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PREFACE

o0 st or the research for this study was pursued during my

tenure in 1943-45 of the Leon R~ earch Fellowship of the
University of London, and | 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 of 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 of the International Rubber Regulation Committee,
and this permission has been of great value. A similarly liberal
attitude was adopted by Sir Joha 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 of material, the mamier, of its
presentation and the opinions expr”sed are, of course, entirely my
own. | 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 of planting technique, labour legisla-
tion, the production and marketing of rubber and of the adminis--
iralion of regulation, | 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 |
hope they will all accept this general acknowledgment of much
assistance readily given. Mr. W. 0. G. Kellett has given valuable
help in the collection and analysis of the statistics of 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.

My chief debt is, however, to Mr. 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 of a preface.
London, n P. T. B.

October 1947

The books in this series are published by the London

School of Economics and Political Science, but the

authors alone are responsible for the views expressed
in them.
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INTRODUCTION

fAH IS study is primarily concerned with the production of
_L crude rubber (natural and synthetic) ; the activities of the
rubber manufacturing industry are dealt with only in so far as
they affect the fortunes of 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 thewar supplied over 98 per cent, of theworld’s require-
ments ; the small balance was represented by wild rubber, the
produce of 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 of 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 of that of all
domestic exports from the Colonies, and in 1940 and 1941 the
propordon was probably much larger. A semi-official estimate of
the value of rubber exports from the Colonies is as follows :
Domestic Exports of Rubber from the British Colonial Empire, 1937-41

(£ millions, to the nearest five million)

1937 1938 1939 1940 1941
50 30 40 65 65

Between one-third and two-fifths of 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 wiis among the wealthiest colonial territories,
was (and still is) largely dependent on rubber, which usually
represented about three-quartei-s or more of the value of the
agricultural output.*

' Rubb« 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 of the f.o.b. value of domestic rubber exports from the
British Empire to the U.S.A. :

Approximate Value of British Rubber Exports to the U.S.A., 1937-41
(Million 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 of the total of 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 kg7h. The following figures summarise the position for the
yCiirs 19°7—¢1 i

Some Principal U.S. Imports, 19.17-41
(Million dollan, in order of 1941 f.0.b. values)

1937 1938 1939 1940
Rubber . . . . 248 130 178 318 13;;
ww| . 96 23 50 85 205
Colfcc . . . . 151 138 140 127 177
. om 166 130 125 113 153
™ . . 104 45 7 128 150

" . . . . . rubber occupied
first pUce in this series ; in the exceptional years of 1940 and 1941

or .

cA'Sty™
Hgllé(?)fflt?(‘)ﬁ}"\;/grlyalt')gorption (consumption) ofrubbfee}rw';sa%yoﬂ?é
of'tht'ar'Th accounted for three-quarters

dML Ir J " Prospenty of the rubber industry thus largely
depended on American economic activity and on the fortune's of
he motor industry in particular. The U.S. motor industry (Ld

Uns alrtTT."iyTT" 12
annual rate of 650,000’tont year hterit*h'id Tl



tion schemc—perhaps the most powerful and certainly one of the
most important raw material control schemes. It also reviews the
rise of the synthetic rubber industry, chiefly in the U.S.A., and the
principal aspects of 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 of output was in
force for at least part of every year between the end of the first
World War (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 of little use for observing producers’
reactions to price changes. Where they are necessary for an
understanding of 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 | is devoted to a detailed review of that period.
While much of the subsequent argument and some of the con-
clusions are of nec”ity based on the experience of th”~e yeara, the
reader principally interested in the future of the industry and
impatient of the detailed account can omit Part |, except perhaps
Chapters 1 and 5.

* The Stevenson schrme (1922-28) tms been discuss«l in detail by Mr.J. W. F. Row
in Special Meimrandwn No. 34 of the b>ndon and Cambridge Economic Scrvicc (1931).
Oihrr pre-1929 evenis 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.






PART |
THE imUSTRr TO 1933
CHAPTER 1
THE STRUCTURE OF THE INDUSTRY

+1~ UBBER is produced from the latex which occurs in the bark

the tree Hevea 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. All the processes are essentially simple. Tapping
is the opening of 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 of tapping and with the tapping
system adopted. If a tree is left untapped bark reser\'es \snll be
greater, with the possibility of 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 of passing it
through a seri(s of 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 of cultivation
and, of coui-se, great differences of size, the basic proc”~es (and the
equipment) arc essentially the same both on cstatt., uiiu small-
holdings.

With the important exceptions of certain changes in acreage
and in tlie cost of production (both of which are dealt with sub-
1



sequciitly '), (he stniclure of the industry altered very little between
the late 1920’s ajid the outbreak of the Pacific war. For simplicity
of 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 of 7,710,000 was made up as follows :

Table |
Anas Planted with Rubber at Ute end of 1929

(Tliousaiid acres, to the nearest five thousand) <
Mature  Immature Total

Malaya . 2475 470 2,945
1,030 3 155
Sarawak - o w0
260
India (mcludmg Burma) 130 40 170
British Nortli Borneo 80 40
French Indo-China 100 195 zlgzg
Siam . 35 115 150
Tota)
. 3520
o.he;rom. ™ : H 2115
Grand total 7710
ms, and to
mosfdrTh were based o,t official estimates,
that of tNi" Fr approximations, while

NE!I ar ' ent of the tota
N.E 1 area) was |arge|y a guess. Dr. W% H%r%lus Bstimates gaEne

R«Lrc“ TDartm Commercial
™Ga,s Association
uTh . n *e immature acreage
chajg™'b. °id B
‘i>28

— +934 by Rubber
matcrial. Tables I and Il of Uiis®) Amcnca fR.M.A.), contain
DG 1930,

3Whnfarc| s Rofiort N4 Pafidfion MD@r W930. 00000 e

be foU o'St n o win no.
u. have beeo too W .'whkh M e e e ety ttTMed out
lation. At Ueend of 1929 Uic planted n «g “-

100,000

acrcs m cxcess of Dr. Whitford's figures.



was, however, below that of 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 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 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 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
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 of 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.l. His figures are as
follows ;

Tabte |l

Planted Area at ihe end of 1929 divided betiveen EstaUs and Smallholdings

(Thousand acrcs, to til? nearest five thousand)
EstaUs Simllholdings

Malaya 1,775 1,170
N.E.Iy. . 1,355 1,800
Ceylon 370" 170»
Sarawak . 10 250
Tndiu (including Bunna) 115 55
British North Borneo 75 45
French Indo-Ghina 295 —

Siam 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 conQrmed by subsc<iuent information.



sequently ‘), tlu; structure of the industry altered very little between
the late 1920’s and the outbreak of the Pacific war. For simplicity
of exposition this chaptcr describes the industry as if was in 1929
The planted area at the end of 1929 was estimated by the late
Dr. Whitford» at 7,635,000 acrcs in the East, and at 75,000 acres
elsewhere. The total of 7,710,000 was made up as follows :

Tabte |
Areas PImled with Rubber at the end of 1929

(Thousand acres, to the nearest five thousand) «
Mature_____itmyitire

Malaya 2,475 470 2,945
NET RV ngE0 3,155
. 480 50 540
Sarawa S 85 178 260
India (including Burma) 130 40 170
British Norih Borneo . . 80 40
French Indo-Ghina . Jia) 495 %
35 115 50
Total
her cour - B2l 2115 7535
Grand total 7710
iadkatclkb, approximatb,,,. a,.d to
r, Oftte NFr “ “ -PP-ximation.. whilj
NF IV 1 reT" consequently of the total
wide ™ f n estimates gained
ReLrcT n t by the Gommcreial
(RGAI. Hisfi Association
ul-iv. I ' *m' "' ature acrcagc
ir<L - 3 n
128

by U.. Rubto

much valttttSiirmaterial. Tables ! and IT ¢X , . (R.M.A.), coniain

be folio's herTr~
«nd ate 1934someimpom” g, remtS ,oITI' 'eS“PH.<n.
N.E.l. natives and of Siam. of the planted area of ihr

+ gy ymed out
V""" »frubber tegu-
Smm were each about 100,1X10

to have been loo low. S | wtj»TO?om rtL™!*“ f
lcuo,,. A.theendof1929thepL “ravr?2rfT 7
cres m eltcejs of Dr. Whitford'. figorei.



was, however, below that of 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 of the
native area in the N.E.l.

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 of new planting
in Malaya and Cevlon.

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

Tabte Il

Planled Arm at the end of 1929 divided helzvem Estates and Smallholdings

ri'housancl acrra, lo Ihe nearest fivi; (.Koujand)

Estates Sinallholdings

Malaya 1,775 1,170
N.E.Iy. 1.355 1,800
Ceyloii . 370% 170-
Siiiavvak . 10 250
India (imluding Burnui) 115 55
BiilLsh North IkrrKXi 75 45
French Indo-Chiiia . 295 *150
Siam —

3.995 3,640

wThe division of thr Ccvlon arra is not Dr.\Vhitlord’s but is based ona 1930 R.G.A.
esiimalc, which waa broadly confimicd by subsciuent tnfurniution



the rubber industry

Thus in 1929 according to these figures 52 per cont of the

iTilian'acreages and the smallholdings area in Ceylon and the
N E | were all substantially under-estimated it is certain *at at
the end 0f1929 smallholders owned over one-halfofthe planted area,
“ at the Asiatic-owned acreage was over 60 Per cent of tlie total

The distinction between estates and smallhoWings has been of
great importance since the earliest days of the industry. The
HUtes are large or at least fair-sized umts of several hundred
or several thousand acres each, operated mth substantial capital
and employing large labour forces in receipt of a feed daily wage
The majority of the smallholding acreage is in the hands of 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 of 15-100 acres each, usually tapped wvith the help ol
outside labour, either on a share basis, or m receipt of P'ece-res
and paid according to the amount of rubber brought m. This
tvpe of property is sometimes kno\'m as a medium holdmg, and the
CTcater part of 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 of 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 of 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,
wlk) 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 ~cncy house, the secretarial firm, the board of 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 of the estate acreagc is European-owned» ;
in Malaya about one-quarter of the estate area is in Asiatic, largely
Chinese, ownership. The smallholdings and medium holdings are
in Asiatic ownership ; in the N.E.l. (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 of 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-halfofthe total acreage in Malaya officially classed
as smallholdings consisted of holdings of 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>- of Cliincse and Indian owTiers ofsmallholdings are absentee
owners of medium holdings. Veiy few of the Chinese and Indian
estate labourers have had the opportunity of planting and developmg
rubber smallholdings, partly because of the ban on the alienation
of land for rubber planting from 1922 to 1928 and again since
1930 and partly because of the reluctance of the authorities to

aUenate land to this type ofowner ; 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 of medium holdings within the general smallholdm”
acreage was probably of the same order as that in Malaya.® The

> In discmsioo. of the n"bbcr reftre,ccs to ur\yincite
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 ac’(‘ea e b in American hands.

» In th 1. the offic.a) distiiKiion was based on differenc« of in
the Iocal populauon held lai>d on uiles > h«e these err issied® ofa difrerew ~

those jasu” to other oVwrers. lends further Juthcat’\oQ to the use of ihe trnu
rfcm.8 .os*Uholte E.l.;i. » *1» m .coorfimc w,*

oSio~racu”~A~~ by occasions] British and U.S. comul.r rcpora imd by
coiiduatfd for the adnunistraiion of rubber restriction.



ownereliip of a property of over 15 acres, or of 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 of this class.i In
Icontrast, the bulk of N.E.I. native acreage is owned by peasant
proprietors, each with a few acres.

It is often implied or suggested that the bulk of the small-
holding area is to be found in the immediate vicinity of 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 of the
total area, which mostly consists of entire stretches of rubber,
starting usually some little distance behind tlie Malay dwellings,
and often separated from these by a belt of padi fields. The trees
in the villages enjoy the advantages of a regular supply of 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 of the important rubber-producing
districts of Malaya, and the difference is often very striking.

The difference in the condition of the holdings in or around the
villages and the much larger stretches of smallholders’ rubber in
the interior is one reason, though not the only one, for the inade-
quacy of 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 of 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 of 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 ofrelease under restriction,
because of the lower transport costs to the nearest dealer or larger

‘ In accordance with general ofFifial practice, in tlii* study all properties of under
100 acres will be referred to aa tmallholding* ; where a distinciion is necessary, however,
the smaller holdings, owned by resident owners and generally operaled without outside
labour, will 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 of riverside
observation.

To conclude this brief preliminary discussion of the different
classes of rubber producer with a comparison in terms of output,
49 per cent, of 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 of round figures, believing these to be evidence
of careless work. Hence the pseudo-accuracy of many rubber
statistics which sometimes becomes quite grotesque as, for instance,
when in roundabout estimates of the approximate native rubber
acrcage of a N.E.I. residency the precise number of trees in that
area is given to the nearest digit. The worst example of pseudo-
accuracy occurred during the currency of 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 of the average density inferred that the area totalled
1,683,328 acres. Subsequent experience of the hazards of this
kind of estimating has not led to any improvement. In 1939 a
more detailed sur\'ey of these residencies was started ; results so
far, based on 46 per cent, ofthe area, show that the original estimates
understated ihe actual area by about 1J million acres, one-half
of the total area. But the revised figure of 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 of the total acreage under rubber is hazardous,
particularly because no really reliable figures of the N.E.l. native
acreage or of the total planted area of Siam have ever been

' Dr. Gforge Rae, in a paper read b«fore the Midland Seciion ofihe Insiiwtion i.-fihe
Rubber Industiy, Jajiiinry 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 ofJanuary, and an area planted, say,
in Januai-y 1925 but prepared for planting in the autumn of 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 of the age-composition of smallholders’
rubber throughout the East have always been precarious.

