘■‘d''antages.
the 1930's ; the aim was to «u„ announced dun»!
of certain specific rubber produces manufacti^
into fields held by other m a te S s  I diiaienais, and to counteract die competitic*



r  sM cial or modified rubbers may 
w o  British rabber chemists announced m 

of a  softened rubber without the 
3 (he s f  ised chemical softener, the use o f which

M o a  of orocessing. This promised appreciable
interferes „ a n u -

,vdngs i > ' , f t e r  years o f experiments, a suitable rubber 
l.„rc. Secondly, ‘>“ 7 “  workers and announced
^dcr was produced by , ^ ,, particles o f which, it
^ 538. »  P - f :  did not absorb
ns daijned, did rtot ?  , j   ̂ ^g^y small fraction of
jristure from the air, be added to rubber
Binpmmds, mostly chemic powder would thus be free
,  m., forms " r  predecessors-
t o  tie two o f foreign materials,^ v e  water absoi-ption and admixture M

He Hide range o f P°*™“ '‘} " S ,  the U.S. Rubber Company 
™lded products. Lastly in 1912 * e^ U
onounced that it had evolved nniform than coagulated
KB said to be softer, cleaner and more success o f this
mbber. Considerable hopes are attached to the success
product

V

Tlie fall in costs during tlic depression f  
tekique and severe reductions m wag^, ihe incentive
MBwere relatively stable ; restriction pa > limited
for the introduction of technical impiovemc spared to
Ikdr appUcation, while wages were velativel> ^ ,he
1929-33 Variations in costs reftected 1937
We of release, partly offset in M alaya  ̂ ‘'L „,ar conditions.
«.d afall in 1938. After 1939 costs were the

Tlie table on page 270 summarises e co 
NE.l. and French Indo-Ghina as associations.*
1935 by the British, Dutch and French of these

Hicre arc occasional . ai-ravailable o f fo .b
“SIS. For M alayan estates separate charges, and
®sts. all-in cash costs (f.o.b. costs, freight g
fed  office expenses) and of all-in costs (all-m cash

;Dju,U „ c * ow„ m Apl»nd« E, W o - o,.
TTw method of compilauon of these coin

^  197-98, above.



Annual A a ra g t A ll-in C osts o f  P rodu ction  o f  Estate Productrs in M l 
th i }{ethrlands E ast Ind ies m d  F rench Indo-China,

(Pcnce p e r  lb .)

1935 . . . 6-05 6-66 5.79

6 1 8  6-20 5.51
6-17 5-20 I 4I
6-68 6-46 4-71
7-13 6-26* 5-30*
'•^ 3 ^  not availab le

1936
1937
1938
1939
1940
1941

* 1936-38 figures show the cffccts of the Dutch de\-aluadi>n of IQVi j  v
devaluations. The rise in M aiaya i, and N E I estiti 

1937 and 1938 rellccta the steep reduction in releases. The greater ri^e in N E

am ortisation and depreciation charges). U ntil the outbreai d 
w ar, Ireight and selling costs w ere about 0-6d. per lb, and held 
office charges about 0-3d. per lb . A fter 1939 freight and sel% 
costs (including w ar nsk  insurance) rose steep ly and by mid-1541 
were about double the pre-w ar figures. A m ortisation of the esBB 
represented about Id .- l-JO d . per lb . and  depreciation  of buildi.5 
and equipm ent about 0-4rf.-0-5rf. per Ib. T he incidence of depÎ  
ciation and am ortisation costs varied  inversely w ith the avenge 
ra te  of release only sligh tly  from ye a r  to year, 
of lQq7 subdivision of estate costs d u rin g  the second I J

varin.I interest, since the relative importance of lla
r Z t V  -“ y  .serve to g ive an  id ea  o f the possible reductio.
mor™ ° f  *=  proposed measures fe

S w  n f  “ ' ‘ “ •T - Form natcly a detaikd
year \9W (T  H 0 “  '  '® ava ilab le  for Ihe calendsyear 1H40 (T ab le II , page 271).

reductfom toTe“e:^pe^eTf''''™and freicht and ?  am algam ation . D irect fo .b . co!»

would not be reduced at^ 'au 't,
t  am algam ation , while cultivatiOJ

‘  For various reasoos 1941 costa e 
» Compiled on the same basis as the iT r  distorted,

are arithmetic means, weighted by output. ‘^e I.R .R .C . ; i.e. the figvrfl



. -  -O H N .ftU E

T a b l e  H

' s r - i ;  — ■- -  “ • “ ■ “ ‘ "  r “ / - .

* f r  ' i S -
^ i . ^ i o n » n d  d ire c t io n  - ; ° g  2„

I S u t a u r c l ^ t g e s  • • . 0 4 9  ' «

&  ; ' . ■ ■ • ■  — 4.85  —  36-38

b u i l d i n g  a n d  ^  , 3 3

Schinery • • ^  • ' ' . 1-19
Upkeep of m ature rubber • • Q .g j .  ^

* “3  maintenance and cultivation - ^   ̂46 ^
Election* • • • • ■ ;  0-74
Maaufecture . • - ' 0-68 n 9 =
Fading . • • • • ■ . 0 -30  45 . I 6
Sufldries {ex estate) . • • • ------- 6-02 Ôq .Oq

Total dircct c lia rges . • , ‘ 13-33TMal f.o.b. cost excluding export daty j ^
'• - 'r t  duty • ■ ■ '

Total f.o.b. cost • • ‘ ’ . ,iio\vii represents a

m,.gr. TKe d m .t io n  to rn  ihc , ik  in some d h n
csmpama spent little or nothing on m more-
« Z ^  f ^ a s  much as 2 i  ccnu pt-r »>• or c 

‘ Almost codrtsly tapping costs.
Some items in general

■ «penses are most unlikely to be a ec ' . ^  areas, but here
cbrges would be reduccd properties above 3,000-
•gaiu it must be remembered that o (.,(^5 additional super-
4,000 acres, as well as on many „  ipOO acres. On
»ision would be required on is eenerally little waste
Wates belonging to agcncy „sive reserves o f manpower,
»f European supervision througl ■ estate o
«! such reserves are earned ccnti J  y varying proportion-
tompany. Several other cost the same direct,on,
»lely with increased acreagc, wo small.' Largn
W(1 the reduction in costs per ■ l.R R.i’

■ The la ,ge  propc,r„o., o By ddmm>

f c :



units would result in some saving in head office charges h 
arc gencrany sm all; this would almost ccrtainly be 
economy to be derived from the amalgamation of non-com' 
properties. The economies to be derived from this kind f 
gamation are certainly far below those which would result? ' 
the repkcement o f European by Asiatic supervision.

Evidence on the relation bcMveen size and costs'—a consider,,' 
relevant to amalgamation—remains inadequate. The ontim, 
of the productive unit is still in dispute. The very large 
w te h e r cultivated intensively and planted with continuous a S  
of budgrafts and clonal seedlings, or extensively along forestri' line, .' 
compact estates o f4,000-5,000 acres ; small estates o f a few h L S i  
acres owned by professional men, civil servants, business men ,r 
propneta^ planters, entrusted to an Asiatic conductor and 
occasionally by the owner, or by an estate manager on a part-timt 
basis , C^nese-owned smallholdings or medium holdings of Ij-H 
cres each, worked by two or three labourers ; native smallholding, 

01 three or four acres each, with virtually no cash costs-all t a  
M m  " ‘ ■“ 0-2 .000 acre estate, financed on.
to  ̂ Cultivated intensively, is probably least Kktlv
to prove the optimum unit. Yet this is still [he mosl usual typ, 
of European estate in the East,

tion^rr,'] become available for a correla-

the Y 57 t r
sh L s I  „ e l K ■" P 2!I,
cost. W hp co r re la t io n  b e tw een  size andrmi WK *1 , . correJation between size and
Tĉ es e^ h  ther '=*8 units o f up to 5,000
correlation b t  significant correlation, but the ncgativ!
than S ' u M h ' T  W re c ia b ly  more marW
m L  b a te  n vIm ” '
suggests a  sipn ifi  ̂ ^ incom plcLe, b u t som e evidcnct
probable "egative correlation which is indeed highi)
5,000"“ "es '*■“ especially abov.

Thk T ’ compared to those o f high yields •
This, however, might be modified if  plantation tlchnique wet.

■ Mr “h
«miaed by ™

(«  Wdl-knom, reftre„„  ' r  .“ i " " '  " f  R ir k in »„ ',  H ,M „ 0 ,-1 ^ “
corrdauon bctwren jizc a„d i<m ‘ndusiiT), found a  signiOcam nf8«»“
1339). Bui A t  u„dc,Iyi„u d“ a ™  “®  ““ “  » f  »„ p a ,> i. .  ( l - K J ;  2 7*  J ““ l
rraulu accordingly v iiia irf . uniuuablc for ihis type of calculalion .ml) ■!'



I .rionised by mechanrntion. In September 1940 a large 
neTeering firm invited planters to a trial o f a tnachme 

feUing and clearing of the jungle before plantmg 
old stand of trees before replanting. It was claimed 

1 this machine the feUing and cleanng of an area could 
I t r f  in about one-sixth o f the time usually envisaged for 

t r Z  r a t  r a n d  at lower cost* As felling and cleanng are 
i S J y  heavy items in the cost o f planting (even where trees are 
K e d  by poisoning), the new device is o f considerable practic^  

t L  expcrieLe gained during the war m the design and 
BorbuUdozers is likely to be o f service m perfecung this techmque 
tether somewhat similar proposal, but with httle expenmentd 
toting, was also put forward at about the same time. In March 
S o  an anonymous writer in m  P lan ter  advocated the use o f a 
«dal Ught plough in estate practice for turmng m the I=af-fa 
L h  would improve the fertiUty o f the sod ^vuhout recourse to 
TOures, assist in weeding the property, thus econoirasmg manual 
litour, and facihtate the raising of food crops between the planting 
raws without competing with the main crop. The y ue o 
proposal is difficult to assess in the absence of practical tests 
Kdiimisation of tapping would be the most important advance
■«lliough a number o f proposals have been put forward som
lighly ingenious, none has as yet been found practicable, an 
m substantial technical difficulues to be surmounted, iii.^^ tlic 
Wc estate operations have so far remained l a r g e  y una 
Whanisalion In particular, the use o f much unskilled laboui 
fHiimple, repetitive operations witli litUe or no ,^as
we. is almost as much a feature o f the industry in 1946 ^  t 
iitty years ago. In the absence o f mechanisation i is 
»h«her there is any real economic justification for the sur.<i%al 
®uch of the estate area.® . , m [pad

Though amalgamation into very large units ' ..ijj-yueh
 ̂V ifican t re actio n s in costs, gready

■it use of high-yielding planting material arc «  d & «  8
55 per cent, o f all fo .b . costs would be r r fu “ d ”
t o  L  higher y i e l d s .  M o r e o v e r ,  an additional^ i«^^

Wuld follow in tapping costs, the most im p
when tlie tapper was in receipt of

"Meehan,I Replan,11,B , h „ „ g h  i, ...ay 
. ‘ The devdopmnu of lat«-x shipmnus or yt sp cu il _'c„^,pcr.-»tivc shipments

for tihxe, i. unlikrly u, do .o dcakr,. would
on behalf of, snialiholder., or purchases uf .mallhoidcn

follow very *oo». k



vvhMiever piece rates v a ry  inversely w id i the productivity of 
trees, as they genera lly  do. M ore workers would be nredrf 
collect the la rger q uan tity  of latex , an d  tapp ing  tasks (the no k! 
of trees tapped d a ily  b y  each  worker) w ould have to be r e d S  
but there would still be an  apprec iab le  net saving in tapping S  
as a sm aller proportion o f  the tapper’s tim e would be taken 
w alking from tree to t ic e . i Sp eak in g  b road lv , if  yields per » 
were trebled, w hich is qu ite  feasible in  the absence of rotricti* 
and w ith p lan tm g m ater ia l a b e a d y  so lid ly estabUshed before X  
w ar, cash costs per lb . would be app rox im ate ly  halved or m™ 
than halved. . '

To emphasise the lim ited  scope o f  the economies of scalc i, 
ru b te r  production is not to deny th a t very  m any estates are too 
smaU or bad ly  sited for efficient operation. M an y  companies «-ith 
an area of two or three thousand acres or less, own three or fair 
estates of a  few hundred acres each, often so far ap art that centraliatl 
supervision or centraUsed processing o f la te x  are  impossible. Tht 
proTOion of am enities for the workers, espec ia lly  of open spacs 
for focrf cultivation and cattle  g raz ing , is often impeded by tin 
m u lt ip h ^ -  of sm all, b ad ly  la id -out estates under difli:rent oivwr. 
Stops. Ihese deficiences app ly  chiefly to the sm aller proper® 
operated on a  jo int-stock basis, and  the ir ehm ination would M 
necessitate u n it s  la rg e r than, say. 4 .000-3 ,000  acres. As aheadi 

e , very little  could be gained  from the am algam ation of com 
pames w ilh  non-contiguous properties.'

The economics of the group system (of company-owned estaa 
m anaged by  secretaria l and agency firms o f whose gioup ih 

was no clearer by 1940 than it had bffli 
thenfsi./* rap id  changes in  p lan tation  technique i»
ttem selves provide an  im portant justification  o f this m uch criliciai 
to feppn K '^ rtu a lly  impossible for in d iv id u ai estate m a n ^  
to keep abreast of technical progress b y  constant reading ofll.

ponunt "
* An impoTEant aHvant^r. cosu and medical exp«u«.

finance research work a n d ^ a iS a '^ T ?^  claimed for very large units is their ability i 
tile cacanspie sometimes rii^^ ®̂“ arch workers. In llic rubber induS
Sumatran esuies of the su b a id l^  'f  ‘niplied, was the outstanding woik on > 
N.E.I. soil. d e v ; i o i ?  b T S ^ ^  S late . Rubber Company, whertn
(some of die mo«t auaS tfu l bein^^Bri^M ' workers of several iiationfllj
technique. But tJie number of of planuj
not enough available for a  subsjanHa^ « » w c h  workers u  mdjOI, and tlierc arc certaa 
Mtd the great bulk of the estates m u« individual companies, however larfl
while mmbm of agcncy group, . w  .£  ^  *<lvi»ry streiccs ol rtseiwh >»»*gmoticiju. T S oup, orijMi™, „  mycologuti»



,  ^ „ r r h  stauons. In practice these are read  
.IJicaoms J ^ t m g  advisers (visiting agents) o f the ^ n c y  

by '1̂ ' to estates in  the group ^  e m b o d i e d
k*®' to aU managers, who are also informed by

the progress made within the group- Another 
r o lm y  o f the group system is a great reduction m 

l T t ? b e  carried by individual estates or companira. 
^ ' “ " ■ ' f t lc u t o r  L p o r t a n «  after the acreage supervised by 
^ w a s o fp a ^ “ tor greatly increased and there were

T ," r S n s  on each estate, often one or two where there had 
» * ' ' fo„r It would have been difficult to conUnue w i *  
been three o . . ffu thf're not always been available

'  l “ « ? s  o ^ l S ^ t s  c:pab le o?acting for other, 
" S r o T X r i U n e s s  was the most f«c,uent. Ag^-^t 

tcTomies must be set the continuation or 
rp iacnce of forcing managers to obtain =“PP>>“
^ J e y  house and not from the cheapest sources .

house charges to levels ruUng before the depression, wfe^h 
«rr often excessive ; obstruction to

would have resulted in undoubted economies , and artifacm 
itultipUcation o f units through the method o f other investm ent . 
Hough the agency system, perhaps even more than mo.t o h «  
•trJvenial features o f estate technique and organ|sa»on ^ “ 'd 
itquire a prolonged period o f pnce competition oie i 
could be fully t ^ e d , there is a stronger case i o n  than is r f  en 
kelicved. Shorn o f its abuses, tlie system is more 
on its merita (witli those estates which could maintain 
in free competition with smallholdings) than its cntics

V I

The discussion o f technical progress has so fai est
Sclusively to estate practice. Largely om ng to t le small-
®f the research institutes and stations in the pro e ,.„hnical
Wdcrs. there is a  dearth o f reliable
P ĝress on smallholdings in the years before J  P ^
Monsieur R.. Soliva suggested in 1942 • that c y ,  g ,
■«feta„tial increase in the daily output per tapper on smallhoWmg

' * » .  p. 47- Monsieur Soli™ “  “ '“ “ J "

" » u  iroiaicl m o .



-- . j   ̂ y

in the N.E.I. between the late 1920's and 1940, resuhi,, , 
from more careful and more selective tappine Thi, * “ S'!) 
a contnbutory cause o f the unexpectedly high output 0^ 1,""̂ °̂ '* 
native producers in 1935-36 in face o f the very l o r ^ ,  ^
T h e  M a la jm  S m W w ld k g  R eports also hinted periodic^* at"'* 
siderable improvements in the methods o f smallholders S  
m July-August 1946 daily output per tapper on sma ihr, H 
atout two-thirds or three-quartei-s o f the daily output “ " 2 ! “ 
which suggests a substantial reduction in the 
* e  1920’s, when output per tapper on M l y a T s r u S ^ ^  
teheved to be less than one-half o f the output per tapper “
The preparation of smaUholders’ rubber b L  in m L ?  "l' 
m the N E.I. unproved considerably in the years befl. A 

' '  u  ̂ propaganda. The “ riM '

this was usuallv  ̂ ‘̂ ^^^allholders’ rubber, though

give7^y S e  '  * T  of the e s tL I  the assistant,
order. T te  wa f s u t  ‘™- “̂ “UhoUers was of a mine 
view oftheim portancrof , ■ »
rubber, an industry with'^vm^ra' “  plantation
owing to the smaU size o f th l • progress and wh«f
is particularly economic TJ,p ^  ‘^™'raKsed research
holders can best be iUus'trat^H , against the small-
the activities o f the R R I M  ̂ fomewhat detailed survey of 
of the Institute wnnU k ' ' P>cture presented by the work
other research organis’atioi!I7n\e^^'^  broadly to the activities of 

Before 1941 the In stifn i Pr"“:‘Pal producing territories.
specific export tax on Lu mTon all Malayan rubber exports A t presenl

within ih c ta lS  S “ l“ e?''.vSSil'° Si.""" rev„W m.™ =,ai„ itai
“  »< i policy or t J „ b t o -

^  (075  c m  pet lb.), ,hc o . «  o„e cloli.r

W a r r a t ly  (he m ailhold,^. >ulataMi;illy Wo«
o «n  rubber Imrntlf. > o tin uK  of tho co.t of ^.oking hi*



,,471 it is financed out o f general revenue o f which 
»p o rt tax on rubber is a major source. Until 1934 

*' ’’S n ^ e r  cent, o f the revenue o f the Institute was contnbuted 
S d c r s  The advent o f restriction reduccd the share o f 

‘’ r d e r s  ta'the total M alayan output (chiefly through under- 
^allhold rs >n contributions to the revenue o f

f f T t u t e  which between 1934 and 1940 ranged from 32 per
*  T 40 ie r  cent. ; over the whole decade o f the thirties the 
ctnt. to 4U per ce , Moreover, for the purposes

S L e  ef âre“  On this basis over one-half o f its revenue was

!,ax is contributed by this class o f producer.
Ill 1933 the affairs o f the Institute were Endedow

I  emission presided over by Professor (now Sir 
,«er a review of existing arrangements, m * e  coun 

: « sated that no advice was available to 
mission recommended the establishment \«t in , .
an advisory service for sm allholder. This was
Only a very minor part o f the actmties o f the ns
been directed towards assisting the 1935
Srfsriofthe Institute barely referred to the sm; ^

Re/wrl devoted four out o f 160 pages “  of the
fc  rose to 21 out o f 277 pages. Summaries o 
taiiule were regularly published m t '«  cent.,
these it appears that in 1934 two per ccn .. spent on
ad in 1939 about 10 per cent, o f the European officer
4cSmallholders’ Advisory Service. Ui personal
t e  assigned to the Adx isory Service^ part-time basis.
Mistant of the Director supervnsed the s r  o n  was entrusted
In 1938 one full-time European officer lOut “  '
wth this work. This officer was oni. o institute,

most junior) amongst the EmopeM  
®d was apparently on a special salar)

European officers. advanced that the
The obvious p r iv ia  f a c u  all producers, small-

««lcral work o f the Institute has comparisons
ioldei,, as well as estates, and that tins vitiates such



t h e  r u b b e r  i n d u s t r y  

as those just made. Tliis objection is not valid A 1 
the um r and acuvitics o f the oiEcers o f the I n s t i iL T '  P’N  
been devoted to advisoty work for estates, in he >  
to states, analysis ofsoiJ and plant samples sent by est^  
pondence with estate managers, lectures to planters' ?  
and conducting planters around the experimental I  , 
lastitute The analysis o f the work o f each division 
given m detail in-the A nnm l R eports  o f the Institute L T rf  “  
proportion o f his time devoted by each qualified o f c  "

S t l "  m o T o f t ^ t i .  t?k V  -
to the 1937 Annual R eport ( p  79 )'"o& erfoT  tie  
the Institute visited estltes ifn 2e1  o c t  Cn d

o v e f  m ™ o f t "  ’ Mo-

basis o f estate iert. 1̂1 “ penments were earned out on iht 
to sm allholders/ ”  “  *

a e t i S o f T h e ‘T “ , '  ° “ -*ided nature of th,
r c o n d i r io m ^  “J f  *■= “ "'■“•" i li - r i ty  of the officers with
to quote ^ b lh h  i ’  T  “  “̂ " " '“ Wings. Here it is possible

unrepresentative instLces have b l n  chos°em'" "
Institute,'’ M Chemical Division of tht
Division o f the American „  addressed the Rubber
Malayan rubber • his , ;  Chemical Society on the preparation of 
This is how this offir reported in trade joiiniali
produce o f the Malava* "̂  ̂ customers the
=malIholdin“ " b « ;^   ̂ ‘
as it always did dead snifln ?  ®SO- It contains,

, , , ,  P ™ ’ sand,  d irt and  betel-nutjuict

mrat o«c»arily b ^ ' r i S d ' o ° ® " ' '  »f >1“’ Imlilu.r liiai rxf̂ rimoio 
“ “ ‘<l'raiion “ 5  * 1 " °  ■’ “ P " ' ‘■“" “'“I ■> ™ >“' *  '

I *  “ '**“ ■ ' f l ' »  docs not, howev^ t  ‘ ofliic Ii»l“‘  '
r a m  J ’™ “  to '
w « k  c o u l d c o r u l n l y  h ,vc U™  ° “ 'V- Moreover, son.r a.lKiimm»l
r e c ^ s  could have Ixw co lk c ied  from ,'T ‘ ‘ "iilllioUinBs. At Icmt yi«“

h«ve y ,d d r i m a ln ia l of in ter,,,, °™  Such recordV would very probaUf,,



" b b "  alw ayl been marketed in sheet fo rm ; 
jaiallholdeR ^  Chinese smoked sheet. Chm ^e
*  the S in gap o re  m arkeut comprise the bulk o f the
„ l c i  sheet ^ d e s  y i j ,  s generally quoted at
-put from Malayan smallhommg , s

which are only between 3 and 5 per cent ̂  ^

5̂  first-quality estate / ’''^^ber produced in the remote„ ,l,„ a n U ty o fv e ry  low-g^ade ™b^^^ p^^^

IMS of Kelanmn and Trengga Singapore
aiBllholders rubber was thro g r q - j t  q u a l i t y  estate rubber,
spaces only 3-6  per cent, w  ' h o ^ ^ ^ ^ ^  just quoted,
which is sufficient to refute the rem. . rubber) fetched
Moreover, even medmm ^ estate rubber in
oBly about 10 per cent, less than fir t q pi^^ion
Sbgapore.’ It remains to be added th. ^search into and
of the Institute has always been According to the
jdvice on the preparation of M al.u * quoted adjudi-
1938 Amaal R eport o f the Institute, the  ̂ - competition that
cat€d prizes at the M alayan smallholders rubber comp

’'M other remarkable opinion by
in a paper ' Brown Bast : Some consit -
The paper deals with the incidence permanently dry
avtrage smallholding contains nifin presents fewer
trees thaii the average estate . . • reasonably vigorous
brown bast eases because it has so few ^ Ix-causc most of
.«■> In other words, so f™  ti;e« a «  ,cre of
tbeni are already almost dead, i  c > . , ^ about one-
anallholdings at that time exceeded estate >

' R.Gji. BtdUtin, Scpu-nibcr 1935. j (̂.ccssibk-
'ThcSR facts and figures can be vcrific |-j[„all!i»!<l«s’ rtibl>cr sold . .

■'(.few. Aimullu,,! Jcumil. >vl.ere the 1 '" “ ” f„r all d.c ptmnpa p r « i » a »
>"J unsm ofccd s h e e t  m p e c t i v d y  used « .  be !  „ ,a r l i t l e d  io * “ • f'-'™' j
« « .  ; at least 90 per cent, of smalU.otdc^ rubU r al„.
W fe t price, of smallholders' a ,.d o ,i,c,„n. T b r«««b  * '  ‘ ™ "” „ c t i . . . »
tlw ane margin between these grades w. . ^  records of their
United Baltic Girporation the writer ■, ;^,cs paid by t h a t  hm i o.
«  the Singapore market in the early J ” , 5 'p «  cent. J -
««.ked  * e e t  nos. 2 -1  7 ’"  th e ^ U e r  i » .  shown die P " «
luaBty estate rubber. In 7^1 ,hese showed even snialler di«-
l«Se Chines, dealer, in .-\ugus, „ ,l.

| L



quarter. In the course o f the smallholdings entiuirv „r m 
only e,ght out o f 9,000 trees examined were f o L 7 , o  b ^  
It ™ uld be ptcrestmg to know the basis o f the articlc m,

The v tew  o f the Insdtute on the tapping m a t S  I r " " '  
holders are also o f interest. Overtapping and ™ e L  
consumptmn have always found a place among the r 
devoted to smallholders in * e  annual report® No vfde r  
put fom ard m support o f these statements, whieh w e t  i“

T w  ™^Ilholdings enqui“ rfl
33. On occasion references to excessive bark consî in't,- 

on smallhol^ngs were coupled paradoxically witli rcfe

r  “ i . .  * . = ; : :

— m . j .  r ' A K .  s  r s T  " S * : ; ; ;

that year against 175 C 0 r 2 0 r 0 0 0 ‘ t ™ s i “ '-“ '^^ “by the 19*̂ 1 n l  . during the years covercd
e ln s u m p tio lt  a“ ^ ^ ^  '’“''"d
1938 production equalled a L u t  20o“n “ '̂ ''“ ference; tk
385-465 lb nv^r ii? . , ^  per mature acrc, against

The 1939 Annual R e p f r Z l J ^ l T i p .  2I 7U  

untappab le.’ ' This mi^ht 1estate standards, probably be considered

eeonoLe. of esTil^aTd
a tree untappable by estate production are di/ferent, and
holder without cash wage costs " Th
that the acquaintance o f the T ,■ ■''■'mark confirms (he suspicion

^on on - l „ h o « t “  w l s ' i X t t r " '  '

ments the S io n ro r^ n a s" * ’^̂ ’' j ™ *  '^"'tions o f these doco- ■
Institute to the sm allhow ingr W h ‘‘ ^
tables well presented evirlL’.  facts are dearly stated,
figures and arguments is carefuU the basis of facts,
with smallholdings arc a collrrf* ^ P^ges dealing ,
fables, casual remarks, unsupporod ^
based on hearsay evidence dp r̂iv,.,! often quite obviously ^

ved, presumably, from conversation !

i
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bark

not
,iO. t e t T n  t r F e c X T p ^ r f ^ ^  C „

the reference is to bark consOmpt^on or. M l,

^ X o r o n e - t h Wc — f  ,he 
WTien discussmg in 1946. it was found

'®“‘f  ’ ”  ^'evenTess fam iliar with the subject than could have
ihat they . i_r u x.mrlf A verv senior officer tolci
^ ““^ ' " ^ ' ' f Z r i f h X t r a  was t : X n  30 per cent, of 

writer that the amallhol g ^
Malayan “ " f  M alayan  R ubber StalU lks Handbook

Bsed to b e  shown regular y n»r nP Rubber t h e  Annual R eports
Annual Reports o f the Controller o f R u b b ^

U e  Adviser on Agriculture and to quote
publications. Anothei officer a M alayan smallholdings.
Sjures of the total annua^ produc .on “  ^he tens of
mce it was impracticable to collect ^  In fact, total
to..sandsofsmallholder^whodonotkeep.eco^^^^^ individual
prcrfucdon is e a s i l y  calculated «athon rferenc^^ 
oulput figures ; the formula by whic th in the
ie  Department o f Statistics was again every
monthly M alayan R ubber S/atislics and \%as officer also said
month in the M alayan  A gricu ltu ra l Jou rn a  ' , j ,^ p £ . ,  iment, or
ikit he could not see why any specia ‘ alylis o f the small- 
apparenUy even thought, was require influenced
holders' problems, since ' the behaiioi essential aspects
by its ownership This argmnent disreg_ nd pluming
of smallholders’ rubber cultivation, sue ‘ the soil con-
density', the absencc o f close supervision difficult>- of
(iilions different from those prevailing on
replanting, and so forth. ..ftjccrs of the

While in Malaya, the writer a s k e d  t%
Institute, both heads of divisions, eac i had ever
Malaya for more than ten yean  JJ , j ’ some years ago he 
been on smallholdings. One ..hnffs, by accident raUier
liad on one occasion visited two sma to another. The
than design, when on his w a y  from how many small-
other officer said that he cou d nol  ̂ ^.^rtainly below ton. 
holdings he had visited, but with a combmed
Hus two heads of divisions nl th 1 nstu U |
Krvice o f well over twen.y years, ,  „ ,ery day whdc on
tllan were visited by the ;.,r,icular officors w;is con­
tour in Malaya. The work ol lh «e  p



c ^ e c i m lh  the field rather than the laboratory and ,h 
of th a r to smallholdings would be above the av er,l 
officers. Each of these officers had over the s a n ,r  ® 
over a thousand visits to estates. P«d

It caanot be foimally proved that the work of the T ■ 
actually impaired the position o f the smallholder ■ but fh 

very st^ng. There was the regular an n j!d  toll i ' 
the specific export tax whose proceeds were expended ™ al™  
» d  research work on behalf o f the estates, thus str“ «h '’ 
their competitive position against the smallholders ®

t r “ n I S :  — r

and advisory work was ° vh I  
the Instimte liberally assi™^ Z  e l r e ^ ' ’' ! ' ' “ ' f  
grammes, attention was not drawn to th Pro-
results forsmallholders o f the n h n ,r^  poteuually disastrous
replanting activity o f estates ,P‘'°™ions and ol the e-xtensivt
in the p u b l ie a S l  ™ P °«an t still, the statemens

wnsumption on smaUholdinp se^-^dTo r i '  “this subject which to give credence to views on
o f smallholdings Onin ° “ J“®t^“ tion to the under-assessmml 
Head o f t h T o i e i S S r S t
naturally also served to disc quoted earher in this section,
There i J  no e X e r o t ^ : ““  ^niaJJholdei. and dieir pr«lnct

pbntmgprovisions of rubber r e ^ a S i  K r!the position o f the sm alihoidci?^or gravely jeopardised
the smallholdings nor atramtf ,L the under-assessment of
holdings under s i» n d a ry  jungk  CTr-th^'i!'^ suggestion that small- 
ments. On a narrow !  recehe as5«s-
migfat have been regarded^^ ^ ftincdom these nutters
but they were o f - p e  o f the Institute.
Service o f the Institute <±araeter, and the .Ad» isory

the smallholder genera?v.“ ‘v„‘' ! l ' °  " " ‘'h  over the iateresis 
to have enquired at the time Institute appean
planting rights to smallholders ^  o f distributing
their cffcumstances, whether suitable Vpropriate .0
viUages, whether the smallholdn^ i  available near the

“ ere m need o f guidance, and



individual sm allliolder could turn to any 
, whether an of his existing area,
j  use a permission “  P Tmtitute gave valuable help to estates^ l l c  the officers

^enew planting of the hundre^  of
}938 and 1939 proyid 1938) by officers of the

jjtes; most of this acti ^  funcrions can explain its
No by providing high-yielding planting

iJjre to assist the smallholde y p  1939-W, or for the

a „ * l  for ^  ti™ by smallholders who, it  wiU be recalled^ 
„»11 amount of replanting y  „f the Institute. a
jntnbuted some tw ^fi newly-planted or replanted on
Bult, the bulk of the twelve years has been
mlJlioldings in  the course o f t h e !  jg^g

with unselected seedhng ■ devoted to
s^ , of the Institute a  «T b iag^ 'it  be’comes clear that
fii topic ; when stripped of the ver g  ̂  ̂ interest :
Bthing was in fact done. One pas g valuable clones
■Wortunately, distribution of some of th
1 restricted, owing to the fact that ie> f  ̂  lem l agreement
jmpanies who wiU sell only on the “ ■"plctio g
ta  material w ill not be multiplied tor re . ■ _
t a  are not in general available to ^ma IhoUers.^^^
* sd in g . First, the passage does n -P^ Institute's own 
ns aot made available to smallholders, > is open
doncs were not used for the purpose. .„r clone in M alaya
» a graver objection. M uch 16 was also among

the celebrated T jiranc jji l .  w hd J jj^n ,.,rlv  su itable for
six leading clones. T jirandji F clone, and

itoting on smallholdings. It is an which on the
CHlly defect is slight liabUity to " ' f  .Vll Tjir.*nrlji

te ly -p lan led  smallholdings is much ^hese
-'-m are free and can be multiplied lor r « ^  hundred,

had been r e c o m m e n d e d  by t le clones were al'O
“tl possibly on over a thousand ' ,,vpcrim<-nts. Thix;
« l  on a large scale on the Institut .  publication ul
'oponsible for the A^ual the clones v.m.'
^  Institute must have knoAVU th.\ r̂n-iUlH-Wcr-s i-; p

■n̂ e attitude O fih . Institute tow .r.l M ■
■ % s u r p r is in g in v i» .  - n-'
•I'Ktions. Sir Frank b f..td .u e



R U B B E R  I N D U S T R Y  

performing work o f the hi/jhest aualitv i
The Malayan rubber industry is now being ser™d“'as‘ fa'’’'  
pidancc IS concerned, better tlian any o th e ^ s^  f  
“  the Colonial En,pi.e, I was p a r t i L t t y  
tlie emphasis wh.ch the Engledow C o m m issfo fS d  u”°‘' 
tance o f any policy o f applied research bS iw  ‘“’I*"
«cpom .c considerations is being fully recognised '? I*

“ s ^ l l S -  c r r f a i n l y ^ t r ;

m m t" b rso u g h rir re \ o n s to tL ™ ^
fcard  o f the Institute comprises the D ire c to r ° r fT ^
Birector o f Agriculture, Malayan Union f fh  ik
Agnculture, MaJay States^ ^ fhe Adviser on
I^-on (fo ^ e rly  t \ e ' S c M % ! “ '

p m “o?SrgOTe,trg\'o^^^^^^ o f smallholders.’ The S '
^ a rd , whose membership L m p r f l ,
* e  Financial Secretary and three estat
doubtful whether the reore.r , “ '®"'/'P’'“ «"tatives.» Iiisvm 
whom were Malays) attm d 8 ^ , ! ^  ™ ‘->lUioMers (both of
and it is even more i u S  w te h  T
trons o f the proceedings or *<= ""pfa-
pos.tion to press their f i s e  w i  1 1’=™ “  ‘
nor the Financial Secrctarv  ̂ ^  Director o f Agi icultnre
>he matters o f the Instir.ifl^ " altcntioii to
Financial Secretary (who is P^i'l'i^ular, the activities of ihe 
Permanent Committee) a r , r  official on ikt
^ 'e  significance o f these an-^^ ‘'■'“m ■'ubl^r lesearch,
the expenditure o f the Im fi , follows from the fact that
practice 6y  the Permanent Co "  ‘ >'e Board and in
explain the alm o« excluT vl^° ■ P'o'^'ibly s c n r s  to
otate side o f the industry ™‘'°" Pa'd by the Institute to ik

in earJifr ch ap ic« ^  on Rubber R c/ u k .?  u-
which have b een  discuiK^



„ed for the estates, they would have gained substan- 
There were signs o f their competitive streng*  m the 

as the high yields o f M alayan smallholders rubber, 
* 'T ™ d t / o r l  o n m S lh o ld in g s  discovered by the small-

«e to those European races to whose Dutch
„dal acumen the development o f M alaya and of the Du ch 

^Indies has been due . . . It is the honest. “P
many leading men outside the rubber mdustry * a t  he less the 
illholder has to do with rubber the better it will be in the lo g 
for himself, and for all others engaged m rubber P^^uctio . 
development o f clonal seedlings has made even the mastery 

iflfthis simple technique unnecessary.