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

Output figures are available only for Malayan 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 ;

Tabte Il

Output of Rubber {Net Exports except for Malaya and
N.E.l. Estates) in 1929

(long tons)

Malaya estates . 24<3,000

smallholding? . :100,00U
446,000

N.E.I. estates 152.000

natives . 107.000
259,000
Ceylon 80,300
Sarawak . 11,200
India (including Burma) 13,400
British North Borneo . 7,400
French Indo-China 9,500
Siam. . . 4,300
831,100

“bsS: 26,000

The total output came from a very large number of independent
producers. The R.G.A., which was the most important association
of producers had a membership of some 600 companies, including
a number of 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 of the largest was three-quarters of one per cent, of
world production ; four or five British companies each produced
about one-half per cent, of 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 of the sterling
companies, but none had an output exceeding 2 per cent* ofworld
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, of the total 1929 output and
for about 15 per cent, of total estate production.

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

Tabte IV

Planted Acreage of Sterling Rubber Companies Operating in Various
Tenilories (financicd years ending between 1st July 1929-
and 30th June 1930)

Ariihmelic mean ®  Aledian “ o/
of planted area planted area

Terriioty {acres) {acres)
Malaya . . . 2,876 2,010
Sumatra . . . 4,563 2,580
Java 2,159
Ceylon.. .1 1,016
Other territories . 2,519 1,676
M territories . . 2812 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 of sterling rubber companies was (and

» These figures still applietl in 1941.



Still is) about ~'100,000-200,000, and that of the few VCI7 lurgc
Brhish rubber companies is only about ,000,000-1,500,000,
Speaking very broadly, the 1929 output of the ‘average sterling
company ' (whether arithmetic mean, median or mode) was around
400-500 tons in Malaya and the N.E.l. and 250-300 tons elsewhere,
against a total world estate rubber production of about 500,000
tons. A ton of rubber was worth about 4D c.i.f. consuming
countries at the dme, so tliat the annual output of the general run
of sterling companies was worth about ~”"30,000-40,000.”

The number of ‘units of control * on the estate side of 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 of course
through the advent of regulation which superimposed a monopoly
on a perfectly competitive system.

Although no rubber company owned more than about one per
cent, of 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 Java were on the average even
‘smaller than the sterling companies. At the end of 1929 the
total rubber estate area in Java of 556,000 acres belonged to 546
company-owned estates. The very few large rubber producers
in Java 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 of companies and their wide range of size
has been much discussed since the 1920’s, with particular reference
to the responsibility of the secretarial and agency lirms for the
multiplicity of small companies. The multiplication of secretarial
and directors’ fees was not the original cause of the small size and
large number of the rubber companies, which can be explained
chicfly by the rapid growth of a hazardous industry. Eastern
merchants and enterprising individuals developed the early estates

' The locally cfwncd companies were evca siimller ; none or these had even ofi<-
qiiaricr ofone per cent, oithe world iicreage. Sixty-onc locally domirilca public Malayan
companies were analysed from various publications of Malayan 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

Malayan 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 of
the industry and the technique of cultivation were entirely con-
jectural. The investor, too, preferred to spread his risk by invesdng
in a number of 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 of large-scale production in rubber grow-
ing are of minor importance.

At the same time, there is no doubt that the maintenance of a
large number of separate units has been to the advantage of the
secretarial firms, which were therefore generally inclined to oppose
amalgamation of 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 of the rubber companies.
An 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 of 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 of the secretarial firm or their nominees.
In practice, several companies \vilhin a group would talce up shares
in another eastern enterprise, so that the latter would not be a
subsidiary of any other company within the meaning of the Com-
panies Acts. This use of their fimds has hardly been in the best
interests of the rubber companies. Tropical agriculture is a nsky
business, and to invest the surplus funds of 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. If it be tliought desirable to invest their surplus
funds in rubber or other forms of tropical enterprise, then cleariy
the logical line of 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 of rubber company funds, it has undoubtedly led to abuses



and has been w conlnbulory cause of 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 of modern industry.

ITI

During 1929 costs were appreciably rcduccd on estates in Malaya
and Ceylon. Much liigher yields than had been expected followed
the withdrawal of the Stevenson scheme,™ and by the end of 1929
it was evident that they could not be explained in terms of 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 Malaya and Ceylon were masked by
restriction.  Further substantial improvement”in technique were
introduced in 1929 and early in 1930 and, wthout as yet any
reduction in salaries and wages, appreciable economies had been
effected between the middle of 1928 and the beginning of 1930.

A fair amount of miscellaneous information is available on estate
costs in 1929.S The returns to the Commercial Research Depart-
ment of 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 of the mature area owned by
sterling companies) with an annual output of about 160,000 tons,

* This was a compulsory restriction schemc in force in Malaya 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 the enormous expansion of the N.E.I. native acreage, now belicsed
to_«*ual Ac entire planted area of Malaya. In Amcrica it engendered a hostility lo
Bntish rubber producers whictr has not yet disappeared.

» The familiar difficultits of estimating costs of output are enhanced in rubber by
vanous consid”ations.  Tliia subjccl is treated in * Rubber Productiotj Costs during liic
fgs! and ‘ Notes on Cost > Economica. Alay

li jLTif g i. reviced 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 of 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 of companies whose fiscal year ended during
the first halfof 1929 were about 0*5rf.-0-6(/. higher as these were still
affected by restriction during the closing months of the Stevenson
scheme.

The Economist of 10th May 1930 listed 103 rubber companies
(virtually all larger units or members of the leading agency groups)
which had shown their f.0.b, and/or all-in costs in their last published
report. Many of these covered operations in 1928-29. The
arithmetic mean of these f.0.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 Producing 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 of the smaller companies averaged
6-15Y. 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 The Economist. 1f only companies with
fiscal years ending in December had been chosen and freight and
selling charges excluded consistently, the costs of the companies
listed in The Economist and of those extracted from Rubber Producing
Companies would have approximated very closely to those of the
R.G.A. returns.

Thus all-in cash costs of sterling estate producers towards the end
of 1929 were very generally around ~d.-Id. perlb., landed London.
The figures are much in accordance with Mr. Rowe’s estimate *
of6rf. as the all-in cash cost per Ib. of Malayan sterling companies at
that time. The general run of 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 of about

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



Id.~\y. per Ib,, suggesting all-in costs of about 8if.,or slightly less.
The costs of Dutch companies were, on the whole, much the same
as those of 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.0.b. costs.
Among sterling companies those operating in Malaya were the
cheapest producers ; many sterling companies in the N.E.l. had
high costs, compared both to their Malayan 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 Ib.
(on the 1929 figures) and size of company as measured by mature
acreage. The 1930 and 1931 volumes of Rubber Producing Compmm .
give sufficient information of tlic costs and the mature areas of 150
companies (providing 84 instances of all-in costs and 110 of f.o.b.
costs) for the purposes of correlation analysis. No significant corre-
lation could be found. Size and costs have also been compared for
45 Malayan dollar companies on the basis of data derived from a
circular issued by a Singapore firm of 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 of 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 of 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, of course, between companies
and not between estates. The majority of the larger Malayan
companies comprise a number of often widely-scattercd estates or
divisions, while several companies had estates both in Malaya 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 IMPACT OF THE DEPRESSION ON MALAYA
AND THE NETHERLANDS EAST INDIES

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 of difficulty,
or even of depression for rubber and tin. The full onset of the
depression was, however, not felt until the Wall Street crash.
With 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 of ihc 1929 output of -Malayan agriculture (excluding the
output of fisheries and of forest products) is estimated at 430 + 20
million Straits dollars of which 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

Th e post-war boom for most primary" producers, particularly in

‘ The calculaiioTis underlying thctc wtinaatw are discussed in Appendix A.
* When no great accume>- 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-shcth-  Pence can be coQuverted into Straits
ceaiia by multiplying by 37 Until September 1931, 7 guilder cenu almost cxactly
equalled 5 Straiis cents, and subject to day-to-day fluctuations after September 1931,
one Straiu cent equfillcd approximately 0-9-1 gtiilder cent. One rupee cent equals
two-tbiitls 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
was rvorth about onR halfpenny, while at the rate t.f excha»™e which has ruled smce
September 1939, 5 U.S. cents are worth iJ.
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generally, and of Malaya in particular, foreign trade figures are
useful indices of important aspects of the national economy. For
Malaya, complications are introduced by the division into Straits
Setdements, Federated Malay 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 Malaya as a whole,
since the authorities considered that the importance of the entrepot
trade of 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 of the F.M.S.
The following table shows the decline in the value of net exports
from the F.M.S. during the depression.

Table |
Net Exports of P.M.S. Produce, 1929-33

(Million Straits dollars)

1929 1930 1931 1932 1933
Total . . . . 338 202 118 83 108
Rubber and latex . 202 108 54 37 58
Tin and tin-orc 117 7 51 31 37

Net imports into the F.M.S. declined from 190 million dollars
in 1929 to 63 millions in 1933. The F.M.S, (and Malaya 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 of 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 of net
imports in Table XI all relate to commodities of 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 of Britain,
where real consumption was well maintained during the slump.

The sharp fall in export values shown in Table | was almost
entirely due to the collapse ofrubber and tin prices. The Singapore
price 1 of rubber averaged 34~ cents per Ib. in 1929 and only 7 cents
in 1932, while tin fell from 104 dollars per pikul (133] Ib.) to an

Unless otherwise ipecificd, refere*nces lo the price of rubber throughout this study
are to the spot price of standard quality ribbed smoked sheet.



IMPACT OF THE. DEPRESSION

Table 11
Sundry Net Imports into the F.M.S., 1929-32
1929 1930 1931 1932
Tinned milk ; thousand cajci ~T 449 2325 1§$
Tea : thousand Ib- . 3.80i '
Tobacco, cigars, cigarctles ;
thousand Ib. 10.713 8,657 S 2
Matches; ten millions. 390 s ite
Beer and ale : thousand gallons 298 234 18107
Cotton piece goods : thousand yards iv.uu 24,969 19'8413 . 14
Kerosene oil : thousand tons 24 33 23
Motor spirit ; thousand tons . 4 48 709 249
Cycles : numbers . . 6,7 1‘330 401 175
Motor-cars ; numbers 441

average of 60 dollars in 1931 when restriction was introduced and
prices tliereby raised. Import prices did not decline m proportion,
and although there were sliagj reductions m the prices of most
imported foodstuffs, some raw materials and some classes of manu-
factures, especiiilly those supplied byJapan, 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 cent. 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 Malaya 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
simpler manufactured arucla arc n

fSw ter;italru X ritT

Tw'm-ices of these had fallen

manufacture;!, and so tlie
Jt”rvrio?M alavan
ably ovcntatei ilic decline in the unit v-alues of imports.



effFcct on the earnings of salary and wagc-earners was spectacular.
Between early 1930 and mid‘1932 daily wages of 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 of 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 of about 80
per cent. While the cost of living of 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 figure are also of some use as an index, albeit
only a partial one, of 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.

Tabte Il

F.M.S. Government Revenue and Expenditure, 1929-33
(Million Straits dollars)

1929 1930 1931 1932 1933
Revenue . 82 66 52 44 47
(Estimated revenue) (70) (83) (71) (56) (44)
Expendinire . . . 84 82 62 54 50

s._ Cross receipts
: F.M.S. railways
i Annual Reports of the

Auditor-General and ilic "Al fary 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 of magnitude of the decline in
the sources of revenue. The number of gallons of liquor of 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 of 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.



rate of the export duty varied witli the Singapore price (at 1929
prices it was around 3-4 per cent, ad 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 of 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, ad vatorem), 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
article 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 of 43-7 millions
by 1933, or approximately one-halfof the 1929 level. The Govern-
ment was prepared to undertake drastic measures and actual
expenditure in 1933 was just over 50 millions.”

Malaya 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 of foodstuflk, especially of 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. Simikr botliei
had been foirocd a few months earlier iji the S.S., as wcU as the N.E.l.  The fmdingj of
the last were the gloomiest iuid even envisaged a complete administrative collapse aa a
result_of the fiscal deficit. o o o

« Furtlier aspects of the deprcssioa, including its reflection in Malayan bankruptcy
and criminal statisdcs, are reviewed in ‘ Some Aspects of the Malayan Rubber Slump
Economka, Nov. 1944,

* Padi is the unhusked grain of the rice plant



Yet Malaya’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 Malaya was far higher than in
India, Ceylon or the rice-producing countries of South-east Asia.
Money and real wages were substantially higher in Malaya than
in India or China ; real wages exceeded those of South India by at
least 75 per cent., and probably by more. To quote one authority,
Mr. C. A. Vlieland in his Report on the 1921 Malayan Census refers
to tlic material benefits which the varied races living in Malay
derived from the commercial prosperity of the country. Economi-
cally, Malaya was a veritable Eldorado (Vlieland’s expression) to
the poorest masses of South and South-east Asia. ‘So it comes
about that there is a continuous stream of immigrants from China,
India, Java . . . coming to seek their fortunes in Malaya . . .
they no less than the Europeans hope to amass in Malaya, if 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 of poor soil conditions,® and resulted largely
from commercial prosperity. A policy of self-sufficiency or even
of large-scale diversification might well have resulted in an appre-
ciable reduction in the standard of 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

>RwpOTL, 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 BulUlins 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 amirasted vividly
with the conditions of the Malayan rubber-growing smallholder, or the Indian csuif
Itbourers.  The reports may be read wili advantage by those who deprecate the Malayan
jmallholder-s preference for rubber, or Malaya's dependence on rubber and tin.

**Tlie basic factor controlling Malayan 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.’ Sir F. Stockdale,
Rtporl an a Visit to Malaya, Jaea, Sumatra and Ciylon in 1B3S, p. 9.



absence of some of the most important practical difficulties. The
country’s balance of payments was still favourable and there was
no foreign indebtedness. Again, the labour force which con-
sisted almost entirely of 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 of the Government; and the repatriated
workers were likely soon to be required again. Retrenchment was,
however, the order of the day ; in fact it appears that the decision
to suspend public works was taken just when the need became most
urgent. Kccotd X ngioxht Annual Report (gt 1931 ofthe Commissioner
of Police, F.M.S. : ‘By the middle of the year the programme of
useful and economic works had been almost exhausted. At 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 of 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 of 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.~

Critics of tlie reliance of Malaya 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.l. was still only on a very small

*  The otpericncc of Ceylon during thf. depression largely resembled that of Malaya
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 aporis ofany consequence ; tea, rubber and coconut products. Two seaaional
papers printed with tlie 1933 Procttdings of the Ceylon Sute Council throw interestii®
light ot» some features of Ceylon's internal economy ; the Rtporl of Ou Coconut Commission
and amemorandum by the Chief Veterinary Surgeon, Ceylon, on the principal branches
of the country’s animal 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 of practically every important
produrt of tropical agriculture and had eig»rt surpluses of 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 of the data are incomplete but there is no dearth of
information to illustrate the trend of n-ents. Foreign trade figures
may again be taken first

Table !V
Net Exports and Imports, 1329-33
rMfllion gutldoi)

1929 1930 1931 1932 1933
Export* . . 1.464 1,186 749 544 470
. 1,152 919 593 384 329

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

Table V
Sundry ImfiorU into the N.E.I., 1929-33

(Thousand metric tons)

1929 1930 1931 1932 1933
C~an and cigarettcs 50 4-3 3-3 15 0-5
Bifcuiu 8-2 6-9 4-7 3-0 31
Brandy - 2-6 1-8 M 0-6 0-4
Gin 2-9 2-7 22 1-6 14
Matchcs H-8 10-3 8-2 5-0 32
Sulphate of ammonia 130-5 123-5 123-0 79-0 332

Figure# from ihc official Ecmomuch Weekblad

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

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



also operated many commercial enterprises, such as the famous
Banka tin min«,‘as weD as rubber estate and other plantations.
When the effects of 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 of 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 fruitier in the face of
the rapid contraction of incomes. The following table shows the
deterioration of the fiscal position during the slump :

Tabte VI

Government Ordinary Revenue and Expenditure, 1929-33

~Million guilders)

1929 1930 1931 1932 1933
Revenue 524 441 378 284 242
Expenditure 515 524 481 421 393
Suiplus or deficit 9 - 83 - 103 - 137 - 151

The figures exclude the receipts and outings of the commercial
enterpiises of the X.E.l. 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.l. The value of rubber exports had fallen calamitously
during tlie slump from 281 million guilders in 1928 to 34 millions
in 1932.

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



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 Java accepted work for a ten-hour day at a
daily wage of 10 guilder cents or less, even if 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.l. fared no better than Malaya. It may
have been tliat the sustained and stubborn deflationary policy
pursued in the N.E.I. offset such influence as the diversity of their
economy may have had in mitigating the effects of the depression.

The producing territories were brought to the verge of 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 of these measures was
rubber restriction.
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cept 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 of com-
paratively slight maladjustments also emerge from a study of the
depression. Moreover, no doubt because of its exceptional severity,
the great slump seems to have left a particularly marked and
lasting effect on the outiook of the leaders of the industry.

Its youthfulness and rapidity of 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. Over 90 per cent, of 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 of the very rapid growth of the industry and the
longevity of the trees, in 1930 snrtually none of 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 of the short life of the rubber industr>" was thus applied in
conditions of particular immaturitv’. No other branch of agri-
culture has ever developed so rapidly, and it is unlikely that there
is any other industry- of comparable importance which has not
renewed the fixed capital which was first invested.

Although 1929 was a year of comparative stability in the
industry, and even the prices ruling at the end of 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, of the world rubber absorption was

25 B*



by the motor industry, and the U.S.A., which at that time had
four-fifths, and produced seven-eighths, of the world’s motor cars,
accounted for about Ihrcc-fifths of world absorpdon. The cost of
rubber in t>'res is a veiy small percentage of the cost of buying or
running a car,* and as the possibility of substitution between re-
claimed and crude rubber is limited, the short-period demand for
rubber is ver)' 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 of 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 of 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 of 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 ofa few years tlie amountofrubber
required for replacement. American output of 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 of 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
of 1929-32 they suffered very large inventory losses, which ran
into many millions of dollars. Heavy losses were also incurred as
a result of 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 of the two great mail-order

» cost of ~dc rubber was not a dominaut ia-m even in the cost of tyr«-
Accordifig to the Rubber Manufacturers’ Asiociaiion of Amcrica. crude rubber rrnrf-
A~ 22 percct. ofUicscHing value of the average .>tc in J929 and 6 per ccni. inm i ;

m Grwt Britain m 1932 the proponion waa about 4 pci- cent, of the retail price of tyres.
1tic intlucnce 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 of the troubles bequeathed to the industry by the
Stevenson scheme, since the use of reclaim was popularised by the
famine prices of 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 of
reclaim 10-4 cents ; in 1932 crude rubber averaged 3-4 and reclaim
3-8 cents ; yet the ratio of absorption of 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.

Tabte |
Absorption of Rubber in Importing Countries, 1929-33

' (Thoiaand tows)

Absorplion
oidside Absorpiion Total
the US.A. in the USA. 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>'ment
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 hqgarding 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.

The vulnerable position of the industry was accentuated by the
low elasticity of supply of important groups of producer. Dircct
costs of the majority of estates were around one-third or two-fifths
of 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 With the exception of Java, the most important
producing territories rehed on immigrant labour, and this enhanced
the bias towards low elasticity of supply® Many 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 of the fall in demand
were greatly accentuated by an increase in capacity, or more
precisely, in the area reaching maturity.* Table Il 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.l. native acreage. This increase—
subsequently found to have been far greater than indicated by the
figures in this table—was the principal legacy of 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 10d. under conditions of perfcct competition, apecially 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, May 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 simpliiiiy ii
may be defin<rf as the output which can be produced from a given ajea when the entire
acreagc is bemg tapped at a rate at which bark renewal approximately equals bark
consumption

«‘'iablcs shewing actual outputs and eiiimated capacity, as weU as variations i»

in"prdU B ~ producing territories, will be fouiid
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Tabte I
Mature Acreage in Various Producing Ten

. (Thousand acres, to the nearest five ih

1929 1930 19i

Malaya 2,360 2,435 2,58
N.E.I. cslalea 920 975 1,041
N.E.I. natives 550 800 1125
Ceylon 490 500 520
Sarawak 60 90 140
India (iocluding Burma) 120 130 140 165
British North Borneo 65 70 80 90 S5
French Indo-China 80 100 125 185 260
Siam . . . . 35 55 115 145

Total 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 of tapping of areas which had come into bearing.”
The yield figures, necessarily approximate, are given in the following
table.

Tabte Il
Estimated Output per Mature Acre, 1929-33

(Ib. per acre, to the nearest five Ib.)

1929 1930 1931 1932 1933
Average London Price

{pence per Ib.) . 103 5-9 31 23 32
Malaya—estates . . 410 380 375 365 355
Malaya—smallholdings . 480 460 445 385 465
M alaya—total . 440 415 405 375 400
N.E.I. estates—Outer Provinces . 375 365 390 360 360
N.E.l. estates—Java .39 385 400 325 380
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
Sarawak . . . . 420 225 170 85 105
Britisli North Burneo . . 225 200 155 120 170
India (including Bunna) . 240 205 155 65 85
French Indo-China 215 175 135 120 150
Siam .. 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., t"TCSand tubes were entirely responsible for the decrease
in absorption ; there was a slight increase in other uses.

The vulnerable position of the industry was accentuated by the
low elasticxt)' of supply of important groups of producer. Direct
costs of the majority’ of estates were around one-third or two-fifths
of 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." With the exception of Java, the most important
producing territories relied on immigrant labour, and this enhanced
the bias towards low elasticity of supply.® Many 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 of the fall in demand
were greatly accentuated by an increase in capacity, or more
precisely, in the area reacliing maturity.* Table 1l 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.l. nadve acreage. This increase—
subsequently found to have been far greater than indicated by the
figures in this table—was the principal legacy of the Stevenson
s"eme.

The simplest way of 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.-4d. were compatible wiili a market
pricc of 10d. 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, May 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

» lable* sW ii« actual outputs and estimated capacity, as well as variatioiu iu

B lerrUories, will be fom.d
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Tabte Il
Mature Acreage in Various Producing Territories, 1929-33

, to the nearest five thousand)

1929 1930 1931 1932 1933
Malaya 2,360 2,435 2,585 2,685 2,760
N.E.l. estates 920 975 1,040 1,135 1,235
N.E.I. natives 550 800 1,125 1,350 1,550
Ceylon 490 500 520 535 540
Sarawak 60 90 140 200 250
India (including Burma) 120 130 140 150 165
British North Borneo 65 70 80 90
Ercnch Indo-China 80 100 125 185 260
Siam . . . . 35 55 80 115 145
Total . 4,680 5,155 5,835 6,445 7,000

There arc minor discrepancies (n”ligible 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 of tapping of areas which had come into bearing.'
The yield figures, necessarily approximate, are given in the followng
table.

Tabte Il
Estimated Outpu{ per Mature Acre, 1929-Z5

(Ib. per acre, to the nearest five Ib.)

1929 1930 1931 1932 1933
Amage London Price

(pence per b)) . 10-3 6-9 31 2-3 32
Malaya—estates . 430 380 375 365 355
Malaya—smallholdings 460 460 445 385 465
Malaya—total 440 415 405 375 400
N.E.I. estates—Outer Provinces 375 365 390 360 360
N.E.l. estates—Java 390 385 400 325 380
N.E.I. estates—total 380 375 395 345 365
N.E.l. natives 430 245 170 105 165
Ceylon . . . . 360 350 260 210 275
Sarawak . . . 420 225 170 85 105
British North Borneo 225 200 155 120 170
India (including Burma) 240 205 155 65 85
French Indo-Clhina 215 175 135 120 150
Siam .. 275 190 100 60 110

*  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. Thae considerations do not apply to such large variadons as are shown
in ihe uble.



These figures, though they are only estimates, show well how
diffirttly T e Various classes of ?roducer reacted to the steep
differently fi

,.»bbcr from tlie estates m the
dechne m the pnce ~ nA, elastic; these estate,

1'Z L loi estate output, principally because of the ab.hty of th

acréages shownlanI'abIe Itl above, natura1|y accentuatled 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 Si its steep decline. Absorption began to fall m the autu™
of 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 stoch
over this period.

. Mr P. L.m.nine Vac«, CW iilr Com; (1M3), which induda a d.apICT pir-
coning lo be a i*rious aoalysii of rubber resulatioa, co”onts m Mom on >mjl-
Mdm - production : mThe native, like peamnB everywhere, tends to P™i“ce m
ralhet Thm lea when the price begira to fall. m general Il,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 elastlaly 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.
nonnally be regarded as ‘ other things not being equal but for certain purpos« '
seems preferable to express the elasticity of iupply in terms of capacity 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.

Such a changc wouli
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Table IV

principal World Stocks at the end of each (garter and Quarterly Averages
of London and J™ew Tork Prices® 192973

Stocks Prw
Months'
1,000 absorption Pence Ctnu
Unis at cunent per Ib per Ib
colitiduT
yearly rale
305 4-6 H-3 228

1929 zl.i:jqume' 300 45 10-6 210
3rd 320 4-8 10-5 20-7
4th 385 5-7 87—{; 175—2

425 7-2 -

1030, 1t e 2 o 1o
3rd 480 8-1 4-9 9-8
4th 505 85 44 &1

1031 1st 545 96 39 -
2nd 545 9-6 30 64
3rd 570 10-1 2-3 5:5
4th , 605 11-4 30 47

1932 1st . 645 1-2 26 S
2nd . 600 10-5 19 28
3rd . 610 10-6 2-4 e
4tli . 640 li-2 g-&'zy 3—0

. 650 9-5 -

1933 zlzld - 8 o oo ‘;2
3rd . 635 9-3 3-8 i
4th 665 97 41 :

Th= include Malayan ..ock, 2™ T .

ing Soclo were equal to aboul 513 mouths absorption.
The lowest price was actually reached in June 1932 with a London
priL T T and a New York price of 2J cents ;
included freight, landing and delivery charges

At times the rate of decUne was very rapid, with the price
falungby 15 P - NAt.asion:ur”

rid ” ne® ~rjlitrLussions. As

in price founded on actual negouations there were ~
sha?p but ephemeral spurts, when rumours spread of je«nen
in negotiations wluch were actually “ “"S P'-e
ations wMch were of no importance at all
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London price in October
«bo » load rbe iu Amcnou. pnco IU May 19« w



wWrh w=is pure conjecture. Some of the canar™ sprung on a
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bchecme in isa j,ip to combarinK Oidmm heveae (the causc

rffecr~O ' |“ f fall) by sulphur-dusting. On the results, sulphur-
1  “rcould be recommended as an econom.c proponfon a-
mmtag the market price at tile time the expenmcnt was concluded.
b”?vte” me the Tropical Agriculturist {th. m o.M y magazme
of the'Cevlon Department of Agriculture) with the results of the
experiment had reached the planters, the Colombo price had fallen
so steeply that the economics of the

men 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
chLes of survival and the lifc-expectation of die various com-
panics, on die basis of 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 estimate based on them were
invariably upset, partly because prices fell below the ” “ t pessm
m isdc expectations, but even more because of the unexpected pi
ticity of Lsts." Between the end of 1929 and the ™ddle of 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 of the same
order* By 1932 f.o.b. costs of 1J-1Jrf. and all-m-costs of 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 mature area of a*ui
one million acres was published in November 1930. It was found that on the basis of
@sU and liquid assets given in their last reports, companies owning some three-quarttf]
of the matvire acreage reviewed could last only two years with rubber at or below 3a

pei Ib., 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 of estate output in face of the steep fall in the

~nProfits and dividends disappeared.  The Economise® sui®ey of
rubber company profits and dividends gives the following picture :

Tabte V

RubbeT Company Earnings and Payments, 1928—3"

(Yeara to 30th June)
Earned far Paid on
ordinary shares ordinaiy shares
[per cent.) {per cent.)