'Sknihr sentiments were expressed in a  letter ^S rp icm b er
iirtbolder to the F im nda l Tilths, and reproduced in ihc In prohibited the
!WL ■ Is it not titne the govcmineiits concerned faeed the po the smail-
oilivatlon of rubber by smallholdings ? iny scbetnc. Only
i«ycr by legislation and then introduce a generally accepted The
> tius means can the rubber industry- be protected and native im all-
*^oiative is survival of the Fittest, who in the long run i* «





rH F  T H R E A T  T O  T H E  M O N O P O L T  O F  
n a t u r a l  r u b b e r

C H A P T E R  17

t h e  r i s e  o f  s y n t h e t i c  r u b b e r  

I

t e  e s tab lish m e n t w i t h i n  le s s  t h a n  U v o  y e a ^  o f  th e
W iu tr) ' in  th e  U .S .A .  c a p a b l e  o  s u p p  y i  g  A l l ie s .  B e fo re

“ “ u e  o f  r u b b e r  a r i s «  f r o m  a  V
> In the words of the Trum an CommiUee . ___  morf

Mense Transportation today b  that , yh e  second hard fan i? that
(8«ngcr miles than bmes and roearu of transportation, aad

ar«u in the country are not sei-v êd by any that .nany of .he
»hM is even more

and weapon, of >y.r are to be made o„ an economy
off the routes of the common earners - • • . c ^ ^ a l  Hommittce Investigating in
Smrf to mbber.’ Second Annml R>t«' of th '
Wit Piognim (1943), p. 37. . fast, most of it n e c e ^ lv

'T h e  literature o f  syn thetic ru b b er u c n te n iiy e  ^  . .j, g  'r a r if f  O m u u . ™ .

»fc,ical. Some of th i less •/ “ '
W .r C h an ee s in  I n d u s t r y  S e r i o ,  N o . 6 ,  R M ^ r  ( I 9 « )  ■ "  , , ,  C o m m it te e  Invt=i-

(B a r u c h  C o .t tm it te e ,  1942) ; “  l i „ e .  W 2 ) , a n d  th e
% itiiig  th e  N a t io n a l D e fen se  P r o g r a m  (T r i i  ,  S u b .C .o m m ittc e  o f  t l ^  ■ ■
b * » e  th a t C o m m it t e e ;  b e fo re  t lte  P ro d u c t.
Scaate Committee on A friculturc on the 1  , , , j j  ; W .r ProducuOT
»eleÎ •c Company, Rtporl oa Hu (1945! ; lUporls «f
«»bber Bureau, M i Y « ,M  Report and “  ‘ ‘ „ „ c h  Unit of the P fo o tr'm ^ .
a , . ,  (19434*) ■, J  Brenner, Tte 0 ^ ! ' " ^ ^
Kvirion ofthe U .S . ^ e a a u ry  (M arch 1938) j. ^ e  ™  32, 194.^

Bubbtr (National PlanninB ^
^orr, Rdbn- AJltr Ihe MV (Stanford Rubbrn (London, 9+->-
P«npW« No 4 r  1944) ; Dr. H . Barron ,he co,ts of

In view of the rapid changM of svntlieiic revisioaJ «
'  njanu&cturing and processing techmquc • ,945 ^ th  sooo«- ^
it mr^t rtf <>,;• r-Vianlnr was WTlttcn »n tl <

the ___________________
‘iiat moat of thU chaptcr was written
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0f™ kaniscd  and compounded rubber. T he most important 
high cJastjcm-, resilience and tensile strength , hiVh ahra 
tear resistance, low hysteresis (loss o f energy through in t e r ^ u  
v;ery ow perm eab ility  by gas and w ater, h igh  resistance to n ,;? '* ' 
tion (good ageing qualities), good electrica l properties (es^r^f?' 
high d i-electnc strength), and  substan tia l resistance to h,- ’’
of o J  and heat. R ubber also has certa in  desirable pr„ 
qualities ; I t  can easily  be reduced to a  p lastic  state in whicTva^ “* 
compounding m aterials can be in troduced  and  tlte product m o „ S  
»  an y  required shape, while vtilcanisation (the com bining of 
and sulphur, usually  under conditions of heat) restores ifs elastw ! 
ost m plasticising. Another im portan t processing characteristic ■ 
ts adhesiveniss ( tack ), which fac ilitates the production ofartirl™

c^UTictedMthseveralpliesorsheets. The most characteristic proD
erty  B dastic ity , and rubber is generaUy defined w ith reference to ihi' 

t h e l ^ L a ™  “ '" “ Odity is ra re ly  discussei b
fo refro t “  in ev itab ly  comes to th,
toreiront when the synthesis o f ru bber is considered For atom

Sil™ erofTsoD  ™>>ber has been known to be a
M t a l  a t low te '̂ “ ' ‘‘d 'ene '  deriv ative), a liq u id  hydrocarbon

“ d”  tiUat!oT fr™’ --bber
the production o f a  synthesis aimed at
p r X t  r v  sTOth '  chem ically  id en tica l w ith the natural
L rtT y b T f o r r f Q T r V “ P''T ;^ p o lym er is in g , this material.

diene d e r ^ X «  a n ^ t r b
m aterials were derived from h rubberiike

enved from butadiene and d i-m ethyl butadiene.
* Butadiene, a hvdrocarf*nn /n u   ̂ ■ 

be liquefied by cooling. a  gas a l ordinary Icmpt-raiurM bin can easily

iUid molerule, arc li„tccl lo fonn ]an!er, longer
I»a lion , bu, exhibiiing d iffm n l „h™v i Ihe samr d.emiriO cm -
monomcr). W h „  two r a a t m ! !  f*™  il»- o rig in .l mat.'.ial (tH
p rw m  B known 11 co-poIymcrijatin„ moicculn are H,us liiiti-il, tht
H'" molecular chain, f  (or lo-polynirr) is a  ..uLi.l.iim

Wink. U.C work of L u T n g  „ r r^ tL ° r  /  
succcKful mucb w aj Jcamcd which led t o  P « * l s  ha* not been rcallj
chemulry on which depend, the whole teA  “  " " P " ” ™ '  advanco in ruhbtr
h e ^ e  a m e d .e e h e ic a i„ ™ ,^ r” X a f „ “ ? “\ ”f^ *,

lion, and the relation of the hydrocarh™ , - P " ” ' * '
utiderMorf e lc r ly . Thi. i ,  of „ nr ^’ » " ' «  ■■ihtance. i„  rubber i, m,t yd 
mem of efficem modiScd rubben, meh 2  S  i sam p le , the develop
on the .uccea of further fundament^ r e m S  ■‘ ' P ' - i '  !»■*''»
cbe,a,cal p roce , which occm, when c a ^ - S ,  ‘J  A g™ , the ™tnre of tl.e
*uJphur and rubber arc combined, u  milt far r ‘ '^ '̂OT^oraicd into rubber, or wheo 
problem* might radically alter 4  The .oluiion of,om e of th«c

F wrspecta of rubber consumpiion.



XHt- --------  ,
, .  „33  la rg e ly  o f acadcm ic in terest untd the p r e ju r e

5̂ r«earcli «OTK G erm ans to tu rn  to syntheUc
Bntish , ,h e y  produced  in  sm all quan tities

f  i  p ro d u a , though useful for U -boat battenes, w as
I  ■ tn n ib b er in  its p h ys ica l characteristics, and  m anu- 

“ ' T l e n X  - d  « p e n s L "  P roduction ceased after 1918. 
^ ' f 'Z T o  an elastic rubber-U ke substance w as acciden ta lly  dis- 

L  by an Am erican chem ist in  search  of an  anti-freeze m ateria  .

S ' , . ’ . , .  f c  . K .  " s r , ” ' S ' £

iSTIiiokol types was about 700 tons, and  the sellm g price

The du Pont de N em ours C om pany becam e j
dmlopment of synthedc ru bber m  the 1920 s. n ® ^
piocei. ac e ty len e -o b ta in ed  from calc ium  ^ " ^ ^ id e - is  » m ta n e d  
«ith chlorine to y ie ld  chloroprene, a  ^ised
taadicne but w ith  a  h igh er bo iling  point and this 
into a rubber-like m ate r ia l. A  feature of the process * e  
kl^y consumption o f e lectric  cu rren t in  the production » f  
M 6 ,  from L a i  and  lim e. T h is rubber was ■”
1931 under the trad e  nam e of D uprene, subsequcnth ‘ ®
Seoprene. N eoprene (or ra ther most Neoprene W  > P
10 natural rubber in  resistance to age, heat, oil ™ j  ’inferior 
*> non-inflammable ; its resilience and tensile i^es
.0 those of t lie -n a tu ra l product. Sm all but 
ofNeoprcne found a  m arket in Am erica as a  i g ^
ISCS where oil and solvent resistance were impor . •
output was around 2,000 n co-polymer of

' Another American synthetic rubbei was ;  ' n jjjgi ^nd of 
is-butylcne (a  gaseous by-product of pc l o c  
Wtadicne, w ith  the form er providing J  F . „ j ; ,b i l i t y  to gas
'  per cent, of the co-polym cr. E xcep tio n  ^^^.^lopmcnt was

to liquids was claimed for this ru . ‘ , q , , . manufactur- 
“ nounced by  the Standard  O il Compan> m  ̂ Harbour.
“ig capacity was in existence at the ni  ̂ ,lie

i  v r i « “  » ■ = " " "



and natrium , sodium  being used to fac ilita te  polymerisation^ 
butadiene was derived u ltim ate ly  from coal and Hme rtii 
ra ld u m  carbide and  acety lene), req u iring  a  lavish cxpendij"*'' 
dectric  power. Shortly afterw ards a n  improved version 
developed : Buna N (or Perbunan ), a  co-polym er of butadipn,. 
acrylon itrile. This la tte r  m ateria l is gen era lly  obtained fr 
petroleum or other hydrocarbons, and  from atmospheric n itron  
Buna N is outstanding for its resistance to o il, age and heat an?" 
la rge ly  a  speciality. Sm all q u an tities w ere sold shortly 
w ar a t around 3s. to i s .  per lb . ®

The next step forward was o f considerab le p ractica l simificanr, 
la rge ly  shaped the future progress o f synthetic rubber, h 

1936 the developm ent o f a  successful genera l purpose 
rubber was announced m G erm any, the celeb rated  Buna S a co- 
I^ y m e r  o fb rtad ien e  (about 75 p e rc en t.)  and  of styrene (aboo, 25 
per cent.). The la tte r  is a  hqtnd derived  p r in c ip a lly  from cthylcm 
p o m  hydrocarbons, u sua lly  petro leum ) and  benzene (obtained 
from co a l- t^ ) . Buna S was in tended as a  d irect substitute for Hit 
n a ^ r a l product, and was to be used p r in c ip a lly  in  the manufactu™ 
o p y rra . M easures for its m anufacture on a  la rge  scale were taken
u m n  ™  -t! announcem ent. In  1939 the output m

f  n l °  even tua lly  it rose to.
f t f w  This rubber was not marketed bcfe

TQTO u. "  manufacture,
i n o f  n , r ' / r  '>'■ 2 .. to 3 .. per lb . Little «
Tn Perform ance under service conditioni
was >-e«stance to abrasion and age i,
qualitie<i j  n a tu ra l rubber, but its adhesin
inferior ’ and tear-resistance were believed to be somewha

t h o u g h  c o s t i ; , t b r t :  v z z t  ^

1933'^ut^'nfomi**ri'^ produced in  the Soviet Union ate

syntl^efc P ^ducts . The princip al types of S o *
s r a t t a  b u 7 a l L " ' T  S'K-A. L d ^ K .B . ,  bo.1.
agr icu ltu ra l a lc o h o r  are I™ P^™ '™ ”’ ' ®
whose chem ical comnosition J  •' P '"T “ ‘= synthetic rubbers
rubber than that of an y  other
scale. Soviet sources have c la iL r i  P ^ ^ uced  on a largt
perform ance ofthese rubbe,^ w T e a u I r ™  “ " “1
rubber, but there has been no im™,^“ i”

im partia l exam ination ofthese clairal
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M^nnrene w as ano ther syn thetic  n ib b e r p roduced
cosT)i?ne, akm to Ncop » 1930’ s, w lu le  severa l o ther types

4e Soviet Umon syn thetic  rubber.
was Ibe b rg  ^ P ^  „ jb b e r  production  on an y  scale 

of w a r  T h e  developm ent of severa l o ther 
before the outbreak ot m  produced on a  ve ry  sm all
^nedes was jem i-in dustria lised  countries, bu t the
^ ,e  in several industnal^  w as below  1.000 tons. None o f these

S r C t h e U c  rubbers ^ c lu ^ e d  an y

s  i x  s i r s i '

e ‘ = 2 “ “ . s ,  . - i »  — r : : s
'Neoprene and TTuokol ou tpu t in  t  rubber It is often
to d  of one per cent, of A m erican  the w ar ;
said that synthetic ru b b er w as ga im  g  gr 
this is formally true , b u t these figures help to pu t me

proper perspective. oroduction before 1940
The reason for the neg lig ib le  synthe p q ualita tive

was quite sim ple. Q uite  ap a rt from c e r .  naturnl
dcfects, the synthetic  product  ̂ i experts, and
rubber was seUing around Rd. L ea  i S between
indeed champions of synthetic  l ubbe ' P subsidy general
1937 and 1942 th a t  w ithou t a  heavy prospective,
purpose synthetic ru bber h ad  no im m  *  ̂ . com plex patent
(JiMCe of com peting w ith  n a tu ra l m  of one or two
dtuation p rob ab ly  sligh tly  " ‘ “ f  im portance. Develop-
typcsin A m erica, bu t tins " ' f - ' • 7 ,r lv  the special purpose 
ment work on synthetic  rubber, p a  ■ ; but this was
types, was p ro g re^ in g  of general purpose
altogether different from largc-scale p
synthetic rubber. , .^v G reat B ritain , foi

T h i s  is  t h e  a n s w e r  t o  th o s e  w h o  ^  a t  t h e  o u tb r e a k
example, w as vvithout a  synthenc rubber mdu.  ̂ ^

* Authontativc pronoimccmeiils on Industry ui ^ o f  Mew

empfaadc ev id tn c c  by M r . \V. S . F .u . a r iic lfs  ‘  «p<?ciaUy by
Jersey, before the Truman Committee . ^  wc 
UiiT^od by leading rubber Mr E-
Dr. P S c h iio w iu . P r o fo » r J^  A

•For imunce. Dr-



of the war. After the faU o f M a la y a  and  the N E r tl, '
of a  British synthetic rubber industry w as deplored and , 1 ! ^
frequent suggestions that the influence o f rubber »  '
retarded the establishm ent o f the in dustry  in  B ritain  TT. ' " ‘n ■ 
ttons were qu ,te untrue, and  this country, which is a  h e a w ^ ^ '  
of refined petroleum  and o f gra ins, and  w hich is w ithout '
supply o f hydro-electric power, appears partic iilu rl
the large-scale production o f synthetic rubber. A  sy^thetTc'r'll!"  '
industry would have been o f very  litt le  use to tFe Br i ^
economy ; rather the reverse, since ( if  i t  could h a v rb cen  ?  '“"I 
a t a ll) It would have en ta iled  a  substan tia l waste of resourc«' !

II

the outset that no .  u itjm ate  goal. It was clear at
second h a lf  of 1943 a t  the carlV^f expccted until the
assumptions fuU-capacit\^ wo V  ̂ 1 favourable
Soon after the e.xpansion of the"® m ily by 19«-
capacity of 800 000 ton P rogram m e to a  projecled annual
J t i e s  L e r ^ d  t o  “ ■ 
b u t^ ie n e  deserve som f e ^ S e r l t : .

butadiene, or hi a  few in sfa^ ^ s  f r r u b b e r s  arc  derived either from 
closely related to butadiene T I i l  " b ic h  is chemically
n ibher, and while its p roduetbn  ’ r"" “ g ‘'edient o f synthetic
“  can be based on a n u X  o'?-
can be produced by s e v e L  ° f  d 'fferent raw  m aterials. It

y  a  num ber o f petroleum

: ? r r  '■>» w -m bter mdmtry »>* m aterial, ; ,  hoi.home .yntl.ttit
W O T ld? ' l i  economy o v j  ^ 1° “? ? ““ ° "  ™ “ Ponant diffm m i Jwo„ d hav« t e n  , i c  a c c u „ ,u la a „ / „ ; ;"  " f  p ™ „ y .  The cor™ t i™„r.cec 
S  The policy “ “ '■‘'I ™ tl.er, .uiBcient for
thene t a e ,  but on an madequaie £ u c  ' ^“ 7  belatedly, w a. alonj



. . „„d from n a tu ra l gas  ; from  acety lene , an d  thus u ltim -
r l l  and lim e th rough  ca lc iu m  c a r b .d e ; and  from 

’ " 'I  r i c h  in tu rn  can  be deriv ed  from  g ram , potatoes, soya 
jBhol in deed  v ir tu a lly  a ll starchy ag r icu ltu ra l
btjffi, (. o f  ag r icu ltu ra l com m odities su itab le  for
r t S u c I n  o T b u t a d iL  exp la in s the dem ands for the establish- 
!  l o f  a synthetic rubber in d u stry  w h ich  have o f t e n  accom pan ied  
^culturaTsurpluses. In  1941 som e 70 per cent, of the production 

fiilcohol in  the U .S .A . w as deriv ed  from molasses, ju s t  under 
*-quarter from petro leum  fractions, and  on ly 6 per cent from 

Before 1942 w as far advanced  it  h a d  becom e c lea r  th a t thrae 
i i r t i o n s  would be d ra s tic a lly  a lte red , as the sh ipp ing (cspeciaUy 
Liker) shortage w ou ld  necessitate a  sharp  reduction  m  molasses 
iBports, while the d irect m ilita ry  dem and  for petroleum  fractions 
.odd be very la rge . I t  becam e c le a r  th at for some tim e to come 
the bulk of Am erican alcohol p roduction  w ould be based on g ram . 
Here were the m ak ings o f a  first-class lobby. u 4

Two-tHrds of the bu tad ien e  cap ac ity  
IM2 programme for the prospective output of 800,000 torn 
i)Tilhetic rubber was based  on petro leum , and  about one-third on 
jlcohol. A t the tim e there w ere still considerab le agr icu ltu ra  
iurpluses in  the U .S .A .. an d  this fact, together w ith  the not unnatura 
desire for a  dom inant share in  w hat prom ised to become a lucrative
and important industry, led  to g reat p r e s s u r e  by the la im
m increased share o f alcohol butad iene. Further “ m plicano 
Jiose as a  result o f conflicts over the a llocation of scarce m « «  _  
and of certain techn ica l difficulties. The combined e ec 
various adverse factors threatened  to disrupt

At this c ritica l ju n c tu re  tlie R u bber Survey , [943
Committee) w as appointed  by  President Roosevelt in  ‘ j ’
ad  within three weeks produced a  report rem ar a e 
Imeiiess. correct analysis and  the ruthless j
i> exposed the situation . T he Com m ittee b lun tly f  

I f c  synthetic program m e was carried  to a j   ̂ xh e
|»e, the U .S . econom y would collapse, ^  to an
Committee recom m euded an  expansion of P" „ ,.i , io „
“nnual cap ac ity  of over one m illion ton;., ‘ r „d_,niciital
ofthe types to be produced, but insisted ih a t t  e jjattlcfu-kl is
Modifications h ad  passed, since ' any weap ippointment
letter than the best weapon on a b luepnnt . The app

* G ru d c  o i l  co n s is ts  o f  a
a r c  ll> t d m v . t i v n  Of P « ~ l c u m  m  * 1 1 ' " ' '



of a  R ubber D irector w ith  alm ost d ic ta to r ia l power within ,1. 
of rubber production and  ru bber p lan t construction wa< al 
mended. A part from the specific suggestions, the general 
the report and the sense o f urgency w hich  ran  through it m ?,''.”' 
erechted w ,th an im portant share in  the subsequent ! u e c «  „ ,K 
syntheuc program m e. “ “  tke

The recom mendations of the B aruch Com m ittee were imm.H' 
ate ly  accepted. In  1943 i t  becam e necessary somewhat . ^ 01' 
down the program m e, chiefly because o f the shortage of m ate* 
and labour for the construction of the p lan ts for producing b u m S  
from petroleum. As. however, the a c tu a l output of most of ,h 
plants, e s ^ a a U y  the alcohol butad iene p lan ts, w as shortly to exceed 

rated  capacities the over-all qu an tities  visualised 
& m m ,ttee  were la rg e ly  attained . T he fo llow ing table summand 
the capacity  position by  the end o f A ugust 1944.

T able I

n 0f  U.S. G ovem nm t S yn thetic R ubber P rogram m e in K U  mik 
the recom m endatwm  o f  the B aruch  Commiltee

____________________  ^ ( L o i i g  tons)

I R ated  Annual C apad lies

Buna S  . 
B u iy l . 
Neoprene 
Thiokot ,

Baruch  
U.S.A. only

8^i5,000
132.000
69.000
60.000

1.106,000

EsliviaUd 

1944 U.S.A. \ 1M 4 U.S.A '
•«iy I 6w „  , a i r V n / ^ l k

Total

W « . :
m m oii, Jtubber (W ar (

705.000 t 735,000
68.000 ' 75,000
63.000 I 63,000

rrogram m c suspended

836.000 i 873,000

1,01)0.000
73.000
70.000

1,145,000

nDiretlor (19441, and TariH' Coi 
natiges m Indusu-y, No. G).O— —. 1̂ 0. 0).

to provide q u k X '^ t i^ 'a b b  P™'*'*''
success of an  intensive rubber s c r n ^ ^ i i  ■ recapping. The 
w it h  d if f ic u lt ie s  In  th p  n m  • ?  c o H c c t io n  c a m p a ig n ,  to g eth er
o f  th is  p r o g r a m m e . U n e x p e c t e d  d i f f i ^ r
struction and operation of the i “  “
w a s  h a l v e d .  -n u ty l p la n t s  a n d  th e  p ro g iu m m c

a  two-to-one ratio  o f 'p e lro leum ^  confirmed the existing p lan for 
petroleum  and alcohol based butadiene.



. „ o f 1944 m ost o f th e  ou tpu t w as supplied  by  
B»ffl 1«2  «  a  because the construction of petro leum
fckol T ; i  m uch d e layed  th rough  shortage of m aterials . 
i.adi£»e plants w ^^m  these p lan ts
jpdalsobccause th re a u ircd  petro leum  fractions had  to be
^.eartailed, as some T he bulk of the alcohol

T h ere  w as Utde d ifficu lty w ith  the styrene 
““ “̂ ’^ e T t e ^ g r e d i e n t  h ad  been produced  before the w ar 
^ m m e  as “ F  d ifficu lt problem s w ere m volved,
t : ; ? ; : s : i ^ : : a i ; t o i v e d L e r  tech n ic^  ^ 

*“r r u r " e  interests involved . e

all Buna S  (co -po lym er,sation) B utyl p .
10 per cent, of the N eoprene cap ac ity . In  a ll, TO jK
I'lie total investm ent in  the syn thetic  rubber
to ed  from public funds. T hough  the governm  m  A us
practically the entire in dustry , the p lan ts are  P ^.i^ohol and
Kiicems at a m anagem en t fee. T h e  bu tad iene - alcohol
ikstjrene p lants are  operated  by  chem ica l com pa (
ising largely supplied b y  d istiller ies), the IVactium
fliDts by oil com panies (w hich  f ,„rcrs the Neoprene
tquiied), the Buna S p lan ts by rubber by sub-
M  by d ie du Pont C om pany, m id the
adiaries of S tan d ard  O il of N ew Jeise> . P
pmieshave no specific rights in  the plants, of the
riusal at any g iven  price should the governm ent dispose

. ■ r  .xrnthr'tit- rubber,
As wcU as p roducing la rg e  °  j.„m aly im portant

■taetiean techn ica l in gen u ity  P='*°™  • y e  products. This
tal of processing this rubber mto semceaWe^I^^^^^
®l*ct of the p rogram m e is olten oveiio nuO-3 Ol̂ Ll miles at
“fthe century a  rubber ly re  lusted "',5  c.-ipccted to have
1*ais around or below  20 m iles ; by • ,  „iiies, while
’ useful Kfe of 25 ,000-30 ,000 imlcs a t spcccis
I** cost of a  tyre  per m ile h ad  been ic  uci teclinolog)',
W  im provements rcllected the of svnthctic rubber
“pedally o f rubber chem istry. Ih c  en u  i
Wers in  hnportant aspects from th .it o i  n .a
'*»nches of rubber technology had  almost
* >Pace of a  few montlis.



The foUowing tab le  sum m arises the success of il, 
rubber program m e. syntliflj,

T a b l e  II

0 ,upu t o f  S ynthetic R M e r  in  &  U.S.A. and Canaia 

(Thousand long ions)

1939 . . ^  r*■ • l-O __ r.1940 .
1941 .
1942 .
1943 .
1944 .
1945 .

3 ’7 9.0  0

■ ' “‘‘ ■O 33-6 14 a
■ 702-3 58-1 ,  .7 «  8 H
. 756-0 45.7 'S'S im

In oiBcial American parlajice Buna ia l  
styTcne ^ e d j ,  Neoprene as G R-M  <Gavcm'iT,^,?"^K?® (.Govrrnmeni mbbcr- 
Butyl as GR-I (Gov-ernmeni rubber—isobutvl^n,. h  baaid)
m «)l rubber—acrylonitrile based) a K l"  ^  (Covtti
fmnah u  due 10 the fact that t S  c h e m i L l f  reference 10 buiadieiie i„ , S

b f f c u ’ s'A  ’  S ’ '-

"  0 " » g  »  ra a in  1“ .' a f»  l »
uied for ceru iij special purposes ctjarancristics, Tiiiokol. 6 (4
authonue,. The d i f f e r ^ 7 S ? t o  . ? ! h  ? ^Vn̂ ĥ '̂ic mbber by the
discrepancies between various iigures of accouiKs for frequeiii mioa.

- . ‘he Amencan synihe.ic production.

rubber requ 'irem t"^  V t h r i d f e  “ °™“
y -  a n .  h. the . c e

III

rubbers it  I  ncMMrv^to^HT?-*^* n a lu ra l and synthetit'
purpose synthetics > ^ h e  genera l and special j
‘he n a tu r l, p .od™ . i m t d : d T . f n r “ ^ are  substitutes fa | 
uses, p rinc ip ally  motor tvres T ?
Butyl .)  a r e s u p a io r  to n e u r a l  . W ■“ "
aetenstics and tend to d isplace ,  in Particu lar char-
notab ly where oil and ‘“ pnrtant usfl,
but they also extend the resistance is spec ia lly  desirable;

the field over which rubber products can be

B . . »

2-5 Z  U H
5 .4  _  " 5  H



th e  r i s e  O’ ’ SYNTHETIC ROBBER 297

T t.«c rubbers w ould no t n o rm a lly  com pete w ith  natu ra l
orice b a s is ; th e ir superior qualities  would ensure them
m ecial purposes, even a t  prices appreciab ly in excess 

J  r r p 'o d u c t :^  T he p rice  of rubber is usually  a  sm all 
of total cost in  such item s as tank  hm ngs, oil hoses, pipe 

‘ °d in these uses the lengthened  life of the product would
than offset the h igh er cost. „ ■ n c

The mncral purpose s>'nthetic ru bber pa r ex cellence is Buna S, 
.hi h a c iu n ts  for seven-eighths of the A m erican  capacity . Certam  
f t e  properties (both in  processing and in use) differ however, 
»lablv rrom those of the n a tu ra l product, and some of its deficiencira 
^ S m u c h  trouble, esp ec ia lly  in  the e a r ly  days of the U .S . synthetic 
m mm me. Buna S w as found to be more difficult and  expensive 
Tprocess than is n a tu ra l ru bber. M ore senous is its poor adhesive 
,ualit)- (lack of tack ), w hich necessitates the cem ennng isp em  
bonding) of pUes of the ty re  casing  or of belting m ade f™™ *  
mbbcr, an operation unnecessary in  the processmg of natura l rubber 
In 1942-43 the cost of m an ufactur ing  a  tyre from Buna t, "■« 
K-third higher th an  w hen n a tu ra l rubber was used ; in  194b lie 
discrepancy was about 15 per cent. Some of the P™ P" “
of Buna S -are superior, others inferior, to n atura l rubber , tiie
latter still seem to outw eigh the former. The resistance to age an 
ibrasion of Buna S  Dre som ewhat better, while its rcsihence, ten, 
mngth and tear-resistance are  poorer. The lower resilience 
Bima S tyres results in  the generation of excessive 
when the tyres are  driven a t heavy loads, or o\er P“ ‘' ‘ /r
m high speeds ; a t high in terna l temperatures s y "  hetic lUbber 
t a  strength even m ore rap id ly  than  does natu ra l and
t)« failures are num erous. T he in ternal heat also pu a  se 
strain on the cords of the tyre carcass, with a 
lelerioration in  the cotton fabric. These defects a
important in  the m anufacture of bus and  lo n y  y r
wbstamial progress has been m ade in are also
cental difficulties still rem ain . Some of and
'sperienced in  the use of Buna S m  inner „
keavy tyres m ust still be given an  ^  subsdtuted for
'®t. of n a tu ra l rubber, and  rayon fabnc must tx  
Wtton; even under these conditions the t ; r  „ m ,a rv  tvres,
loaded or driven a t high speeds, H ea w  ° > an
specially when Hkely to be used on bad ,er tyres,
■̂en larger proportion of n atu ra l rubber. ^

W e v c r f  can  be m ade en tire ly from Buna S, and smU



fa ir ly  satisfactorily i f  not d riven  a t  h igh  speed F 
general purposes where no spec ia l resistance to 
solvents ,s reqn ired , Buna S is an  adequate  s u b . t i t Z Z ' ' ' ' '  
r a b te r  tliough us processing costs a re  u sua lly  somewhl v T *  

Butyl is sometimes classed as a  genera l purpose rubberfh 
performance in  tyres has so far been unsatisfactory Its o„, 
property IS m iperm eabiU ty to gases, and  it is used for 
barrage balloons and other fabrics. Its use for inner X  
envisaged I t still exhibits certa in  undesirab le p ro c e L i l  o

i r ; S "  - y  - - d V ; : ! : :
In  appraising  the costs o f the synthetic rubbers produced und„ 

the U .S  governm ent program m e, it  m ust be remembered 1 ,  ?? 
m dustiy  h ad  to be established a t  very  short notice, during a 
of acute shortages o f constructional m aterials  and  of railroad eciib 
” ad t'o b e ^ ^ 'P - T l  considerations o f .p e r a t in g  effici y a„d'
L d  n a  i r  'P " '*  ’ o l J Zand m a  long-penod sense inefficient, w ere a t  times deliberate 
adopted ^  existing equipm ent could be ad ap t ^  o f e e  T™

in » m e  i r t t ° c t  ^

™ gons d ict^ lH ®  * e  shortage „f tarf
m o C e n r r f  ^ L  P‘“ ‘*
tions would hav j  n°™ “My som ewhat dilTerent considera­
te  transport rb o v e^ d f P rom inently, as butadiene is cheap
dictated by the o v e r r i d ^  alcohol based butadiene was
production o f alcohol fro « “<■!)' supplies, while lie

Shortage of m o iL T  A ll t ^ e ^ T

and ava ilab le  at"t“h e ‘ t i r “ r  P“ “ ^hed in deiaJ
actua l data  are c o m p ir a . ,1 ' '" ^ ? ® ’ ^
processes and  to olamc i • re la te  to a  num ber of cliHcrfflt

it is reproduced from rVi ̂ ^^nses some o f ihc relevant data ‘ :
has T ar if i' Commission., wlucb

* For details, cf. Tariff C«Mnm:«ri
J iu t itr  Direetffr (Aug, 19^ '  *

be found on pp. 316-17 bdow. ^ b u t  inore up.tc«late ft̂ urrt w*



T a b l e  III
. Actual Costs in May 1944, o f ' Bum  S SyntMic Rubber 

SjOtmti o«« Govmment Programme
(Cents per lb. of rubber)

Slyrm̂  Cc-pclym.i- Told
saticHi

J^ o l  proces., w ith  p i t e  o f 
alcohol:

«  cents per gallon  * 7.9 49-6
"n a d v an c e  • 3 7 ;  47-9

Actual M ay 1944 . . i f  /
15 cenU per gallon _ 7.9 20-9

Based 00 advance e stiraa le  . 10 4  jg.|
Actual* . • ■

lufene-butane (petroleum )

C » « < i , n a . e .  . • 8 - ,  2 ;3  18;3
Aclual M ay 1944 . . 12-7 ^ ’

*„h cV co „ld  h .y c  b .e„

tooght at 15 cents per gallon. _
Source : Tariff Commission, ofi. a l . .  p- '•

The cort of alcohol is b y  far the largest item  “ P^f2''f™ t" 
(f b u ta d ie n e  f r o m  a l c o h o l  ; p r o c e s s i n g  c o s t s  a r e  o n  y  

per lb, It had  been expected that f  i t  X r X r
rf25 cents per gallo n ) w ould be ava ilab le
programme a t  about 50 ccnts per gallon. ^  .
10 the high g ra in  p rices, w as a™ und 95 cents r U - - l > y
the next few years  the cost ot alcoho > higher
^ c t e d  to be from  12-20 cents per 'b -  S ™ '”  /  molasses, or
%orc. This w ould have to be alcohol 
synthetic alcohol. T he cost of g ram  alcohol

excess of the ac tua l over the 
butadiene w a s  d u e  a lm o s t  e n t i r e l y  to  t i  . , jq  p<.r c e n t , o f
»nie of the p lan ts e a r ly  in 1 9 1 4 . ‘ inflation through
Ihc cost of th is process are overheads, ^
»wldng below  cap ac ity , the “ y e  include full provision
'a l ie r  in  this chapter. The costs n ,,n -vcar basis had been

;«m ortisation w itliin  five years ; i ■ • and
*iopted, costs w ould have been <.enB te s . F'.v'-
>rithout am ortisation t h e y  would “ '=  since the capital
Jrar am ortisation seems defln .teh  too , ^  includes in many
cat on w hich the am orusauon .s caUulaveQ



instances the construction o f  roads, pub lic  utilities ■ 
instances even the cost o f lan d . sot

The butene-butane process (dehydrogenation of K , 
the cheapest of the various bu tad iene from petroleum *
M ay  1944. and is Kkely to be the most economic ° 
M o w m g  tab le elaborates the figures g iven  in  the la ,t  V 
III to show tlie range o f eosts o f this process, as well a l  thr 1 . ’ ’*'' 
on actua l costs o f am ortisation charges and  of capacity

T a b l e  IV

B u m  S  R u b i e r :  R ange o f  Costs in M ay  i m  u sin e .
m y i r o , « .U o n  o f  B u^ lea e, and  S t y r e n e ^ f ,^  c Z r a f  o X t  

F raction s '

lu m

(Cents per lb. of rubber)
B u lad un e  

f r o m  
dehyd ro ' 

Co‘p o ly -  g en a lion  o f  
m em a tion  butylene

-■Amortisation of investment
6-6
8-78
7-36

.-uuuiiisatic 
L o w ^ i cost in cach category

L o w ,^ , ,  .  ■ o f  in v o iim rn t
i^ w c s t  cost m  t a c h  c a te g o r y  5.53

6-31

I 5 years 
8-22 

15-59 
12-72 

in 10 years 
6-60 

II '67 
9-87

Slyrerie from  
coa l-ta r or 
pelToUum 
fra ct ion s

r<«a

-  W ithout
cost m each category

“  ‘“ ''" ■ S '
Pmrmlagc of capacity

operated : “ P«ity

p i“ “  ? " « “ ?  >™est .
bavmg h ig h e s t c« .,

i v e S ° “  “average cost .