1928-29 L 8-4 6-2
1929-30 80 58
1930-31 14 12
1931-32 - 1-6(loss) 0-1
1932-33 - 1-3(loss) o1

This was the most unfavourable experience of 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 of div-idends cannot be
attributed to the absorption of profits by prior charges.

The plight of the companies was reflected m share values.
On the London Stock Exchange the Investors' Chronicle mdex of
rubber share values (31st December 1923 = 100) ~ragrf
123 in 1929, with a peak of 147, dechned to 19 mJtme 1932, «th
an average of 31 for the year In Batavia
shares (1928 = 100) touched eight m June 1932.
capitali ation of many sound rubber companies with ‘apital
arLnd £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 of 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 of companies were also very smal.

The market

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



2" the rubbf.k industry

actual rate of production of smaUholders’ rubber and of the output
actual Ialle ojP o?f?cials and Ieaderspof

ScTndTr” of undoubted integrity wiU be quoted. The survey i,
rfcoTsSrable practical interest; the comments, and Ae views

rw ,w them creatly influenced tlie assessments of vanom
da~STf prod.icefunder the international rubber regulation
s S ¢ with results to be shown later. It may also serve some
scnemc, instance to reveal from another angle
*“trmaturirof *e industry, dr to throw light on die expert
knowledge which professional participants m orgamsed producc

"®“The greTsfr|>ris”"e°TI929 was high rate of output from
Malayan smallholdings. Addressing the shareholders of a large
British rubber company in February 1929, a recognised leader of the
fnXst; “ho was'*chlirman of the N.E.I. Committee and of *e
Statist Committee of the R.G.A., as well as “

ofthe R G A.) estimated Malayan smaUholdeis output for 19p at
f2*000 tons ? they actually produced 200,000 tons. At first
explanation was souglit in flush production fol owing

resting under the Stevenson scheme, and when this could no lonpr
be maintained it was thought that the smallholders were

their capital by excessive bark consumption. As tlie P=
mature acre of the smallliolders in 1929 appreciably exceeded th.it
of estates (about 480 Ib. against 410 Ib.), 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 of Malayan native
rubber in 1929 that the benefits which accrued from enlorcea
resting during the years of restricted exports in the improvement ot
bark reserves were even greater than the advocates of 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 off in the production from thcsp areas. | 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

e
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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 of very low prices), but rose again rapidly to 220,000 tons in
1933, and to 253,000 tons during the twelve months to May 1934-,
when restriction was introduced. The last figure was over double
the capacity estimated by the chairman just quoted.

This unofficial leader of tlie industry was in very good company.
The Deputy Registrar-General of Statistics, S.5. and F.M.S., in
an article in the Malayan Agricultural Journal [M.AJ.) 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 of pro-
duction is certain to fall appreciably below that of 1929 output.’
This forecast proved entirely incorrect. Next year the same officer
made another attempt: = ‘ 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*mon—formed after close m-
spfclion of smalliwldmgs all over the country »-the output per acre on
large estates will exceed that on 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 of 1933 and the early part of 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', I-eb. 1930.

centare!mcllhol<linglofwhichlheaverageaieaicabout2iacrcjeach. j

Ili.t M kait one-half of the smallholdings iiren is ui holdings of over 3 acm each, and
iliis was easily asccrtainablw in 1931



properties of Malayan smaUholdm.
Sidually-surveyed haldings, mostly m the western {h.ghy
deveCed) part of Malaya. l.i the N.E.l. the pos.tim is radieaUy
ifeent and the native mbber holdings, or rather forests, are m
smrsely populated areas of Sumatra and Borneo where there
snoiLd regiLadon. Yet a systematic invesUgatton of eondmons
of Malayan smallholdings was not begun untd the middle of 1931.
S *en 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 nece-ty of
reconsidering the established ideas on Malayan smallholders
rubber According to an editorial note in die Malayan Agncullurd
loumal August 1931 : ‘ It has to be admitted that reliable informa-
tion as regards the capabilities of rubber under smallholding con-
ditions is almost entirely lacking. Statistics clearly indicate that
the general ideas on tlie yield of 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
ofbark 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 of 12 montfc, plaice at our
disposal sufficient information to provide a basis for calculation,
instead of tlie matter being one largely of pure conjecture as it has
been in die past.” This was indeed devastating comment on the
confident statements of experts and officials, and on the c ose
inspection * of smallholdings by the Deputy Registrar-General ol

Tliese were easily ace”sible,

*'"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 of 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 single tree masfound on which tapping
had to be suspended owing to lack of bark ; moreover, it appeared that bark
consumption was below the rate of bark renewal.

The progress of this enquiry’ was curiously reflected in the
Annual Reports of the Director of 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
mlv be considerably outstripping the rate of renewal. The 1931
T in was less confident: ‘Tapping was conunuous and bark
femoval excessive on holdings the owners of which had no other
OTrces of 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
lbicct L eal a studied vagueness. In the introducUon (signed
in 1933) to the report of the enquiry, the Director stated *at pre-
m> views on bark consumption and reserves on smallholdmgs

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

e N~ ceTtSn general considerations, alhed to easily ascertainable

facts.7 hould have suggested the need for caution ; these are d -
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depredated sterling. In 1933 an average price of 3id (depredated
sterling with the N.E.I. gmlder still on gold at an unchanged panty
which meant a reduction of 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 of that “ London
nrice of production was at a yearly rate of 160,000 tons, and
L s rising rapidly. In the spring of 1334 N.E.l. naUve exports
were ruining at an annual rate of 300,000 tons with a London
price of 5W.-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 of Agriculture
used to publish periodic official Riports on Native Rubber CuUaatioti
in the mherlands East Indies. These contained much the best
analysis of this subject. Yet in September 1930 tlie Pijth j*pott
concluded that the supply of 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.l. Native Report 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 of these
estimates can be found in the experience of the years 1934-36.
Between June 1934 and December 1936 N.E.l. native exports
under rubber regulation were kept in check by means of 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 Ib.) of diy rubber ; native exports
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commodity markets. It is probabJe that the worthlessness of 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 primary cause
was the inelasttcit>' of both demand and supply.

NOTE ON BARK CONSUMPTION ON SMALLHOLDINGS

‘lliroughout die 1930’s ?2uid until the outbreak oftheJapanese war the alleged
over-tapping of the trees and the excesshre bark consumption on smallholdings
9%es a rccurring theme of official Malayan publications, the Amml Reports
of the Rubber Research Institute of Malaya and the addresses of rubber company
chairmen. Yet there were present in Malaya ceitain general considerations
which should have suggested the need for a more cautious and critical attitude
than was usually adopted towards these repeated assertions.

After 1934 there was the obvious point Uiat under rubber regulation the yields
p u mature acre were rcduced to about 200-300 Ib. per acre, particularly in years
of Tow releases. Such yields could ccrtainly be obtained wth very liide strain
on the trees. Evenwhen yields onsmallholdings had been of the order 0f500 Jb.
per acre, or even higher, no overtapping was found by impartial experts such as
Dr. Whnford, Major Bridges, Mr. Meads and various Dutch investigators

Tlie large proportion of the Malayan smallholdings acreagc owned by non-
Malays was anodier consideration which was generally overlooked. About one-
h~fof*e s~lholdiDgs area is in Chinese or Indian ownersliip (very largely
tMese). and none of this rubberwould ever be overlapped except acddentaliy
Moreover, a large proportion of the nominally Malay holdings belong to
Javanese who are well known to be good tappers. According to Uie 1931
Malayan ccnsus other Malaysians * actually exceeded the number of Malays
m Johore, while m Sclaugor the numbers were almost equal. These other
AlaJaysians ' ~e comparati\-ely recent immigrams from the chief islands of the
Netherlands East Indies, mostly Javanese, Banjarese and Menangkabaus, the
~Njor.ty being Javanese. Most of these ‘other Malaysians', particularly the
Javanese,” carcfid and good tappers. 1iis doubtful whether the smallholdings
area o”~ed by Malays proper, as distinct from other Malaysians, has in recent
y~rs been more than two-fifths of the total Malayan smallholdings acreage «

pr<v.n.on nu>y be even les,, Moreover, the Malays tliem,dve, are AsLc
~anls, no primitive thbamcn. Not many peasants ofany race or nationality
are likely wilfu ly to mm then- property, least ofall a holding which is so difficull
to as well as to replace, a, a rubber smallholding

‘e x ¢ ] complications to be remembered One of

trees are a” Mt'*tapfefontSIhArAnAAAAn
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CHAPTER 4

PRODUCTION DURING THE SLUMP

he general course of the slump was reviewed in the previous

chapter. It is now proposed to consider in more detail the
course of production in each of the difTererrt territories. The
emphasis will be largely on the position of the estates ; the conditions
of smallholdings will be treated in the next chapter.

The following table shows Malayan production during
1929-33 1:
Tabte |

Production o f Rubber by Malayan Estates and Smallholdings and Averagi
Price of Rubber, 1929-33
Average price

Production (pence and Slraits cents
{thousand ions) per Ib.)
Estates Smallholdings London Singapore
1929 . 246-0 200-0 10-3 34-5
1930 . 236-9 197-3 59 19-3
1931 . 239-8 197-0 31 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 of production in the face of a

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

The monthly and quarterly figures in the loci are seasonally corrected ; in the
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 tho« of the U.S. Department of Commerce
published as Trade Infamaticn Bulletin No. 804 (July 1932), Data on seasonal variarions
~ihe RE.I. wtate oaiput 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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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 of 1929 at 197,000 against 200,000 tons. During the last
quarter of 19S0 smallholders’ production was running at an
annual rate of 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 of production, elicited renewed demands for restriction;
these were more insistent in IMalaya than in London and the good
old days of the Stevenson scheme were frequently recalled. During
the closing weeks of 1931, ne”vs spread again in Malaya of a renewal
of Anglo-Dutch restriction talb, 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 of 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.l. 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.
wniuigm the “‘January 1931 : ‘ The Steveon Scheme never
but was wilfully destroyed by the Baldwin Govcrument for undkclosc-d reasom.’
Thu was one of many smular .ulcmenta. ‘Vht: share of Malaya 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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Steadily from 274,000 acres at the end ofJanuary 1932 (ISpercenl
of the tappable area) to 339,000 acres at the end of August {24 per
cent.). On Penang lIsland the proportion reached 70 per cent
/Vfter August the trend wa” reversed and by the end of the year tht
area out oftapping 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 July of a reduction
in quit rents. The maximum rent (payable by about tluee
quartcrs of the estates in the F.M.S. and the S.S.) was reduced
from four to two dollars per acre, a saving of about one-half cent
per Ib. 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.

At last, in 1932, Malayan smallholders’ output declined slightly
by about 10 per cent, from tlie level of 1931. This was the result
of the very low prices during the first half of the year and not of
shortage of tappable bark. Monthly production had fallen to
12,500 tons in June and during the second quarter output was at
the rate of 162,000 tons a year. There was a noticeable reaction
to the price rise ofJtUy and August. By October seasonaUy-adjusted
output had nsen to 17,300 tons and remained fairiy high through-
out the remainder of the year. Production in 1932, as indeed
throughout the slump, revealed quite cleariy that Malayan 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 half of 1932 was the
result of the suspension of tapping on poorly-yielding holdings
mamly m the Straits Settlements, or on holdings more distant
from the prinapal markets, for instance in parts of Pahang and
Upper Perak In 1932 the Malayan Department of Agriculture

. . observa-
tions) on the acreage of smaUholdtngs out of tapping. In December

smaiaol*ngs area m the F.M.S. was untapped. Many of the
smallhddmgs out of tapping were Ghettiar or Chinese hidings
w”ch had been worked with hired labour. Some Malay ow trf

padi planting and harvesting. There ™ h -
labour, but not of bnd, from rubber to forl T

The opening months of 193~
*Dcuiiedor 1 « o ~ weakening of the market, -



the resvilt partly of the high level of smaUholders’ exports and of
a further deterioration in economic conditions in America. By
February and March the low prices of 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 of 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 July and averaged slighdy over 4rf. during the last quarter.
The smallholders reacted promptly to the better prices. After
March 1933 the area out of tapping decreased every month and
output rose steadily. The estimates of the Department of Agricul-
ture, though extremely rough, serve to illustrate the general trend.
In March the smallholdings area out of tapping was esumated at
27 per cent, of 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 of 256,000 tons,
which was in excess of the rate of 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 Malayan rubber industry during the slump applies equally to
he N.EJ. The price movements were of course similar, though the
M.E.l. producers did not enjoy the advantage conferred on the
Malayan producers by the depreciation of sterling. In the N.E.I.
here was a clear distinction between the estates in Java and those
)f the Outer Possessions, especially the East Coast of Sumatra.®
Wt the end of 1929, of a total estate area of 1,353,000 acres, Java
omprised 556,000 acres, the East Coast of Sumatra 563,000 acres-
nd the rest of Sumatra 195,000 acres. Over two-thirds of 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 Sumatra is an administrative rather than a geographical term. It

to Qu important residency, the ieadii® ccntre of rubber, tobacco and palm-wl

r OBites in the Outer Provinces of the N.EJ. (Outer Provinces or Possessions : ail the
\ islands of the N.E.I. exccptJava aiid Madoera).



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

rhe labour situation in Java differed considerably from rL
m the Outer Possessions or in Malaya, the estates having acccT.
virtually unlimited supplies of labour from the native villaEcs»
this densely populated island ; labour cosfi were gencrallv I,
lowest of any of the large producing territories, though they fiw
tuated with the prosperity of the various agricultural industria
especially sugar. The proximity of native villages enabled th
~ates to increase or decrease their labour force at very short notict
~ e estates in the Outer Possessions relied largely on immigram
labour from Java and a substantial proportion of their labour fora
was still indentured in 1930. The estates had always been awar-
ot the advantages of 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 do
acted as a heavy burden.

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

@®1QQ Malaya about the disa.strous prices at the end
the views of the competitive weakness of that
terntory. Moreover, the carher start of the N.E.I. estates iii bud-

ffrtd T »Tod

m ailt ~"TbtSf*"
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PRODUOTtON DURING THE SLUMP
Tabte |l

Production of Rubber in the M.E.l. and Price ¢f Rubber, 1929-33

(Production figures in thomand long tons; priccs jd
guilder ccnts per half-iiilo)

EslaU Production Batavia Singapore

i Total price of priu of

Toducliot  \ production ~ stividard medititTt

Java Pv?):\tne;es ~Told \P sheet blankets

- - 45-1

654 1 858 \151-21 i 2581 50-4

igég 65-4 85-5 150-9 ! 239-9 30-5 26-1
1931 702 1 93-4 1636 | 88-4 252-0 14-5 lg:é
1932 587 89-9 ' 1486 61-5 2101 7-8 ¢8
1933 735 96-0 ' 169-5[ 1140 283-5 105 -

« \V/nr_native rubber, exports have been taken ag%eqyivaent 1o output
Detailed figures of output and price will be found m Slatisucal Appendix 1.

With the exception of the tapping holiday, production was
maintained at an even level throughout 1930 both inJava and *e
Outer Possessions, and only very few estates had ceased prod”~aon
by the end of the year. The reflux of labour from the Outer
Possessions to Java 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 of the areas
plaLd during the Stevenson boom. The acreage out of prhuc-
fion increased, and by the end of the year 11 per cent. °f *e
estate area inJava and 8 per cent, m the Outer
of tapping. In the summer some of the opponkts of restriction
began to waver when the London price fell below 3d. and
below 2id. Yet the leading opponents of restriction stMd fi
late as August when the London price had ff«

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 of Uiese producers tlieir “U(rA
surprising, especially as an uncompromising speech by R.G.A
chaLmn in May 1931 made it clear that the chances of unilateral
restriction by the Britisii were very slender. . u vnH
During 1932 estate output was much ess re”lar “
been in the previous year. It rose shghtly *0 - Vmon~,

but after the further price fall in the spnng of 932

out of tapping increased rapidly and output declined. The area
out of tapping inJava rose from 12 per cen”™ of the ‘“PP”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 of December a j
result of tlic July-August improvement in prices. In the Qifc j
Provinces the acreage out of tapping also increased, tliough k'
rapidly; from 9 per cent, at the end ofJanuary it rose to 21 g,
cent, by the end of August and feli only veiy slightly to 20 per an
by tlie end of the year. The number of estates which had close
down rose from 169 at the end ofJanuary to 460 by the end*
August. The smaller estates were generally the first to suspcti
operations.”

Labour forceswere substantially reduccd, thoughless readilyin th
Outer Possessions than inJava. In the former, estates hesitated k
discharge their labourers because of the heavy repatriadon expense
and the even heavier costs ofrecruitment. In June 1932 the costt
repatriating a Javanese man from the East Coast of Sumatra was ks
equivalentofabout  andthe costof recruitmentabout Mam
Sumatran estates had substantial reserve land, and the labourers wen
offered allotments for the cultivadon of foodstuffs on condidon tlu;
they would accept lower pay and work for halfor 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 ae-
half between mid-1930 and the end of 1932. On the East Coay
of Sumatra employed estate workers (on all plantations, not oni)
on rubber estates) numbered 336,000 at the end of May 1930,
whereas by the end of 1932 the number had declined to 176,000, irc
lowest figure since 1911. Estate wages in Sumatra were reduccc
by about 30-35 per cent, between the spring of 1930 and the end d
1932. This is only intended to indicate the order of magnitude;
the actual changes were rather complex. InJava the estates could
afford more easily to discharge their workers, and wages there
declined by some 70-80 per cent, within a period of 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, of the mature
estate acreage in Java and to 16 per cent, in the Outer Possessions.
Throughout the early months of 1933 there was much agitation in

AThe offi® N.E.I figura *ugg<at that the average lizc ofatato on whkh uppioi
waiiiup”cd WM very small, no doubt becauac the rubber acrcagc on the rubbfl*
and coffee estales wa» imalicr than that of Jie purdy rubber~rowing eaiatei, and tE
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.

The remaining producing territories can be dealt with more
hrieflv ~ Their quantitative importance has always been much
smaUer and the factors influencing production and exporu were
on die whole similar to those in Malaya and the N.E I. Mature
acreage and export figures for all the territoB” r*ewed are shown
- 9 T'ihle Il and Appendix B, Table 1.

In Ceylon the general range of estate cos™ in 1929 was of
much the same order as in Malaya ; a lower level of wages reflected
a lower productivity oflabour. But Ceylon was m a weaker position
ton eitLr Malaya or the N.E.l. to face
and years of slump prices. A large proporuon of the area had been
planned in the earUest days of industry™ , "ira'reT ~th 14

~ p.*" o

Ceylon companies published m t nroDortionate faU betveen

H ile T STrH “orirsf nAANANAN

output was curtailed more
Some three-quarters or four-fifths ol
estate labourers in 1929 were on tea estates;

$i0’000-odd Indian
! one-iiftli
perhap. one MU



were on rubber estates and a few thousand on coconut plantations®
Rubber estate wages .were thus primarily 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 m
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 Malaya. This fact, together with the les
acute depression in tea, explains why estate wages in Ceylon fdl
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 of the minima for morning work. This pracrice wai
challenged in the courts by the official Agent of the Indian Govern-
ment. In what was widely regarded as a test case final judgment
was given against the estate, and the payment of three-quarters o
the minimum rate for morning work was declared illegal. This
judgment because of its effects on prime costs led to the closurf
of a number of estates and undoubtedly affected the volume of
exports.

By 1930 there were frequent references in official documents to
the plight of the industry and to the suspension of tapping on many
estates. There are no exact figures of the area out of tapping, but
according to the Director of Agriculture some 200,000 acres of
mature rubber {about 40 per cent, of the tappable area) were
untapped in Ceylon in 1932. It was officially estimated that the
number of Indian ~tate labourers on rubber plantations declined
by about one-half between the end of 1929 and the end of 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 ofits several unique features and subsequent importance,
the French lodo-Chma rubber industry, though of 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 of Sumatra), there
were many comparatively small estates belonging to French civil

. “wd employees of 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 of the planted area was still
immature around 1929-30. Approximately one-third of the
planted acreage was bud-grafted and most of this was immature.

The rubber is grown on two distinct types of 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 Ib., against 350-360 Ib. 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 of the industry enabled the French planters to avoid
many technical mistakes the consequences of which were much in
evidence in Malaya and in the N.E.l. This applied particularly
to the layout of the estates, to the selection of planting material and
to the methods of soil conservation.

At the onset of the slump, costs were still high and the reduction
during the slump was less than in the other territories. The com-
parative immaturity of 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 Ib. at the then rate of exchange)
was assumed for the purpose of 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 21d.
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

mW.g= rediiclious though substantial (of the order of 20-25 per cent, between 1929
niri 1932), were not as »vere as in Malaya or Java, a. w a”™ of indentured wwker,
could not be retlucw! until ihc expiry of their conuacts, and thcai only with official
comciil. Moreover, iu view of the subsidy the inducement for cutting c«t» were not
to Kfeat. M. Yves Henri, Inspector-General of Agricullure, Frcnch Indo-Chuia,
writing ill 1932 in the official i'icoiim it Agncolt <UVIndo-Chine, discussed-cosa in Fr«ch
Indo-China hie in 1931. Converting liii figures at the pre~cptcmber 1931 rate of
exchange, they worked out at about 18 Straits cents per Ib. for f.0.b. n

were direct coats. 'I'hcsc were aonne 60 to 75 per cent, higher than Malayan cwts at
the time. All-in costa were stated to have been 25 Straits cents per Ib., almcal double
Ihat of most sterling companies. If the figure* had been converted at the cxcliange
rates ruling after September 1931 the difference would have been e\-en greater.



measures and for dircct government assistance. The position <
French Indo-Cliina differed from that of all other important
producing territories in that on balance the French Empire wasa
substantial net importer ofrubber, and thus the French Indo-Chinese
product could be effectively assisted by protective measures. After
months of 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 of rubber. The subsidy wei
designed to bridge the gap between the market price and a calcu-
lated average cost subject to periodic revision. The maximum rate
of subsidy was 3 francs per kilo on all rubber exported ; this wes
the rate during most of the slump and it was about two or three
times the market price of rubber. As the subsidy was financed
by an import duty on all rubber imported into France it was an
instance of 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 of French Indo-China would have had
to face great difficulties since, as well as having high costs, the estates
were short of 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 of 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 of processing charges and transport
costs, as well as in the easy access of smallholders to food crops
(especially in Siam), there was a resemblance to the larger N.E.Il.
native rubber-growing residencies, though unhke in the N.E.Il,
an appreciable proportion of the smallholdings area of Siam and
Sarawak was in Chinese hands. A large proportion of the planted
area was very young; around 1930 almost three-quarters of the
estimated planted acreage was immature and most of the mature
area was also young. Under the impact ofslump prices the industr>"
operated much below capacity, but exports increased rapidly.

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



production during the S1.UMF

during the second half of 1933 in respome to the sUghtly better

in India (which at that time included Burma), though wages

. » €& much lower than in other rubber-producing countries exc/t
uZ X yields per acre were so low that produce were unabte
1® petlat slump prices and were on the verge ofb~ g squeezed
nut In 1931 production in Burma (where the mdust®- was
~loarativcly yLng and therefore had somewhat better utamate
“ rpeJnvrpo”ntitties) was adversely affected by the revolt of



THE POSITION OF THE mMXHOLDLVGS

T has alriuiy been shown dm there u-a* nidesprcsd as*,

undemanding of the ccodstkm of producdoo oc
and Ihat this resclted in complete iailure to estimate the respoift
of otitput to changes in price ; it was abo to ha%e 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.

The report of the enquiry into bark resen-es, consumption and
renewal on Malayan smallholdings which had been instituted in
1931, was published in January 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
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 of Agriculture was responsible
for the investigation, and close liaison was maintained with the
Rubber Research Institute of Malaya (R.R.I.M.) on technical
matters. The report claims that the holdings investigated were
thoroughly representative of the mainland of Malaya. Most of
the averages of 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 of the trees was 16 years (arithmetic mean,
mode and median were the same). The density of tlie stand was
much greater than on estates of similar age ; the arithmetic mean

ToL SWOron p"

dUcuMcd S 'ap™ il 1)" »maliholdi..g. are



Thc major jurprts«s wm pro%'kkd by the 6~ rr$ of bark itjtm a
and boA consumption, and b\ the proportiao ofdbeasfdtrr™ Bwk

rrserva wm: expressed in \rnicji iochr> vm a quArter-drcum-

faence. It found the> a\rra]led 146 venicol ir. ss A
quarter-circumfcrcnoe, or rojghh the bark bcW 6 ft. from
the ground, wbicli U. generall>- taicji ihe limit rA>o0iHU*

upping on smallboldings. At die awragr r.ue Iwrk con-
sumption on the holdings these resex\Ts >“ac suSkient Ru stvtr
ycais and fi\"e months, cv'cn in the absence of any bark. ret\cwal.
The lowest rtserve was one of 2 years and 11 months. whiUi the
highest exceeded 16 yean. The. a\rrase for johore \ss 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 of bark consumption was far lower than h~d
generally been believed. Tliis w;is p.utly due ta t}ic large per-
centage of 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 tixe 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 191) and, alUming for tlie trees unlapped,
the overall average was 1-64 vertical quartn inches per month (median
1-56), and the annual rale of bark consumption thus averaged
4-92 inches (1-64 x 12-~4).» The rale of bark renewal appeared
satisfactory, and frequently the bark was 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 of bark
consumption in the past had not exceeded bark renewal, it appeared
that the forecasts of 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 of bark consumption over bark renewal *

« As late as November 1931 the M -A .J. stillwrote : ;juclging from return.” fer in
haud mconncciion with the bark ronsmnption .nv«(igauon three uichs «
of bark rcmc-val during a month, al.lvoi.gh ca,« of nvo mhes occur, as well « several
cues of four ai.d five inchts. and a fe’v of iix inches. My «&«.