Without provision for amortisation
458
6-68
5-26

102
58

•t-98
7-75
702

149
57

2-24
2-82
2-40

1-77
2-46 
1-99

1-30
2-14 
I 38

117
97

1 7 - H  
2 7 - 1 ?  
22-«

1 4 1 ) 0
21-88
1 8 - I ?

i O - 8 6
1 6 - 5 7
U'36

114

"ITius by ?k{ay 1944 soni 
actually produced at a svntlietic rubber was

ITL- , cents 1,- the average
i h a  very low fiaure wb«

C ad>  c « o  1» 1<™ ,2 c e „ , ,  a ,  p | „ .  ^  .



, „f the most efficient process w as below  14 cents, and  th is 
I r s t n i  inflated by u n d er-cap ac ity  working.

'*“5 ,e « t o f  t ic  special purpose synthetics, no tab ly  of N e jr e n e .
t e n  reduced from the p re -w ar figures of over 40 c e n ^  

®'lb The foDowing figures for M a y  1944 are  g iven  by the T a riff  
^oission- ; they refer to one p lan t only.

T a b l e  V

R M ir : E stim ated Cost o f  P rodu ction  and  Actual Costs f o r  
M ay 1944

(Cents per lb.)
EstimaUd Actual

B a sis o f  co s t  1944
toonistion of investment in 5 years • 3045
iiiiortisatioii of investment in 10 years .
Without provision for amortisation . •

The actual cost of N eoprene w as based on acetylene costing 
ita t 11-7 cents per lb . ; accord ing to the Specia l Report o f  the 
i f a o f t h e  Rubber D irector, th is in term ed iate  m ateria l m ight cost 
;ily 7 cents per lb . in  the fu ture, and  this lower figure would reduce 
it  cost of Neoprene b y  abou t 4 cents per lb.

None of the B u ty l p lan ts was operating  a t more than a  fraction 
irated capacity b y  m id-1944, and  ac tu a l costs are of little  ;
ll i  generally held th a t B u ty l w ill be one of the cheapest, or piobaW> 
ic cheapest, of a ll synthetic  rubbers, w ith cash costs as ow as 
ttats per lb ,, or even l e s s .  „  ̂ .L/.

I Early in  1945 the R ubber Reser^■e Company forecast th 
ah costs of B una S w ould u ltim ate ly  be reduced to 11
«o «iing  to the C om panv’s R eport on the Rubber P ropam
.« e d  in 1946), cash costs of 11-12 cents per 
«S * r ly  obtained in  one p lan t. In  1946 petroleum based Buna^^^ 
^IMToduced a t  a cash cost of 13-16 cents per ■

of these cost f ig u re s-b o th  those j '/ ^ ^ '^ th T 'id ™
^j®ates of com petent authorities—differ ^  ̂  to 20
* '9 3 9 ; the discussion is now m ™ ),.is come

per lb ., instead of 45 to 73
partly  through d ie poohiig of technical

'*̂ 2, and through the free exch.uige ot m ior . ' reached
But it  cWetly reflects the particu lar ,cage ol pn«re>.

* Op. rtf-, p-



around I939-M , w hen a  num ber o f im portant Droc«. ,• 
producuon botli o f synthetic rubber and  o f its inRredienkl l, ?  
developed in  the labo rato ry and  had  reached sm all-sca ir ® 
m ental production ; the translation  o f these in to large s a l  
tion for an  un lim ited  m arket brought about a  steeo reH?,"'*''' 
costs. U nder norm al conditions this proccss would h a n ™ /  
m any years but m  1942-44 it  was, as it  had  to be, e o m n r l r f t '  
a  m atter of months. Pressed iDte



n a t u r a l  r u b b e r , 1941-15 

I

A l t h o u g h  the grow th o f the A m erican  synthetic rubber 
industry ovei^hadowed a ll o ther developments after 1941, 

'maettic steps were also taken  to increase the supply of n atu ra l 
rabbcr for the A llies. C ey lon  an d  In d ia  were the only F ar Eastern 
nroducing territories w h ich  escaped Jap an ese  occupation. By the 
middle of 1941 In d ia  h ad  becom e a net im porter of rubber, as the 
spid OTOWth o f her ru bber m an ufactur ing  industry had  tem poran ly 
outstripped tlie c ap ac ity  o f her p lan tations. In  spite of severe 
testrictions on rubber consum ption and of the high price offered 
ibr the product, only com parative ly  sm all quantities were exported
ifter 1941. , ,

Net exports from C eylon in  1941 (excluding ‘ amounts placed 
imder customs control a t 31st D ecem ber 1941 ’ )  ̂were 86,000 tons. 
In March 1942 a  bonus scheme was announced by the au^orities 
under which producers were to be paid  in  addition to the basic 
kb . price of 61 rupee cents (11^.) per lb ., 30 rupee cents per lb. 
ibr output over 90 per cent, of standard assessment, and cen ' 
m  lb. for production over 100 per cent. This scheme prove 
Mcult to adm in ister and  was m th d ra ™  in A pril when the basic 
price was raised to b .  2d. per lb . f.o.b. Colombo. Appeals « c re  
>ko issued to producers to increase output, but some o “  , ,  
fctmctly am biguous; In  1942 a  c ircu lar of the Ceylon Rubber 
Htsearch Schem e requested producers to take sue  ̂ 'P® , ^
-.im m ediate increase in  ou tp u t.a s  m ay be compatible v h the 
praen-ation o f the cap ita l va lue  of f  of several
patnotic du ty  as weU as good business . Ih c  ;

com panies operating  in  Ceylon stated tn l ^ ^ ^
Upping policies w ere strictly  com patible with

‘ Under the regulation scheme, rubber placed be debited against
I W b e T a n y  given y e „  cu Jd , at the opuon 

*« «p orls of d iat year, ei'en ihough n ,;m 1 »r i. declared
•"Ceylon all rubber lying in any watehouK m IMI exporu.
• i-v e  bee,, placed unde, a » .o ™  control, and to ™um * ^

»aa a  d ld c e  to dimim.h. in appe.rance only. , 5,000 ,™ ,. and
p e b b l e  .n ,onn„ 1̂ '

the under-exixjrt'^ '
tom (6  per cent.).



the weU-being o f the trees. T he regu lation  macUnerv i„ , .  
the issue of coupons and o f export credits was m . iT -  ' " S  
the end o f M ay. It was abandoned on energetic repre”™  ?  
the Com m ander-in-Chief, who suggested th a t the 400 men 
on rubber and tea c o n fo i work could be more usefuMv f * ' '  
on other t a s k  T here was some opposition in  London b u U V ^

" ' l 9 t
Production in  1942 was 101,500 tons > Npw 

secunng further increases were announced e a r ly  in 1943 ?^*

u “  ‘'‘'=
bonus p lan  was a g j ”  baste quantity. I t ,
favour o ^ »  increase

between “ e t r [ t i s h ? n t n V “ “  " S ' - - ” " "  ‘- ‘" I
a  c h a r l  f L  , ‘“ ' V  “ * '^ e  R .G .A ., admitting a,'

resulting from intern” v r S p p L * " T h ‘‘ ' ‘ b °“ 'average tannino- •*, , T he basis adopted was the
have been equivalentTo iilt i" f" n  assumed to
excess o f this ra te  qualified fn <=>'“ ■ Tapping in ,
R-G.A. contention that a t th allowances based on tk  1
rubber trees ivould Ia.st for tw e n tT r™  rate of tapping
the admission of ‘ ex tra  w ear i f ?  “ nderly iiig  idea, [
was sound, but the allows “  “  allow able expcnst |;
o f release during 1935-37 wrs"^?! 8<="<=''°us. T lie  average ratt
then inadequate, and it  is d ifficuk m "''
a t  the intensity of tanDinir accept the a.ssumptioii that

p u l Iheic Ucni. lu d  b<-cn paid by Iht pJSScCT * '



veai-s. A ccord ing  to a ll a v a ilab le  evidence, the 
-arises from loss o f s tan^  th rough  root d ise^ e , or 

'•'‘ ‘' T i  through erosion, o r from  the obsolescence of unselected 
f  i S a l  and not from the w ear and  te a r  of tappm g ; bu

• jp g  half-c ircum ference cuts w ould not
‘» J « l ° t r a i n  on’ the trees. H ow ever, the concession was 

T f a S d  if it stim u lated  p roduction  a t  a  tim e w hen every ton

' C ^ r ^ o f l h f a u t S S !  c w X o f  the U .S . R u bber Reserve 
■ * n v  tT obtain n a tu ra l ru b b er from the W estern H em isphere 
S e a  received far g reate r  publicitv- th an  d id  the m easures to 
‘ S p l i e s  from c f y lo n  and  In d ia  ; bu t the “
L h o k  disappointing, and  g en e ra lly  in  m verse ra tio  to the in itia l 
nUdty given to the num erous schemes. T he supply o wi 

increased no tab ly u n d er the stim ulus of 
fered; more rubber w as also forthcom ing from the F 'restone 
N ation, in L iberia , la rg e ly  as the result of 
L n g  m aturity. T he la rg e  Ford plan tations m  B razil stil failed
3 jield rubber in  com m ercial q u an tities , ■^ '̂jenteen 
urt of the venture. I t  was expected that w ild  rubber exp 
bzil might reach  som e 80 ,000 tons a  y ea r, but ac ^  ' P
«reonly around 25 ,000 tons, though the f.o.b. pnce o e - 
..Bm around 2. . .  subsequently raised to 3^. ;
•  were spent by  the R u b b er R “ "■ '^ C o m p au y  in ^ i d m g  

MiBport and m ed ica l facilities, such as - a rem la -
lie Extended p lan ting  in  the of guayu le  ( or g f
ta), a shrub M ig e n o u s  in  M exico , yie lded  a “
rtbtr ; l i e  results of this p ro ject fell short of expec 
F^am m e was sh arp ly  ‘-i
(Ublieised venture, la rge-sca le  p lan ting  ol increasing
«  yielding some ru bber, proved a  “ " P  ‘ p r o d u c e d  in

Still very sm all quan tities oi n atu n il ru  ̂ . rum) a 
Soviet U nion from kok-saghyz j.g The efforts,

’■alslirub y ie ld in g  about 150 lb . of rub er p ‘ supplies of
'M y  b y 'th e  British colonial -uthoriUes to m a e a .e  PP
'IKcan ^ «ld  rubber received Uttle pnbhcit, but

‘““ “ fn'- 1 „ ,h h er ew o rts  for the
The tab le  on page 306 shows natu ra l rubb

iw ts 1 9 4 2 -4 5 . , t h i t  n o  so u rce  o f
T lie  e x p e r ie n c e  o f  1 9 4 2 -4 5  „ f  „ e - 1941 e x p o rts

'" ''b er c a n  y i e l d  a p p r e c ia b le  q i ia n t i t R  S i i  t  ^ m c r ic . in  s y n th e t ic  
«  p r ic e s  ev ^ n  r e m o te ly  c o m p e l iu v e  e i th e r  w ith  A m



t h e  r u b b e r  i n d u s t r y  

T a b l e  I 

M aiural 'Rubber Exports, 1942-i 5 
(Tl^ousand tom)

■ ■ ■ ' : ‘ 0 .6  'ML iberia  , , ,  ”  8 "
Olhfr'Aftica, ' [g 18 *
Latm America and Oceania . 2 3  37

Total
41

I I

p r o d u c l i o ? i / 4 e  te rf tO T L 'o 'T -rf^ ^ T " ” ™bbcr
r e g u la t io n  s c h e m e , a n d  « t h  i t  th e  I R R c “ "  °< :cup a tio n , ,k , 
in  e x is t e n c e .  I n  IQ4 9  fh*. r  • r e m a in e d  farmalJv
n e a r l y ^ u l t im a t a ,  f r o m  r n d J a ^ n T c e v T o n T ' ' ' " ^  
t a k e  n e w  p la n t in g  A<? ih#. t ’  p e r m is s io n  to  under-
measures to arrange for f e w  f ‘•‘ ' ■eady take, 
m ittee was of form al in terest o n l ? '" ’! ’ by th^ Com-
was frustrated by the loss n f m the regulation scheme
•here was obv ioL ly a t  of“ e‘ f
p la n t in g  i n  th e  J a p a n e s e - o r r n ^  j  P r o h ib it io n  o f  new
g r a n t e d  to  I n d ia  a n d  C e v lo n  t e r r i t o r ie s .  T h e  perm ission
v o lv e d  l a n g u a g e ,  w a s  i n  f a c t  fo r  “ V.® “ u c h c d  in  s o m e w h a t  in­
to  s h o r t a g e  o f  m a t e r i a l  a n d  S b o  "  “ V  P '” * '" ® ' ° '™ *  ’ 
o n  a  r e l a t i v e ly  m o d e s t  s c a le  T h  p i a n t i i «  ™  '
m  L o n d o n , b u t  i t  is  u n d e r s to o d  a v a i l a b le :
a n d  C e y lo n  f i™  1 9 «  to  t  in  India :

. r :



■ J  p rim ate  o f the N .E .I. n a tiv e  a rea , w hich  was m ade 
authorities i a  1943. T he sirrvey of the n ativ e  

pblic by the Du‘  essed consid erab ly  before the outbreak
^ ^ T ”a n e f w a r  o f the d a ta  is sa id  to have
‘̂ '‘ ' K e  tiroe, w h ich  is the offic ial exp lan ation  of the d e la y  
^uiredsom said to be

M  "gainst the previous official f.gure o f 1,806,516 
" f '  i  L th e r  d a ta  h ave been p u b lish ed ; in  p a rtjcu lar . no 

‘ hfpti given of the age  com position o f this huge area
S  it w ill be n fted , is a lm ost eq u a l to the enUre p lan ted  a rea  
rfMakya, estates find  sm aUholdings together. O n this basis the 
« . l .  natives are eas ily  the la rges t s ing le c lass of p roducer ; ™ t to  
ik N E l their acreage represents over two-thirds of the p lan ted  

' Here indeed is the leg acy  o f the Stevenson scheme.
The revised figure has received  litd e  pub lic ity  in  this count^^ 

t e  sceptical about the feas ib ility  o f the control of n e w  p lan ting  
in the N.E.I. w ill no doubt ask how m uch  of the add itiona l acreage 
«s  planted after 1934 in  contraven tion  of tlie provisions o f the 
rtgolauon scheme, w hich  w ere rigorously e n f o r c e d  elsewhe e. 
Moreover, as the ad d itio n a l ac reage  m ust have come to bght gradu- 
dy since 1938, it  m ay  be asked w hy the N .E .I. n auve q™ ®  wa 
not increased, esp ec ia lly  as these producers were the only kno m 
t te  who did not fa ll beh ind  the perm issible e.Kportable amo

The revised figure is thus not w ithout aivkward im phca-

111

Under the provisions of the 1938 agreem ent, the I 
to make a  form al recom m endation to the ,-egulation

end of 1942 for the continuation  or the ,  ,o recom-
* r  1943. After considerab le d ^ u ss io n , it  was deu^^^^  ̂t - e c o ^ ^
"send an extension of regu lation  until eigh

of the Jap an ese  w ar. The s ” t^e bro” d ouflines
formal fram ework of the scheme untiJ
"f the post-war position could be „ .esuon, ru ling th.it

The British C olonial Office vetoed the ^^gg^^ ^
™bber regu la tion  m ust lapse. O n .

‘ The inadequacy of ihe N.E.I- I’laniiiig ng^is in j*
used for cLculating the d -t^bunoi, oi new V 

JB S aJa ily  .triking i,. .he lish l ‘b ' ,iel<i per .urlA,.' ulU.,., tte  ...t.ve
tha, or the « a c e .  (^ . J  >»»' , “f  '
was slightly iowrr than that ol Uif <=>•



com m unique vvas issued w hich stated  • T h „
D utiA and Ind ian  G overnm ents) h ave for some fi
constdermg the possib ility o f constituting  a  new an7 '
representative Com m ittee for consultation and 2  n"=
mformation. Such a Committee should in X i
powers of r e f la t io n  o f exports, production or Z , t i n r ’ “ I
fortunately, tn the tim e ava ilab le  it  has not h "8  • ■ . Uj.|
these.discussions to a  conclusion ,’and  the t h r e e ?
therefore decided, in  the hope t lia t it  I n L  be
proposed Com m ittee w ith  a  w ider m e m b e r s h ir  t
existm g agreem ent for a  short period o f four m
plantation rubber, w hich was f i ■ i  months.' i Thus

eventually French particiDari™  . / T ’ and
Dutch, Am erican and  F rin ch  cim i “ embers are British, j

French rubber m anufacturers, and  B a Z  D u tc ra n d '^ p '™ ?"   ̂
representatives. T he cfitHv I  D utch and French estate

t h e c o n v e ^ a t io n s r t  o t r e r o o n l e d  ttion only, and no issues o f L t T h  t°  ^ c h a n g e  ofinforraa.
-  far as po licy is t h e / '"  “y  concerned there seems to be a  clean slate.

T>». »  w. have '■■■"'o'-eci



PRESE.H T P O S I T I O N  A N D  P R O S P E C T S  O F
m  i m u s T R r

C H A P T E R  19

p r o s p e c t s  a n d  p o l i c i e s

elementary n e c e s s i t ie s  a r e  i n  p  a  y  ^  m o n e y  w a g e s
f ^ s u p p U e s  a r e  d o u b t f u l ;  f r .  r n e v r s y n X u / r u b f e r
a e  lu gh  a n d  u n s t a b l e .  ^  „ , „ p c t i t i v e  p o s it io n
in dm cryh as b e e n  c r e a t e d  m  t h e  U .S . .  • e x t e n t  a  m a t t e r  fo r
igainst th e  p l a n t a t i o n  i n d u s t r y  is  to  a  c  .  „  ■ j  p o l ic y  w i l l

n o r  i s  i t  k n o w n  a.s Y «  f  “ 'r . a in  f i c t o r ,
It on th e  f u t u r e  o f  t h i s  in d u s t i^  . ^ e  p ro sp e c ts
>mid th e  g e n e r a l  u n c e r t a i n t y  w h ic h  j i  i  > p n .p o s a ls .  I t
and p o s s ib i l i t ie s ,  a n d  e v e n  s o m e  t c iU a t i  p  a r e u m i- n t  o f
should b e  r e m e m b e r e d ,  h o w e v e r ,  t h a t  m u  f „ „ „ d a t io i i s

c h a p te r ,  a s  w e l l  a s  o f  C h a p t e r  2 0 ,  r e s ts  o n  le s s  s c c u r e  
than d o e s  t h e  a n a l y s i s  o f  t h e  r e s t  o f  t h e  do

E st im a te s  o f  t h e  t r e n d  o f  t o t a l  r u b b e r  in c r e a s e  is
lla z a rd o u s . I f  a  c o n t in u a t io n  o l th e  p r e -  o f  th e
iBumed a n d  v a r io u s  c u r v e s  are f i t t e  a n  e s t im a t e d
1920's a n d  1 9 3 0 ’ s , t h e  e x t r a p o l a t e d  H g i T h is
ab so rp tio n  o f  b e t w e e n  I J  a n d  I f  m i o n  ^  „ .a ,-  w h o se
is a  r e s u l t  o f  U m ite d  v a lu e  ; j ^ r e d  s u c h  e s t im a te s  e v e n
adven t a n d  p r o lo n g e d  d u r a t io n  h a  d iv e r g e d  w id e ly
more p r e c a r io u s ,  t h e  a c t u a l  f ig u r e s  m  g  r e a s o n s . L o n g - p e n o d  

from  t h e  p r o j e c t e d  t r e n d ,  a n d  th i s  a lm o s t  c c r t a in
c h an ges  in  t h e  d e m a n d  fo r  m o to r  i  , ; o „  o f  r u b b e r  w U
to r e m a in  a  p r e d o m in a n t  f a c to r  m  c o n d it io n s  m  th e
d e p e n d  o n  many a n d  v a r i e d  fa c to rb . in f lu e n ce . I n  th e
U .S .A . a r e  a ls o  l i k e l y  to  ■ “  ^ 7 „ , a s  r u n n in g  a t  a n  a m iu a l
t a r ly  p a r t  o f  1 9 3 8  American a b s o r p t io n



ra le  of Just over 300,000 tons. In  1941 „  , ,
and w ithom  some compulso^- reduction a f e r  W  ^
approached one m illion tom . A lthough fluctuatb n  r T ' ‘'* ‘‘“ t 
tude a lter the entire p icture over a  few v ea r , ' j  
they would g reatly  affect the long-period trends 
c h a n p ,  a lre ad y  m uch canvassed though not v e f  t ”1 i 
pract.ce, a re  likely to dintinish the r e p S m e n  de r ' " " *  '“ o 
car tyres. One specific instance is the r X l e r  f  ™“' " ' ' 
tyre vvith Buna S tread  (and possib ly B una S sid u°f “ “ “ POMt I 
n .b ber carcass, which nught'^mueh enhance the Hfe ^  
ty re  castngs. since the better resistance r a g e  a^d  b '
would not be offset by in ternal h ea t wWch f e v e ' 

Though for a  considerable nennr? m rhe carcass.'
hkely to represent the bulk o f the absorotion T  
of very substantial increases in  certafn oth r  ’ 
cannot be ru led out ResDondhl/. fc absorption
O^mpany stated in  p r i v a f e T e u i ™ f “ : ; ^
of n atura l rubber rem ain reasonab ly hi P"“  '

ib . (7A ), they e x p e c te T a T ,. '2  U.S. cent, !
and  of latex in  ro a T  eom trurri ®'" “ f  '
potentialities o fsp o n g e  rubber unh""?^ '
appreciated before the w ar sizealil ^egmning to be 1
sumed, and  there was everv’reason
various improved rubbers rie T  ! ?  “ P " '*  increases." Th:
the in c re a in g  use r f h q “ d t n ^ ° ' ’ >9"'
P o j ib iU t y o f ? x t e n d in g T e ^  o f ^ r ‘ ” “
wider hon*)ns w ould be onenerf t  '*"'cctions. Even

rubber with m aterials other th r u *  =“ cces.sfui combination 
been dem anded solely for the I  H itherto rubber
?e d  rubber com po^nd^ ' i t  o f the v.lcaa-
for Its chem ical ra ther than possibly be useti
pm nded y . i th  substances other t h f  ^  P * " '  P ^ P 'r t ie s . and , om-
w  m aterial for products au ite  , r u  u“ ''’ “  •“  ' ' ' '
* e  present d ay , m uch ^  T f , * '  ™ bber comp-junds of



p s o s p e o t s  a n d  p o l . o if - s

ftbsorotion of rubber for m ilita ry  
A s»tsta»tial ^ ^ b e r  has proved its w orth
„ir«nents m odern  w arfare . A  steady though

th T ateo rp tio n  o f „ b b e r  in  c iv il av .at.on , 
"  e » e c . W  on  farm  veh ic les), an d  in  footwear, .s a  bo  

^ a g r ic u l t u r e  esp J  I94O an d  1941 was H  and 1̂ 2
r^ ec tiv eT y , so th a t  the g c re r a l ly  suggested figure of 

^lion absorption over the next few years allow
' ̂ 1 :  Z ^ f o - x p a n s i L .  T h e  d a ta  ava ilab le  a t the t.m e

i« r id .,g  ( J a j M y  W 7 )  of'The po ten tia l capac ity

ii it present around 1-2 1 3 Union, say a total
150,000^200,000 tons .n  Europe and  1̂“  “ov
rfto -ee .t 1-3 and 1-5 m .lto n  tons. T he p h ^ e a  P
to en . rubber p lan tarions has ^  scheme The
ably below the basic quotas u iid e r the r e g ^
«allholdi.tgs have suffered ^ comparatively
of the mature estate acreage w.ll be . pp established
. t a  period of cleaning up ; ytg per cent, of
Aal the areas destroyed since 1941 do ■ £ i. These
4e estate area in M alaya and 10 per ' “ , V  ^.ipacity of
tonsiderations suggest that the phys , P ,^ ^ 5

plantadon and synthetic rubber is aroun
“ "““'ly-  ̂ ___ while the restocking

For another ye a r  or pe ihaps v.'-o . , are coming
demand is considerab le and  the F ar Easter P ^  read ily
back into production g rad u a lly , cvcrv ton however,
marketable, and  indeed  b ad ly  neec e ,  ̂ t h a n  at any
exces capacit>- is like ly  to em erge on a  U .S.A . were
time before the w ar. I f  the sy-nthetic p • in  the more
operated a t  cap ac ity , and  the ped a t d r.ite a t which
W ily accessible areas in  the East ivc rubber supphes
tttrk consum ption about equals e^rim.ites of prospecli'e
would be fur in  excess of a ll reasonable 
»b*wption.

L- u m  ̂ i>? idoptcd to ''ifh  
Before reviewing the jbc'u-^ the probalile cynpen-

'J ia s tu a t io n . i i  seem i  ̂ j-al rubber, and to
.ive positict o f synthetic -n. . .gh
most probable outcome -r-



it is both usual and useful to d istinguish between t

purpose synthetic rubbers (b road ly speak ing bTtweJ «
Buna N and Butyl on the one hand and  B una S on?h  
d .st.ncton  .s often draw n too shatp ly . 1,  ,s cert 
under f e e  competition the special purpose syn th e tt 
more like ly  to hold their own aga in st the L  f  fc
would B una S  ; it  is also true th a t the field in  which 
w ith natu ra l rubber is q u an tita tiv e ly  m uch i «  imn 
that of the n v a lry  between B una S and  n a tu ra l 
economic princip les underly ing  the choice h f  ®"‘ •'*
synthetic rubber are  tlie  same I h e th e .  Z e r a i  or ?  
synthetic is to be used, and  most o f t l f Z h s h  T , T  
paragraphs, though p rim arily  concerned w  tl ,
synthetic rubber (which accounts for o v T L X h f Z  .
capac ity ), appUes also to the other America.

is not the olly'fec^OT * t e m i S ' ‘ * ' ? r '  *° "lanufacturer
thetic and  n a U H u b t r  K r ^
synthetic rubber differ, th at of tlie la tte r  “
so that a  tyre of a  g iven voI„ m„ • somewhat higher,
than  of natu ra l rubber Prn ® g reate r  weight of Buna S
account. I„  the m anufeefu™  ->»
« n t .  h igher for synthetic than f  f '  P"
impoitant are the qualitative diffi ™"
synthetic rubbers, which can be ^ " f  natural and
expectation o f  the m a n i.f t «  '^'Pressed in  terms of the life

s h o u ld b e r e m e m b L d " f 2  “
the cost (and . / X  “" ‘V P - '» f  ^
Accordingly the use o f a mor^'^
found profitable i f  the service 1] ^ !^ ? ”.*.'™ >>'
is prolonged. The sp L i'a rn u m '^ ' p M « a
show this best. The life o f certain*^ O'l-resisting synthetic rubbers
factor IS the life o f the rubber u ‘ J
the use of Buna N c,r Neoprene ™ ' “ Sthcned by i
an y  likely additional cost of these ™IA '
But while tliese rubbers present n a tu ra l product.
Pnnc,p|c is a t work in  the r a n S  same
rubber. The following e q u S  ™  S and natural
bons affecting the compe^,“t“ e "  o “ '>*Mera-
rubber m tyre m anufacture. ^  ° f  synthetic and  natural



PK05PF.CTS AKD PO LICIES
Cost

' j f  Tyrt cosine bastd m  “

.  T  c 0» „ c ’r ^ : p e l p e . -  -

£  O th er ingred ients ■ ■ ■ ^ ,
[i»iir ■ • ■ ■ . ^  labour . • • ‘ 7"

expenses - • O tiie r e?q>enscB • • • ^

Total cost = (C'c + ( ' oence

, ,  U. Z ' -  a ll funcdons of 
,,„theuc rubber used. ™ P " ‘“  n ib b e r results from

s ;  r r  , „ o . ...........................* •

faan ce  as q synthetic-rubber casings, the g 
a.d if»-iithetic  rubber is to be as va luab le  a> natura
Mlowing relationship m ust hold, ,

G + « r + ^ + L + ^ = ,(C V  +  ( l - i ) / i '> - t « > - - ^  

ftom which by transform ation

}r

As the life expectation  of the tyre  vanes m t li tlu^P^ f„„c,|on of 
Buna S in  the ru bber com pound, the value j  ^
ilat proportion, conceivab ly exceeding P ,̂1- natura l
>l lower values of i ,  and  fa lling  to a single rubber
nibber a t very U gh  values of 1  1 P^„„iacture of tyres under
compounds only are  bem g used lor , , . , j  rubbers arc mwed
.he U .S. program m e, and  synthetrc Should .t
in different ratios for iig lit , medmn ‘ compounds for tiead
prove economic even tua lly  to use scp^ q u ality  of the tyre as to
«Bd carcass ( if  this should so im prove the q

■ A ™ ll„  «!«<».. 1..J* up“"

'•*



'THE R U B B E R  I N D U S T R Y  

offset Uie Jiigher cost), i h e a  a n y  friven i  wn„lH 
and alm ost ccrta i.i]y  h ig l.er, values for p  t h a n T  
were used. ^  “  one mix o^’

The equ ilib rium  price , or ra th er price ratin  
and natu ra l rubber, varies in  d ifferent products T ” " 
and hght tyres being d ifferent products for this 
p ven  state o f technique it should, howe e , b 
the values of /, as a  function of k for the moVt T  *“ 
products, a t  least for the U S A  and bv n ™ P‘>rtant rubber
the equ ilibrium  ratio  between dre p r i c e r o f s v n ^ r ^  

secondly, b e c a u se ih e  g iu  ™l o u X e ^ '^ r

position o f the special prospective corapetitivt
held that much r f  the ““ d ■' M
capacity m ight be ab le  to ' *' o f the small Buna X
T heir e L e l l™  r e s t in c e  “  ™  governm ent assistance,
tliem  a  m arket T he Am  * ’ ^  chem icals may assure
these special purpose f u b S r ? ' -  1̂ '““ “ “™ »'
year. Even if  the '^eT drrcanacitv  ^^,000-100.000  tons ,
It does not follow that a n  L  ‘=°“ tm ue in  production,
would be displaced, since » 2 “ ‘oT r ‘
statutes for other m aterials * *
displace an  absorption of natura'l^ '^ 'h if’ fttbbers arc  likely lo
^bout 50,000 tons annu a lly  ^ .S .A . ofpcri.aps
« r t a in ,  p a rtly  because m o s L f ^ l t
m ilitai-y uses. O w inc to I'tc • output has been for specialised 
of production, Butyl has . and  expected low cost
o f natu ra l rubber in  the m anufii 7 ®** r'* “ poten tia l compctitur
suggested below that the o la n f  ̂  ■=‘> however,
substantially lower than the m P™“
and Its large-scale use in  tubes is
co m M itiv e  conditions. R ubber' ?'“ “ '* '" g ly  im probab le under 
chief outlet for B u ty l; before '^l^ely to be llie
absorption (6,000-8,000 tons) w T ” ? "  * 1^" “ " t -o f  American 

M uch  the most in teresting a m i
® “ d ttnportant issue is that of the



ilion of B una S  aga in st n a tu ra l rubber. W hile 
y  i t  sta ted  in  1944 by one m anufacturer 

. fu s e  to tyre  m an ufacture  th e  v a lu e  of Buna S was stil 
th a t of n a tu ra l rubber, and  that if  * e  eos of 

m anufacturer w as around 15 cents per lb. th a t o 
h a d  to be a t  le a s t 18 cents to ju stify  the use of sub- 

ifltural rubber h 1945-46 the lead ing  A m encan
i t l a k s i u  frank ly adm itted  th a t in  large-scale use (especially 

^ n u fac tu re ) B una S  w as still in ferior to n a tu ra l rubber, an 
" ‘̂  whTch seems to be shared  by both British and  A m encan 

. .  - » » ■  
lu f a a u r e  of t^res, an d  I do not believe th a t “ Y f  
.ould OTlUngly use syn thetic  rubber if  natu ra l rubbe 
.ble.’ It thus appears th a t so far the superior
i« i age of Buna S has been insuHicient to o be j j  . more-
idhesiveiiess and  tensile strength ul B una c o m ^  hiolier than 

the proeesshig costs of syn i.ie tic  J V -  
lliosc of natu ra l n ib b e r tyres. Buna b li.*  ̂ variab ility
»  be more v a r iab le  th an  the p lan tation  product, .vho.se

Im frequently been  critic ised  I’Y ," “ '“ ‘ '“■.‘“ ''"^.owcver, in m any 
The com pounding of synthetic  ^  improvements

wa>-s still on an  cxperim en ia l basis and s „ iT ,,tition  rubber
J c e r t a in .  It w ill be argued  below
industr)'is still in  its in fancy qu ite as m u d  . j  to tlie coni-
ifitot more so ; bu t this s im ilar ity  [^°“ , ' ’ ° n „ b b c r  chemists and 
pounding of n a tu ra l and  synthetic rubber.^. piaiitation
.Philologists possess forty years of ‘„ ,„ber. U is
product, aga inst less than  five yea is  with . „  ,5
«metimes im p lied  by protagonists ol m • There
«ccssarily superior to the synthetic (, a r 1 ;,rdeiit
» no ground for such a  presumption, assuming
believer in  a  benevolent Providence must
'kat nature has so contrived the i.-.opie p , ;j .j.^ „ its  ol tiie
tree / / «„  as to suit , ,„^ber is niore
American motorist. The very ve. sau  1 , ..pecalisa-
liW y to be a  liab ility  than .in a s se t.. .  „ f p ro d u c .g ,
tion. W ith m u d . lin thc- p.-og.ess .n  die 4



compounding and processing the synthetic material a , k , 
of specific rubber compounds could be develonpd ’ T 'f Jn  
general 6eld of Buna S. each of which might be suDer? “