*Bark Conswtiplion and Bark Resems on Small Ritbbn iMdvigs, p. 42.

The 1932 Annual Report <fthe Chief Sccrciary- to the F.M.S. Goven.me.it. refcmi”
to the preliminarv resulu cf the r.igi.iry, went as lar as to say : DaU so
jmUfy UieMa.emcnt that the rale of bark renewal on the average smaUhokling
conuderably 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 of tappable bark and tht
high current rate of renewal, this appeared to be a ver>' conservative
statement. There was no prospect of an exhaustion of bark
reserves and no likelihood of a decline in output at any foreseeable
time, except of course a reduction in response to very low prices.
Not one single tree was found untapped owing to shortage of bark.
Only eight out of 9,000 trees examined were found dead ; thc\
were killed by root diseases. The deadly root diseases which hed
taken such heavy toll on estates were almost endrely absent, though
it had been taken for granted that they would be rampant m
smallholdings."

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

These findings are eloquent comments on the statements about
native methods which were being made witli such assurance by tre
leaders of the industry, and it is perhaps not surprising that while
the establishment of the smallholdings enquiry had been full)
reported in the Bulletin of the R.G.A., as well as in its 1931 Annmi
Report, 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 of individual trees correspond!
to the rotational resting of areas on estates), and observers belicvec
that the rate of 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 dJ'
pitting and other mistaken methods of cultivation, and from te
depletion of the stand, chiefly through root diseases, particular!)
Fonus hgnosus.  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

carcfuUy-cultivaiccl I, wa. ar®.cci th.
comtituted aa uni®liaW  ~>8~1 i*a* ever present on smallholdings which, liiercfufc

shTnot the reverse wasT in facl, true, wi.
.ig.Uom i, a,InteX ’



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 of 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 of Fomes lignosus. Altogether
there was no difficulty in explaining the high level of 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 Malaya were generally very
good. These factors explain the comparatively small margins
both between the Singapore quotations of standard quality ribbed
smoked sheet and those of 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. Wliile 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 of smallholders’ rubber in
Malayan up-country districts fctched only 17-2” cents per Ib. 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 Times, in an account of 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) of about one-half cent per Ib. or less.

It is thus easy to sec why the great majority of 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 3i 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 of 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.



The sustained high rate of smallholders’ production was aii
relevant to another much-debated question in Malaya : 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 of the rice situation in Malaya, as wd
as the possibilities of increasing the output of Malayan-grow
rice. This investigation, too, brought to Ught some unexpcctec
aspects of the Malayan economy. Though on the average Malay;
imported some 60-70 per cent, of her rice requirements, it wg
found that the Malays were much less dependent on imported rici
than had been believed ; the indigenous population grew sonmt,
75-80 per cent, of 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 of Agriculture,
were very anxious to see Malaya more nearly self-sufficient. Tht
various measures proposed to this end included the extension d
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 of a sub-
suntial extension of rice cultivation. The Malay rulers delinitd)
opposed the alienation of suitable padi-growing land to Chinese
and to Indians. The relations between Chinese, Indians and
Malays were satisfactory, but on this point the Malay rulers used
to be adamant, and the Britisli administrators did not press the
matter unul about 1940.

The ofiit|r obstacle was the rational economic attitude of the
™bbor-grow.ng smallholders, who appreciated tliat rubber was
sull the most profitable crop among tlie available alternatives, except

wL ML W principal markets, ot
Tnd oadi ,rr Pf'“ ™'y poo-yielding. The price of rice
the ~rea m f the depressio.
morfrice ~bbe-S~ving smallholders could obtain
more nee with the proceeds of rubber than by gromuK it direct.
inwlUrrSbbe?.™ " yrised in the following tabla,’

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



the position of the smallholdings bl

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

Table |

Comparison between Rubber and Padi as Means of Securing a
Given QMianiily of Rice, 1929-33

Singapore I EHImaU)  jqumed  EilimaUd
I Neof o "frrx ; i
imaUholders’ €o ~ A m pﬂ{?ﬁs expetua  nei pTOHtds
per acre per acre
{MUtri) {JoUars)
_ (0 B3 @ ©) -
1929 485 34-5 305 150 142
1930 460 193 168 7 69
1931 445 100 8-0 : 36 329
1932 385 70 . 60 23 1
1933 465 10-2 i 8-7 40
Average
retail price 5 Balance in
of*o.| Aferage Riee Xetyieid faoour of
Roitgoon rke . emivent €Y1 ruper in
in Malacca * . of expenses gantangs
{cenUper | of upper  (93MANSS m(gantangs) @Bhs) of riee
s gantang ()4 (7) per acre) @O-17)
1 gantaitg :
rice=2Z Ib.).
\ 7L 9) (10) (ID
53 220
1929 52 273 83 30
1930 ; 46 150 73 30 Aﬁ 1%
1931 ~ 28 114 101 H 30 3
1932 ; 22 86 110 30
1933 [ 23 156 106 30

On the assumptions of 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 of the acutest rubber slump. In 1932 these producci-s could
obtain about 690 Ib. {86 gantangs) of cleaned nee with Ae process
ofthe yield ofan acre of rubber against about 640 Ib. [QOgantangs) ot
ricc wixen grown direct. According to a Chinese spok«man m
the F.MS. Federal Council in 1933, the advantage m favour ot
rubber was even greater, rarely less than 100 Ib. of 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.



the price ofnibbcr was around 5 cents in Singapore. The fim
are rough averages and conditions differed in various parts of ik
countrj’, but the conclusions are valid for most of western att

southern Malaya where smallholders were particularly dencnHT

on rubber. - ™

Tabte 11

Comparison between Rubber and Padi as Cash Crops, 1979-:i3

. Onus Cas As ed .

A P pfitdi %mfmd oft AR N - Digam
WS ofpadi ;" proceeds

production | from fiadi " \y X

m e
.pervert) {dollars) 1 (dollars)

Col.
(IO ® “ (OIS )
14 14
1!35 ﬂ 13 Jo
1931 : 248 77 %4 ff
- 52 020 e ~ 1 |
1933 1 260 : 6-7 ; 17 6 5 iyl no» 25

Much the greater part of the Malayan rice output is consumed by the croweri
padi ISnot muaUy ,,leted ; the compari,n attempted in Table |
ngnfcance and also less hazaidous than that of-Table 11 fgreaw

fallin to s krlme=rpof after 1929 reflects, of course, U*

There were sonje other advantages in favour of rubber. Tht

i“ *e cultivation were «, manv
cam« of he indebtedness of the smallholder. The purchase ofa

*rfim ity f maintenance of
*mor Ae L harvest, were all likely to send
Mder mfee poL s r-growi,g small-
h~rer though he may be m debt for other Irrelevam ?easom)
Intre s [ very'rarely mSiumTe™
Tre subsm Iricn "-AgligiWe in rubber
of 1932 rubber " growing. Again, even during the spring
Chinie d e a w ", 7 * > *e ubiqgtritom

™ numerous in au
buy7rs ,S la s bv com petition among

on end, the Malay rubber-grow LAIAIfAA



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 of western and southern Jrfalaya tliis advantage is more than
offset by the poor yields of 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. n

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 211
it a cess for the encouragement of 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 of duty was comparatively smaU it would affect
the cost of living of the poorer sections of the commumty,
of the large Chinese families." The effect on local nee
was negligible. The ““*orities subsequentiy”m ittd that the
measure had been a misuke :<nd it waswithdrawn m 1935.

It is quite feasible that a rubber slump should coincide with a
rice shortage, which would have a highly 2"
the terms of ti-ade of Malaya. This actually happened m 1971 i,
Ind t~ experience of thoL-years was frequently cited in support
oftiie rice toiffin 1933. It seems that a much better poUey wojdd
have been the maintenance by *e Malayan
large revolving stock of rice. With 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 preven. f,on."e SS.i..0 1
the latter was confined to a number ofspec~c” - rice dealera
,uW aallytheburdeaofthedutym c«umd/Arnan

Sembilan used to import
in the important rubber-ffowmg fojiowinff the imposition of the duty

the duty.



VMien the present wnter visited Malaya in 1946 many
holders were aslced how they had managed to make a HvinJdn ?
the great depression of the early thirties wlien the Singapore
rfrubber at one time declined below 5 Straits cents (lirf.) per,?
The answer was generally that as the cost of living, LeciaUy ~
pnce of nee. had been very low at tliat time, it had been poLbfe
to make ends meet, though in some instances it had been neci!
to rely to a greater extent than before on other activities such”®
fehmg or hawking, or lie production oi rattan 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 |
m saying that they were glad to possess a rubber holding, and thal
in spite of 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
smallholjngs. They were emphasised to the present writer in

Malaya by Mr. R. Boyd, who is at present Director of Co-operation

Malayan Umon, and who has had over thirty yeai® experila

m the country and whose knowledge ofrural Malaya is impressive m
Mal™ /' ¢ . decades of residence in rural’
Malaya. These administrators also pointed out that with the
P~-war techn que (in the absence of mechanisation) padi “

hoto harte ‘®20's.rubber production by smaU-

ought not to be overlooked that

source of Malayan prosperity and o(-ft, has been the
tive standards), it is questioLble whetherezZ '™ o
by smalUiolders was a desirabl/” nnj’ . cultivation

food cultivation was on entirely of this enforced



the course of 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 of such a policy
it must also be remembered that the smallholders arc much less
dependent on purchased foodstuffs than are the hundreds of
thousands of 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 of the community as a partial safeguard against risks
arising largely fh)m the activities of the other sections. The ban
on the alienation of 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 of rubber regulation threatened their
very livelihood ; all these were policies supported by or initiated
by the Malayan authorities. At 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 of smallholdings.

The native producers in the N.E.l. were much in the
limelight in the late 1920’s, chiefly as a result of the part they played
in the failure of the Stevenson scheme. Even though some market
circles tried at tlie time to minimise the importance of the rapid
rise in the N.E.l. 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 of these producers merits some consideration, as it is
clear from the lat”™t acrcage figures, as w'ell as from other evidence,



that tliey are likely to excrcise a very considerable influence on tre
future of the industry.

Bet\veen 1924 and 1930 several investigations took place into
the extent and conditions of the native rubber areas of Sumatra
and Borneo which produce 99 per cent, of N.E.I. native rubber.
Mr. T.J. Cumming’s Report on a Visit to Djambi (1924), the Repon:
of the N.E.l. Rubber Investigation Committee ~ (1925-27), the Taylcr-
Stevens Riport to the R.G.A. on Native Rubber in the N.E.I. (1929),
Dr. Whitford’s five Reports on Plantation Rubber (1928-34), &
reviewed the conditions in the native rubber-growing areas. From
1928till the outbreak of the Japanese war the Division of Agricul-
tural Economics in the N.E.l. Department of Agriculture issued
periodic Reports on Native Rubber Cultivation in the Netherlands Easi
Indies.  These repwrts and Dr. Whitford’s observations were perhaps
the most valuable. In addition to these more or -less systematic
investigations, a number ofplanters, business men and casual visitors
recorded their impressions in papers like the Straits Times or te
Deli Courant. While some of these reports embodied the results o
much and often careful work and ser\'ed to give a fairly good genera!
picture of the native rubber situation, they were of 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 of Borneo, which is larger than England ad
Wales.* The investigators had to estimate the planted area is
indirect and devious ways, on the basis of exports, assumed yields
per acre, proportion of the area untapped, and the ratio of 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 of 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
Ihe lai*c rubber-growing jesidcacy of South and Eajt Borneo u several limo
~tercd A concentrated, while in Wejtem Borneo it is widely

ADjambi. mRiibberonlya fev
yean old a barely recogmijable, because the land after the padi harvest is simply abao-
r «poradicajly only, m that the ygung rubber develops amoi<

nsn »uch enJlronn,}nt is"curcd of ant
|nthU0n [¢) have the young fields surveyed, or the trees counted- "Tlle young tre« a*



after 1924, so that the investigators during the late 1920’s had a
particularly difficult task in estimating the acreage ofyoung rubber.
The estimates of the proportion of the mature area tappable by
local labour in any given residency were also highly conjectural.
These were based on assumptions of the total mature area or of
the number of trees, the daily task of tappers, the number of
labourers (generally estimated by dividing by the number of
inhabitants according to the last population census), and of the
number of 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 of 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.l. native rubber
was planted as a by-product of rice cultivation. For centuries
past the natives of Sumatra and Borneo had cleared plots of land
year by year from virgin or secondary jungle, and after taking off
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 afer the advent of 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 of adding rubber to the
existing system of cultivation was negligible in terms of cash or
effort. In some areas, of which the most important was the Oeloe

left alone for Rve to eight years; 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.’ X . i i

LaUing ?ImplrtUl atmdinacta) is a dangerous apear-grass, common in the secondary
jungles of Malaysia. Blukai is any kind of secondary jungle.

© “ All " still (Kcluded 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.l. native potential output, and greatly over estimated the supply
price of native rubber.



Socngd district of 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
£5-76 to bring to maturity mth hired labouran acre of native rubba
in the Outer Possessions. This was a notable contrast with tht
capital costs of the estates which at that time were about ;"60-f8H
per acre.