■ rubber m some particular use. This, however is nr,,
At prraent natural rubber still has a  comfortable lead 
pnce basts, and if  Buna S and the plantadon product are 
at approximately ti.e same price, the latter wUl raoidlv 
the bulk of the market for tyre and general purposes Th T
range of prices o f the two products under c S m p e t it il 7 ' ! ! ^  
must now be considered. petitnc condiln,

There are a  number of forecasts of prospective costs nf
puiyose American synthetic rubber, ranging KneraUv u  "" 
to 20 cents per lb. ; more recenti; the r̂e i S  been a "  
reduce the estimates, and figures of 13-15 cent. h T  «

reduced by mid-’l944 C o W l n“ ’
between ]4  and * • i D ewey p redicted po.?t-war costs ai
efficient plants w o r W  IT  r  ■•'Ko''-'"* f«
Spicial Retorl ,l,Tn« }  . capacity. ̂  The authors of Iht
suggested after a  c a v i u l  " C h i  IW)
costs that a f f p r  rk eview  of ih e  m am  factors likely to aff^
could te  e™ecteS , „ T  of petroleum based B„„a S
leading r X e r  1  f '  cents per lb. c.i.f. Akron (tl«
mates ®w™re L ^ H  “ ‘“ "® U S-A-) I their iiu-
asumptioiis. Though somewhat optimWc,
estimates are ru T ,  ̂ »  '" “''gin of error, th«
had been gained of Suffi. ient experienct
to suggest reasonable
PccUve costs of production °  "f P™’
based operatiom  where  ̂ p a rticu lar ly  lo petrolfuB

were w orking at, or near, rated

■ Estimato ôf thc“!t^ “°o 13«.
„„„ , „v=. lilt Ml 
l i c l c  Ijy Mverai»  

■lu, diaiinian of C/Oodĵ ' 
Dinsm.irc, vi«-presidwt



• since the costs o f these processes arc much less influenced 
^^ariations in raw  m ate r ia l priccs than those of the alcohol

*“*A**'orto^o>''charges are  hazardous to estimate, as the economic 
«.:™ K tation  o f the p lan ts is difficult to foretell. A piece of 

I equipm ent should be w ritten  off by the time the market 
t  he product d isappears, or the total cost of production from

■ eauipmejit is le.5s th an  the prim e cost of output from the 
I t in e  asset. A m ortisation  costs as high as 6 cents per lb. have 
hail sueecsted for synthetic rubber, on the basis of an mvestmcnt 
S o u t  600 doUars' per ton of annual capacity and of a five-year 
amortisation. T h is figu re  appears excessive, as the hfe-expectat.on 
Vthe whole investm ent (in d ud jn g  roads, public utilities, etc.) is 
srtain to be m ore th an  five years. Moreover, under normal 
S t i o n s  the cost of construction is certain to be le,ss, while improved 
design would len gth en  the hfe of the plants. Amortisation costs 
ire nevertheless un like ly  to be below 1 i  cents per lb. on any r e ^ n -  
ible assumption, w h ile  another half-cent is a  conservauve Btim ate 
fcKUing charges, m anagem en t fees and royalties, so that for t e e  
ilcms at least 2 cents must be added to the estimates of cash costs
given in  the p reced ing paragrap lis .' r  lo ict rente

It would thus ap p ear that estim ated all-m  costs of -  _ 
pel Ib. m d .~ n d . )  o f Buna S arc the lowest which can be ™ •
^ ec ted  in  the L x t  few years ; such k.w-cost Buna S is m we 

to be based on petroleum  than on agrii-u ura 
.dm ate allows for an  appreciab le further
present levels as a  result of technical j * ' ^ ^ X  ound
roponsihle estim ates in  the U .S .A . visualise A
13-16 cents (H d .-9 \ d .)  per lb ., excludm g a retn™ °  P 
Hbcral allow ance for Uie effects distant future,
Jiistificd in  such a very young > " ^ t iy  ■ revolutionary changes
further reductions m ight be possible, ai

hK*r nlanls is t’ftcn unncces-
‘ Discussion o flh e  anu>rtisatio» c h a t« «  of ̂ -n ^  Government will

“rily confuscd by iprruiiviioii about the pm thcsf, it will not aRccf
weniuflJly dispoKC of the plants. haievfr p ]oj,g.p<.riod svipply p n "  synthcuc 
"iepteciation and aniorlisaticn cosis as operator will wtimatc pnapecdve
fubUr. iincc when a plant comes w  ^  or not to continue production.
m u  and capital chargr. ..t that t.mr ni d e c ^  however, affect costs a^d the

n*pply price during the penod between exaggerated, w  the d ^ e ^ e
■placement. The iniportnnce of th.5 maue ^^,50„able price is ualikeJy to

.ho 1  T u p u ,  . i  be .xp c c .cd  o v „  . h .  « o „ » u c
'®pr«ent more than 2J ccius 

of the planlj.



t h f .  , N D „ s t „ v

in  teclim quc m ay  have lo  be i
cannot be expressed q u an tita tiv e ly . ’

II I

. , ™ L : r , r s r
e lic it sufficient n a tu ra l rubber to satisfy world “ "dilioo,
words to estim ate the supp ly  p r i e ?  „ r  I   ̂ "fc
na tu ra l rubber. Even a llo w L g  f S  u n r T " " *  ' ‘“ " '“y "f 
the F ar Eastern territo ries, it  appears possible ?  ?“  »
which would suffice to in d ica te  t L  r L  ■
n jb b er aga in st B una S. T h t o p t b T L  ™ “f "atur.1
adeq uate  weight is g iven  to two obvTm, j ' '* ' ' ' ' ' ' !  “t a
sm allhold ings account for over o n c -h ilf  o f 
thus w ell over one-ha lf o f  the can an 'tv  ^  ?  planted area, and
yields on sm allhold ings exceed fhos **= unrestricttd ;
4 a t  the p lan tation  ifd m tX  l  t l  , ™  ^

W hen the im portance of the smaUh 
Iw apprec iated  that the cost, nf is recognised it .rill
productive cap ac ity  of n a tu ra l °"c-half of tht
or almo.,t nil.*^ A T arge p t ' f  T u  '»”■
the N .E .I., can  be acreage, even in
The m ajo rity  o f the fa/ W  " I '.  recourse to outside labonr. 
fn d  Borneo in  the m id l 3 .  Z '" ' ’’  ” “ ™ ty  in Sumatra
by the owner a n d ^  ' T h
that the dependence o f t J  f  g ra d u a lly  being realised
been g rea tly  over-estimn7 r̂f ■“hear lud
an  official M £./. V'aftW f f  1 “ p lic id y  stated in 1934 in
300,000 tons ij j  the jnrino- T  exports a t  an annual rate of 
by 6 m ilv  labour The s "h P™duccd .dmoat whoilv
when the pena l special e ,  '-'I'

fom eo  i„ t t . ,  ^um arn and

labour ,t  wai- « fn era ilv  .n  ‘ "'‘ PP-®
and  -i, ' (w w . • '-•fcw

and V ,,^  ... -  1'
c « o ,  but ■aarket, .^ a i
Th'as, aamv be Zarrclv ■iiap«D5«i

'■■■ 16 r-i_-r,|er |



«  or m edium  ho ld ings ve ry  frequently re ly  on outside 
^ " “"‘" '^ th e y  genera lly  req u ire  lab o ur for tapp.ng only (often 

“ hare b ^ is )  an d  th e ir cu ltivation  costs and overhead 
paid 0^ ^ n

T  T th e T m a llh o ld e r  in curs few or no cash costs the supply 
T  l holders’ ru bber is positive, since a t very low prices 

pee of stn. i^ fgrio r a re  not w orth  tapping, or the cultivation
roDS becomes m ore profitab le to the owner or to the 

r  xam taa tio n  of p L  perform ance .- il l help to form
O h r s u p p ly  p rice . For this purpose It IS necessary to

r  k to i ie T e r io d  im m ed ia te ly  preceding the introduction 
iMk back to ™  P ,  jj j recalled that in the spnng of

"^ "'T eT  ia it; exp o rt w ere a t an  annua l rate of 300,0004at year N .E .l. native exp product of
,0Ds and were rising '■“P 'd  V > ' ^  around
bniily tappmg on ly. A t h a t J favourable
i l -S id . per lb . w ith a  f  60). The M alayan
to s te r lin g  t h a n  the present ra te  J .  - g  300,000 tons at
nnallholders also p roduced  a t an  g  (almost
d i «  prices. T he com bined exports of S - ™ ; "  ‘ 30,000
eniirely smallholders’ rubber) a t  the ^  ^ production

a year and  w ere also n s .ng  v e ^  t r t l T ^ r n e o  Suring the 
of smallholders m C eylon and  Briti..h . .• at ;in annual
« r ly  months of 1934 can  be conservatively estimated

rate of 35,000 tons. , ^ ,11hnlders’ outp>it at very
The early  p art of 193+ thus saw and

warly 700,000 tons w ith  a  h u g e  areas of N .E .l.
production was still r is ing  rap id ly . - ,  .A j-t, again largely m
iiadvc rubber reached  m atu rity  on y „ ;,trm ents, had next
iioWinga whose owners,
'.0 flo coats, or no coaw 
rubber was still im m atu re  «w - - - •
01' smaHiioldcrT' rubber expand<^d .iib«5tann-^ ^
5upplv price d ec iin cd —in the. instanri“ , 
p e it iy  as alm ost r-, destroy ^
car. b e  v e rv  c o n i w r v a r h " * ! ' ' .

Lnndon prii'.e of h i
H.v nssulttd in  • ! '

, t , a t . i l l .  I n S i a m a n d ^ . M ^ ^ .
i t u r e  in the e a r l y  p i i f t  f* . ^  r-

1 . _I __'intl'lli ■' '■

;5r„i4'i'_;ij;.o,0('.0 -. ,v 
T kx: m p p i"  '-v.> •

Cl^‘.' &>;jjie37 "j'n* '
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ako  produce the ir own food requirem ents •
.ndependcnt o f tiic p rice  of r ice  T h T j l  is lar. ,
most smaJIlioJders in  M a ia y a , Borneo and i  
need to buy rice, rubber eu lti -ation i L  L ,  ™’ °f h ! '
producers that they can be expected to re  un,“ ,  >“
com m od.ty ,S m arketab le  aga^ i. t i T , h ‘  "  “  « t t

1946 M a layan  smaUholders’ production w  ™""»cr of
o f about 310,000-320,000 ton? in  spite o"";’  h “
an  acute shortage o f coagu la ting  acid verv  h,
m ent and  o f consum er goods an d  o f «  *“ Sh prices of equi.
cu ltivate foodstuHs. N .E .I. ^ t i v e  cxdoh"® '•
a t  a  ra te  o f 300,000 tons an n u a llv  ■ *'>' ‘k™ also
transport throughout S u m atra  and  Borneo'’ - '"  of
of these exports h ad  to run  a  D utch n a v^ l ’h r T T ' ’ “
t i e  price o f rubber was m uch h t h ^  ,  V  ^d^ lted l,,
ports o f shipm ent) than the l e S l s ^ f "  ; P“  'b. f.c.b!
the price o f rice was about fifteen ?  u “*” ■ ‘•'^cussion. But
short-period scarcity w luch should O'ving to a
M oreover, m an y  N .E .I. p roducer, 1948-49.

Sm gapore price as the sh ip p „ s  had  t f ' '
V^r^' U g r t i  “ " P ^ -sa ted  for the

s p e c ia l ly  o f vegetabIe°^o"ls"mav Products,
l t n n \  '■™m rubber to ' “ ourccs .,f both
unhkely to be o f qu an tita tive  im  cu ltivation , but this is
ren iain  a  crop id e a lly  suited R u bber is certain to

brfore, it  w i l lb e  la rK c ir^ n  “ ' “ ' ' “ o" by smallholders;
-^> ly m arketable, and® req ™ " ;7 "“ “ '> from weather risks,
alternative crops. W ith p r ic «  „ r  "“*‘ ‘' '” 'cd  work than most
counfries (including freight " t P "  c.i.f. consuming
W o re  the w ar), r u b b ^ h „ l  agai„.s, about

“ " “‘ “ ra lly  assumed that the f  attrac tive  to smallholders. 
Stnal holder usua lly  spends u !  “ " ’P “ '"m oditics on wliich the

sm hh u  P^obab e witWn ’" T ” '
•'“ -■'holders m ay be t e ^ p : ^ y  h

' hand icapped  if  the authoriries

» » a .  ‘" b h Z  « "  “
i*” '  t t  t m iU  s r a l l y  a j „ ,  ^  m/if/j ™‘  ”

J



tntial treatm ent to estate labo ur in  the distribution of 
d uf consum er goods. T h is is the policy pursued in  

at present (ea r ly  194-7) bu t it  is not Ukely to be a  factor of 
''fU riod  quan titative sign ificance.

rtlv on a  longer v iew , a  further factor of g reat potential 
S i c e  needs to be rem em bered . The supply prices so far 

T  refer to the unaided  efforts of the sm allholders ; m deed, these 
S ic e r s  have been hand icap ped  b y  an unsym patheuc official 
i e  of which m an y exam p les have been given throughout 

study.* Should h igh -y ie ld in g  p lan ting  m aterial, especially 
L a i  « d ,  be m ade a v a ilab le  to them , the supply pnce ot their 
rabber would be su b stan tia lly  reduccd . O utput per tapper and 
„racre would be doubled  or treb led , and every tim e a new rice 
L ring  was opened in  the N .E .I. a  h igh -yie ld ing  sm all rubber 
plantation would be estab lished  a t  no in d m d u a l or social cost, in  
.Maya too (th ree-quarters of which is still under ju n g le ), ample 
imd is still av a ilab le  for the extension of the planted area. W ith 
liigh-yielding m ater ia l the sm allholders would find it worthwhile 
10 produce very la rge  qu an tities  of rubber (possibly several un re 
ilmisand tons) a t, sa y , per lb ., delivered Singapore ; the in­
credulous are referred to the  unsuccessftd attempts to contro i . . .  
native exports du rin g  193 !^36 , b y  tax ing aw ay almost the whole 
Dftlic price.* I t  was suggested to the xvriter while m 
ike government should fell and  clear large areas, pre e ia  y y 
mechanical m caiis, estab lish  sm all, h igh-yield ing 
tH, lease or g ive these to sm allholders as part of a  po icy o -
the efficiency o f the M a la y a n  rubber industry, a . well »«provm g 
the standard o f liv in g  o f the lo cal population. u c i  ^ .t 
would greatly strengthen tlie  com petitive position o e 
Jiolders, and also th a t of the whole plantation

Estimates of the prospective supply price of estate r

'  At the lime of writing (January  1947) (Uc provfeions
to Uic. imallholdcrs ihau ever before, w iiii the mai.icen<*nce ot the ^

frubber restriction and the prefcrcnlial ireatmrnt .i , policies arc
“aiwrs are discusscd in the conduding ch.ipu-r of this > u< >- niodification,

to prevail m ud i longer, the argument^ of thr srnallholdii^ wde
'] a sufRcienlly unfavourable ofRtial policy ruight even \{abva and in

industry, after first impairing loinpctil.vc ..f smallholders’
* '  N.E.I. offidal policy vviU ^  a crudal inBucnce on the suppls pnu^

and ou the prospccts of the sinallhc-lders. important lactor,
Ai w ell low prices the frciglu to consuniiiig prit-r At h igh^

^  i* safer to c tim ate  U.c supply price in terms .<^rted by
a y  above 4d.-5<i. per lb,, tl»e «m n ate  is n«'t likel> i exorbitant lo-els

in frdghta wluch do not p re« very heavily ou rubber tm k .
'«^»»chcd.



t h e  r u b b e r  i n d u s t r y  

much more hazardous, p a r t icu la r ly  because n r ft. 
conditions in the East. Y et i t  seems possible to 
K tm iates, even though they a re  sub ject to a  w ide 
The areas destroyed or ru ined  as a  resu lt o f the ^ 3 ' ' ® " ’ 
are now known to be sm all. T he cost o f j i  u , "“ "patioii 
areas m ay  prove heavj-, though it  is not lik e ly  to b f c  1™ !"" 
fand of com pensation is lik e ly  to be f o r th c L in „  ? 
nient, w hile  m an y  sterling  com}lanies have su b s tan tlT c , ? '
W hile rehab ihtation  costs v a ry  v e ry  s re a t lv  j
and properties, they a re  u n like ly  subTtantially to affemh^J 'T  
of l a r p  quan tities o f estate rubber, and  they need

le v e ls ^ l^ ta 'u l™

parts o f t h e C n t r y  w i ^ v r r L ? "  b «w ee„  differe..
level. In the open m arket f h l  P T  f -
outside the ration  was about ten bought by Indian worken
These high p r ic «  r e lr te H  h V  '"'I-
charged on * r b L t  o f I v W  f  =* " « e s s i t y  ; they were
unrelated to the cost o f production " t [  * ™  1"“'
of labour from In d ia  Tnd th ^ I^ H  r
insist on various Governm ent is likely to
as a  prerequisite of^h **’ '  conditions of Indian labour
Indian G o T e ^ L t  But unless .he
Ind ian  labour should tec.™ *”  '°| em igration  altogether,
as it  is difficult to visualise so T e a t  an“ ‘
and social conditions in rura l M  H ■'"P™''Omcnt n, oconomrc 
Unattractive. T he K f'l M ad ras as to render emigration
to supplem ent the labn?,^*" authorities m ay  also be in a position 
from South C hina and frorJT’h
selves seem also less re lu c t™  ,  M alays them-
* e y  have been in  the nasr' r employment lhan
China, estate operations h'= N-E.I. and  in Frcm li Indo-
scale. and  there is a t nr 'iubslantial
or from Annam  and TnnwT" ■ " ’^ ''a t io n  from J a v a  to Sumatra, 
grow ing districts of C orh ' ".'’ '■‘ *''>'n In d .i-C h i.ia  lo the rubber- 
The resumption of in t e m i l ' ' . “ ’ “ . a i d  C an ibod ja  in llie south, 
wages, in  these territories is and  therefore the level of
settlements still to be reached ■ ‘ " ' ’ ucnced by the political
rubber are  also likely to be fact ’ P” ”
ence, and from the lim ited alt^'^*' ^o™ M alayan  expcri-

ernative_ occupations in  the densely

• 0{
eri- \i
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,  of Ja v a  an d  northern Indo-C hina, it  m ay  be 
,1 money wages in  these te rr ito r ie s 'm ay  settle down 

- ^ ^ ' r w ye lrs  a t  abou t double or treb le  the 19M or 1941 rates 
‘‘i i n  Straits cents or in  pence, though in  view  of the political 

“S S f e  throughout these territo ries' this estim ate m ay be

" V l ^ t r b e ' e x p e c t e d  on gen era l grounds, the increase in  
,,^es has been m uch less. T he genera l presumption was 

tTrthencci in  the ru bber in dustry , as a  num ber of former 
1 were likelv to be a ttrac ted  by the prospect of p lay ing  

foart in the reconstruction  o f the industry. M oreover, the 
Lrait for a  p lan ting  b ille t is u su a lly  of speciahsed qualifications 
and inclinations, who, if  the in dustry  is not prosperous «
“  and may have to, accep t a  salar,^ which does not reHeet full) 

general rise in  wages and  sa laries . It is thus not 
inthe autumn of 1946 p lan ters ’ ”  Furthe^
were only some 10-25 per cent, above the 1940-4 F " * "
increases can be expected , but these are  certain to ag

‘” l . T i : o w 3 . a r y  to re tu rn  aga in  to 1933-34, since costs under
rotricdon are of litt le  v a lu e  for a  discussion of costs “ " P
live conditions. A t th at tim e m an y  com pany clia iim en  s
.ilh  a London price of 3 d . -3 id .  their companies could n.,,ke a ia ii
profit; in  1932 severa l stated  that they could do so a
average cost of production o f the sterUng , t.  q  \
rnn rm  to tlie C m im erc ia l R esearch  D cpartm cn o * e
wa, below 3d. p er lb . in  1933 -  this J  the
small allowance for depreciation ) w.as an ovei-a ^
costs of several hundred com panies w ith a  tntal "u  P „ , , „
100,000 tons. A price o f 3 i J .  ac tu a lly  released a  Stnek Exdi.. 
boom even before restriction nrgotiatm ns had s ar ’ j
0fl932-33 w ere based on very low salaries and -  " 
wages. On the other h and , the entire "“ 'P " ' "  , , , „ent  of 
unselected seedhng trees and  harvested before le n i3i r , .  It
more economic tap p in g  systems 'i ;,.,,' „ „ h „ , i l ie s »  th:.'vvas repeatedly Stated at the timr by ttir iiign  ̂ ^
the in troduction o f h igh-ytH ding ‘ rxnd
confidently expected to absorb the iiK-vitahU i - ^

and  t h S  in  the long n .n  e s t .tr  m .t . need n->t ■ - 
1933 icveb . A rise in  w ages such as ha=; ncn irr fnrtlier
clearly not contem plated in 1933, nor. f.owrvpr.

C i.  A pp en d ix  ...



Estate wages and  sa la ry  rates m av  hn ’
to setUe a t  about 3 i - 4  tim es the 1933 levels Z a r ® “ l', “ '‘“ "•"i 

, have nsen by a  som ewhat h igh er p rop ortbn ’ v l P ™ > > * l r  
salaries w ill p rob ab ly  be su b stan tia lly  less T li i, d '  '»
im p ly that w age and s a la iy  costs p e r lb  w ill h a t
hke the sam e proportion. Q uite a p a r t  from th ^ '1 ! ™ “ ” >'“ ""8 
ments reviewed in  C hap ter 16. th ^  in e rcT e  n ‘“’P™"-
hasin itse lfa lre ad v Icd to im n n rM r.^  'vages and salaries
ncl in  M a laya . T he fu ll sp iral fourth d anrtrpD *

r .“ : r ;  l i r L i r  ' I t
is lik e ly  to lead  to w ider em 1*’^ *  increase in salaries
positions ; there is scope here f c T n ” *

These considerations suggest that
were introduced for some w ars in /  P<=--iod of price competition 
and output thereby conceM nt^/  * e  plantation rubber industry, 
with no unnecessary cultiv itin  T  j  efficient propcriits,
it «  highly probabTe that “ tW nT fr 
ment in the N.E.I., the estrtes win u T f '''
a-milhon tons at about In' Pi'orfuce at least lulf-
U.S.A. p„„3. I t t r ' b  t  Z  '-'f-
an ovcr-all average of estate .  ’ ‘ '̂‘™ “te is not biucd on
part, say the more efBcient°hilf™ f"? 
qualification is most important °  i  r  iorfustry.= This

, tration of output on thp r h  ’ defin ite ly  postulates concen- 
established only by c o m p S o T  Mentity can be

costs, it would“ a p p c lr  thM P " “
' It Wiu be recaBni that ih= P' Competition is establislicd, then

of t<«h.u„.l I" March 1<09 ,h.,t it Me

»< ™ rpSv!L  „ P™ "' >™ir ,h„ J  'r " ^
*.800-acre Dron-r,” ^ baaia by a Eura*ii ^ E’ iropean-owncd cMatc of 400
and {he cost of n f f*«’gfifx)urljood wliose main ciian?? was an

I94C a  Dcritvi ”P P "“ ®’cd that these con*iH ? Europciu, estates.

estate in.™ ./™  Ma " '  “  " "  oF T wthose given in the t « t  a ,T h . ^  suggested figur„  rcpre*en.»t.ve of

of 
JO.

r - - ............- «'■
sanic order as 
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• about 8-9  cents p e r lb . c .i.f . consum ing counm es
- dollar pnce “f  “  ^b „u , 1 -3 -1 4  m illion  tons of rabber,

t a r t  ftom sm allho ld ings. R o u n d in g  off the figures, a  
4,  greater pa assum ed m  response

U S- cents or 6d. per lb.>
® Innircr v iew , fu rther considerations need to be borne

w f h lv e  seen, in  1941 the p lan tatio n  rubber industry 
" " l i n  i t s  U n i c a l  in fan cy , qu ite  as m uch as was synthedc 
WS soil jn us t  p soeciallv  the developm ent of h igh-

” “ k " i . K n ,  i - v r r i '

ire less in natu ra l rubber th an  m synthctic ™bt>e ■
reductions in  the cost of the la tte r  are  possible the 'evel
12̂ 13 cents for B una S m entioned earlie r , it «
»:ope for such revo lu tion ary  changes as arc pregnant in the presen 
»g e  of p lantation techn ique

It thus appears th a t w ith in  a  y;eai o pe itiap  ^
plantation rubber can  eas ily  undei-sell Bu . , furtlier
ver). s u b s t a n d a l  r i s e  i n  e s t a t e  w ages above j,„d
significant m easure of cost reducuon  n egress in
without a llow ing for t lie  effects of f“ ' ‘  improvements
plaElalion p ractice  beyond a  w ider adop ..j^tion product
al^ady r e a lL d  b y  194L It is probab le t o t
could be delivered  in  A m erica a t  abo i.„ ,„ ,v cr that un-
prospective price of B una d" a n d  t l ia l  fun’advantagc
restricted price com petition ’  w ill be allowed,

‘ B u t b r o a d ly  ajauniuig th e  m a in t e n a n c e  n f  ^
"«1 of tlve pound at roughly 1 9 «  level. ; rf. p. pr.Kloei

■ n , e  v i w  th M  o n  a l l  r e t » . M b k  a s n n .p t .c m  F K n i r r  >>V M r.
» « « .  S  u n d e r  c o m p e t i t iv e  c o n d ic io m , i> a U «  h c H  b y  , u c l .  a ,  th e  A m e ru '»n
‘ tt lv ln  A . B r e n n e r  («/,. d i . ) .  a n d  b y  t l . e  leadn.g tr a d e  lo u r n a l

lK .rU  a n d  th e  B r i t i ,h  / » > ' » - « » * * " . J a n .  1 !« 5 )  e o n h n n . 
The follow ing quoU ition from ih c Nt-w torK  .

that Urn view  b  shared  hy the A m erican  mbbrr phmts in o,>c>.
Wcrcsied in  p u rchasijig  an d  o p era iin p  the sy .uh ctu  a..M-iAno- forUi
"•uh the B ritis ii an d  the D a ic h . unl<̂ s=i some torm o.

“^ ' S u d i n ,  the ab^enee oI covert indirect ......................h r , , . . ........ . ‘
of a lte rn ativ e  p roducts ; cf, p. ^47, below-



Will be taken o f known advances in  
also a^u m ed  that a  po litica l settlem ent w ^i “ a !. i

W hen the m erits of a n  in fant indusTn- , 'heN pf
of synthetic rubber a re  debated  in  A m en r P™>atio.
sjderation whether the supp ly price o f < h C
natu ra l rubber is around 4 I L  say  7i  '5''“" '^ ^  i
f  about the 1945 purchasing  pow er o f ’mon Per lb
evel. Though It is understood th a t no is s i S  “«

d^cussed by the R u bber S tudv  G roup w h i l  
orgam sauon, some o f the most im p o rtS n  & , “ f“«-findi„
pnce of rubber, m ay well be d isto ited  i f  the a m “ '  h ® “ PP'?
were agam  to be that of p re-w ar r c lu t t f o  T " '  
h is t o r y  o f  R ubber R egu la tion  (published “ “"'P't. the
regards 8/. ^  a  reasonable n fn“ “ um1 >r 
■̂ een, th,s was based on the f X  P"™ ' ' «  ba«
efficient producers ’ w ith neglect o f ° th ? s n “ m ‘ M 
“  ™  that no cost r « u m .  ro^ l I from whom

“ “ “  have been L p l y  met m a p * ‘

a s , i s t a n e r S g “ e « ° e ,X T  to
considerations and arffumenfs nnri -i • review of the
an outstauding po litica l confr become
P «  the m atter L  p e l e C t  7 ,"' '»
been created d irectly  b y  the m  i vested interests have
“ d styrene c a p a c i t L ^ f  

y  governnrcnt agencies thfv 
first re f^ ^ l the operators h av in g  only the right of

production of petroleum  fractio"’ ™ ^ ‘^"P°"‘'
private hands, as these were oe “  however, in
" ‘ 7 “ ‘  the c o n v e rs fo T o n ? '' : H‘e go^ eramrnl
and styrene. The greatest r  " ' « ‘ ‘̂''a ls  into butadiene

come from those interested f  ^“ bsidy is liWy
IP t J  "Ot so g reat » P™ 'ioction of the raw  materials,
f  'h e entire butadiene oitD ut “ “ « « ’ «  suggested or implied, 
outpm  less than one p e ?  " "  petro leum  fi -actions,
output of u>e U .S .A . Q ra i i . T ' crudc oil

m petittve source of butadiene. A »n Jife ly  to be a
‘ T^estima(c„f,|„ , ' “ “ '''^'“ 8 to an estim ate quoted

» “ '»= >^40-41
>> ciiurely diflcreiu coiwideratioru

______ . 1



n re-w ar p rice  o f g ra in  w ou ld  have h ad  to be 
Mr. iCnorr. P . ,  ^  com petitive  w ith  molasses as a 

lo# 30 , a ieo h o l.' T he ave rage  p rice  of g ram  durin g
to fin dustua l 1943-44  it  w as around- 1.40

T n o r f  has r t i m ’a ted  th a t  even  if  240.000 tons of 
f r X e d  from  g ra in  a lcoho l bu tad iene , this would 

B»3 S were pro average  an n u a l produc-
jSorb only two-and-a p specialised and  not

^ L n c a H l u r  martV"^^^^^^^
ayraie plants together em ploy o n ly  some . 5,UUU
one fair-sized a ircraft p la n t .“ Inrlnstrv would

Thus a  contraction of the synthetic  rubbei 
iffect the U .S . econom y far less th an  would app .^luatcd
public pronouncements. T he m atter enthusiasm
in such simple term s. T h ere  is an  intense and  “ ,, .,„ h e iic
in America over the ou tstand ing aclucveinents 
nibber industry. T he techn icians and  chc , M^n,bers
io these a n d  e m p h a s i s e  t h e  poten tiahtics of t financial
of tlie farm bloc are not lik e ly  to ' f ,i ie  synthetic
id v a n ta g e s  to t h e i r  c o n s t i t u e n t s  from a  m aiiit i I
industry; the fact th a t it  appears as a P“ ™ ‘ press for
undefined qu an tity  of g ra in  is a  Is ihe fingering
lovemment assistance. A nother im pon „  jijs ji nroducei's),
M ice of rubber growers (especially  of the Buf^h p
which is parUy a  legacy- of the Stev enson _

‘ Moreover, even ihc cUeapesc alcohol “ '.ja,!
P t t r o k u n ia s a s o u r c c o f b u la c l ie u e .  I ‘> s i n c e  1 9 ^  >1.. .^vc-rage a n n u a i 

and func.io.is are reviewed on p. 330 b.luw ; ^ -hen  mad.
of ferracntalion alcobol luis iun..r J’J "  - , made Jmin corn,
molassea, a.id  it has b .c .  co u sn W rM y  ^  ^  be .,xadt ava^able to ihc

^ 1=  =vid„ce to d e ,,.o ..s l,a l. d u l  .ilculH.l «™  J  „ ,.b te  . »

‘»«omc ccanpctiiive with ihc io\v-cc«i ubiai.icd unty »ubi
•b s t a m ia l v o lu m e s  o f  a lc u l iu l  a t  I Ills „  j b .  .  . „ ,.u c t u 1s.

o f  th e  InU r^ A gen cy  P o l i c y  CommU U e p r t^ lu c c r . .-I ^  ru b b e r
• The efiect on cn,ploy.nrnt o. cha.jg<. > ‘i

*nd the rcpcrcussio.13 on /dctai!r<i ^pprfCKU.-- '
import., w ^ ld  also have u. be co..*.<ic.^cl ,n a



The m ents o f granting  governm ent assistance to tl, 
industry are a lready  much canvassed in  the U S A  Tl 
pants in the debate seem to fall in to two m ore or P " ''" ' 
groups. There are those who insist th a t the greater n fr! r'!'"" 
rubber requirem ents should be Iiome-produced 
of this school o f tl,ought are  not easy to sum m arise 
assume the conclusion they wish to reach ■ the i j  S A 
m ade independent o f im ports o f a  v ita l raw  m aterial 'JT™ ; ** 
p e a t ly  affects the country's everyday hfe, as w ell as the “  
funchomng of its industiy . The dem and fn ,-„ ^  ™  efficient
is often coupled som ewhat p aradox ica lly  w ith clteTorical 
that synthetic rubber would hold its o w n  
O th c^  contend that va lid  argum ents for a  m easure of i n X ?  i'™'

t  ■“  i s r s

continue in  operation the hu lk  o f fh A ^  intended to
in face of free com pet^on f r L
the Am erican consumer a lm ^  p lan tation  industry .' But if 
often the same person) is n r " f  “ urse is
natu ra l rubber import^’e ln ’ h P” “ > >>"“  :
it would result in  slower mn ‘or yeare to comc
motoring. ’ expensive and  m ore troublesome

a P r o h ib ia v n a r i ir * L T y “ sCTerT'^“ “  restricted by
subsidy to the syntlietic p ro d u c r  ^
deprived of h a lf  it? r,,-« P lantation  in dustiy  would be

haTbeen im p o f e S h S  " w h X e  ^
a  new restriction srhi.r« • • com petition is restored, or

bout JmaUholdcrs’ r u b lx r .  ̂ " la n y  m ijconcrptions current
A  JioJorious iustance o f  »li i v.- 

rubter occu„cd q„i„ r,c,mW  „r ,h. p.icc of n.,»rd
'b. f.o.b S i„ g .p „ „  ( f „ „  of IM 6. A , . r i„  S  50 S .rd l, re,... p..
drfuccd, whfci, t ,d  “ P»”  - f -1 >™u P" ">■
agremcni; ilxdfic to„„ f Poducm) ws, r.xed by i,.HT-g..«T.uno.t«l
^  and the " “ Uming co.in.rio by inltr-

Ibat the .uDlus ',“^1’' ' "  '» “ '■* ll‘<- official allocation. H
1 9 4 € ; »f wjui actiiaU y over 2(W 000 to 1^,000 tons a t  most Tor tlir  SL-K.nci half

’ to th f  a cu te  em barrassm ent o f the autlioritiw.



rate at a  fraction o f its c ap ac ity . O n e ith er a lte rn a tiv e  the 
Scu lties would be very  g reat, and  a  re-cstabUshm ent o f r e f la t io n  
tfould not solve the problem s of an  in d ustry  whose c a p a c ity  w ou ld  
•gt many times in  excess of absorption for m an y  years  to com e. A  
IwAer stock schcme, advocated  below for m ore prosperous con- 
(jiiions, m ay still prove the best solution. T he blow  to the economies 
(jfihc Far Eastern territo ries w ould , however, be so g rea t th at a 
latriction scheme m igh t have to be accepted to com pensate both 
producers and the ir governm ents w ith  h igh er prices for the loss 
cfmost of their m arket. It should be accep ted  on ly in  an  ex trem ity , 
-ince there a re  few industries w hich need a  period  o f p rice  com ­
petition more than does p lan tation  rubber. T he closing o f the U .S . 
.Tiarkel and the resu lting  contraction  o f the in dustry , w ould sooner 

later confine operations to the geo g rap h ica lly  m ore fav o u rab ly  
traced smalUioIders and  to the lowest-cost estates ; for the la tte r , 
rubber would p robab ly becom e a  sideline to tea , pa lm -o il, or 
ieifee cu ltivation .

The po litica l and  economic consequences o f such an  A m erican  
policy w ould be far-reach ing, and  w ould necessitote, both through 
icir direct effects and  the ir sym ptom atic sign ificance, im portan t 
djanges in  British trade po licy . T hese cannot be discussed here, 
but the w ide range of repercussions should be rem em bered.^ T here  
TOuld have to be a re-sliap ing  of the economic structure o f the 
nibbcr-producing territories, and  the costs an d  stresses o f such a 
change w ould prov ide the p rin c ip al ju stif ication  of a  restriction 
Jcheme,

The advocates o f w h at m ay  be ca lled  the m oderate po licy  in  
ite Am erican synthetic  rubber discussions ad m it th a t  past events 
justify a reduction of A m erica ’s dependence on im ported  ru bber 
supplies. T he adherents o f this view  point out, however, th a t the 
tstablishment of a  huge synthetic  in dustry  w as essen tia lly  an  
®ergency m easure, ak in  to the expansion o f the a irc ra ft in dustry  ;

add that a  recurrence of the 1941-44 rubber crisis cou ld  be 
^voided w ithout the dom estic production of a ll , or most, o f A m erican  
^uirem ents. T he genera l suggestions a re  for the m ain tenance in  

U .S.A. of a  la rge  revo lving p hysica l stock o f rubber, eq u a l to a t  
one ye a r ’s absorption, and  preferab ly  to be expanded  a t  tim es

effects would be la i^c ly  the sanic i f  natural rubber lost the U .S. 
^  succesaful coinpetiiion of the synthetic product or through exclusion

political reactions would be diffei-ent. 
doublfiil coniiagcncy of succesalul synthetic competition would 

!ion Vn • ol' a t least a  partial t^versal of fortunes, while the dctermina-
toaintain a  large domestic s>'nd\etic industry would be quasi-permanent.



of inrcmBfional Wiuion, together w ith  the continued n 
•m i uw  of, »ay , 200,000 tons o f genera l purpose synthct™ 
annaa lly , i f  nrcessary w itli the a id  o f a  governm ent 
the m aintenance o f a  further reserve cap ac ity  capable of r  ̂
-jpcrations a t  short notice ; and  for in tensive research 
production and . processing o f syn thetic  rubber. These 
together with the e,xperience gained  du rin g  1041-44 notobt'”'^  
itirem ity fo r 'e a r ly  action in  tim es o f  danger, would provide ''l' 
vTU rie^. Such a  policy w ould also p u t a  ce ilin g  on rubber’t . ?  
and n tsure that the U .S ..\ . could not be charged  exorbitant 

m  rubber im ports ; this w ould rem ove anodier c a i.r !- ! 
.^m/jnran apprehension. ™

A p n lk y  b road ly a long  these iin~  
hp«, w tnm m ended by  the iu ilucr.;::a l  ̂ :  ;i--\<renc-.' P I ' 
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ral rubber absorption o f abou t 250 ,000-400 ,000  tons. Com - 
fpd natural and  synthetic ru bber absorption is a t  present ( J a n u a r y  
S 7) at an annua l ra te  o f abou t 1-3 or 1-4 m illio n  tons, and  the 
best estimates over the n ex t few  years  suggest an  an n u a l absorption 
?£he order of 1-5-1-8 m illion  tons. A ssum ing a  syn thetic  ru b b er 
production of about 400 ,000-500 ,000  tons, absorption of n a tu ra l 
^bber is like ly  to be a t  an  an n u a l ra te  o f about M -1 -3  m illion  
toss, which would be app rox im ate ly  eq u a l to the h igh  ra te  of 
ibsorption of the yea rs  1940 or 1941.

This is not to im p ly  th a t the d ifficulties of the in dustry  w ill not 
be great. Q uite ap art from the physical, econom ic and  po litica l 
jiroblems of reconstruction, there w ill still be m uch excess cap ac ity  
ajid many high-cost producers to dea l w ith . Nor w ill the m ain  
ktors underlynng the in stab ility  of the in dustry  h ave d isappeared . 
The two developm ents like ly  to bear on this last point a re  the rise 
of the Am erican synthetic  industry , and  the acknow ledged  huge 
expansion of the acrcage and cap ac ity  of the N .E .l. n a tive  producers. 
Bic substantial Buna S cap ac ity  in  the U .S .A . is lik e ly  to set a  
ceiling to rubber prices. T he rise of the N .E .l. natives to un.- 
diallengeably the largest single class of producer is lik e ly  to increase 
(he elasticity of the to tal supply , since the output from these 
^oducf-rs is fa ir ly  responsive to price changes. T hese considera- 
^ns suggest some d im inution  of the price fluctuations w hich 
W3uld occur under uncontro lled p rice  com petition. T he Habihty 
to price fluctuations is, however, like ly  to rem ain  very considerab le . 
The dependence o f rubber on the A m erican  motor in d astry , the 
instability of the U .S . economy, the ir ra tio n a lity  of organ ised 
Fubber m arkets, the p lasdc ity  of w'ages and  sa laries in  the p roducing 
territories and  the in e lastic ity  of supp ly o f a la rg e  proportion of the 
total capacity can  a il be expected to continue, w ith  the po litica l 
’Uncertainties in  the East an  added  factor m ak ing for in stab ility .

The m ajor problem  of rubber poUcy thus rem ains : the e lim - 
Jttatiou of excessive in stab ility  w ithout stereo typ ing the in d ustry . 
The 1934-41 regu la tion  scheme not on ly failed  to resolve the 
^fficulty but it a c tu a lly  secured the worst o f both worlds : it  froze 

industry w hile perm itting  w ide and  rap id  fluctuations to 
^ntiiiue. T he attitu de of the producei-s has a lte red  litd e  since 
^33. Addressing the an n u a l m eeting  o f the R .G .A . in  A pril



of in ternational tension, together w ith the continued produ • 
and use of, say, 200,000 tons o f genera l purpose synthetic 
annually, if  necessary w ith  the a id  o f a  governm ent subsidy • ^  
the m aintenance of a  further reserve cap ac ity  capable of resm,' 
operations at short notice ; and  for in tensive research into ?  
production and. processing of synthetic  rubber. These measure 
together with the experience gained  du rin g  I941-'14, notably tl' 
necessity for e a r ly  action in  tim es o f danger, would provide ampit 
security. Such a  policy would also pu t a  cciling  on rubber pri% 
and ensure that the U .S .A . could not be charged  exorbitant prica 
for its rubber im ports ; this w ou ld  rem ove another cause of 
Am erican apprehension.

A  policy broadly along these lines has recently (July 194fi\ 
been recommended by the in fluen tia l U .S . Inter-Agency Policv 
Committee on R ubber (B att C om m ittee), on which all interested 
government agencies were represented ; M r. W illiam  L. Batt. a ! 
former chairm an of the W ar Production Board , was chairman of! 
the Committee. The luc id  and  well-reasoned report of the Bait ’ 
Committee is a  docum ent of considerab le in terest, to which M ( 
justice cannot be done here. T he p rin c ip al recommendations arc i 
for a  continued production and  use o f about 250,000 tons of general 
purpose synthetic rubber annu a lly , and  for the maintenance in 
standby condition of an  an n u a l c ap ac ity  o f a  further 350,000 tom. 
The Committee assum ed that enough specia l purpose synthetic 
rubber would be produced w ithout governm ent assistance to 
satisfy the requirem ents of n ational secu rity , bu t that little or no 
general purpose rubber would be produced w ithout such support 
when natura l rubber was freely av a ilab le .

I f  a  m oderate policy prevails in  the U .S .A . the prospects of 
the p lantation industry are  reasonab ly hopeful. A liigher level of 
U ;S . industrial activ ity than in  the 1930’s would c o m p e n s a te  for 
most of the loss to synthetic rubber ; it  is c lea r  from the experience 
of 1940-41 that in  a  prosperous ye a r  the U .S .A . could easily absorb 
as much as 850,000-900,000 tons of ru bber. Even without ^eater 
American prosperity, the secu lar rise in  the dem and for rubber is 
sw n  likely to offset the p artia l loss o f absorption of natural rubber, 
though it  would be rash to dogm atise, since the effects of thf 
devastation in Europe and the a ttitu d e  towards natural rubber 
imports of the Soviet U nion and of the Soviet bloc generally art 
difficult to evaluate. Syn thetic rubber production in Nor* 
Am erica and  the Soviet Union m ay total between 400,000 and
500,000 tons annua lly , and  this m ay represent an annual loss ot



, hhcr absorption of about 250,000-400,000 tons. Gom- 
‘ ““f  and  synA ctic  rubber absorptibn is a t present
* ' ' 4 " f  r a n n u a l  ra te  o f about 1-3 or 1 4  m illion  tons and  * e  

t'm ites over the next few years suggest an  an n u a l absorpUon 
f l  order of 1 '5 - l B m illion  tons. Assum ing a  synthetic  rubber 

j 'r t io n  of about 400.000-500 ,000  tons, absorption of n a tu ra l 
is like ly  to be a t  an  an n u a l ra te  o f about M -1 -3  m .lhon 

"ffi'vvhich would be approx im ate ly  eq u al to the h igh  ra te  o

“' i i ; r s ™ n t t i r ; i ; % i r t h ? d l f f i i u l t i e s  of the m d u s t^  wiU no j
I , weat Q uite apart from the physical, economic and  pohtic
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J  he A m erican synthetic industry , and the acknow ledged liuge

tepansion of the acreage and  cap ac ity  ‘ ^ ^ g Y ^ r l i t e i r t o  ““ ' a  
The substantial B una S capac ity  m  the U.S^A. is

S e % “ a b l t * c  iL g S 's in g le " c la s s  o“f producer is ‘ik d y  to m e r ^ e

o,« suggest some d im inution of the P‘ ' «  . 1; ; ; ^
would occur under uncontrolled price com petition. T he h ab il ^  

price fluctuations is, however, lik e ly  to rem ain very  consider.ab l. 
The dependence of rubber on the A m erican motor m dnstry, tl e 
instabilfty of the U .S . economy, the
rubber m arkets, the p lastic ity  of wages and sa anes in  P™<iu“ ng
leiritories and  the in e lastic ity  of supply of a large °
total capac ity  can  a ll be expected to continue. « P“ 
uncertainties in  the East an  added factor m ak ing for in stab ih tx .

V

The m ajor problem  of rubber policy thus rem ains : the elim - 
i„ation of k cess iv e  in stab ility  w ithout
The 1934-41 regu lation  scheme not only faded “  ^
difficulty but it .actually secured the worst of both ^  ‘
the i n L t r v  w hile perm itting  wide 
continue. T he attitu de of the produce.^ has 
1935. Addressing the annua l m eeting of the R .G .. .
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1942 the retiring chainnan  said  : ' T here w ill be room for 
(natural and synthetic rubber) in  co-partnership with our friej^ 
in the United States by post-war agreem ent on m uch the same C  
as the In ternational R ubber R egu la tion  Schem e.’ In  October I943 
^^r. Eric M iller put forward the sam e suggestion a t the annual 
general m eeting of Messrs, H arrisons & Crosfield ; this he did 
twenty-one years after the Stevenson Com m ittee, of which he had 
been a  prom inent member, had  dec lared  d ia t ‘ a  policy of restrictioa 
can only be a  tem porary p a llia tiv e  ’ ^ ; restriction was in operation 
for most o fthe period since tlie Stevenson report, and  its resumptiGn 
is aga in  proposed.

The Wunt tioith is that a  period of price competition is 1 
overdue, p ardy as a  spur to efficiency, bu t also for a classificalion 
of the relative efficiencies, in  terms of long-period supply prices, 
of different classes of producei-s. T he im portance of the last point 
w ill be appreciated by  considering some unresolved issues, such as 
the supply prices of natu ra l and  synthetic  rubber ; the relative 
competitive strength of estates and  sm allhold ings, of large and j 
small estates, of the different producing territo ries, and of various 
methods of cu ltivation.

T he probable tendencies lik e ly  to em erge from several years [ 
of competition deserve some consideration . The competiiive 
position of natura l and synthetic rubber has a lre ad y  been reviewed 
in this chapter, and  repetition w ould be superfluous. Within the 
p lantation industry’ the sm allhold ings w ou ld  alm ost certainly gain 
considerable ground at the expense of the estates unless discriminated 
against by adverse oftlcial policies. E state methods of production ] 
are so much more expensive in  terms o f m oney, as well u s  of labour 
and  cap ita l, that under com petition the sm allholders would make 
substantial headw ay. T hey gairicd m uch ground until the advent , 
o f regulation^ but for whose in troduction they would have made 
further progress against the estates. T h is is obvious from a con­
sideration of the methods and costs o f these two m ajor classes of 
producer,and the conclusion is confirmed bysuch  em pirical evidence 
as the rap id  increase in  sm allholders’ production after inid-1933, 
the performance of the N .E .I. native producers in 1934-36 and 
again  in 1941. The steep rise in  estate wages and  cost of suppli® 
since the 1930’s has further w eakened the position of the estates, 
Considerable sections of the sm allho ld ing industry , especially 
owners with poor-yielding properties re ly in g  on outside labour, 
m ay find their position further weakened as they m ay have to offer

* Ctnd. 1678 of 1922, para. 14.
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tanners ■ owners who re ly  on outside 
*!> P’r ' ” ‘ wv“ tion work m ay  also find themselves adve ise ly  

for ‘ ^ „ s id e ra tio n s  do not a lte r  the conclusion that
greeted.' * “ d tiv e  position of sm allholders ^  a  e las .

'“'« 'P r n t t h e T e d  against th a t of the estates by  the rise m  
‘’“ ^ i t a l a r ic s  and  i l  the cost of supplies and  of equipm ent, 

wages and sa lane  , e lim inated , since the supp ly
t : r o f " p - : ^ ;  of smallholders- rubber is likely  to 

r t h o V lh a t  ^ fsm aU ho ld ings

Jniost certa in ly be ^  pU ib iU ties of m echan i-

; t : r d iU | o n o f h ig h - j . e ^ ^ ^ ^ ^ ^ ^ ^

holders, and possibly the mos j t  be ten tatively

with a  probab le “  r c e T o u  pre-w ar showing,
Aniong geograph ica l g r o ^ s  British

the British estates in S u n ia tia  the e
North Borneo, “ gather ^ t h  of producers in  Ceylon
to face com petitive condit .. P Japanese  occupation,

^ : ^ u t T a f r e r ^ ^ i £ y » L u r e  ta r iff  protection against com-

’“^ H id i r c a n v t T e d  i“ssue in  discussions a to u t A e

S E i S s ? s q i i a £ S

. d U .dva„ t.g . which would b . ^ h a n c d  by , » . r i « i o a  on p to u n g  or on

S a ,  p o U d . n .i ,„ l .  h o w . . ,  d ^  rhe co „p .lM v . a d v .n . . . .  of ih . 
im«llholdcrs; cf. Chr. \2, above, and Clir. 20, below.

•Pp. 271-72, abovT.



scale can only p iay  a  re la tive ly  m inor p a r t in  rubber prodnctioi. 
as otherwise the smallholders could not be such formidable com’ i 
pctitors. Though it  m ight be argued  that am ong the estates the 
larger producers are more efficient, it w ould appear, first ih ] 
generalisations about the economics o f large-scale production L 
rubber growing are unsafe and  th at some of tiie  proposals for i 
reorganisation are undoubtedly quack  rem edies ; secondly, 
only several years o f free com petition cou ld  rea lly  establish the 
relative economic merits of the m an y  d ifferent types and units 
which comprise the estate side o f the in dustry  ; and  thirdly, that 
it is most im probable that spectacu lar cost reductions would be i 
achieved by increasing the scale o f operations, and  probably no • 
economies a t  a ll through operating units over 5,000 acres. '

The rea lly  im portant technical economies which may prove' 
essential for tlie survival of a  substan tial p a r t o f the estate industry 
must be sought in  other directions ; developm ent and  use of very ! 
h igh-yielding p lan ting m ateria l (w hich w ould reduce costs per 
pound by 50 to 70 per cent, com pared to costs on unselected seedlbg 
estates) ; or some rad ica l changes in  p lan tation  teclinique, such 
as the possible introduction of avenue p lan ting , the mechanisation 
of im portant phases of operations, carefu l choice o f tapp ing methods, 
and possibly the adoption of foresti'y methods o f cu ltivation .' But 
whatever view in  d eta il is taken  o f these controversial issues, the 
case for a  period of price competition seems ve ry  strong in what is 
essentially an undeveloped industry.

There arc, however, some prim a  f a c i e  objections to price 
competition. U nder competition tiie  estates w ould find it harder 
to accum ulate the liqu id  funds needed for rehab ilitation  than they 
would under regu lation , in  th at profits are  like ly  to be lower. 
But in  any c ^ e , w ith the large synthetic c ap ac ity  in America, 
profits are most unlikely to be a t  a  ra te  w hich  w ould enable the 
accum ulation of very la rge  reserves in  a  few years. Where 
rehabilitation requires heavy expenditure d ie  funds must come 
e id icrfrom  the cash re.sources of the com panies and/or government 
compensation.

U nder com petitive conditions the do lla r receipts accruing to 
tJie British, Dutch and  French economics w ill be sm aller tlum 
im der regulation. H ere again , a  re tu rn  of the halcyon days of 
the past cannot be exp ected ; w ith  restiiction , however, priccs

» U ntkr a  regime of price compeUuoii the average cost of estate output would, ol 
c o ^ c ,  be substanuaUy rcduced through the c^cen tra lio n  of producuon on 
more rfficetit « i a t «  a t a iiy  given stage of technique.
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fsvnlhetic 4  attained without regulation, for
Licablc) " o f  export taxes to raise the market pnce
gance by the guch a tax would presuppose,

•% tlt.^ ^ ^ 2rth e  governments eoncerned. as the ccm- 
territory imposing it unilaterally would be

^^iderably against price competition in rubber
Another f  ™  trend towards the suppression

,ould be a reference to he g<™*« post-war industry. In
i  competition enTOaged m P ^ economics, whenever
î,e of all fair p h « «  S  o f a" i-dustry. price main-

.specific P>“  P^*’^ !  „f output and restriction of entiy are
laiance, organised contro S  ,his applies from heavy
Jmost invariably postulatec . ‘ producers may ask
„ 1  to retail fruit ^^ ‘ "buUon T h „ u b ^ ^ ^ ^
why they alone should P I, si,„„id, howev er, be
ao Other industry contemplat ^,i„^n,-ead elsewhere, compul-
™embe«d that before indus”try.
jory-restriction o f output had b i f  rubber
and it' would be a  m easure o quasi-m onopolisric

E S i S r s  t r c « ■ »  - »
years o f com pelition .

VI

The adverse effects o f such uctua i^owever. be possible
been d iscu sscd earlicrm  this studv Y o f stability
10 reconcile price competition a _  elimination of
by means o f a buffer stock or P long-period trends to work
short-period fluctuations, while aUowing long p

themselves out. forward by Mr. Ormsby
A proposal along these Unes P specially suitable

Gore (Lord Harlech) as '̂ “ 'V a; might
for the rubber industry . Th^ powerful
«eiitually take in the rubber industry seem, to me to po



disinterested corporation, w ith  sufficient financia l resources 
build up large reserve stocks in  tim es of depression, which w a j! i 
be used to prevent or m itigate ihe tem porary  booms that c a J  
such d isturbance.’ ‘ Since then m any s im ilar  suggestions haT 
been put forward. Lord Keynes has dw elt more than once on th' 
w ide price fluctuations o f p rim ary  products (of which nibbcS 
presents the extrem e case), and  has advocated  special govemmcm 
storage facilities—a  varian t of a  buffer stock scheme—as the most 
suitable solution.* Authoritative support for a  buffer stock schemj 
also cam e from the British G overnm ent delegation at the Hot 
Springs conference of 1943. M ore recen tly  (A pril 1945) a League 
of Nations es^ert committee reported in  favour of buffer stocks, 
and this opinion has been incorporated in  some League proposals 
for post-war economic stab ility.* T he list could be extended, 
Though for some years past there has thus been a  considerable 
body of opini’on in  favour of such a  po licyj it has not yet been put 
into effect. The case for it  in  the ru bber industry is particularly 
strong, as being the only device for com bin ing a  period of greatly 
overdue competition w ith  a  reasonable m easure of stability. There 
seems no reason to doubt its p rac ticab ih ty , provided pressure is 
resisted for prices higher than would be ju stified  by considefatiom 
of long-period equilibrium .

If  the in itia l price is fixed a t  a  level not far removed from the 
equilibrium  price over the first y e a r  or two years of the pool’s 
operatdona, and the m anagers are  p repared  to cariT  stocks up to 
300,000-400,000 tons, tliere is no reason w h y  the p lan  should not 
work smoothly, w ith  q u arte rly  or h a lf-yearly  price changcs of a 
minor order com pared to past f luctuations.‘ In  conducting day- 
to-day business the pool would ac t as an y  la rge  dealer, with the j 
outstanding difference that it  w ould be p repared  to maintain a ; 
large open position. T he m anagers would quote a series of : 
buying and selling prices (w ith  a  turn  o f perhaps f)nc-eighth or 
one-sixteenth of a  penny) for d ifferent grades of rubber (including 
even general purpose synthetic rubber if  found desirable, though

‘  Op. cil., p. 147.
1938 * Storage of Foodstuffs and Raw  Materials Ecommk Jmtriuil, Srpt.

*E am m ie Stability in the Posl-W ar World (1945)
* Loi^ ca]culai«si in 1938 Uiai ' there has only bern -jne year in the

ten in whuh the high price of rubber cjcccedcd th*- low by k-ss than 70 per cent. T'rt 
average ace ss  of the year’s high over the ycar'a low Im  been 96 per ceni. In 
words, there is on the average some date in every yetir at which ilie price of rubber u 
apprcixunately double m  pricc a t some other date in that vear ’ ‘ Guvcrnrncnt Storage
of Foodstuffs and Raw MaieriaU E tonm ic Journa l, Sept. 1938.



P K O S P E C T S  a n d  

^ i, unlikely). =how how often
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4e pa.oapat>ng 8°™ ™ ® ' ^ the exchange equalisation
,uch less than “ pie on all reasonable assump-
lounts. £25  millions would be °  ^ pinion tons
ions since this would (,f ,he capital would be locked
of rubber even at U., and only P probably
,p in physical rubber  ̂ ..^eount ; if pressure for high
„ale a substantial profit on c u m   ̂ looses on capital
prices is resisted there this could easily be financed
Lcount. Should there b<= “ > ,,h ieh the manufacturers

only the rough ■"“ „ t : : j ^ r t % t y t o T e f w h ;
doubt be greatly impro\cd.  ̂ In the past, r u b b e r  producers
.tshould be inherently im piactw   ̂ o f a buffer stock, even to
have objected strongly y  by the I.R.R.C. to prevent
,hc modest proposal lor a 1936- 37 . But before
runaway markets such available the much more profitable
IMl the producers ahvays ”  alternatives are only variants
item ative o f ' ^ . “ ^.intervention or a buffer stock,
„t price competiuon ^ prejudices often die
they may reconsider their attituQ , to
h . r i  Leaders o f the -d u s u y  - e  wont^o ĝ
Ae special circumstances o f rubber g b j
ehsticity of the supply o f and would be I

‘  T h is  s to c k  w o u ld  b e  -  r — : 
ihc r e c u rfe n c c  o f  n  r u b b e r  c r is ia .



tiiat the strongest opposirion to buffer stock proposals has 
in  the past, and wiJl no doubt comc a g a in  in  d ie  future. The r e ^  
is not hard to see : the speculative business o f the market wSh 
vanish, and its activities shrink considerab ly . But none o f ?  
useful functions would d isappear. T he read y  marketability of 
rubber would hi no w ay  be im paired  ; i t  would continue to bt 
easily saleable in  the u lterior of M a la y a  and  the N .E .I. As befort 
the shipping, grad ing and sorting of rubber would be UrgeW 
performed by d e a le r . Some dealers w ould close down as thci? 
would not be enough business to go around in the absence of 
specidation, but others w ould continue their activides. As has 
been shown, the rubber m arkets have not in  the past reduced the 
violence of the price fluctuations, an d  the professional participants 
were often engaged in m isleading the pub lic  in  order to obtain 
more business. As the buffer stock schem e visualised here would 
enable the m arket to carj7  on a l l  its  leg itim ate  functions,’ there 
would be no need to regret the d isappearance of activities which 
were of negative social va lue.

V II

Thus tlie policy su ^ e sted  (after the end of the temporary 
scarcity) is for a period of price com petition, coupled with a bulTer 
stock for the elim ination of excessive p rice  fiuctualions. Conditions , 
can, however, be visualised under w liich  regu la tion  would have to ' 
be introduced aga in . Two con tingenci^  w hich m ight necessitate 
the resumption of restriction have a lre a d y  been mentioned. The 
v irtual closure of the A m erican  m arket m igh t ju stify  a temporary 
control scheme, though in  such an  even tu a lity  a  subsequent early 
acceptance o f com petitive conditions w ould be desirable. Again, 
i f  the economic system of the future turns out to be largely mono­
polistic, i t  would be unreasonable to  ask the rubber industiy to 
pursue a  different course, and  after a  period o f com petition a renewal 
of restriction would have to be accepted.

There k  another contingency w hich  m ight force a rcuini to 
restriction. In the past the oflicial A m erican  a ltitude lo forinal 
in ternational com modity agreem ents has varied  from indifference to 
strong opposition. During the last few years , the U .S . authorities 
have given their official support to severa l in ternation al commodity 
agreem ents, including a t  least one {coffee) covering a major U.S.

p rir «  provliion of hedging feciliucs for manufat by



«^ rtv  tn  the 1942 in te rn auo n a l w heat

j)epai-tine''' favoured P has em erged  as a  resu lt of

: t ^ T r : d e  Policy of t o

f a r ^ ' ^ t h r C e r i . ^ ^ ^ ^ ^ ^ ^

,rto any p lan  f“  j i , ,  „ a y  be m ore in c lined  »  favour
among producers, the au thor tie ^ ^  sheltered h igh -
,„ a l l® e m b r a c iu g r e s t ™   ̂ ,h e  U-S-
cost producers are  n a t u r a l  rubber p ro d u ce«
lulhorides m ay press for m easures, w hile enhanc-,0 raisU he price of n a t u r a l  rubber Ihese^m

lag the cost of rubber appreciab le proportion of
authorities to m au itam  m opeiatio  an  expensive
llie syndictic rubber capac ity  w i l ^  n a tu ra l rubber
„bsidy. It is even on the acceptance
into the U .S .A . m ay eventu . y   ̂ ^^ .^ o n  scheme, either for
by the n a tu ra l rubber P ^ f  syntheuc rubber,
natural rubber alone or foi m ach inery could be decided

T he details of the most su itab le c
only a t  the tim e of the special protection
of the past in d icate  only too cle y
die sm allholders are  certam  ,o  be ha is
Whatever scheme is adopted, t q  prevail
bution should frank ly ''“ “S"™  j  per acre of sm allholdings,
under regu lation  the norm al ™ tpu ,J - e r
without an y  overtappm g, I^PP™' and rep lan ting  pcr-
cstates. A ga in , if  p lan ting  is »  ^e restn^^^^^ ,„ Jv h o ld e rs  w ill
in i l t e d ,  a  s p e c i a l  i s s u e  o f  n e w  p  J i l a n t  A n  i m p o r t a n t  f a c t o r

be required to ofE-set their be a  general recon-
ensuring fairer treatm ent ° r u n o f f i c i a l  attitudes
sideration, long overdue, ^  r e s t r ic t io n  w ould suggest
towards these producei-s. A resum pt



the desirability of periodic im p artia l investigations into estate • 
of production. These would be la rg e ly  unnece^sar>' under con?" 
petition, but would be useful under restriction, especially if ] 
prices envisaged were to be once aga in  linked  w ith the ‘ avera?' ' 
cost of efficient producers L astly , w hatever form of regulatioj ' 
is adopted, the free transfer of export and  production rights would 
be desirable.

The advent of synthetic rubber and  the lavish governmenta! 
and private expenditure on research in to production  and processing ' 
w ill force the p lan tation  industry , w hether com petitive or controlled’ 
greatly  to increase its expenditure on organised research. The 
industry w ill not be ab le to expend sums com parab le to those spent 
in  Am erica, since the resources of the producers and of the local 
governments are  m uch sm aller. Nevertheless, research on a more 
ambitious scale than before the w a r w ill be necessaiy if  the plantation 
product is to continue to compete successfully w ith  synthetic rubber; 
unrem itting efforts w ill be requ ired  to im prove the quality' and to 
reduce the supply price o f n a tu ra l rubber. T he w idest distribution 
of the results of research w ill also have to be ensured ; as already 
em plm ised, h igh-yield ing p lan ting  m ate r ia l m ust be m ade available 
to the smallholders, since it  is probab le th a t the answer to synthetic 
competition lies in  rubber a t  the lowest possible price, which 
means smallholders’ rubber together w ith  the output of the more 
efficient estates, supplem ented by a  re liab le  supply of latex and 
possibly by some m ^ if ie d  or specia l rubbers.
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There is a  grow ing Another recent developm ent is J
tapping on m any sm allholdings. ^.pt vvage em ploy- I
rg f e a t l rw ilU n g n e s s o n th e p a r t^  „ d  ^

mcnt on estates. P places very h ig  ■
goods is V prices w®  fa ll (there was a lready
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By September 1946 tlie sm allholders were producing 
annual rate of over 300,000 ions, which was h igher than at̂  
time since the eve of restriction. T h is w as in  spite of short^^ 
of outside labour, and (p artly  because o f tliis  shortage) the 
tlia t somewhere between one-quarter and  one-third of the m at^  
acreage was wholly untapped, and  p art o f the rest only li J  
tapped. The estates w ith only one-half o f the ir labour force \  ̂
by Sepiem ber-O ctobcr 194€ producing a t  an  an n u a l rate of abo '̂
270,000 tons, or three-quarters o f the 1941 level. T hey also had 
very large areas, including some o f the best budded rubber, sdll 
untapped. Considerable economies in  lab o ur had  been achieved 
compared w th  1941.

Experience suggests a lre ad y  that these la rge  yields cannot be 
wholly ascribed to flush production (the resu lt of the resting of 
the trees) either on sm allholdings or on estates. In a  few districts 
yields on some smallholdings have reachcd  an  annua l rate of 1,20G- 
3,500 Ib. per acre. Though these v e ry  h igh  y ie lds are partly due 
to flush production, the length of lim e w hich has elapsed since these 
areas were re-opened, and the observed condition of the trees, 
suggest that p r e ^ u s  ideas of sm allhotdere’ capac ity  m ay. need 
further substantial revision, possibly w ell beyond the levels suggested 
by the results of the sm allholdings en q u iry  o f 1931-33.

Against this rap id  recoveiy o f output, both on smallholding 
and on estates, the official policies a t  pre.sent being pursued arc 
such as to threaten not only the fu ture o f  Lhe sm allho ld ing industry 
but also the survival of the M a la y a n  in dustry  against that of the 
N .E.I. T hey also jeopard ise the social stabiH ty''of M alaya.

By far the most im portant elem ent is th a t the p la n tin g  provisions 
o fr e s tru lio n  a re s t i l l  (Ja nu a ry  1947) in  f o r c e ,  a n d  a re b e in g  enforced. In 
other words, the low-cost producers a rc  still being prevented from 
expanding by  new p l a n t i n g . T h i s  is tan tam ount to unilateral 
rcstnction for M a laya . Some of the effects o f u n ila te ra l restriction 
have a lread y  been seen in  the operation o f the Stevenson sclicnic. 
Ih is , however, was not the on ly in stance. T he a lienation of land 
lor rubber p lan ting  was severely restricted in  M a la y a  from 1930

E rn n iS ! mainlaiti the poation of the high-co3i producen.
production cam paign canaot be adduced 

r T  ’ replanting .hould also be prohibited. Morfovtr,
i i  rhiu n ! “  isuatamcd manuring wliich is unncc«aarv for new planting and it 

^  S i n ^  production
R « l r S ^  hai been lifted in

for p la iting  5tUl re.nain, and th «e  may lu '̂t 
long-term effects sundar to the ban on uew planting ; cf. pp. 175- 76, above.



U r  during the Stevenson schcme), w U le ^ e r

„bbcr i n  M a l a y a  increased from 2,45

while in other 6,780,000 acres, so that the share
a i l n  : L  t o t S e d  ô ver this period front approxtntately 

one-half to about one-third. increase in the planted
Over this penod ‘ he": «  territories ; in Sarawak from 90,000

of some of the 50 000 acres to 420,000 acres,
acres to 240,000 acres, m Siam frm  , Most
i„ French I^do-Chma from 90,0TO
important of all in * e  to nearly 4,800,000
during this penod from about , three-quarters
, „ , , % i t h  the n,ative a r e a  alone - n g
of a miUion acres to ™ ^g^i„« M alaya, bat the age
territories „ a k e  very much more favourable
Z ’’ in a larger proportion of their rubber m

’' ““ L l o l S ' t a b l e  epitomises the position :

T a b l e  I
Changes in  Areas under R ub b « , W2.^-40 

(Thousand acrfs)

M a layan  estates . 
M a layan  sm allholders 

T o ta l M a la ya  
Geyltm estates 
Ceylon sm allholders 

T o ta l Ceylon 
N.E-I. estates 
N.E.I. natives 

T o ta l N .E .I.
All other territo ries

1925
1,559
1,082
2,641

321
176
497
980
750

1,730
540

1940
2,107
1,374
3,481

359
280
639

1,567
3,200
4,767
1,370

1940 as 
her cen t, 
o f  m b  

135 
127 
132 
112
159 
129
160 
425 
275 
254

Percen ta ge 
o f  1940 area  

over 15 
yea rs ' o ld  

65 
79 
70 
82 
63 
74 
49 
23 
32 
38

TlK I««k year of Ihc Stevemo.. boom.



Between 1925 and 1940 tJic sm allholders in M a laya  incr 
d icir acreage by 25 per cent, aga inst 325 per cent, in tlic N E?** 
by 1940 four-fifths of the sm allholdings acreage in  M alaya w ’ 
over fifteen years’ old against less than one-quarter in the N E ? 
Although rubber cultivation was bound to have spread in 
event in  the native areas of the N .E .I. and  in  Sarav^ak, Siam Td 
French Indo-Ghina, tlie rap id  grow tli of the productive capach 
of the,sc countries was much stim ulated  by the policies pimuel 
in  M alaya .

On any reasonable assumption tlie  prospective demand for 
natural rubber over tlie next decade or so can be entire ly , or almost 
entirely, satisfied from the four low-cost producing territories already 
specified (the N .E .I., S iam , S araw ak  and  French Indo-Chlna) if 
their m ature areas are fu lly tapped. It is a  str ik ing  reflection on 
the deterioration of the re lative position of M a la y a  (and of Ceylon) 
over the last two decades, that in  a  few years ' tim e it should be 
possible to m eet the norm al peace-tim e dem and for natura l rubber 
without any contribution from the two territories which less than 
twenty-five years ago considered the ir monopoly position sufficiendy 
powerful to operate a  statutory restriction schcmc w ithout co-npera- 
tion from any other territory.