Planting was generally very dense, with initial stands of 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 of vegetable
debris and maintenance of soil fertility. These were indicated
by the Malayan smallholdings enquiry ; in the N.E.l. the stands
were even denser than those on Malayan 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 of disease in native holdings in Sumatra and Borneo, very
si~lar 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 Tapanoeli over 75 per cent, of the trees were
diseas”™ ; the mvestigators of the neighbouring residency of ihe
West Uoast*Sumatra thought diat the figure was around 10-15

expressed in the interesting Retort on llie
Western Dimion {Pontianak) of Borneo are worth quoting. It will
DCnoted that they were at variance with the opinions then currcnt

and ofnative rubber m.glu,
WHA prendticiive life of the smallholdings as compard
‘h. heavy csualtii on the itat«

evidence on ‘ Aa yet ihcre is liltle
in Malaya a; any rate of estates and smaUfioldings ; wliat there is,
better, than tha”of n of smallholdiog. i., a, good. ,fno.
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but were much in accordance with the subsequent findings of the
Malayan smallholding enquiry: ‘A curious difference between
fields planted and maintained on principles of 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 of 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 of course is i
great number of 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 of harmless weeds and Heve,
seedlings. The effects of 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 of the Malayan smallholdings enquir
and of the subsequent performance of N.E.l. native producers i
can be safely said that some of the early investigators much over
estimated the ravages of disease on the N.E.I. native holdings, whil
possibly they also under-estimated the great recuperative powei
of the Hevea, 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. Report on the East Coast of Sumatray * . ther
is already a surplus of 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 of 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 of technical progress, if for no other. In judging tli
merits of 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 of 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 of the J/.R.1.C. Report on Weste\
Borneo : ‘ There can be no objection against die planting of rubb(



on abandoned ladmgs, citlicr 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 Hma than under hlang. In the
coastal plain on neglectcd land the Hevea is simply absorbed as a
forest tree in the quickly-growing forest vegetation, so that sifter a
couple of ycai-s it is sometimes hard to rediscover the Hevea.'

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

With few exceptions the rubber-growing districts of 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

[haT! “ d it was estimated
that by 1932, when the 1925-26 plantings came into bearing, local
mn , T h >"-T™fficent to tap the mature area in all the

Uwas e “fOeloe Soengei in Borneo,
It was dlought that the substantial deficit of labour in the Outer

from Java. These estimates did not prove altogether reliable and

aXIlbTvTentf” ~portion ff them ~arc”
local labour in 1933 or I19M ®°in™ r*
of die 1920-s had settled The mtJ** f “'S'-ant labour

"“mber of owner-tappers had also



increased considerably through the acquisition by local labourers
of holdings of 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 of 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 of the supply price of labour were partly re-
sponsible for the discomfiture of the forecasts of the supply price of
N.E.l. 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 of 10-15 cents by hired tappers were frequent
and instances of earnings of 6-10 cents %ere noted in the official
Reports on Native Rubber Cullivalion. Admittedly most of the early
estimates assumed that the Javanese worker could earn 60 cents or
more inJava, 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 of 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 of 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 of labour was not the only uncertain factor
in the supply price of N.E.I. native rubber. There was also much
variety in the payment received by the native for his rubber, and in

*  The Tayler-Stevens 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™all 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 . per Ib.
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 at a price equivalent to 3d. to 3JJ.,
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 ofa London
price of 1j. or over as the minimum necessary to ensure large supplies of labour in the
native dlatricLs, By October 1931 the RegLurar-Gencral 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 tli,
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 of rubber.

The view taken by the natives about the maintenance ofa
given price also influenced short-period supplies considerably A
London pnce olid, in the autumn of 1922 called forth heavy exports
from Borneo after the price had been hovering around that figure
for several months. In 1926 a price of over 2\ in the early spring
resulted in a shaip contraction of exports as it followed a period of
prices of3i-. and 4i-., and.the native producers had not yet readjusted
their ideas to the lower levels and were expecting a return of the
higher prices.

The quaUty of 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
of 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

nonanrn*N_Gingapore run brought about witliin a year

a fall m freight rates equivalent to over one Straits cent per Ib. of

dry rubber, equal to one-half or one-third of the frelght from
Singapore to London.

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

thirnaWw ™" ™>"per a..d

Wi~ tte V “f Borneo and Sumatra,

rfte 1929 m®' ™ (34 cents) even one-half

rubber ok wgraeT™
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fteicondSof h/''vAuerna doll- cents (2 cents by

transport costs frnm ~ remarkably Iow figure as it included *

d of Sumatra to No.
~ork 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 of 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 of Chinese dealers in the Outer
Possessions and of re-millers 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. At 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 of costs and die vc17 sharp fall in alternative earnings and
in the cost of living were not allowed for. There is thus no difficulty
in explaining the failure of the esdmates of N.E.l. nadve rubber
production, especially as in many instances wishful thinking was a
weakness additional to the insufficiency of the data.






THE ESTABLISHMENT OF INTERNATIONAL
REGULATION

CHAPTER &

RESTRICTION NEGOTIATIONS AND THE
INTERNATIONAL AGREEMENT OF 1934

N 1928 Mr. Ormsby Gore (now Lord Harlech), then Parlia-

mentary Under-Secretary of State for the Colonies, noted
and deprecated a widespread tendency in the rubber industry to
look to restriction for a solution of 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 of 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 of meeting the situation. Tlie tapping holiday recom-
mended for May 1930 was \videly accepted and observed, even by
opponents of compulsory restriction. The smallholders tapped
as before. The tapping holiday was generally recognised to have
been a failure. It was not until the summer of 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 of the unwillingness of 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 oa a stable basis of costs but is faced wilh revo-
lutionary discoveries that may treble the output anc! halve the cost per Ib. I tliia posi-
bility is realised many of the older and less progressive estata will be doomed to
txtinciion . . . There is an attitude of mind unfortunately too prevalent on the
direetjng boards of some companies wivich makes light of this possibility, ignores scien-
tific research and looks to Government for assistance in fuing prices on what the least

Acient estates consider a reasonable level.* Report ona Visit ic Mal<”, Jaoa 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 of the more far-sighted
producers, was clearly against such a course. The decisive factoi
was that the N.E.l. authorities repeatedly stated that as there v
no land registration, restriction of native production was impossible,
while control by means ofa special tax on native exports would be kr
equitable and was therefore unacceptable. They also emphasised
categorically that control of new planting by native producers
was impossible. A communique in March 1932 announcin|
the breakdown of discussions which had been in progress fat
four months appeared to mark the final failure of restrictioB
negotiations.

In 1933 a change in the official Dutch attitude became apparent,
There were various statements, from the Prime Minister, th«'
Governor-General of the N.E.I., and others, to the effect that tht
N.E.l. administration had revised its views and would favour a
practicable regulation scheme. Tentative Anglo-Dutch discussions
were accordingly resumed in the summer of 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 ad
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. While it was agreed at tlie outset that the adherenct
of all producing territories of actual or potential importance was
necessary and the smaller producing countries were approached a
an early stage, the actual decisions on the principal features o
rubber regulation were taken at a few meetings of two British and
two Dutch representatives of the largest plantation enterprises.

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



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

The basis of the settlement of 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 of the years 1929-32, since before 1929
the Stevenson scheme was still in operation, while export figures
for the whole of 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 of the annual exports
of the years 1929-32 was finally adopted, and this became known as
the ‘ permanent basis ' of each tcniton'.

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

Table |

Assumed Yield of Areas Imimiure in 1929-32 for the Calculation of
Immature Allowances under the Regulation Scheme
1b. 2 .
(Ib. per acre) Seedling Budded
5-y.ar-o.d rubber « = _60 m
755 ;o5 b 00

8 years old (Killy mature) . . 500 1,200



an independent restriction scheme, as they had done in the SO0
schcme ; although this hope was not without some foundatio.
British oflTicial opinion, as well as that of the more fardghc
producers, was clearly against such a course. The decisive factj
was that the N.E.l. authorities repeatedly stated that as there m
no land registration, restriction of native production was impossibl’.
while control by means ofa special tax on native exports would beij
equitable and was therefore unacceptable. They also empliasistt
categorically that control of new planting by native produro
was impossible. A communique in Aiarch 1932 announcii®
the breakdown of discussions which had been in progress fa
four months appeared to mark the final failure of restrictioi
negotiations.

In 1933 a change in the official Dutch attitude became apparent
There were various statements, from the Prime Minister, tk-
Governor-General of 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 of 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 mom
senous phase. While it was agreed at the outset that the adherena
of all producing territories of actual or potential importance wa
necessary and the smaller producing countries were approached 4d,
an early stage, the actual decisions on the principal features d'
rubber regulation were taken at a few meetings of two British an
two Dutch representatives of the largest plantation enterprises.
[ the range of tire discussions was narrowly
circunascnbed. The Bntjsh msisted on prohibition of new planting
For administrauve and political reasons the Dutch would conside-
only a quota scheme and were in favour of some new planting

f* a substantial amount of repUntinf

wT™ T / V ® “ d their subsequent replanting
no”™ Tar™In Planting (planting on land
ain-eed t ™*>ber at the inception of the scheme). It wa
eStii °f a total of 20 per cent, of t<
dzZnl z r “ ? 10 per cent, in any one year,
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area was thus the limit of replanting each year ; this was thought
to be the approximate equivalent of the rate of dcpreciadon of the
planted acreagc. The latter was estimated at over eight milUon
acres and the limit of replanting set at 1-6 million acres. As we
shall see, this decision was to be of crucial importance, and in spite
of its superficial equity it was soon to become apparent that it
endangered the very existence of the smallholding industry.

The basis of the settlement of 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 of the years 1929-32, since before 1929
the Stevenson scheme was still in operation, while export figures
for the whole of 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 of the annual exports
of the years 1929-32 was finally adopted, and this became known as
the ‘ permanent basis ' of 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 of yields adopted for acreage immature in the
basic years :

Table |

Assiivud Tield of Areas Imrnalurf' in 1929-32 for the Calculation of
Immature Allowances under the Regulation Scheme

(Ib. per acre)

Seedling Budded
5-year-old rubber A 60 4n
6 A 180
7 ” . .400 1,000

8 years old (fu)lymature) * 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 of the more far-sightt,
producers, was deariy against such a course. The decciive factj
was that the N.E.l. authorities repeatedly stated that as there
no land registration, restriction of native production was impossibl'i
while control by means ofa special tax on native exports would beij
equitable and was therefore unacceptable. They also cmphasisti
categorically that control of new planting by native product*
was impossible. A communique in March 1932 announcii,
the breakdown of discussions which had been in progress S
four months appeared to mark the final failure of restricti*
negotiations.

In 1933 a change in the official Dutch attitude became apparent
There were various statements, from the Prime Minister, ti(
Governor-General of the N.E.I., and others, to the effect that tt
N.E.l. administration had revised its views and would favour!
practicable regulation scheme. Tentative Anglo-Dutch discussion
were accordingly resumed in the summer of 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 ad
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. While it was agreed at the outset that the adhcrenci
of all producing territories of actual or potential importance
nccessary and the smaller producing countries were approachcd a
an early stage, the actual deckions on the principal features d
rubber regulation were taken at a few meetings of two British ad
~ o Dutch representatives of the largest plantation enterprises,
p In certom directions the range of the discussions was narrowlv
circumscnbed. The British insisted on prohibition of new planting
For admmistratxve and political reasons the Dutch would consider
only a quota scheme and were in favour of some new planting,
M a compromise, permission for a substantial amount of replantinf

wTcSd “ d their subsequent replanang!
not carmi ™ Kt, prohibition of new planting (planting on laiiJ
aled , ® f *e scheme) It w»
S/ thr ™ of 10 per cent, in any one year,
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area was thus the limit of replanting each year ; this was thought
to be the approximate equivalent of the rate of depreciation of the
planted acreage. The latter was estimated at over eight million
acres and the limit of replanting set at 1-6 million acrcs. As we
shall see, this decision was to be of crucial importance, and in spite
of its superficial equity it was soon to become apparent that it
endangered the very existence of the smallholding industry.

The basis of the settlement of 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 of the years 1929-32, since before 1929
the Stevenson scheme was still in operation, while export figures
for the whole of 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 tlius 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 of the annual exports
ofthe years 1929-32 was finally adopted, and this became known as
the ‘ permanent basis ’ of each ierritor>".

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

Table |

Assumed Tield of Areas Immature in 1929-32 for the Calculation of
Immature Allowances under the Regulation Scheme

(Ib. per acre) . .
Sttdling Buddid
5-vfar-old rubber L 60 400
6 - 180 600
7 B 400 1,000

8 years old (fullymature) . . 500 1,200



for immaturity on these scalcs were £o be calculated was a mattf
of agreement. A table of allowances was adopted which woai
have been applicable if 1932 exports had been chosen as fj
permanent basis instead of the average of 1929-32 ; thus a&%
plantcd before 1925 received no allowances, being regarded r
fully mature for the purposes of this calculation, while 1926 ag
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 :

Seedling : 1925 plantings 400 Ib. per acrc
1926 " 180 , . "
1927 " 60

Budded: 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 193
and 1924 plantings, which were not yet fully mature in 1929-32,
rcccived no immature allowances, though they made litde con
tribution to the permanent basis of these territories.