The long-term competitive position of the low-cost producers, 
particu larly  the N .E.I. native sm allholders, is vcrv strong. The 
basis of this strength lies in  their p lan ting  methods described earlier,’ 
and in A e  favourable age-composition o f their holdings. It is rcin- 
iorced by rccent po litical changes in  the N .E .I. For the first time 
since Its establishment, tiie native industry o f Su m atra  and Borneo 

c e^ e  to be governed by  an adm in istration  in whose rubber 
pohcy d ie m aintenance of the cap ita l va lue  o f the European estates 

In due course this po litica l change is 
bound to be reflected m such m atters as p lan ting  policy, or the 
distnbution of h igh -yieldm g p lan ting  m ater ia l to smallholders, 
ih c  position of these producers w ould be like ly  to carry some 

t h e T r / ' ' “  u ” f  ■’ ‘ he future government of
m e n l i '  d a im  for a  quota com-

In  tt 'se^c  i  com petitive strength
to M aliv fl 7^ I. un ila tera l restriction must prove disastrous 
in  d e f ia L e  o f"r of overwhelm ing histo rical evidence and
L i n  h e W  governm ental assurances this policy is
o n e S i i r r ^ f ^ r ” '^,’ "  acreage less than
one-tiurd of the total a rea  of the p rinc ip al producing territories,

* Above, pp, 67-68.



• llv  less th an  the acreage  under rubber in  the N .E .I.
„4 substantially less tn a  ron tro l of new  p lan ting ,

i :  there is to enab le  M a la y a  to re ta in , le t
Repianung IS qu  been shown in

^one to .  12 above the lowest-cost producers cannot take
jletail in Chapter 1 w a u s e  m an y  p lan tations, both estates

° ld .'n «  are  on unsu itab le  soil. In  fact, the sm a llh o ld m  
and smallholdings, a  ,,nVqs thev can  p lan t on new  land .

be f  f ,™ 3“ „esrion related  to smaUholders genera lly ,
j a r l i e r  discussion of this q  average age

M alaya there is th e  added  ^ c m r  sm allho lder,
rf their properties T h is is shown in D iagram  I
ate much more acute > d iag ram  are  as follows :
,overleaf).' T he f 80.000 acres '
new planting estafe area  '  ; yields on seedling

4 per cent of the lb . per m ature acre and on
(States a lready  p lan ted  aver g
budded estates 800 lb. per m. loo’lb. per acre a t five years
replanted in  the lu tu re  wiU ^ years
i  p lan ting , to 400 lb. “ ^^.“ m d p a rticu lar ly  for the
from p lan ting  (which is very rn rren t estim ates) ; y ie lds on
tiilier years is , ,mature acre up to th irty  years
^allho ld ings ,  off until they drop to zero

appended to the end of or re.sumed. then on
T hus if  this rcs incuve p o lu y  .̂\\\ be d im in ated

the assum ptions of the estim ates probab ly under-
b  .b o o t twenty y e a -  T h  d ings (though the
itate the physical P ™ u c tiv e  p J  maximum  assessment
yields assum ed are  still m uch _,'h „ ,b le  the average
u n d e r  rubber restnc Stevenson scheme), and  m ay
assessment of smaUho dings under tassessment o f smaUholdings tlie • t en -  —  ^

m
, M r. W . O . O . K a ie u ,  M

ua„.companies l i «  with the a p n cy  m ^  shareholdiDp m  Uic ^
pucdv nominal. 'I'he agcncy houses (which no s lengthening the life of ^
operating companies) are usually Once the advantages
tke estates than with maximising to maintain a  high level of i^ .
ref.o«mi»Kl bv the aRcncy houses they can „ j:aw rrnt use of funds would be
me estates than witn maxunii»“& -  «  to maintain a  nign “* "
w ogno rf by cbc »eency h o . i s «  “ " j a different use of funds W d  1»
plamiiig even if  from the sharchoJdcrs point « i
ptufi table.



position o f the smallholders througii die absolute and 
decline in the yields per acre on smallholdings against 
Moreover, tlie >'ields assumed on replanted areas are '
conservative, and those assumed on smallholdings up to 30 
years o f age are reasonably generous. ®

It has already been shown that rubber is a crop hiirhlv j
to the smallholder, who is in fact a ve iy  efficient producer t 
an industry where, statutory restriction apart, the small man “
able until recenUy to start on his own, and make a decent as

Tons
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leve“  “ Thpr“ ‘‘“ ‘i, P'-^ibility o f rising to higher

l^ r d h o ,d ? n g : :™ e d 7 fo ^as indenend! ,  r ^  'abourci-s who branched out
“ot b e e ^ o r l e ’'
without interr  ̂ prevailing in Malaya almost
r S r m r ^ r ^ C u V r d a f l l ' ’ ^'-se l a l l  and
is. Such an f>vtA * ^  larger than it actually
conduced to the s 3  stabiHn' ownership would have

‘ iliift affcci' £3 ■ o f the country. Thus the policies
whom higher piece ouuidc laljourcre for tapping to
OlatM. Inability to nlant i*.:.!-, yifWs iwr tree chan on
daadvajitagc of this scction of ih c ^ ^ U  cnhancc tlic rrlative



This h a X  seems in accord with declared B r .t.h

t o r f f r o m  the major element o f the planting provisions there 
o t C  ekments o f official policy and adm inistrat,on detrimental 

.h ^ m 'lM d e r  First, there is the failure to distnbute supplies 
”,d equipment needed for the production o f smallholders r u ^ e r  
n.e Malayan Rubber Estate Owners’ Company was m u *  more 

:*cessful in providing supplies and equipment “  “ >e esta t«  than  
*as the Rubber Buying Unit which acted as ™
Colonial Office in distributing supplies to smallholders. This 
aeencY very largely failed in its task/ so that once again specific 
*dges given in London were not honoured. This has had the 
L i t  that in the summer o f 1946 some supplies (for instance, 
acetic acid) were unobtainable, while others (for instance, tapping 
knives and latex cups) could be obtained only at exorbitant pnces. 
The immediate effects on the smallholder were a financial loss, and 
in some cases contraction o f new indebtednes.

Secondly, the authorities are already making available to estate 
workers some foodstuffs and textiles at controlled pricre and a 
furtlier extension is planned. Meanwhile the smallholders and 
Iheir workers frequendy have to pay very high prices for esscnual 
commodities as these schemes are not extended to them. A part from  
immediate hardship, their competitive position is again weakened.

Thirdly, the burden of die official drive to increase food 
production falls largely on the smallholder, who is often compelled 
to grow padi and tapioca on soil yielding only nominal crops, and 
10 forgo tlie production of rubber which is his best crop, even at the 
present very  ̂high prices o f food. Official pressure for food cultiva­
tion has by the early part o f 1947 become an important handicap 
10 the rubber-growing .smallholder compared with the estates.

f l
The main changes in policy which are necessary will be clear. 

Most obviously there is the need for a very early removal o f the
' Readers who comidcr Itus an  ex.'iRgcr.'Hion arc referred to Ueporl nn a Vistt U> the 

S iJin  C nu'iag Sn<^tlhMing, o f  M n l^ ,  C hapler III (lo pi.l)li*e<l sli.^rilv). ur .T 
<letafted dticuaion and examples of tlie nenlii(ence .-riid in.-ptitmle .m thr p.irl i > 
titmmcd with llic  task.



restriction on new planting. In order to make new i 
feasible, there must also be liberal alienation (and on easv 
of land. There are various other possibilities as well of 
the smallholder to take full advantage o f such a ehanue 
policy. Reference has ah-eady been made to a suggestio 
by a temporal^ officer in Kuala Lumpur, that the Gove" 
should fell and clear, preferably by mechanised means™!"'"' 
areas suitable for rubber cultivation, establish small high-v’i IH'®' 
plantations, and lease or sell these on favourable terms' to '  *
or prospective smallholders. Short o f this, loans could be 
to suitable applicants to enable them to meet the expected 
of establishing a new plantation ; particular attention shouldT! 
given to die encouragement o f small ownership. It is axiomati 
that high-yielding planting material, above all clonal seed shoulH 
be freely available to all who undertake new planting. This me 
that the material must be brought to the notice of, and dislribuW 
lo, smallholders. Other measures would be arrangements for the 
more efficient and cqmtable distribution o f supphes and equipment 
for rubber producuon, and of foodstuffs and textiles, as well as for a 
more equitable sharing o f the burden o f the food production drive 

ih e  position o f Malayan rubber research will also need earlv 
comideration. In the years before 1941 the R.R.I.M . was rapidh 
making up ground lo.st through its belated start, and it servetl the 
estete m d u s^  well. There will, however, have to be a sulBtantial
ofThe T "“ i f  f  '■“ 'arch, and no doubt the activities
of the Ins itute will also expand. The potentialities o f mechanised

m k h f f^ lf  " T "  The Government
might foUow the example o f the N.E.I. Government and own some 

iKr estates, operating them on commercial lines. They might
ramrins r'"' I estates o f different sizes
ranpng from, say, 1,000 to 30,000 acres, specifically with a view
estate “ st* o f different sized units. The?c
S - T .  P Reconsidered the commercial counterpart o f the work
O h se e l ?  iTu ”  E'-en the large,
l l a i  ;  H one-half per cent, of world
r a S ’ r  T  competitive conditions ; on atiy
rubber Drori*™ri*̂ '™- size o f the operating unil in
Someecon compatible with pcrfect competition.
i m U r  t h r ‘" such as optimum plantinB
S e s t a L  w n ‘he o p tim L  si.c

X  neM Attention than rfiey received before 1941.

o e smallholder will not, however, be met vvilliout



' ■  ̂nreanisalion (including the contrul and adnunistration)
‘‘̂ “ l rtkutc It may be tliat even this would prove inadequate 
" f * ! “ ^ o rgan isa tio n  would need to be established concerned 
’ M r rn d “pecifi?ally with the problem, o f produrtion on sm a l- 

1 Such measures are required not only in the interests 
S e  fmallholder,, but also in order to strengthen the competitive 

ĉIHnn of the M alayan rubber industry as a whole.
Although neither the estates nor the smaUholdings have suffered 

^ much damage as was feared from the Japanese ocrapation, and 
ihc supply pricc o f M alayan rubber will not be appreciably affected. 
S r i  hL V b een  considerable individual losses by d«enoraU on ° r  
destruction o f both plantations and equipment. There litde 
known publicly about official plans for compensation ; meanwhile, 
»me of the producers will have difficulty in restoring or mamtaimng 
I d u c t io n . and it is therefore desirable that a policy covering 
both principles and methods o f administration should be announced

” °T h e competitive position o f the M alayan rubber industry' is 
likely to be influenced by the taxation sy'stem. The tax system 
of M alaya embodies some legacies o f the early days o f imperfect 
administration ; for instance, the export taxes were a mainstay 
of the revenue before 1914 as they were easy to collect. In the 
general rc-examination o f the country’s fiscal system jvhich will no 
doubt be undertaken, the inlluence o f die principal sources o f 
revenue on the competitive position o f the export industries wall 
need to be remembered. . r

The authorities might also consider establishing stations tor 
buying and smoking smaUholders’ rubber, or for purchasing and 
shipping their latex. This would be done in competition with 
otlier dealers. There is precedent for such action in Malaya, smce 
the Government owns some rice mills, which purchase and process

i Malayan padi in competition with Chinese millers. The need for 
j such action in rubber was not particularly urgent before the war,
i as buying competition among dealers was generally brisk. There 
! were occasional exceptions, and these might become more numerous 

in the future, especially as Japanese dealers are likely to be elim­
inated. The development o f bulk latex shipments is also hkely to 
reduce buying competition.

In 1941 the conditions o f M alayan estate labour were by g;eneraJ 
consent among the best, or actually the best, any^vhere in e

'  S p c d f ic  p rap a^w la  w i l l  b e  fo u n d  in  Rfpart on a Visit to Rubbfr Sfru,II/tol£nii
fl/ MeUcja, C h a p te r  H I  ( to  b e  p u b lis h e d  sh o r d y ) . i



East. TJie clirunic persistence o f certain deficiencies and 
—in spite o f repeated and fair criticisms—stood out all thê  
\ividly. The suggestions for reform in M alaya Iiave already T°" 
implied or slated explicitly : extension o f minimum wages t h 
whole country and abolition o f the ‘ key districts ’ ; reconstjf  ̂■ 
of the Indian Immigration Committee, or preferably the establ'? 
ment o f a small wages board with one representative each” r 
employers and workers, witli a judge as chairman ; energetic ste 
to prevent tiie recurrence o f the evasion o f the minimum w 
legislation through part payment ‘ for morning work o n ly” ®' 
tlirough the offer o f less than tiie minimum number of worki”  
days ; increase o f subsistence food production by migrant worlm 
on estates; public works during a period o f depression The 
extension of the minimum wage legislation to Chinese workers mav 
also have to be considered. ‘

Although it is impossible to estimate accurately the future 
dependence o f the Malayan rubber industry on immigrant labour 
Malaya is unlikely to be able to dispense with it in the next few 
years. Though the economic future o f the country is uncertain it 
would appear that unless the rubber industry were to collame 
Malaya, if  in need o f immigrants; will be able to offer wages ami 
conditions which will attract large numbers, unless the would-be 
emigrants are barred from departing. The M alayan authurities 
may, however, be faced with difficult decisions. Migi-ation from 
bouth India will be subject to the discretion o f the Indian audioritics, ' 
and with Congress firmly established in Madras, the zm m dar  and 
the b m m  may not be content to watch passively a movement 
which tends to raise the w-ages and status o f agricultural labour 

 ̂ disti-icts. Large-scale immigration o f agricultural
labour from SouUi China may be politically unwelcome in Malaya. 
Javanese labour appears at first sight tlie ideal solution, since the 
Javanese are racially and politically much nearer to the .Malays 
man are tlie Chinese or the !ndi:m migrants ; they are also excellent 
estate workers, and the supply is unlimited. There would be an 

'*'™back : by relying on Javanese lalMur, the costs 
^  the Malayan estates would be at the mercy o f the N.E.I. ad- 
mmstration, which could inflate M alayan costs simply by varying
tW, stipulated for Javanese immigiants, and
this might be a precarious position.



i i i i l l s i l i i

on tht; international competitive strength o f tlte p r ^ u c e r s ^ a t
on their abihty to turn to alternative sources o f hvehhood. The
™se for new planting by smallholders, low-cost producers grow.ng
an aDoreciablc proportion of their food requirements oi capable
of p r i c i n g  these within a reasonably short
titan it is for new planting by estates whose costs are high
large labour forccs depend almost entirely o n  purchased fm dstuff^
But in any event extensive new planting need not compete to any
greare“ tent with the attempts to develop suitable mdustries or
io p s  other than rubber. The search for these can continue while
new nlanting of rubber is permitted or even assisted.

T h e r f is  one particular‘s-eature o f rubber cultivauon which 
suggests strongly that an extension o f the planted a r e a  would not 
seriously h a n fp l the development o f other f ”
activity, nor permanently increase to any great extent 
of Malaya on rubber. This is the veiy small demand whicb rubbe 
makes on plant food. As has been shown earlier.- * e  anni^al 
crop of latex takes next to nodiing ont o f the soU, and on ™=>nhdd- 
iiigs much of whatever plant food is removed js r e t ™ ' !  b> the 
decomposition o f the natural cover and of the heavy

Even a very large extension o f tlie area «"der rubber sm ^  
holding, would not, moreover. -rrevocable commitment

• Above, pp. 259 -260.



ill the direction of greater dependence on rubber, since an aband 
sraaJlholding reverts to blukar, with rubber seedlings predotni™"* 
and in a few years is again perfectly suitable for opening uJJT' 
other cultivation. At worst, a slight tendency toward shifti”̂  
cultivation may develop but with comparatively little movcm”* 
and over very long cycles. The administrative inconvenien 
which would be caused if  such a movement did in fact take nf 
would be a small price to pay for the enhanced competitive strensft 
of the Malayan rubber industry. In mew of the long life of the , 
rubber tree and of the sustained yields o f smallholders’ rubber it 
is certain that movement would be sm a ll; its actual e.xtent would 
depend on the rate o f decline and obsolescence o f rubber small 
holdings, the location of land alienated for new planting, the 
availability o f capital and labour for new planting, and the wiilino. 
ness o f smallholders (and of landless people) to take up land some 
distance from the existing holdings.

Although a policy o f extensive new planting would divert some 
labour into the industry and to this extent may be said to enhance 
Malaya’s reliance on rubber, the actual diversion would be much 
less than would appear at first sight. There are thousands of 
share tappers and casual labourers working on rubber smallholdings 
for low incomes which they have to accept as they po.!sess no 
rubber holdings o f their own. I f  the.se people became small 
owners the number o f rubber .smallholders would increase, but 
there would be no change in the number o f people dependent on 
rubber for their livehhood. The real change would be the 
substitution o f small owners for wage-earners and casual labourers.

Whatever may be tlie detailed merits o f the proposals which 
have been made, decisions on these matters cannot be postponed 
much longer. A t the present time (January 1947), in spite of all 
the obstacles put in their way, the N.E.I. native producers are 
exporting at a rate o f 300,000 tons a year ; in French Indo-Chiriii 
production is expected to reach an atmual total o f 100,000- 120,000 
tons within a year or two o f the political settlement. In face of 
the policies which have been so persistently pursued, and which 
still permeate official opinion in M alaya, the implications are 
senous not onjy for M alaya but also for tlie whole of British 
colonial economic policy.



ON AN„ PHO.PECTS O.  M.LAVAN R . B B E .

N o t e  o n  t h e  A s s u m p t io n s  o r  D i a g r a m  I 

I  is  b a K d  <m Ih c fo llo w in g  M su m p tio m  :D iagram  !

- H .  a t  a  o r8 0 ,0 0 0  . . .
(M Estates

per annum p er annum

S  ex isting  budded estates w ill average  m  lb.
(,) T h e ro ltov ing y ie ld , a rc  assom cd for estates to be rep lan ted

M  Y M .  on existing seed ling  rubber w ill average  400 lb . per acre  p
*  w ill average  800 lb . per acre  per annum .

' S ' ’
6-7
7 -8
8 -9

(/)
A ge

(y ea rs )
7-30

31-32
92-33
33-34
34-35
35-36

Y uld  
a b ja c r e )  

100 
, 200 
. 400
. 500

Anf
[ y e a i s )

9 -1 0
10-11 
1 1 -1 2  
12-13

r u id
{ lb .!a cre) 

700 
900 

1,100 
1,200

T h e following y ields have been assum ed for snrnllholdings ;

Yield Age
(lb ./acre)

600
575 37 -38  ........................................
550
525
500 1 4 0 - 4 1 ........................................
450 ! O ver 4 1 ................................

rield  
(lb ./acre) 

400 
300 
200 
100 
50 

Nil

i





A P P E N D IC E S  

a p p e n d i x  a

the v a l u e  o f  t h e  a g r i c u l t u r a l  a n d  m i n i n g  
OUTPUT OF M A LA YA , 1929 AND 19 3 2 '

FM.S. Retrenchment Comnmsion (1932) In its (W ' ^

r  " L g h  e ,t i .a te  of

m r n m m™rcDt for retail distribution which figures as difference between 
whoLale and retail prices', and gross ° f  fo re ig n  trade wh
are represented by the difference between retail

fl!*rlared imoort valucs, ‘ and we have assumed this difterence to
25 peT cent of the declared value The Commission omitted to 

sav * a t  much of the rubber and tin was produced by companies 
tomieiled outside the F.M.S., and the gross proceeds should not therefore 
be included in the F.M.S, national Income, The Conunissioncrs were 
L S y  somewhat unorthodox on invisibles, as can be seen from the 
S w i n g  statement: ‘ Profits on J ^ e
invisible imports M  entering into individual incomes, rank, of cou^e 
for inclusion into gross National Income . . .
are, in some respects, fortuitous m character and might, il they o c c m ,  
be regarded as bonuses.’ The C o m m i s s i o n s  calculations of crn^n  
dements in the gross agricultural output, such as livestock and forest 
oroduce, may, however, be useful. , .  ,

The sole purpose of the rough calculauons wluch follow is to 
the im p o rtaL  r f  rubber and tin in the Malayan ^
and 1932. From die scanty data available, notlung more a“ bitiom 
than an appro.ximation to the orders of magnitude can ^  exacted  

The cakulation of the value of mining output-138 ^
in 1929 and 46 millions in 1932-is  based on figures in Sir Lewis Fcrmor s 

upon ,)u M ining InJuslry o f  M alaya. There is no 
th fa c c L c y  of his careful work. Some of the ^ave tad t ^ te  •
estimated, but the totals are unlikely to have a margin of error above

'  "n restim ate  of die gioss value ^
hazardous, although acreiige figures of the areas tmderdie ̂

‘  Cf. p. 15, above. 
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officially estimated. Only very approximate yield figures are, howev 
available for other crops, and these not year by year but as aTw 
esliniates published by members of the staff of the Department r 
Agrrirulture, whenever they investigated the conditions of productlo°* 
of individual commodities. These are found occasionally in the AnnM 
Reporti of the Director of Agriculture, or in articles in the M.A.J 

Esdmates of prices at which the output is to be valued are even 
more approximate. For rubber and tin, export prices calculated from 
the F.M.S. trade returns furnish reasonably accurate figures. For our 
purpose, these are preferable to any given set of market prices, since 
cjcport prices are calculated by dividing totiil net exports by the quantity 
export^, and no further allosrance need be made for the different grada 
of rubl:^r produced. For padi, neither die Singapore price nor anv 
other market index can be used, as th<̂ e all refer to imported rice or 
padi. The price paid by the government rice mill at Bagan Serai in 
Perak for Malayan padi is probably the best single price to take. For 
coconuts, coffee and tapioca the prices used arc those in the Annual 
Reports of the Director of J^riculture or in the market reports published 
occasionally in the M .A .J. As rubber, for which accurate figures arc 
available, was by far the most important item in agricultural output, 
the comparatively large errors in the estimated value of the other items 
do not affect tl\e total results very greatly. Nor is the calculation of 
agricultural output much affected by discussing gross figures only, as 
the value of purchased fertilisers and of draught animals was negligible.

The estimates of 430 ±  20 millions and of 130 i  15 millions for 
the agricultural output of Malaya in 1929 and 1932 arc based on the 
following calculations ^;

Rubber. The Malayan output of rubber for 1929 and 1932 can 
be estimated at 446,000 and 417,000 tons respectively. The 1932 
figure is official, a.s are most of the component elements in the 1929 
total, which is subject to a margin of error of not more than 1-2 per 
cent. The value per ton of net rubber exports from the F.M.S. was 
772 dollars in 1929 and 159 dollars in 1932. On this basis the total 
Malayan output in these two yeare can be valued at 344 and 66 million 
dollars.

Padi and rice. The output of padi and of the rice derived from ii 
used to be officially estimated, 'i'he official figures for 1929 and  1932 
were : padi 126,229,000 and 197,103,000 gan iangs (gallons), rice 180,000 
and 291,000 tons. The 1929 figures were probably under-estimated 
and should be raised by about 7|-10 per cent. The average price 

‘ TUe data have been taken from various aniclcs in the M .A .J.. as wcil as fwio “ 
number of official publications, including the Annual ReporU ofihe Director of.-VKricultuK. 

and IvM .S., ol ibc Registrar-General of Statistics, and of the F.M.S, Dfparm*''"' 
Customs ; from the Malaya,, Rubber S tadstia  Handbook. Ih-m the 

^  (1930), and from the R ^ r t  o f  th, F .M Ji. R etrmhnm t
(1932). Some of the data were foiuid in the semi^fficia) OiUliiv o f  AfoMr® 

■\pu^lu,t (1936), by D. K . Grisc



a p p e n d i x  •

”  “ "“p r .  r t t  ou 'pT ^  and of rice may be valued at
jwoyeare- io  ,.n _„  „«(! for 1932 at 15 and 17 milhons. The 
l “ o f ? L C u t  only h ;., of course, been included in our calculat.on,
r f  the v a l u e  o f  y c u t e a l ^ o u t p u t ^ ^ ^ ^ ^

Cocoml „ f  460,000 acres were mature,

i = ; 5 § S r , £ T ? i : H S S ^ ^
: “ r . b r e s l a « ' o f  rhe Jalue of sn,allholde.- - o n ^ t  p ^ u «  m 
that year, including the value of coconuts consumed b> the .
The yield on estates in the early 1930’s was around 10 “ pra or
Tghliy less. The average price of estate copra was  ̂J d e l ta
oe? t i lu l  in Singapore in 1932, and the mature estate area about IfiO 000 
S r e t  The estate output of coconut products ^

Cxnorted in copra form) in 1932 may accordingly be valued at
6 million dollars. The total Malayan output in ^ 32  "!»y 
taken at 16-17 millions ; net exports of coconut pr^ucts m that year 
were 13 million dollars. Net export of c o c o n u t  products totallrf s^ ie  
224 millions in 1929 and the output may therefore be valued at 2 ^ 2  
millions. These results tally closely xvith the estimates of the Malayan
VcEetablc Oil Commission of 1934. <nnonsnnim

Pineapplis. The 1929 area was estimated at between «,00O-5O,0TO 
acres and the yield at around 3,000-1,000 fruits per acre. 
by growere fluctuated substantially, but an average of 1-60-1.80 dollars 
per hundred fruit appears reasonable. On this basts, the 1929 pmeapp 
L " p  may be valued at about 4 million dollars. In 1932 acreage 
wa., larger but prices somewhat lower ; an approximate estimate of
60,000 acres, and an average price of 1.30 dollan results in an s
of 3 million dollars. , .

Palm oil and ker,icls. In 1929 the enure production was 
with a total value of 500,000 dollars. In 1932 some 10 
the noorer oualitv oil and kernels were retained for local soap man 
f m u r  Exports'n that year were 1-2 millions, and ,he total output
may be estimated at 1-3 million dollars. ;„ j;rn ion

Arua m ts  For this commodity net exports are a rough indicauon 
of production. They were 6-2 million dollars iu 1929 aijd f  j  
in 1932 To aUow for the small local consumption ol Malayan mts, 
L f f i g u r l  may be rounded off to 6J and 3 millions respectively.



T ^ o ca  pTtidmU  ̂coffee, gambier, tobacco, tea, otIuT spices, fr u it  and veMohl 
Some of these were historically associated with the early dcveloDini!' 
of Malaya but were oflittle importance by 1930. The output of lob^^ 
M'as negligible in 1929 but developed i-apidly during the slump yea"̂  
Tlie output of vegetables also expanded substantially between 1929 and 
1932. The cash value of the output o f all these products was small- 
10 ±  2 i miUion dollars for both years appears reasonable.^

UvfSlock, fishing output and fo r e s t  products. The only way to t̂imaie 
the value of live-stock produce and of the output of fisheries and of 
forestry in 1929 and 1932 is to start from the F.M.S. Rctrenchmeni 
Commission’s estimates for 1931, compare the numbers engaged in 
these pursuits in the F.M.S. and in Malaya (largely on the basis of the 
1931 census) and to allow for price changes between 1929, 1931 (ihe 
year to which the Commission’s estimates refeired) and 1932. For 
livc-stock produce the rwults have been checked roughly w-iih a few 
figures of the live-stock population in the various Malayan administra­
tions. The following estimates resulted : live-stock and milk 16-18 
million dollars for 1929, 12-13 millions for 1932 ; output of fisheries 
24-26 millions for 1929, 14-16 millions for 1932 ; forest produce 8 
millions for 1929 and 6 millions for 1932. These figiues, especially 
those of the output of fisheries and forestry, are subject to a wide margin 
ol’ error.

The estimates gjven earlier of the gross value of Malayan agrirUlturcil 
output in 1929 and 1932 excluded fisheries and forcstvy ; additional 
amounts of 30-35 millions and of 18-22 millions would cover these 
for the two years.

* Im pression :* fo rm ed  a f t e r  a  v is it  to  s e v e r a l h u n d r e d  amaiUirjidings in Maiaya in 
I94C su g g e s t  iha l th is  i t e m  m a y  h a v e  b e e n  c o n s id e r a b ly  xindcrvaiucd. •Hie gt-ncral 
o r d e r  o f  m a g n itu d e  o f  th e  e s i im a lc a  o f  ih e  a g r ic u h -u r a l o u tp u t  a s  a  whole is not affcc tc-d, 
a n d  a s  ns3 r e l i a b le  f ig u r e s  a r e  a v a i la b l e  fo r  a  c a J c u b l io n  o f  tiiis i l e n i  fhe original csiimaie 
h a s  b e e n  r e ta in e d .



a p p e n d i x  b

SUPPLEMENTARY D A T A  ON THE RESPONSE OF 
PRODUCERS TO SLU M P PRICES

T,,. following w o  l f e r ‘ IK O ^T hey s°upt.'l™em
c l« c s  o f  °  ■ „  3 , T h e  f i r s t  t a b le  h a s  b e e n  c a lc u la t c d

T a b la  I I  “ 'I, ’  '  f  P la n ta t io n  R u b b e r ,  th e  s c e o n d  h a s  b e e n
6r„m D r .  W h u f o . d  s R e p ^  „ t  . n r o r m a t io n ,

too  lo w .  _  T
T a b l e  I

J o U M  Capaaty (D r. W k i t M ’s . U j r . t . )  a M A . t . . i  O.tput o f  

G roup s o f  P ro d u ce r , 1 9 2 9 -o -i
(Thousand tons)

Aoirage London price: pence per lb.

M alaya : Capacity
P ro tlu c U o n — q u a n t i t y  ■

as %  of c ap aa iy

N.E.l. Capacity • • . • • '
estates: Produciion—quantily - •

„ as % of capacity

N.E.I. 
natives :

C a p a c i t y ....................................
Production—quantity . •

„ as % of capacity
Ceylon : 

Sarawak:

C a p a c i t y ....................................
Production—quantity • •

„ as %  of capacity
C a p a c i t y ....................................
Production—quantity • •

„  as %  of capacity
C a p a c it y ....................................
Production—quain ity ■ •

,, as %  of capacity

Britah 
North 
Borneo ;

India inch Capacity . . • •
Burma : Pr<^uc(ion—quantirs'

„  as % of capacity
Siam : C a p a c it y .....................................

Production—quantity . -
„  iis % of capacity

French 
Indo­
china : 

Total:

C a p a c i t y .....................................
Production—quantity . •

as %  of capacit>-
C a p a c i t y .....................................
Production—quantity

%  of capacity
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1929 ; 1930 1931 ' 1932 j 1933

10-3 5-9 3 1  . 2-3 ; 3-2

464 477 ' 498 ! 520 1 533
446 ' 443 ; 437 1 417 ; 461

96 \ 93 j 88 : SO 86

160 ^ 165 : 177 i 200 1 229
151 ' 152 i 164 149 ; 170
W ' 92 ■ 03 1 74 ; 74

122 ' IG2 212  ! 264 1 308
107 i 88 I 87 ; 61 1 113
SS 1 34 ! 4J 1 23 37

81 1 82 1 82 84 ' 83
80 ■ 76 62 I 49 64
93 '1 93 'i 76 i 6S i
12 1 I 21 \ 30 i 40
11 11 10 ' 7 ' u
91 ! 79 ■ J8 ' S3 23

‘ 9 10 ' 11 i 13 14
' 7 7 6 : 5 8

i  ™ ; 70 55 33 57

14 i 14 14 14 15
13 12 ■ 10 4 5
93 S6 1 7 i 55

6 ' 6 7 ' 11 ; 16
4 ' 5 4 3 7

1  67 83 ' 57 27 ; 44

11 : 13 15 i 22 28

9 I 10 n 13 17
■ 77 73 .55 60

, 879 
■ 828

: 943 
; 804

1,037
791

1,150
708

1,208
839

SS 76‘ 61 66



T a b l e  I I  

Index o f  Rubber Produciiony 1930--32

(1929 =  100)

1930 1931 1932 1932 ouipm as '
. p rr  cent, o f  catm ty

97 98 98
N.E .I. estates............................... 100 108 100 ' 75
M alayan  sm allholdings . 101 97 89 1 7-5

Sub-lotal . . . . 99 100 95 SO

C eylon .............................................. 97 79 63 I 59

N.E.I. natives , . . . 83 82 57 \ 23
Ind ia {including Burm a) . 86 64 30 1 27
S a r a w a k ...................................... 94 89 62 1 23
British North Borneo . 96 82 63 i -10
S i a m .............................................. 100 100 Ij 68 ' 31
Others (chiefly African and 1

South Am erica) . . . 69 54 32 m

Sub-total . . . . 83 78 I: 52 \ 23

French Indo-China . . . 102 119 1i 143 S9

G rand Total % 94 i 84 59



a p p e n d i x  c

t h e  d a t a  u n d e r l y i n g  t h e  r u b b e r -r i c e

COM PARISON  

T„. foLowin. note. sun.marise the sources „ f .he data for Tables I a,td

"omped&n and Chinese dealer, (and after >934 o J a p a ^ -
„,erchant. as well), together with the prox.m.ty of * e  
.mallholdings districts to the larger towns, explain the remarkably

“ t I”  price of padi for 1929, 1932 and 1933 is the average price paid 
for Malayan padi by the government mill at Bagan Serai 'n 
The corresponding figures for 1930 and 1931 could not be traced, but 
have been calculated on the assumption that the proportionate change
in the average price from 1929 to 1930 and 1931 was V 
same order as changes in the unit value of padi in the >
,lus was true for 1929. 1932 and 1933. The pnee paid by the g o v « -  
ment mill was almost certainly higher than the average price 
for Malayan pad! in the interior, and to this extent the comparison

'" ‘S t e S i l t S  Malacca has been taken ^ n i  the o M a l
iinnual M ala,a A vmg^ F ria s -, for inland centres like 
occasional figures only arc available, and these do no i . ^  
from the price in Malacca. The average yields of padi and nee have

‘  Thtrc ar,, several rciuom for th t variation, la  th t margin v,ith 
of Ihc chargc. (including .h . export t a x - l h .  up-coun«y P ™  

p»yn,=„, „ r „ ; 2 ,  taxe,) w cr . « p r ^  a ,
tiJling market >upplio tended to contract .ad bidding for the redncM ^  ^
teener. Again. >cr»p rubber and other lower grade, were not co
very low pricei. which also resulted in a  ralling.ofr of lupphes for
t te e  f a c L  reduced the average .pread b e «e e n  ,he S W "  a » J  up-country qu
tioiu for .uch rubber M wa> «ini produced a l ume« of low price..
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been calculated from the official estimates of output and acreage k 
1929 and 1930 the official estimates of total rice output have been raisll 
by 10 per cent., as subsequent information revealed that the 
figures under-estimated the yields in those years. ^

Costs ofproducuon are more difficult to estimate, especially as rar» 
items in the cost of rice production were paid for in kind, and ofiol 
varied with tiic yield. The figure of 30 san tangs (240 lb.) of dean  ̂
rice per acre as the rice equivalent of the cost of production is certain 
to be conseivative. It is substantially below the estimate of the Malayan 
Rice Cultivation Committee of 1930. The figure has been adopted aficr  ̂
correspondence with Sir Harold Tempany, formerly Agricultiu-J 
Adviser to tlie Secretary- of State for the Colonies, who was Director of 
Agriculttu-e in Malaya throughout the depression. In compariog 
rubber and padi as cash crops, it was necessary to express in cash the 
costs of padi production. The figiu-e o f 30 gan tangs was multiplied bv 
the Malacca price of rice and one dollar deducted to allow for the 
absence of milling when the crop is sold as padi. The conversion of 
the expenses in kind into cash costs at a retail price necessarily inflates 
these figures ; on the other hand, 30 gan tangs is undoubtedly a conserva­
tive estimate of the expenses in kind, while the estimated price of padi 
is also generous, so that the net figure (col. 5 of Tabic II) is unlikely to 
be seriously affected. «

The expenses of rice production were appreciably higher than tlie 
cost of rubber growing on family-tapped smallholdings, jis the rubber 
requires no plough, draught animal, manure or seeds. In June 1932 
the Kuala Lumpur correspondent of the Straits Times estimated the 
cost of smallholders’ rubber in Selangor at onc-half cent per lb. excluding 
rent. The bulk of the smallholdings acrcage under rubber in Malara 
paid rent at approximately the same rates as did the estates. The 
tost of rent was about one ccnt per lb. in 1929-31 and about one-lialf • 
cent in 1932 and 1933 following a general reduction in rents iu 1932. 
Other ttcma, notably the cost of coagulants and tools, have been assumed 
to average one ccnt per lb. in 1929-30 and one-half cent over 1931-33.

Tlie figures differ slightly from those shown in ‘ Some Aspects of 
tlie Malayan Rubber Slump’, Economica, November 1944, ;is they 
embody some minor revisions.



,  choice of

” ' r  r  c o S “ emp. to the grosa yield per surface

If has been claimed that vcrv low stands, say 40 or 50 trees pei acre 
L uM Kive such high yields per tree that the proB« per acre would 
be higher than on the more densely planted areas.  ̂ rJ^'^Tv

er!rugh evidence to support this view, which would be vahd on y 
on extreine assumptions. The smallholder naturally also ™ hes to 
increase tlie output per tapper and obtam a higher reward for his own 
“ f . ;  a g iven ^ en d itu re  of effort. A  widely planted holdrng 
would; hoNvever, necessitate the collection and t^aiis^rt of latex from 
an area so extensive as to be beyond his rcach, w-uh hjs lim.ted equ.pmen 
and labour. In view of his small capital the smallholder must aim at 
obtainine a maximum output from a small area.

" In deciding the optimum stand, the estates should, strictly speaking, 
consider not only the relative yield per tree at various P>“ “ S 
but should also estimate tlie ratio of the pnce of rabber f.o.r. estate 
and of direct costs per lb. over a period of years, as different assumpUons 
about this ratio would call for different stands per acre.

This ran be simply illustrated. Suppose that over a number o 
years a more densely planted area yields l.WO lb. per acre as agaimt 
800 lb. on a less densely planted area. Unless prime piofits p .r b̂  
(the difference between the price f.o.r. estate “I'd ^
estate) on the second area exceed those on the ^  
cent, the more d e n s e l y  planted area will be the bettei "
Assume that tapping costs are 3 cents per lb. on the ^   ̂
per lb. on the second plantation. If the pricc exceeds otliei .tents m 
Let eost by 10 cents, the prime profit is 7 «  P“' 'V  *
and 8 cents on the second area ; the ratio in favour of the se^nd 
insufficient to offset the larger yield on the first
thus the better proposition. If. however, the price exceeds direct cost

: to combine hi«h yi.ld. per Irc p.r .urfac. ..it  U
discusat:U above, pp. 2 6 1- 62 .



other than tapping cost by 5 cciits only, the ratio of prime profits 
lb, between the two areas will be three to two, and the less dcn^ 
planted area becomes the more profitable. ''‘V

TJius in deciding on the optimum planting density, the choice 
should be influenced by assumptions about future costs and prices 
well as by such obvious considerations as yield per acre, quality of\r 
soil, losses through disease and windfalls, and the possibilities and the 
economics of future thinning out on a selective basis. The thinn̂  
stand, witli its lower tapping costs, would prove somewhat more profuable 
in a period of very low prices. It is also possible that planting dcnsitv 
may influence the distribution of yields through time but on this subject 
there is no information. It would appear that these factors are not 
assessed ver>' cswefully in estate practice, partly no doubt because in 
view of tlie wide price fluctuations, assumptions about prices and costs 
for more tlian one j'ear ahead are largely gueswork.



a p p e n d i x  e

s s a s f E s a s
c o m p ile d  on a reasona)>ly consistent basis.

T a b l e  I
Amaic a s ,  o f  Production »/ R M er  Companies M i n / .  R^lurns ,o Ihe 

Rubber G m um ' Associatuin, 1929-3J
(Pence per lb.)

Financial year 
tnding in

All-in cost

1929 
1st quarter
2nd
3rd „
4th

1930
1st 1quarter
2nd

' 3rd „
4th

1931
1st quarter
2nd
3rd
4tb

1932
1st quarter
2nd
3rd
4ih

1933
1st quarter
2nd
3rd
4th ;;

Petwe ludex “

6-58 1 m
6-31 100
5-88 j 100
5-93 ; m

6-32 96
6-51 i 103
5-70 ' 97
5-35 1 itO

1
505 1 77
4-41 ! 00
3-93 67
3-46 ;

1
53

3-09 I 47
3 02  1 4S
3 13  1 53
2-78 ! i7

2-34 1 36
2-52 iO
2-89 49
2-95 50

Pence j Index “

5-71 100
5-57 100
5-26 m
5-29 100

5 ‘i5 97
5-83 105
512 98
4-72 S9

4-40 77
3-84 09
3-38 64

1  3-02 57

1 2-71 47
1 2-61 47
i 2-63 50

2-34 44

I Not available

Average Lawion p rk t
o f  rubber fin■ cvrre-

sponding fitiaraitU y ta r

Pence \ Index “

9-54 I 100
9-94 100

10-29 . 100
10-26 ■ 100

9-37 ! 9S
8-41 1 S4
6-97 1 68

! 5-91 1 S8

4-97 i 52
!  4-06 1 41

3-48 S4

!  !
31

; 2-69 ' 28
’ 2-38 ■ 24

2'31 it
: 2-34 23

i  2-22 .
2-50 25

1  2-84 i 2S
3-25 ' 3-J

«T he index figures are cxprcsseo ...
coding in the corresponding quarter ot 19*^-

There is much mlscellamous inlbrmation avallaUe to “ "A™ 
figures ; company reports, statements by company chairmcn, g»

» Cf. pp. 32-33, above. ^
“ Their basis is sumtiiariscd above, p. 1 -

365

i



of<K/Aw enquiries (such as that of the F.M.S. Rubber Taxation Comm’ 
of 1931), aa intei-esting published memorandum by the Negri Semb?''- 
Estate Owners’ Association (1932), papers by well-known experts fn 
Whiiford, M. Yves Henri, and Mi-. F. D. Ascoli) ; all these indi 
a reduction of f.o.b. costs to, or below, 2d., and of all-in costs to 

by 1932.
The costs of 45 Malayan dollar companies luive been cxtract&i 

from a publication of a Singapore firm of stockbrokers. The costs 
arc consistently compiled all-in cash costs delivered Singapore. ^

T a b l e  II

Average All-In Cash Costs o f  45 D ollar Companies, 1929-33 
(Straits cents per lb.)

1929 1930 1931 1932 1933
Cash cost . . . 22-76 17-82 10-99 7-60 ft OS
M u  . . . .  100 IS  4S 3.3 3S
Singapore price of rubber. 34-4fl 19-31 9-96 701 1023

. . . .  100 SS 29 SO 30
The index figures ui iliis tabic are expressed as percentages of the 1929 levels while 

ihoM in Table I show prices and costs as percen laga of the fiDandai years ending in the 
correspondii^ quaner of 1929. This must be borne in mind when c<jmparing the falJ 
in rosu recorded in tbe two tables. For example, ilic  index of the costs of iocaily-owncd 
cornpanjfs (Table II) is 33 for 1932 ; ihis should be comparet! w k h  ihe foitrth. ,̂uarter 
c t im p ^ i«  sn lab le  1, the index of whoitc all-in  costs stood at 47 in 1932, and that of 
their f.o.b. c c e t s  at 44. (It is the f.o.b. c(Wts of sterling companies, radicr than ihw 
ali-in costs, whjch should beset against the cash costs oflocally  o\vnc6 companies, which 
mcur no or only very small, freight changes.) For 1933 the index of the costs of l.jcalK- 
doni^JKi companM-s is 35 and that of the all-in costs of fourth-quarter sterling compaiiio 
u  50 (tlie f.o.b. costs for that year arc not availab le).

Thus by 1932 the average cost of these dollar companies was barely 
one-lJiird of the 1929 level. The details show that the costs in 1929 
of the cheapest producer among these dollar companie.s were 60 per 
cent, higher than those of the highest cost producer in 1933.

The locally registered enterprises were on the whole less sU-ongly 
bnanced than Ihe sterling companies, and were forced, and at the same 
time able, to cut salari^ and wages more severely ihaii the more 
prMperous enterprises. I ’he Incorporated Society of Planters (the 
profe«ional association of Malayan estate managers and assistant) 
was inclined to offer stronger resistance to reductions of ŝ ilaries by 
companies with ample reserves; the Labour Department was also less 
prepared to consent to near-starvation wages on estates which still had 
cash reserves than where the alternative was closing down. Pressure 
by the authorities for prompt payment of rents was also gieatest on 
companies with substantial cash reseivcs. It had been noticed early 
m thê  slump that the survival of m^my enterprises depended more on 
their fmancjal resources than on their costs, and according to a Malayan 
wit the struggle was for the survival o f the fattest, rather than for that of



a p p k n d i x  e

Th. h.avier cuts by the financiaUy weakest enterpriKS 
*' *>““ '■ h L a ^ e B re e  their poorer life expectations. It was by 

a greater reduction in dollar company costs

that ‘X T  of abnorm ally low salaries

,t the time by a num ^  ̂  Association

f a t  all, as tlie inevitable increase in  salaries and ^vages would be oHset

*’’’ S ? e l l l t t * f a l l  in  the various cost items emerges from the table on 
page 358, extracted from the R.G.A. cost rettu-ns.

The average costs of the last-quarter ‘ ^he
liU by 3-15rf {from 5-93rf. to 2-78</.) between 1929 and 1932 The
proportionate declines in the two most important items
Manufacture and dispatch, and general charges) were very sim ilar, 
diough as w ill be suggested below, the fall in  the former was due very 
kreelv to wage cuts, while increased etSciency played an important
part in- the reduction in  general chargcs. '^ '=  f^^ T q ^ 'lc v e t  bv the 
uDkeep of the mature area to alxiut one-sixth of the 1929 level by th 
Md of 1932 is particularly striking ; here, too, technical improvement 
was a factor besides postponement of expenditure and wage reductions. 
The comparatively small reduction in head-offlce expenses is m accordance

" " ' ' i t ^  Kmpting to estimate the relative shares of increased efficiency 
and of the wage and salary cuts in  the remarkable ^
An accurate e s tim ate - if  it could be made a t a ll -w o u U  be 
lengthy, but an approximation is possible by comparing estate c o s t s  
in 1937 w itli those in  1929. By 1937 M alayan  estate wages were back
at 1929 levels, while restriction, especially during the second half of 
the year, pressed very lightly on estate producers F.o.b. costs m 1W7 
were about 75 per cent, of the 1929 levels, and all-in costs some 75-80

. Th. dollar wh«e w=i. reviewed i .  Table “  *
Wge,t and itrongM of iho locally-owned enlerpruea, and the faU n 
underalatea the average cost reduction which took place on oc '  P 
Of. Dr, Whitford’,  oteervadon : ‘ The lowe,. cost e,tat« * 2 .  j S
credit or widiout or only with very low cash reserves , *f«r< »'• « “»

“  Z ' e S r e l  ex tn p le  was found iu the action of the manager r f  a 
»tnpany, die fund, of which had vanished by 1932. He c o u n te d  »

eash’paytnent in re lutn for a  parcel of sp eaally  J .
1934 thfi market value of the ilmres had nsen sharvly and the manager ftaa 
c*«*llcnl bargain.



t h e  r u b b e r  i n d u s t r y  

T a b l e  III

Suhdiviston o f  Costs o f  Production o f  Rubb^ Companies Furnishing (
the R.G.A.-, 1929—32

(Pence per Ib.)

1st
1929 1
quarter i 0-70

2nd j t  i 0-70
3rd

I 0-63
4th »  ■ 0-84

1st
1930 i  
qim rter 0-83

2nd 1 0-94
3rd , 0-71
4th M ! 0-73

1st
1931
quarter ; 0-58

2nd : 0-39
3cd ”  1 0-36
4th " i 0-26

1st
1932 1
quarter i 0-26

2nd „  ; 0-20
3rd >. ! 0-22
4th 0 1 4

1-76 0 0 5  I 0-29 ; 0-35
1-60 0 0 3  ■ 0-23 ! 0 3 4
143  0-02 0-37 i 0 1 8
1-27 0 0 2  0-25 0-21

M4
1 19
115
1 03

002
0-02
002
002

0-11 j 0-27
0 1 4  0-27
0-33 I 0 17
0-23 ' o i y

3-09
3-02
■i-Vi
2-78

per gent. From the defiled cost figures of a number of Malayan 
enterprises it appears that direct f.o.b. costs were only some 5-10 pfr 
cent, below the 1929 figures, while indirect f.o.b. costs were some 30-35 
per ccnt. lower. This bears out the conclusion * that a substantial 
proportion of the reduction in indirect f.o.b. costs reflected increaico 
efficiency (including the abandonment of certain forms of exj)cnditure, 
subsequently discovered to have l>een superfluous), while muih die 
larger proportion of the fall in direct f.o.b. costs was the result of 
cute.

* Cf. * Rubber Proclartion Ckjsts During the Great Dcprprsinii Economi' 
Dcccmber 1943.

Jouinoi.



r u b b e r  p r o d u c t i o n , p r i c e s  a n d  a c r e a g e s  in  
M A LA YA  AND THE N.E.I., 1929-33

T ab le  I  O u t p u t  a n d  P r ic e  S ta t is t ic s  o f  t h e  M a la y a n  R u b b e r  In d u s t r > - ,  

1 9 2 9 - 3 3 .

T a b ic  I I  M a t u r e  A r e a  i n  M a la y a  a n d  Y ie ld s  p e r  A c r e ,  1 9 2 9 - 3 3 .

T a b le  I I I  O u t p u t  a n d  P r ic e  S ta U s t ic s  o f  t l i e  N . E . I .  R u b b e r  E s ta te  

I n d u s t r y ,  1 9 2 9 -3 3 .

T a b ic  I V  M a t u r e  E s ta te  A r e a  in  th e  N . E . I .  a n d  Y ie ld s  p e r  A e r c ,  

1 9 2 9 -3 3 .

T a b le  V  O u t p u t  a n d  P r ic e  S ta t is t ic s  o f  th e  N . E . I .  N a t iv e  R u b b e r  

I n d u s t r y ,  1 9 2 9 -3 3 -

T a b le  V I  T o t a l  N . E . I .  R u b b e r  P r o d u c t io n ,  1 9 2 9 - 3 3  ; E s ta te s  a n d  

N a t i v e  P r o d u c e r s .
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T a b l e  I I

M a tm e  A r« i m  M d y a  a n d  r , e l d s  A m ,  1 9 2 9 -^ 3

1929
1930
1931
1932
1933

Sm aW w ldm gs_

j 0 )  i _W  . (3)

' 1,340 I 410 939
1,337 ’ 380 , 960
1 429 ; 375 , 98d
1 464 ‘ 365 1,023
r,522  ̂ 355 1,060

T u ld
M atu re \ T u ld

{lb. p er  
a a e )

QTtOi ' 
(thousam l '' 

a cres)

[lb . p e r  
a cre)

(4) ' (5) (6)

465 1 2 ,279 ; 440
460 2,347 : 415
445 ' 2 ,414 !; 405
385 i 2,487 375
465 2.582 400

N O T E S  T O  T A B L E S  1 A N D  I I

Throughout 1929 prices w ere a l  levels a t  w hich there w as no inducem ent to 
m rtail output. M oreover, tnonU.Iy output an d  export . t a t a t r a  for th a t y » r  
„ T ta  m an y  w ays deficient, as w ell as being affccted in  the « r l y  m^,nth, b y  the 
aftermath of the Stevenson schem e, no tab ly  th= sh ipm ent of “ P
anticipation of the w ith d raw a l of restriction. For these reasons, an n u a l totals 
only i c  g iven for 1D29 aga in st q u a rte rly  figures for subsequent years.

T h e unad justed  production figures are  official. Seasonal v ^ t i o n s  h aye  
been e lim inated  on tlie  basis o f the d a ta  published by  * e  U .S . I ^ a r t m e n t  of 
.Commerce in  T rad , I n fo m a l im  B u lk lin  No- SOI. Sn ia l holders “ '“ P " '
» t im atcd  by  the R eg istrar-G eneral o f Statistics m  the followmg w ay  ^ 
holders' production -  net exports r  local consum ption +  changes m  stocks
-  estate production. In  p ractice  th is m eans : sm allholders’ production -  total 
exports +  end-m onthly d ealers ' stocks +  end-m onthly
monthly estate stocks + local absorption -  estate, po rt an d  dealers stocks a t  
the beginn ing of d ie  m o n t h  -  estate production -  foreign im ports. Ih e  
resulting figure a c tu a lly  shows sa les o f rubber by  sm allholders to dealers, w t a h  
rep re scL  the output of a  few weeks before. T h e  f i g u r e s  subjcct to a  
ot error w hich m ay  be considerab le for an y  g iven  m onth (p a rticu lar iy  “  “ 
ptoportion of the im ports w ere  w et rubber whose d ry  w eight had  “  
hut is very sm all oyer the yea r. A fter the introducuon of 
Mth q u arte rly  coupon issues, the m onthly figures b « a m e
but the y e a r ly  to ta l continued  closely  accu ra te . F c  c
(2,000-3,000 tons) between various estim ates o f the 1929 output, as 
production for th a t y ea r can  be ca lcu la ted  only ind irecdy . ,

No regu lar series i f  S ingapore prices of Chinese smoked sheet - u l d  1 »  fo u i^  
in London. T h e figures quoted  have been m ade av a ilab le  by  the 
tlie United B a llic  C orporation ; th ey  a re  the prices p a id  by  thu  ir  
smoked sheet (genera lly  g rades no. 2 or 3). cv«rfm.i •

The a rea  out o f tap p in g  excludes areas rested 
another 3 -10  per cent, o f the m atu re  a rea  was untapped  u iid ir  th ng



Until Ju n e  1931 information about the estate a re a  out o f tapping was avaiUvi 
for the S .S . and  F .M .S . only, and  as the form er a re  d t ^ i t e l y  unrepr^nt-,- 
f .U .S .  figures only are  given.

The acrcage statistics of the various U .M .S . w ere  still unsatufactorv ' 
1929-30, especially as regards the date  o f p lan tin g  ; th ey  improved graduLl'” 
though age distribution of sm allholders" rubber is s t ill somewhat conjcctura!’

A ttention m ay  be dravm  to two points : th e  forw ard-rising trend of small 
holders’ output, and  the rem arkab ly  h igh  leve l o f sm a llh o ld e r ’ production ai 
the cod of 1933, when i t  exceeded the ra te  o f estate  output (seasonaJIy adjujied) 
though the m ature sm allhold ing a re a  w as abou t one-th ird  less than the mature 
estate acreage. The m atu re  acreage  figures a re  based on the records of the 
I.R .R .G . ; these differ som ew liat from Dr. WTiitford’s estim ates, though the 
discrepancy is very sm all w hen Dr, W hitford ’s revisions are  allowed for. The 
figurra have been rounded off to the nearest 1,000 acres an d  the yields to the 
nearest 5 lb.





TH E  R U B B E R  I N D U S T R Y  

T a b l e  IV
Mature EstaU Area in the N.E.I. and TUlds p er Acre, 1929-33

1929
1930
1931
1932
1933

Area
{ifwusand

acres)
(1)
374
383
393
406
430

rield
{lb. p e r  

acre)
(2)_
390
385
400
325
380

O uter P ro v in ces N.E.

\ Area ; r u i d Area
\ {Ihousand \ {lb. p e r (tkouiatul
\ a a e s ) 1 a cre) a cres)
\ (3) \ _ w _ . ; (5 ) ^

; 503 ! 375 877
! 519 i 365 902
! 536 1 390 929 i

556 1 360 962 ’
1 5% j 360 1,026 ,

ruid
{ll>.per
acre)
(6)
380
375
395
345
365

NOTES TO TABLES III AND IV

The N.E .I. authorities used to pub lish  p re lim in a iy  m onth ly production figures 
of estate rubber, an d  these w ere followed b y  a  rev ised  estim ate for ihe year. 
The prelim inary figures w ere w ith in  3 -4  p e rc en t , o f the final estimates. In the 
calculations for the tab le, the difference in the preH m inary an d  the final lijrurw 
has been d ivided b y  four an d  added  eq u a lly  to the p re lim in ary  figures for each 
quarter. T h e official N .E .I. figures a re  in m etric  tons, an d  have been converted 
into long tons in  order to m ain ta in  consistency throughout this study. For the 
sam e reason the y ie ld  figures o f kilogram m es p er hcctare  have been converted 
into lb , per acre.

As the estate acreage out o f tapp ing  w as below  10 {>er cent, before 1932 it 
was not thought worth w hile  to inc lude  these figures. T h e slight increase in 
the proponion o f the a c r c ^ c  out of tap p in g  in th e  siun n ier o f 1933 reflects the 
seasonal ircnd in  J a v a  w here the cofTec harvest affected  the activ ities of the mixed 
rubber and  coffee estates in  Ju ly -A u g u s t . M in o r discrepancies arise from 
different treatm ent by  the various authorities o f the sm all quan tity  (300-800 tom 
annually ) o f native rubber bought up b y  estates, e specia lly  in  Ja v a , of langs den 
u ieg  plantings (groups of trees p lan ted  a long the roads an d  not in compact estates), 
and  a  few other sm all m atters. In the ir agg rega te  these do not affect the figures 
b y  mtwe than 1 - l J  per cent.
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NOTES TO TABLE V

The monthly ouq>ut figures o f N .E .I. n a tive  ru b b er as given  by ihc N F 
authorities (in  meli-ic tons) excluded the sm all exporlii from the RJouw Arch' 
pe!ago, a  group of islands between Su m atra  an d  S ingapore, for which no cxm*' 
figures were availab le . Every y ea r the au thorities estim ated  the total of 1̂ "  
shipments (around 1,000 tons an n u a lly  in  tlie  e a r ly  1930’s) , an d  for the purp<2 
of our calcu lation they have been d iv ided  b y  four an d  ad d ed  in equal quantiti« 
to the official export figures of each  quarte r .

No m onthly figures a rc  a\failable In London o f the price  of medium  blankets 
bdore 1932. The f ig u re  for 1930-31 in  the tab le  a re  the priccs paid  for this 
or v ery sim ilar, grades by the S ingapore officc of the U n ited  B altic  Gorporaiion • 
they have been m ade availab le  through the courtesy o f th at firm. The annual 
averages closely correspond to those of the m ark e t quotations which are av-ailable 
in London. The Singapore prices have been  converted into gu ilder cents at 
the monthly rates o f exchange supp lied b y  the C h artered  B ank  of Ind ia , Australia 
and  China.



S T A T I S T I C A L  A P P E N D I X

T a b l e  VI

n ,a lN .E .I .R M er  Prod,
1̂_VtiiTiflrccl

i m i o e  Producers

to ns)

1929
1930

1st q u a rte r • 
2nd „
3rd
4ih

Y ear .

1931
1st q uarte r • 
2nd „
3rd
4 t h

Y ear .

1932
1st quarter 
2nd ,,
3rd »
4 th „

Y ear .

1933
1st q uarte r 
2nd „
3rd  »
4 th  »

Y e a r  .

A ctual
S ea sona lly
co rre c led

•(1) (2)

258,100

64,400
57,600
61,900
56,000

66,600
58,200
61,000
54,100

239,900 239,900

63.500
64.000
62.500
62.000

65.700 
64,400
61.700 
60,200

252,000 252,000

57.400
48,000
48.400
56,300

210,100

53,400
66,300
79,900

283,500

59,200
48,500
47,800
54,600

210,100

55,200
67.500
78.500 
82,300

283,500

i



STATISTIC/VL A PPE N D IX  II

THE STATISTICS OF RUBBER REGULATION, 1934.41

Tabic 1 Areas Planted with Rubber at 1st June 1934.

Table II Areas Planted with Rubber at the end of 1940.

Tabic III Basic Qjiotas expressed in lb. per Acre.

Table IV International Rates of Release, 1934-41.

Tables V and VI The Operation ol‘ the Special Export Tax in the 
N.E.I., 1934-36.

Prices of Export Rights and of Coupons and Market Price 
of Rubber, 1934-41.

Rubber Supplies, 1934-41.

Net Exports of Rubber from Principal Producing Tprri- 
tories as Percentage of World Exports, 1929-41.

Absorption of Rubber, I934-4L

Principal World Stocks of Rubber outside the Regulated 
Area.

Table XIII Price of Rubber in London, 1934-41.

Table VII

Table VIII

Table IX

Table X

Table XI

Table XII

Table XIII
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n o t e s  t o  t a b l e s  I AND II

t o  H W . iy  4  “t v T  f ig u rc  c a lc u la te d  f r o m  th e  tre e  c o u n t o f  1 9 3 4 -3 6
r ie r  to  tw o  estim ate!!, (a) th e  ” S“ = 1937-41  a n t i  ( i )  th e  e s t im a te  o f  a

r : ” ' "  [ 9 3 r C ° i u ‘ ; 7  -  ^  a g V d is tn b u t lo n  o f  d ie

r ’o „ T "  W  of m  T H = "w » ^  ^ '’ ■

' « f m " p e a t e d  th a t  these

a p pro x im a tion s , s ince th e  s ta tis tics  w e re  ( in a c c u ra te  o f  a l l ,  th e  n o to rio u s

r e : t T t ' , ^ L ' S n “ l " t , r i r R : c . ^  . .  .  in c u d e d  in  th e  S ta tis tic a l 

■ S u p p le m e n t to  th e  H utory o f  R i.b t^  S e ' r a c r e a B e  f ig u re  is th e  lea s t re lia b le . 

E s tta “ U ° b r D ^  W h i t f X r i  M ,0 0 ^  « " t h e  T n d  "

from iT s e T m y  J i a b r " ™ ” L t u a l  a ge  of matturity varies in  * e  differem
J ^ t o r i e s  , th ê trees „ e  g^neraU^ ^ a b l e ^ i n  * e i ^ » . b  y -  “

I Z  > b l o v e r la p p in g  o f  th e  p la n t in g
an d  fo r  b u d g ra fts  th ro u g h  th e  necessary passage o f  tu n e  b e tw ee n  p la m m g

“ S b u l .  o f  th e  p la n te d  a re a  c ^ l e d  see d lin g  t r e . ,  ^ ^ " r n i l S :  
cent, o f  th e  M a la y a n  esta te  a re a . 2 4  p e r c e n t, o f  th e  • . im m a tu re

30 pe r c e n t, o f  a l l  F re n c h  In d o -C h in a  ‘ “̂ t n i t e L T h l  p r ^ r t i o n
ru b b e r)  ; in  o th e r  te rr ito r ie s , a n d  o n  s m a M d i n g .  e n  
o f b u d d e d  r u b b e r  w as  u c g h g ib le . I n  1940 th e  h g u r  
17 p e r c c n t ., N .E . I .  es ta te . 35 p e .  ce n t,. F re n c h  In d o -C h in a  44 pe r

i
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n o t e s  t o  t a b l e  III

,M 1935 qu o u s, as t h « e  ^  19 j 9  ,h c  N .B .I . n a tiv e  q u o ta  p e r a cre
Xh« nolable increase ™ * e r  w ith  the su b stan tia l tncreasc
rfc r ts  the native q u o t a  rcvts.on of 936 d istrib u tio n  of
i„ the N.E .I. quo ta under expression of th e  q u o ta  m  te rm ,
Siam ee rubber is so la rg e ly  co j  app lies to a  v e ry  la rg e  ex ten t
Cflb. per m atu re  acre P“; " ' ^  f ig „ e s  of the tree census h av e  b een  used
t„ th e  N .E .I .  n a t i v e  a r e a  b ut h e ^ J  u n derestim ated  th e  n a tiv e

for w hat they  are  assessment of the n a tiv e  producers w as m uch
srca, the average  f '  y  „  „ j u  he rem em bered  th a t F rench  Indo-
IB, than appea^rs from the ta  ^  ^  a c t io n s  B an d  C  a re
Caiina h ad  no basic „ h ic h  exceeded  the te rr ito ru l q uo ta
really the a g g r e g a t e  of stan dard  MS^S ^ ^ e n t s  of certa in  C h ett ia r-

/proper by about l J - 2  per q uo ta  {cf. p. 96 above).
•m ,„ c d  M a la yan  estates v ,e r e in c lu d rf  in  .h e  n e r p la n t in g  between 1934

S ^ r . h T S l h o t S  in  the - ^ i .  q u . .  . „ e  

; S l y  below the ir shares in  the p lan ted  or
» e n  by com paring section C  o f this tab le  w ith  T ab le s  I an d  II .

T a b l e  IV  

International Rates o f  Release, 1934r-41

(P er c e n t . ) ____________  ___  ______

-------- :  1934 1935 I 1 9 ^ 1 * 1 9 3 7  ^ S  | 1933 :

r  ! “’ H i  i n  1  «  t ?  “  , ^0 - 0

The tmir quotai to which thesr teka-ses applied arc ihosMi un pp. 85 and 15., abo

i



The Operation o f  Ihe Special Export Tax on JVaiir; kuh

1934

j d y .  '
AuguJt .
Scplembcr
October
November
Dccemlter

1935
January
February
March
April
May
June
Ju ly .

September 
Oclober 
November 
December .

Year 1935 .

1936 
January 
Februar>' 
March . 
April 
May 

j™ . . 
August - 
September. 
October . 
Noveinbcr . 
December .

Year 1936 .

------- ------- : ' ------ . . -—

4-8 01 _ 1 0-9 ■ 0-2 3-6 4-7
5-2 0-2 0-7 ! 1-0 0-2 3-1 4-3
5 4 0-2 1-9 i I-O 0-2 2-1 • 3-3
5 4 0-2 2-7 f 1-0 0-2 1-3 2-5
51 0-2 3-0 - 1-1 01 0-7 1-9
4-8 0-2 3-0 ■ 1 0  : 01 0-5 , 1-6
4-9 0-2 2-7 . M 0-1 0-8 : 20 i 3-

5-1 0-2 2-0 1 0  , 0 1 1-8 1 2'9

5-0 i
1

0-2 ' 2 4
1
i ' 01 1-2 , 2-4 ! 1

4-9 ! 0-2 I 2 4 M 0-1 I-l 1 2-3 3
4-7 ; 0-2 2-5 ' M 0-2 0-7 1 20 . 3
4-7 i 0-2 ! 2 4 : M 0-1 0-9 2-1 : J

: 5-0 i 0-2 : 2 4 1 i - i  ' 01 i-2 2-4 . 3
; 5-3 i 0-2 ' 24- ! 1-0 ■ O-I 11 1-6 2-7 4-
1 5-2 ! 0-2 I; 2-7 ; 1-1 0-2 ; 1-0 2-3 4-
1 5 ’3 ' 0-2 i 3-1 ' 1-0 ' 0-2 'I 0-8 2-0 4
1 5'2 i 0-2 : 3'0 1-0 0-2 0-8 2-0
1 5 4  ■ 0-2 ! 3'0 I I : 0-1 1-0 ! 2-2 C

5-8 , 0-2 ' 3 4 1-0 1 0-2 i-o : 2-2 4:
5-9 j 0-2 4-2 1 1-0 ' 0-2 0-3 1-5 -)•!

1 5-2 0 2 2-8 ! i-o ' 0-2 I'O 2-2 4-1

1 6-5 0-3 i 4-3 ] I-o 0-2 0-7 1-9 1 5-! 1
1 7-0 0-3 ' 4-3 ' 1-0 0-2 1'2 2 4 D'l
1 7-2 0-3 , 4-6 1 M 0-2 1-0 2-3 6-:
j 7-3 0-3 4-9 10 0-2 O') 'l-\ 6'!(-

] 0-3 5-1 1-0 0-1 0'6 1-7 O’
1 0-3 1 5-0 I'O 0-2 0 (i 6'r
i 7 4 1 0-3 1 5-0 1-0 i 0-2 0-9 6“

7'3 ; 0-3 5 4 i-o 0  1 0-5 1 I'C 6'
7 4 : 0-3 5-4 10 1 0-2 0-5 6"

1 0-3 1 6-1 : 0-8 ! 01 0-3 1-2 1
' 0-3 1 6-4 j O'S 0-1 0-8 1-7 ''

0-3 ! 6-7 0-8 0-2 1-3 2-3 i_ J ;

7-5 0-3 j 5-3 i 0-9 0-2 0-8 1-9 '



b t a t . s t i o a l  a p p e n d i x  h

, ,b N .E.I: 1 9 U -D m m b ,r 1936

' M y  p e r cen ia g t  o j

sp ecia l X E .I. «/w< «
percen tage o f

-(a) (fr)

on

1 1 ^
Sis:?

24
32
23

4
: 6 

8 
16
19 ! 

; 41 
i 27

13
35
50
59
62

;

23 ■ 
83 

180 
345 

1 455 
290

24
89 ‘ 

200 
417 
588 
346

; 10 i 39
1

103 112 ; 
----------------

14
14
21
17 
13 
11
18 
23 
23 
18 
18 
53

29
17
23
29
40
37
29 
45 
48 
65
30 
24

15
16 
25 
20 
15 
12 
20 
27 
27 
21 
20 
80

48
49 
53 
51 
48 
45 
53 
59 
58 
55 
58 
71

182
190
276
229 
178 
\40
230 
339 
323 
256 
283 
927

35
20
26
33
50
45
33 
59 
61 
92
34 
26

67
62
65
67
71 
70
68 
73 
73 
80 
76
72

205
216
333
267
200
154
263
404
385
294
323

1,390

518
315
388
471
684
630
489
828
813

1,494
724
479

82,900 ; 74,598

9.600 
16,900
8,900

13.600 
22,200 
14,300
8,100
9,700
9,600

17,S30
9,100
2,800

10.423
10.423
10.423
9.728
9.728 
9,727
9.033
9.033
9.033 
8,339
8.338
8.338

294 ; 142,300 !. 112,566

631
354
443
550
855
773
570

1.071
1,039
2,117

838
525

12,085
12.084
12.085 
12.M4
12.085 
12,084
13.092
13.092
13.091
13.092
13.092 
13,091

9,200
16,100
9,300

12,500
10,70(7
14,600
18,100
11,800
9.800 

12,000 
16,400
8.800



'I'v\BUi V I

T h e O pera tion  o f  th e  S p e c ia l  E xport T ax  in  th e  N .E .I ., 1934-3r,

i ‘ B asic
\ Halt qf\ , n,'

I J u t /  :
I shift i I  ̂
i 1 colm n  (2 ) )

Apjrroximate 
expenses 

f r o m  in terior  
to  S ingapore

(1) (2) (3)

N tt 
j return to 

produ cero r  B a tavia  
p lu s  5 p e r  cen t. 
ad  valo rem  du ly  '•

(4) 1 (5)

G uilder ceiils per ha!f-kilo

1934

j “ y
Aug
Sep
Oct
Nov
Dec

Seven
months

1935 
Ja n . 
Feb. 
M ar. 
Apr. 
M ay 
Ju n e  
Ju ly  
Aug. 
Sept. 
Oct. 
Nov. 
Dec.

Year

1936

Feb. 
M ar. 
Apr. 
M ay 
Ju n e  
Ju ly  

I Aug. 
Sept. 
O ct. 
Nov, 
Dec.

Y ear

20-0 I 
22-0 1 
23-0 1 
23-0 I 
20-5 ‘ 
19-5 , 
19-0 :

19-4
1 90
17-0
170
17-8
18-7 
17-9 
180  
174
19-0 
19-9 
19-7

20-4
22-i
22-8
23-4
22-9
23-3
24-2
23-9
24-1 
31-3 
3 4 0  
36-5

25-8

2-5
6'5
9 0

10-0
100
9-0

8 0
8 0
8-0
8 0
8 0
8 0
9-2

10-5
10-0
100
n -3
13-9

14-5
14-5
15-5
16-5
17-1 
1 7 0
17-1
18-2 
18-7
25-4
26-8 
27-B

J9-1

20-0
19-5
16-5
140
10-5
9-5

10-0

11-4
11-0
9-0
9 0
9-8

10-7
8-7
7-5 
7 4
9-0
8-6 
5-8

5-9
7-6
7-3
6'9
5-8
6-3
7-1 
5-7 
5 4
5-9
7-2
8-7

6-7 

386

4-6
4-6
4-6
4-6
4-6
4-6
4-7
4-7
4-7
4-7
4-7
4-8

4-8
4 8
4-9 
5 0
5-0 
5-0 
5 '0
5 0
5 1  
5-1 
5-1 
5 4

15-5
14-9
11-9
9-3
5-8
4-8
5 3

2-8
2 4
1-9
0-8
1-3
2-1 
0-7 
0 3  
0-8 
2-1 
3-3

Naiin 
exfioris;

toiu, dry
weight

(6)

16,000
16,200
12,600
15.600
5.600 
4,700

12,200

68
6 4
4 4
4 .4

5-2
6 1
4-0
2 8
2-7 
4-3
3-9 
10

82,900

9.600 
i(i,900 
8,900

13.600 
22,200 
14,300 
8,100 
9,700
9.600 

17,500
9.100
2,800

4-3 ; 142,300

9,200
16,100
9,300

12,500
10,700
14,600
18,100
11,H00
9.800 

12,000 
16,400
8.800



NOTES TO TABLES V  AND VI
AUhouBh some of the figures in  these tab les contain  an  elem ent of estim ate, 

.1,™ nevertheless illu strate  the operation of the special export tax  rea ran ab ly  
Iccllrately . The figures in  colum r,, 10 and  11 in T ab le  V  for the la st seven 
M n th s of 1934 an d  for the y e a n  1935 and 1930 are  not the sim ple av erage , of 
the m onthly percentage figures, but represent the averages of the m onthly per­
centages w eighted  by the corresponding various prices. Conversion of v an o u j 
items from gu ild er cen ti to pence w ith inevitab le rou iid ing-o lf mvolvM a  few 
.m ail in accuracies in ca lcu latin g  the percentages. t  v r

T ab le  V  is more d etailed  an d  also m uch m ore re levant than la b le  V I, as 
the bu lk  o f N .E .I. native rubber continued to be m arketed  v ia  S n i^ p o r e ^  
m edium  blankets. T liough  T ab le  V offers the more re liab le  gu idance , T ab le  \  I 
is sim pler, and  the figures it sum m arises w ere more often d i s c u ^  a t the u ™ . 
Colum n 3 o fT ab le  V I is the basic price, w hich was often referred to by the N .E .I. 
authorities as the p ivota l price of the export t a t  m achm ery. There is a  very 
large di.scrcpaney in  the annual average  return  to the natives a ,  shown m colum n 6 
o f T ab le  V , and  colum n 5 of T ab le  V I. Th is results from the com paratively  
sm all d iirerenccs between ihc  S ingapore price  ol m edium  blankets an d  the 
B atav ia  price  of ribbed  smoke sheet, which w ere g rea t ly  m agnified m  the m tenor 
where the prices were quoted after deduction of the du ty  an d  of expenses.

T h ere  is a  w ide m easure o f agreem ent am ong com petent au thon ties on the 
average  cost of transport, processing and  m iddlem en’s c h a r p  from th e jn o s t 
imuM-tant native d istricts to the S ingapore m arket. Dr. WTiitford an d  the N .E .I. 
au thorities esliin ated  the figure a t  about 4  to 5  guddcr ccnts per ha]f-kilo o f d ^  
rubber in the m id-1930’s. T h e largest rcm iller in Singapore recently , in 
p riv a le  conversation, gave  mi indcp<-ndcnt estim ate of H  gu ild er c en li. A 
figure of 4  cents has been adopted in the tab les to ensure that an y  error should 
be on the side of conservatism  a .u l should understate ra th e r than overstate tiic 
burden of the tax . A bout o n c4 ia lf ccnt has been assumed as the cost of transport 
an d  m iddlem en’s charges from the in terior to the N .E .I. port o f sh ipm ent, and  
the balance  as the cost o f sh ipping to Singapore and  of processmg and  mjarkcting 
there . These figures exclude the ord inary a d  valorem  export du ty  w hich h w  been 
ca lcu lated , as it  w as levied , on the basis o f 5 per cent, of the export va lue  of native 
rubber d u iin g  the second preceding month.

T h e  average  ra te  of d u ty  in the tables refers to the efTccuvc rate force and  
not to the ra le s announcttl du ring  the month ; hence the zero ra te  for Ju n e  i9.34_ 

T h e w ide fluctuations in the net return  to native producere (colum n b of 
T ab le  V  and  colum n 5 o fT a b le  V I) ind icate the disproportionate effect m  the 
interior o f changes in  the m arket price or in  the rate  of du ty . I h e r e  is room 
here for an  appreciab le  m arg in  of error in an y  given m onth, but the y ea r ly  or 
even q u arte rly  averages are  u n likely  to be seriously affccted^

T h e  export figures a re  accu ra te  ; the w ide mom h-to-m onlh fltietuatiom  reflec  ̂
the reaction of sh ippers to the announcem ent of ch an g o  m  the ra te  of the s p « ia l  
tax, an d  to a  lesser extent the ir views on the probable course of the m arket. 
There was a  tim e-lag  between the announcem ent ot changes in the ra te  of the 
special tax  an d  the d a te  th e  new ra te  app lied  to dry  r u t e .  and  this 
to aeee lera te  or w ithho ld  sh ipm ents in the in terim  period, erra t c fluctua-
l io .»  cancelled  out over a  period, and  did not a lfect total shipments over say 

8U months.

I



T a b l e  VII

P m es o f  Export Righis and o f  Coupons and Market P rice o f  Rubber »j 
Second Month o f  each quarter, 1934-4J

MaUja

i  ' ^ 8  

l l  ! J |

Straiis ctnls per lb. Guilder cents p er 
half-kilo

(1) (2) i (3) (4) i P )  1 (6)

1934
23
19

August
November

g
12

25
21 1

1935
'

No general
February 12 21 19 individual
May See 13 20 See 1 18 restriction;
August Notes 11 19 Notes 18 Cf.Chapters
Nwerabcr 16 22 i 20 ! 8-9  i

1936 i
February 20 25 22 i
May 17 26 23
August 16 27 1 24 ! !
November 16 16 30 1 34

1937
Febniary 17 20 36 19 I 39 22
M ay ; U 15 36 13 1 39 13
August 1 5 7 30 22 ] 32 15 1
November 6 8 23 18 25 10 1

1938
February 15 14 23 20 23 iM ay 11 11 19 16 19 13 !
August 19 19 i 27 23 27 18

20 22 28 24 28 1 16
1939 1

February 20 21 27 23 28 I 20
M ay 21 22 28 24 28 20 1
August 20 20 28 24 30 13
November 24 23 39 22 36 ! 18

1940 1
February 23 22 38 22 33 i  16
May 22 23 37 23 33 i 16
August 17 IB 37 21 32 i  13
November 16 19 39 20 34 i

1941 !
Febniary 13 18 36 13 30 ■ 14
May 9 18 41 8 36 ' 19
August
November

4
>t availab

39
le

3
0

33
33

1 13
! 5 (Oct.)

(7) (8) (9)

, 21 36
7 30

19 ! 31
19 ' 29
20 ; 28
23 32

' 29 38
29 38
31 39
34

40 32 : 54
38 31 53
31 29 44
24 24 ' 33

24 25 i 34
18 20 27
28 31 1 39
30 : 31 1 42

29
29
30 
35

34
34
32
34

34
34

DO
32 43 i
24 : 52 ■!

23 1 55 !
28 i 55 ;
19
28 58

1

19 : 49
1(3 j 61
10 56
I
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n o t e s  t o  t a b l e  VII

The .c c o r f  moM h of 

violent “ “ P .. P ^  J, Ceylon , N ovem ber 1934, as the
toue. E rm ttc notations fa ith fu lly  reflcct the genera l

c o sts  of about I J  I  r  p ^ce  afier paym en t of duty ,
the Singapore price , . f  lee of estate export righ ts before

m iscellaneou . p u ree s .
November 1936. ,9 3 4  ^he pricc  of these rights w as low , as

in  M a la y a  and m e . • , T ransactions in  these ngh ts were,
per ha!f-kilo  ind icate  the order of g  releases in  1937. T h e purchase

-  ^  s
I e ° ? i r h a v e t c " X n  the & ,» „ , » / .  W M U J .  T h e C eylon q u o ,a ..o „ , 

a rc  from the A dm itiilra iim  R ifo r ls  o f  ‘ *’ = '°F o™ N W ayt''the  Mn/o>™

r ? e f r a . T ] l o r e “ :nroc™S^^^^^^^^^ S e lan .o r ; tltese States eon .ain  most 

o f the sm allhold ing a re a  quotations in  P alcm bang, an ti have

iow  releases. T h e  reason for the sm allholders. The h igh  pricca

an ij 1940-41) a re  of considerable mtercst.



Percentage

T a b l e  V I I I

f  Malure Acreage out o f  Tapping at Ifu end o f  J u n e  and the end 
o f  Dfcember, 1934-41

M alaya N .E .I. E states Ceylon

L arge j M edium  
: S m all- O lder \ esta tes \ estaUs

EstaUs ■ h old in gs  , P rovin ces • \ {100 a cres  I {50-100
I I ■ nnrl /)

I (1)^
1934 Ju n e  ■ 17 

Dcc. : 14 
ms  Tunc i  18 

Dcc. ; 23
1936 Ju n e  ' 27 

Dcc. 23
1937 Ju n e  27 

Dcc. 1 25
1938 Ju n e  ' 20 

Dec. ; 29
1939 June i 32 

Der. 19
1940 Ju n e  1 16 

Dcc. ; 10
1941 Ju n e  7

Dec. , 6 (O cu)

(2)̂
10
7

22
38
40
31
17

_{3^
23
21
25
39
35
27
13

(4)

12
12
20
41
40
26
II

d ov er) ' a cres)
(5) I (6)

Small
estates

acres)
(7)

16 13 12 ■ 24
1

48
33 ! 35 ’ 34 1
36 !1 41 ; 35 : 45 ; 60 62
43 :i 39 i 39 I
21 : 24 i ! 37 I 40
20 1I 18 ' 13 !
16 :' 14 ' 10 ; 27 1 37 • 38
15 i 10 5 ; 1
—  ; — ■ — I 4 ; 5 8

Up to the end o f 1937 the M a la yan  estate a re a  o u t o f tapp ing  includes aie.is 
rested under ro tational lap p in g  system s, w h ich  a rc  excluded  irom  1938 onwards. 
Th is seriously v itiates the com parab ility  o f the figures, as a fter 1934 .some 10 lo
20 per cent, o f the m ature estate a re a  w as iisu a lly  u n tapped  under this heading. 
The d ata  arc  m ostly from the Rubber S ta tistics Handbook.

Some of the percentage.s o f the M a la yan  sm allho ld ing  a re a  untapped refer 
to  the F .M .S ., bu t the m ajo rity  a re  for M a la y a  as a  w ho le. The estimates of 
the m ature sm aliho id ing a re a  untapped  a rc  based on observations in varioia 
digtrict5 b y  field officcn of the D epartm ent o f A g ricu ltu re  (pub lished  periodically 
in  the M alayan  A gricullura l Jo u r n a l) ,  an d  are  m eat hazardous. A t best the figuro 
ind icate rough orders of m ^ n itu d e .

T h e N .E .I. figures a re  from the E conamisch W eekhlad. T h ere  a re  no data of 
areas untapped in  the native  d istricu .

• The G ^ lo n  d a ta  are  from the A dministration R eports o f the R ub b er ConU oller- 
The figures arc  subject to a  v e ry  la i^ e  m arg in  of erro r, e specia lly  for medium 
and  sm all estates. T h ere  a re  no d a ta  before 1937, nor o f the a re a  out of tapping 
a t  ihe end of Ju n e  for an y  year.
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T a b l e  IX  

Rjibber Supplies, 1934-41

T ota l
exports

T housand
tons

_ ( 1 )
1,032

830
866

1,166
871
990

1,395
1.520

Kxports under the 
sch em e

Exports f r o m  o th er  
terr itories

T housand

tons

1,018
809
838

1,132
838
953

1,350
1,475

o f  tota l tons
(3) _ (4)

98 '6 14
97-5 2 1

96-8 ; 28
97 '0 34
97-2 33
96-3 37
96-8 45
97-0 45

P ercerdag e 
o f  tota l

(5)

"  1-4
2-5
3-2 
3 0  
3-8 
3-7 
3-2 
3-0

1934
1935
1936
1937
1938
1939
1940
1941

1934 c o .u n »  ( . )  ^

= H = ! = = = £ S S S
T h e '1941 figures a re  approxim ate.

T able X

1929
1929-34
1934
1935
1936
1937
1938
1939
1940
1941

M alaya
52-7 29-4
521 32'1
45-9 37-3
44-7 34-6
41-6 35-9
42-3 37-3
39-7 34-5
3 6 6 37-4
38-8 38-5
37-8 41 8

Other
quota

countries Siam

F rtnch
Indo­
c h in a Others

0-5 M 3-4
0-8 1-6 2 0

1 7 1-9 1-4
3-5 3 4 2 4
4-0 4-7 3 0
3 1 3-7 2-8

4-8 6-8 3-7
4-2 6-6 3-7
3-1 4 6 3-2
3-0 3-3 3 0



T H E  R U B B E R  IN D U S T R Y

T a b l e  X I 

Absorplion o f  Rubber, 1934r-41

1934
J935
1936
1937
1938
1939
1 9 4 0
1941

U.S.A. U .K.
O ther

coun tries Total
462 90 367 919
492 95 349 936
575 9 9 364 1,038
543 115 437 1.095
437 107 390 934
592 123 382 1,097
648 147 290 1,085
780 156 292 (approx .) 1,230

Tabt̂  XII

Principal World Stocks o f  Rubber outside the Regulated Area

1934
1935
1936
1937
1938
1939
1940
1941

Slock s in  term s
T ear-end stocks o f  m onths' Stocks in terms
{iruluding stocks absorp tion  at o f  months'

a fioal) ; a v era g e  ca lendar absorplion  at
thousand tons y e a r ly  ra te D ecember rate
. 726 9-5 9 ’9
. 645 8-3 7-5
. 464 ■54 4 ’9
. 532 5-8 7-4
. 465 5-8 4-9
. 359 3-9 3-8
. 668 7-3 7-7

1,000  (approx .) 10-0  (ap p ro x .) ] 2 '0  (approx.)

Tables IX -X II based on the Siatislkal Bullelin  of I .R .R .C ., and Hiitory o f  Rubber 
Rtgulalu>n, Slaiisrical Supplement.

T a b l e  XIII

P rve o f  Rubber in  London, 1934-41

R ibb ed  sm ok ed  sh eet  
in  p en ce  p e r  lb .

H igh est L ^ e s t Average
1934 . . 7-6 4-2 6-3
1935 . 6-8 5-2 6-0
1936 . I l l 6-5 7-7
1937 . . 13-8 6-8 9-5
1938 8-6 5-2 7-2
1939 . 1 2 0 7-6 9 0
1940 . 1 4 0 10-9 12-1
1941 . 14-6 1 2 0 13-6



S T A T IS T IC A L  A PPE N D IX  II I

M ALAYAN M IGRATIO N  AND EMPLOYMENT  
STAT ISTICS, 1926-40

TaW. I A rrival, in M alaya  of South Indian Deck Passenger. 1926-40 

Table II D eparture, from M alaya  of South Indian Deek Passenger, 
1926^0

Table III M igra.ional Sttrplus or Defidt. 1926-40 

Table IV  Number. Employed on Estates, in Mines and Factones, 
1 9 2 9 ^

Table V Numbers Employed by Government Departments, 1929-tO 

Note on Table 1 of Chapter 15 

T able I

Ar/,aU in M alaga o f  S oM  ^

(Thousands)

.4/i deck 
passengers

Adults ; .Minors AdulU , AlitiOTS ■
13) 1 (4) (5) C6) _ '

23 ‘ 3 151 ’ 24 ;
29 : 3 133
33 ’ 3 56 7 >
30 ' 2 1 100 14
24 1 

f 18 
I 16 ,

2 ! 
2 
2

58
18
16

10 ;
1 2 ; 
1 2 ‘

1  10 ' 2 18 1 2 I
40 4 73 1 16 !
39
35
58

5
4

10

54
38

100
i "  ! ! 23

36 4 40 1 5
r 21 

\
2
1

21 ; 2 

1 '

Official estinuite 
' o/ uxjrking class 
i passengtTs among 
wiassisUd amvaLs

(8)

20
18
20
89
65
43

123
45
23

16
21
26
23 
19 
12
7
9

27
26
24 
50
14
2
1

I



t h e  r u b b e r  i n d u s t r y  

T a b l e  I I

D ep a r lu m  c f  South Indian Deck P a sstn gm  by B.LS.N. Vessels, 1936-40
(Thousands)

1926
1927
1928
1929
1930
1931 
3932
1933
1934
1935
1936
1937
1938
1939
1940

62
37
22

9
6

30
20
17
5
3
4
5 
5 

13

152
101
84
33
28
38
40
44
75
43
24

M'uars \ Total

Repatriated f r e e  o f  cost 
(ineluded in cols.

( i )  & (3))

O ^ ia l estimau o f

(2) : (3)
Adults i Alinors

w  i (5)

dfpartitres udditional to 
rtpaiTialei 

(6)

4  ̂ 66 
7 ! 89

1 3 ! 1 1 
8 2

14
5

56
41
42 

7 
1
5
7
5

21

22
15

Not
a\’ailablfi

15
17
23
28
12
9

Migratinnal Surplus or Deficit, 1926-40 

(Tboufiands)
AduUs

Adults and  m inors Adults
(I ) (2 ) ( ! )

1926 . . . + 8 9 +  109 ; 1934. . . . + 4 8
1927 . . . + 5 1 +  67 ) 1935. . . . +  20
1928 . . . -  26 -  28 i 1936. . . . +  3
1929 . ■ . . + 2 9 +  37 i 1937. . . . + 61
1930 . . . - 6 4 -  84  ! 1938. . . . -  22
1931 . . - 6 3 -  81 1 1939. . . . -  16
1932 . . . -  51 -  6 6  t 1940. . . . -  8
1933 . . ~ 10 -  13 ^

Adidls 
and minors 

(2) 
h 61 

+ 27 
+ 3 
+ 79
-  30
-  20 
-  9



„ A T . S T . C A I .  A P P E N D I X  . . .

n o t e s  t o  t a b l e s  I—III

The flgurra cover a ll dcck f p c o ^ c  w ith  a  r » id c n c c
,o ig «n M  m d e r  (below  12 y e a r , o f age ) exelode InfanU
„f6ve y ea r , or over m  M a laya )^  W  passengers am v m g
(below three years) „ , , „ d e d .

w e ; ; g . e ^ i ^

.“S S  t = ^ e  : X a ; ^ r j r : r a ? c :  f  .h e y  are , u o l . e , y

to be seriously in accu ra te  „ f  „du lts and  m inors together

passengers. . ^vnl5<in«i bv  the re luctancc of em ployers

,0 i r a r a d d h L t T l " o r “ ^̂
or the icm n n atio ii o f the ' " “ " ^ 'p S 'L g e n  paying  their own fares up  to

estim ate of w o rkm g^ a jB  a r r iv e s  side but even a llo w in g  for this factor
»  M . a y a  w henever conditions

deck passengers publuihcd m M aU ya , as t ^  isp ro b ab le , howei-er,

S i n S  r ' t S e f  ; ! S : ; ' r S o w r g  m id .19 3 0  M a la y a  lost by  net em igration

population. A ccording to the 19^1 cc , 1 Ind ians. O w m g

on the labour situation  w as even greater than  wouto app

(
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S T A T I S T I C A L  A P P E N D I X  I I I

n o t e  o n  t a b l e  I OF CHAPTER 15

p. i .  b » e d  on o“
S.S. and F .M .S . ; * ' > "
„ „ t ’ (cm ploym g ten or , 9 3 3 '^  rra o f rab b er estate  em ploy-
„ .„ „ c d  a t  , l .e  end l y  f h ^ W t r a r - G e n e r a l  o f S t a t W c
nent becam e »  com parison between these l ^ e s
in the annual f  " ”„ r  ,h e ' L abour D epartm ent (a fter a ll-M a la y a

fijllre , “ e 'rrpubU shed) suggest, th a t some 8 ,0 0 0 - 10,000  workers w ere  on e sta te ,

o th e r  t h a n  r u b b e r  p l a n t a t i o r a .  L a b o u r  D e p a r t m e n t  I s su e d  a ll-M a la y a
U ntil 1933. t h e  f i r s t  y e a r  f - f o r  t h e  U .M .S .

Sgures, n o  c o n s e c u t i v e  s e r i e s  of the P l a n t e r s ’ A s s o c ia t io n

For 1931 the figures a re  given  ■" * ' f „ „  ,933  onw ards, and
o l M a la ya . T h a t report, the aU- j .  g  accounted  for
O th er s u b s i d i a r y  in f o r m a t io n  sugg the U  M  S  e s t a t e  e m p lo y m e n t
.b o u t 70-75  per cent of estate e m p ^ m e n t . , t  g  S  a n d  the F .M - s / a n d  pro- 
„ a s  affected b y  m uch the sam e factoid as i
portionate changes m the ^  em ploym ent in  the to ta l

M a S a n  f a W  " c a n  be g a u g r f  from .h e  connnuous series o fem p loym ent

figures shown in  T ab les IV  an d  V  ,  re liab le . C hinese estate
F ig u r e  of In d ian  em ploym ent in  the Chine»=

empldVment includes con tracton  workers, ,h e  F .M .S . w ere

S b y  a W  MOO 3®registering “ j'-s'jj * '  “ H e d  “  The

were sometimes grouped under Others.

(





I N D E X

BrilL* North Borneo, 2 d  a q -  M , 
379 380 ; Ceylon , 2 e t  s e g .,  ^y, 
343, 344, 379, 380 ; c h a n g «  m , 
■̂ 43 344 ; French Indo-Cnina,
2 <(’se?., 29, 379, 380 ; In d ia , 2 a  
«o  29 379, 380 ; M a laya , 2 a  
4 ’. ’, 2 9 .9 4 ,3 4 3 , 344, 371, 379 380 ; 
N .E .I., 2 It s t g - ,  29, 143, 343, 344, 
374, 379, 380 ; ou t o f tappm g, 
percen tage  of m ^ W r' ;
p lan ted  areas, 2 H « ? . ,  379, 380 , 
Sa raw ak , 2 €l « ? . ,  29, 379, 380 
S iam , 2 c l  seq ., 29, 379, 380 

Afriea, exports, 306 ; ™  L iberia  
A gricu ltu ra i output of M a la y a , v a lue  

of, 355 e l  stq .
A m ortisation chargcs. 317 
Ascoli, F. D ., 366 
Ashpldnl, H ., 259
Assessment, 91 e l seq ., 138 e t  seq ., 145 <•< 

seq ., 152, 153, 162. lG X m ; s e e a l s o

Assessment com m ittees, 91 f t  *39 
Autom obile production in the U .S .A ., 

26, 132. 133

Rark com um ption on sn iallholdinijs,
40, 41. 57, 58, 105. 280 

Barron, H ., 287, 291 j  i k
B arter exchange of cotton and  rubber,

137
Bai-ucli Com m ittee, report, 293, 294 
Balt Com m ittee, 327 
Bcharre ll, S ir  G eorge. 315
Bonus for rep lan tn ig . 176
Bonus schemes, Ceylon, 303, 304 
Boyd, K ., 64
Braz il, w ild  rubber e x p o rt , 305 
Brenner, M . A ., 287, 325 
B ridgw ater, E. R ..  291 
British Colon ia l E m pire, domestic ex­

ports o f rubber from, xi 
British North Borneo, acreage. 2 e t  s eg^  

29, 379, 380 ;
t l s e q .  ; basic  quotas, 85, »
exijorts. n o  ; industi^  m , j 
labour situation  in , 253 ; p lan ted

areas, 2 et s tq ., 379, 380 ; p ro d u c  
tion, 8 , 29, 359, 360

Budgraftcd rubber, developm ent and  
y ie ld s of, 262 e t  stq .

Buffer stock schem e, 335 -8
Buna N , 290, 312, 3 1 4 ;  production. 

296
Buna S , 296, 298, 312 rl seq ., 327 ; 

production, 290 ,294 , 296 ; p roduc- 
Uon costa, 299-301 ; ty r=  and

B u r r^ :^ a c r S 'e ,^ 2 “ .  379, 3 8 0 . 
assessment in , 109 ; basic  q u o t^ , 
85, 152, 3 8 2 ;  exports, 1 7 0 ;
p lan ted  areas, 2 e t  seq ., 379, 380 , 
R ub ber L icensing C om m ittee, 
109 •, s e e  a lso  In d ia

Butadiene, 288, 290 , 292 -6 , 299-300  
326-7

Butler, S ir  H aro ld . 240 , 241
Butvl, 289, 2 9 4 ^ ,  301, 314

G aim cross, A . K ., v
C an ada, synthetic rubber production, 

296 . „
C ap ita lisa tion  of rubber com panies, 9 ,

C e y lin , acrcage. 2 e !  l e g . ,  29, 343, 344, 
3 7 9 , 380 ; assessment in , 10 .i el 
seq . ; basic quotas, 85, 150. 152. 
382 i bonus schemes, 303, 304 ; 
cost of rep lan ting. IBS ; exports, 
170, 303, 306 ; labour situation in, 
247-52  ; m arket price of rubber, 
388 ; p lan ted areas, 2 et seq ., 379, 
380 ; prices of expon  righ ts and 
coupons, 388 ; production, 8 , 29, 
359, 360 ; rubber in d iu try , 51 ei 
stq . \ R ub ber R esearch Schem c, 
263. 303 ; tapp ing  policies, 303-5  

Chittenden. R . J - ,  263, 264 
Chloroprone, 289 
d e m en t i, S ir Cecil. 79, 82 
C lonal seed, developm ent an d  >icld ol, 

262 e t  seq.
Clones, distribution of, 283 
Collver, J .  L ., 316
Com petition between synthetic and  

natu ra l rubber, 311 seq. 
Consumption, see  A to o ^ tio n  
C ontract labourers, 218



Cost returns of producers’ associations, 
205, 270 e l  seq.

Costs, 12 t t s e q . ,  32, 48, 68 ,  72, 124, 198 
e i  jeq ., 269 e l  ; an d  size of 
e s ta te , 14, 272 ; estates, reduc­
tion in, 365-8 ; fa ll in , du riiig  the 
depression, 269 ; Krendi Indo- 
Ghina. 53, 270 ; M a la ya , 120, 
198, 270, 271 ; N .E .I., 270 ; of 
rice production, 362 ; o f synthetic  
rubber production, 291, 299-302, 
316, 317 ; o f ty re  m anufactm c, 
313, 314 

Cotton, barter exchange of, 137 
Coupons, 128, 134, 148, 149. 159, 166, 

168, 169 ; prices of, 388 ; sa le  of, 
120  e t  seq.

Crude rubber, competirion w ith syn­
thetic rubber, 311c/ seg .

C typlostegia grm d ifio ra , 305 
Cuinm ing, T . J . ,  66

Dennison, S. R .,  v i
Depression, fa ll in  costs during , 269 ; 

general re\’ie\v of, 25 e l  seq . ; 
im pact of, on M a laya  and  the 
N .E .I., 15 e l  seq. ; production 
during , 42 e t  seq . ; response of 
producers to slum p priccs, 359, 
3 6 0 ; techm cal cbangcs in the 
rubber industry during , 254 e l  seq . 

Dewey, Col. Bradley , 316 
Dinsmorc, R . P ., 316 
Du Pont de Nemours C om pany, 289 
Duprene, see Neoprene

Efficient producers, and  norm al stocks, 
\ 9\ etseq . ; definition of, 205 

E lasticity of supp ly, 28, 30, 335, 337 
Engledow, S ir  Frank, 277 
Equipment and  m ateria l required  by 

estacea, 201 
Estates, acreage, British North Borneo,

2 e t  seq ., 29, 379, 380 ; Ceylon,
2 et seq ., 29, 343, 344, 379, 380 ; 
French Indo-China, 2 e t s e q . ,  379, 
380 ; M a la ya , 2  e i  seq ., 29, 94, 
343, 344, 374, 379, 380 ; N .E I
2 e t  s eq ., 29, 143, 343, 344, 374, 
379, 380 ; S araw ak , 2 e i  seq ., 29, 
379, 380 ; S iam , 2 e t s e q . ,  29, 379, 
380 ; and  sm a llh o ld ii^ , equ ity  of 
ro trictio n  between, 208 e t  seq . \ 
assessment o f M a layan , 96 ; costs! 
see Costs ; distribution of owner­
ship, 5 ; equipm ent an d  m ateria l

gi-ades o f penonncl, 4, 200 2 0 l' 
production , ~ ’p-

I ro d u c u o n •quotas of M a la yan , 96 ,
rcp lan u n g  versus new 
189, 190 ; size of, 4, 265 
334  : y ield s , s u  Y ields ’ 

E stim ates o f future physical p r„ l„ t.
tiv ity , 184, 185 

Excess profits ta x , 161 e t  se.q., \^2 
E xport led ge r  system , 90 
E xport righ ts, 128, 132, 148, 163, 165 

168, 170 ; priccs of, 388 : sale of 
120 e t  s eq ., 163 

E xport tax , N .E .I ., 38, lO l, 1I2 l u  
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... . >4î . 35)3 : future, jeopardised
tivc capacity  a n a  suppu>~, ~ 
sea.. 346. 353 ; future, jeopardised 
by  restriction, 210 e t  seq. : labour 
siluation on. 2^'̂ - T T l f i 'o fsm a llh o ld c .-sm ih cN .E .l.-1 16 .
p lan ted area , 3 et seq ., J/ 9 -8U . 
U iu o n  of. 56 c t  seq. : p n c « ,  
M a laya . 59. 370 : prices. N-E.I-. 
49 e t  seq ., 37:> : production. 29, 
56 et seq .. 96 e l seq ., 115 e t  seq ., 
1.14, 17 0 . 341. 375 ; produc-
tion, M a k y a , 42 , l « ,  97 98 
'V>0 ; production, N .l'-J .. w  «  
w .  ; quotas of M alayan . J6  el

'tapping tests in the N.E I.. 144 ; 
technical progi'css on,_2/-i rf seq. , 
see a lso  Bark consumption, M a laya ,



■lUi' .  

/ N eU ier)
U^.oldinRs And fstatcs-^oa/^. 
^ 'eU ie r la n d s  East Indies. QuoUvs, 

M e P lanting density. R egu latio ji, and  
.* Rubber tree census 

SmaDlialdin.sr? enquiry in NL^Iaya, 3b

Soil rrosion, 182, 187, 189, 259 
Soliva. R ., 275
Sov-iei Union, kok-saghyz production, 

305 ; synthetic rubber production, 
290-1 

Sovprene, 291 
Spear grass, s a  Lalatig 
S K v cn s .J - .a e , 67, 71. 7“)
Stevenson Scheme., xu i, 3 , U , 11, l o ,  

34, 37, 43, 4 4 ,6 5 , 90, 93 , 99, 100, 
127, 203, 215, 327 

Stockdaie. S ir  Frank, 20, 283-4  
Stocte, norm al, an d  efficient producers, 

19J e t s e q .  ; ofrubbei-, 31, 45, 154 
e l  seq ., 169, 392 : s e e  a h o  Buffer 
stock scheme 

S ivrene, 295, 299-300, 326-7 
Sum atra , s e t  N etlierlands East Indies 
Supply, elasticity  of, 28, 30 
Synthetic rubber, compedtion w ith 

natural rubber, 311 e l  seq . ; pro­
duction and costs, 290-1 , 294, 
2 9 6 ,2 9 9 -3 0 2 .3 1 6 -1 7 ; rise of. 287 
e t  seq. \ see a lso  Buna N, Buna S, 
B u i^ e n e ,  Butyl. Neoprene. S ty ­
rene, and  Thiokol

policies, Ceylon . 303-5  ; icjis 
ih c N .E .L , 144 

T ax , export on N .E .I. native rubbfr 
38, 101, 112-13, 115, 118, 124 
142, 384 < / «? .

T a y lc r ,V .  A ., 6 6 -7 , 71, 79 ■
T em pany , S ir  H aro ld , 362 ;
Th ioko l, 289, 291, 294 ,
T y re s  an d  tubes from  Buna S , 297,310 ; '  

m anufacture, costs of, 313-14; 
production in  tlie  U .S .A ., 26

U n ited  P lan tin g  Association of M a la ya ,!
235 , 237-B , 241 ,

U n ited  S tates, au tom obile  production 
in , 26, 132-3 ; production of! 
syn thetic  rubber, 297 et seq. ; ; 
some p rin c ip a l im ports, x i i ; value , 
o f British  exports to, x ii ; see also I 
Absorption of rubbei- :

U n ited  S tates m otor industry , demand I 
for rub b er, x i i ,  2 5 -6  [

U n ited  S ta tes R ub b er Reser\ r  Com -;
p an y , 305 |

U .S .S .R .,  s e e  Sov iet U nion

W ages on estates, 18, 20. 23^4, 43. 45
-  • -"T  244 eet\50 e i  s eq ., 71, 218 
s eq ., 322, 341 

W hitford , H . N .. 2 -3 , 6 6 -7 , 79-80, 
108, 359, 361, 366-7  

W ild  rubber, 305

Y ields of budgrafted  rubber and  clonal 
Tapp ing , im proved systems of, 23 4 -6  ; seed , 262 e t  seq . ', on estates and

on sm allholdings, 40-1  ; percen- sm allho ld ings, 29, 60 96
tage of m ature acrcage  out of, 390 ; s eq ., 108, 145 e t  seq .. 188, 206-7,
holidays, 42 -3 , 48 . 75, 108, 126 ; 342, 371