Tile outstanding difliculty in computing quotas was tliat of te
N.E.l. native area, for which no ac.rcage figures were available, fi
alone data of age composition. The same apphed to Sarawak ad
Siam, vs'hich were, however, less important. It was realised thai
the N.E.l. Government would reject a scheme wliich did not gie
some recognition to the productive capacity of 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 of the total area had been planted since 1924. The
basis and immatoire allowances was discarded in this instance;
instead, it was decided that throughout the period of restrictioD
the N.E.I. native quota should bear the same ratio to tlie NNE~
estate quota as did native to estate exports in 1929, when the ratio
was 71J 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 of tlie years 1929-32.



At first sight this appeared to be generous treatment of the N.E.I.
natives whose outputhad contracted after 1929. The reverse was in
fact true. Some three-quarters of the N.E.I. native area had been
immature in 1929, as against one-quarter of 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 3Ji. 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 of the potential native
output as estimated by Dr. Whitford. by Tayler and Stevens and
by the N.E.l. 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 of tiie two largest Dutch planta-
tion companies) agreed,_however, that the British acceptance of an
N E I native quota of fli per cent, of the estate quota was a con-
cession, and in return they consented to a small e* gratia 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. ‘lhey also accepted a re-
calculation of Malayan exports for 1929-32 which, m practice
resulted in an ex gratia 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 of tte 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 of most of 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 wioffered and accepted, tiloughm *e absence ofreUable
acreage statistics its calculation was necessarUy approximate.

The inclusion of French Indo-China was regarded as es”™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

>Git Cil Governor of *e Smu.s
QGoDJin Ocloto 1933, staled lI»t the adhrrence
sary prerequisile of regulation.  This was ftccly challtngrd p (
by a prombcnv repreentative of local planting mtcr«u) on .be grounds tliat the

o.licn
climate



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

The participation of Siam was also deemed necessary. He*
exports were sdll comparatively small but the possibility of heaw
new planting was an obvious danger ; moreover, the non-adherena
of any rubber-producing territory would have put a substantiai
premium on the illicit export of rubber from the pardcipatin®
countries. The Siamese Government was approached soon aftci
the beginning of the negotiations with an offer of a quota calculaicd’
on the standard mediod,™ guaranteed minimum exports and aore
among the participating territories a limited amount of 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 thet
they would not consent to the proposed scheme without definiw
assurances from the N.E.l. 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 te'
British representatives were still not informed of the methods by
which the N.E.l. Government proposed to control native exports
and planting.

The slow progress of the negotiations with Siam and the delay
of the N.E.I. authorities protracted the negotiations beyond expecta-
tion. The anticipation of 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 of certain producers, »
of French Indo-Cliina was unsuitable for rubber growing on aiiy scale and that thi' tcoi-
tory wdd never become :tn important rubber producer. Seven yean later I'rench

Indo.C3iina exptrted some 65,000 tons a year at lower c(»ts than tljose of the estates in
Malaya or ilie N.E.I., and p<nwsscd 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
20000 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 of that year, with a London price of just
over id., 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 of the smallholders was only about
two-'thirds of that of the estates. During the twelve months up to
the end of May 1934 Malayan smallholders’ output was the equiva-
lent of about 520-530 Ib. per mature acre, the highest yield of any
‘substantial class of producer ever recorded. n

The following table summarises the output of the four Iargest
classes of producer during the months preceding the introduction of
restriction.

Tabte |l

Output » of Certain Classes of Producer, Janmri~M qy 1934
(Seasonally adjusted figures; long tom)

London
"Malajya XE.I. price
{perue
Estates Smallholdings i EstaUs j Natives , pn Ib)
‘! 15300 ! 44
19,800 17,400 | 13100
Jé:buraurayry 23600 i 18800 i 15800 gggg i f;g
March . 22,100 24,000 1 17,600 55900 ¢ 5o
April 22,200 23500 i 17,000 55400 1 64
May . 22,000 26,800 ; 16.400 .

~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 MarA 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

IW?h r?ugh rate of smallholders’ production was 5|p|-frcant for
several reasons. It should have disposed finaUy of the idea that
smallholders would produce less as the price rose, or that bark
resm-es on smallholdings were nearing exhaustion. 1lhe maa



quacy of the N.E.l. native quota of about 145,000 tons in jc
was also strikingly confirmed. The N.E.l. native output int
spring of 1934 at a yearly rate of 300,000 tons was achie\i
wlhout assistance from migrant labour® The export figi,
revealed that while smallholders’ production had fallen shap
under tlie impact of the extremely low prices of 1932, large quant
ties were forthcoming at prices unprofitable to the majority oftt
estates ; ilie long-period supply piicc of the bulk of s
holders’ rubber was substantially below that of most of the esti
rubber.*

The rapidly rising exports greatly enhanced the impatience o\
the slow progress of the negotiations. It was widely suspectcc
particularly in the East, that the N.E.l. natives were again t
cause of the difficulty. The Straits Times, which had been critiu
of restriction proposals, re-stated its opposition, and pointed to
repeated, statements of leading N.E.l. administrators to the dfe:
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 of controlling new planting in li
Outer Provinces. As late as the autumn of 1933 the Reside
of the East Coast of Sumatra had told Sir Cecil Clemenli intl
course of 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 of the R.Gi
that the required assurances had been received from the NEi
Government, which undertook to impose a specific export ti
which would reduce the price received by the native producersi
alevel suffident to keep exports witliin the required limits. Kothir
was said ofthe control of native planting, nor was sufficient inforoK
tion pro\ided about the rate of tax visualised by the N.t
administration. Naturally the British authorides were not slif

AThis was explicitly stated in odc of the official N.E.I, Native Jigix>tts.

*  Tlic rapid increase in smallholders’ output callcd forth aii unusually cantlid pi”
graph in one of the Mindng Lane market rcporu, reviewing die year 1933 : *We thf
that the tapcricnce of 1933 has convinced 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

lattcds conaimpuoD, the deplorable condiUons now ruling cannot be rectified usi*
, shipments arc regulated.’



ged with this inadequate Dutch statement, though the majority
of the R.G.A.’s Rubber Regulation Committee was. To 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.l. Governments, dealt with the control of exports and of
planting. He emphasised tlie administrative difficulties but stated
that the N.E.l. 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 of 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 of Id.-8d. with
exportable releases of 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 of which would be spent specific™y ior the
benefit of the native rubber-growing districts. The N.E.L Govern-
ment envisaged a tax of 10 guilder cents per half-kUo with a Batavia
price of 16 cents per half-kilo ; the expenses from die interior to
tlie ports were estimated to average some 2i 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 of assurance
on the control of new planting. Super’mision was said to be close

* As between Seoleraber 1931 and Seplember 1936 stetling wiu alteiidy depr=cirttd
rf70” w 1S e guilder 111 =. .he gold ..andari at*
here ™ .omo poin.in rerem..g to .he gold

it wa, u,,hi,kalle lha. <he N.E.l. 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 tax
wu eventually to rise to 29i 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, ac
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 pi),
hibited new planting. This was a complete reversal of the positioc
taken up as recentiy as 1932.

These assurances were regarded as satisfactory by the Bridsc
authorities. Very shortly afterwards the Siamese Govcrnmceni
also accepted the terms offered. The successful conclusion of ikt
negotiations and the signature of the agreement were announced ®
28th April 1934. This agreement was between the producen’
organisations, as had been the Tea Control Agreement of 1932. A
the last moment it was decided to turn the scheme (with insignificant
alterations) into an intergovernmental agreement, embodied in a
international treat>' This was signed on 7th May by the United
Kingdom (oh behalf of 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 tf
world’s rubber.

According to the preamble of the international agreement,
which was to be operative from 1stJune 1934, it was signed * with
tht object of reducing world stocks to a normal figure and adjusting
in an orderly manner supply to demand and maintaining a fair ad
equitable price level which will be reasonably remunerative
efficient producers The intention, as well as the wording, will ix
familiar to students of the economic policies ofthe 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 agrretnciu which renewed the schemc for 193941

. . . - . . ‘he account by be
Inirmafional Rubber Regulation CommitiKr orit* w..rk, published in 19-14,



hibiting the export of 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.LR.R.C). The basic (or territorial) quotas were as follosvS :—

Tabte Il

Basic Quotas under the International Rubber Regulation Scheme, 19/4r-38

tons)
v oo f
Malaya 504.000 ; 538.000 569.000 589.000 602,000
N.E.I. . 352.000 ' 400.000 m443.000 . 467.000  485.000
(revised 1936) 500.000 520.000 540.000
Ceylon . 77,500 = 79.000 80,000 81,000 82,000
India . 6,850 8,250 9.000 9.000 9.250
(revised 1935) 12,500 12,500 12.500 13.000
Burma 5,150 6,750 8.000 9,000 9.250
(revised 1935) 8,000 8,500
British North ~*m e ' 12,000 13.000 = 14.000 15.500 16,500
Sarawak ;24,000 28000  30.000 31500  32.000
Siam * 15000 15000  15.000  15.000  15.000
(revised 1935) 40.000 i 40.000  40.000  40.000

« Se%en monihs of control in 1934, _
» Siam was guaranteed minimum exports of 50 per cent, of her basic quota for 1934,
75percent.forl935, 85percent, 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 of 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, of 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 of 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 of each country.

* No quou was fixed for French Indo-China. Exports up to 30,(" tons were
allowed without restriction ; exports in «cesa of this figure carricd a liability to deliver
a percenbige of the excess to liie I.R.U.C.



Minor features of the agreement included permission to cary
forward deficiencies from any one year to the next, up to 12 pd
cent, of the permissible exportable amount. Excess exports up
5 per cent, of 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 0f 20 per cent, of their shipments during tlie preceding twelvp
months, or alternatively twice their permitted monthly exporti.-
Aggregate dealers’ stocb in any territory were limited to 12" pr
cent, of 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 of rubber internally
consumed The purpose of limiting stocks was twofold : fint,
to ensure an even flow of rubber in accordance with the decisions
of the 1.R.R.C., and secondly, to prevent a large accumulation o
stocks before the termination of regulation, as had occurred during
die closing months of 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 of die rates of release ; after 1938 it aly
had pow'crs i'o fix permissible percentages of new planting ad
replanting. On major issues, including the fixing of rates of rcleasr.
a three-quarters majority was required, which meant that o
decision could be reached unless the Malayan and N.E.l. delega-
tions were in agreement. Each delegation was to vote as a uniL
one of its members acting as voting member.

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

The agreement was well received, and even die Americar
reaction was not unfavourable. The Rubber 4ge and the ndii
Rubber World (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 te

*  Thelimiiauon ofpn”uccrs’stocks and the planting proviaiom referred to individw

~en, while the rat of the agreement dealt with territories, leaving the control J
individual producer* to the local adininijtraiiom.



level then ruling ffid.-1d. in London), the manufacliirers would not
tibiect. The Rubber Division of the Department of Commerce
in its Rubber Mews Letter was also friendly. The Committee was
reminded, 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 of 1927. Comment in the East
was enthusiastic ; even the Straits Times was impressed by the com-
prehensiveness of 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 &l. should be reasonable, even allowing for increased wages
Ld salaries. In the House of Commons the Secretary of 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. Tthe gist ofthe 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 .
mlt 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 . '™ |e
rtis very probable that the majority of 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

h e account now to be given of the establishment of regulati*
Tin the various producing territories is but the barest summar
ofthe most important pro\'isions of the mass oflocal Icgishition whia
introduced restriction. Enactments, ordinances, and decrees, no
ning into hundreds of pages for the larger territories, were an ine\i
able feature of a vast scheme controlling estates, smallholders aa
dealers whose numbers reached six figures in Malaya and possil®
seven in the N.E.I. The History of Rubber Regulation mentioa
with something not unlike pride, tliat in Ceylon the Rubber Qusfit
Handbook comprised some 376 pages. This complexity proved j
considerable hardship to smallholders and small estate ownen
most of whom were illiterate and certainly unable to grasp lengilr
documents in involved legal language, the interpretation of whd
was further complicated by the practice of the inclusion of pown
which the authorities did not propose to exercise except in certai
contingencies. Efforts to explain to the smallholders the ¢
of the local legislation were generally insufficient, and there
copious evidence ofthe smalUiolders’ failure to understand importai
provisions of the regulation, and of the financial losses they suffert
as a result”

As soon as the regulation plan began to take shape, the admini
trative application of the scheme to Malaya was examined by i
Malaya Territorial Sub-Committee of the Rubber Regulatit
Committee of the R.G.A. While the Sub-Committee realised tb
the actual machinery of 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 unfamiliar with
provisionfé‘gccting them, ice Malayan Agmulbffatimrmt, March 1939, p. 113, and M
p. 193,
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Additional allowances to produced with an abnormally
nrooortion of 1925-27 rubber were also proposed as owing to
t ® TtITd-of calculating immature allowances such producers
:=ghu:ffe: :ard.up ; allitional “Uowances were also to be con-

for mature acreage rested dunng 1929-32.
¥ire Sub-Goramittee’s remarks on the division of the Malayan
JntprpRt « * Your Sub-Gommittee appreaates that the
of the method, indicated in the foregoing pa”graphs
be difficult, if not impossible, to smallholdings shim
rehaUrrecords of outputs from these. It seems therefore that
I,™ iration ofassiments for smallholdings must be a matter
frtrS~ cnt of the authorities, your Sub-Commrtoe bemg

Tt

S

T

TpSaUrt” sm*“ h rr any difficulties that might arise over the

assessment of smallholdings. »-_»Wished) was submitted for

The Sub-Committecs report n influential
examination to the Malayan aut [ ] j~tlon Committee
local ad hoc body known as described in
(Malaya). The "latter was of *=, n

Malaya as *thoroughly representa ve

prised 26 or 27 done entirely by
sentativcs of smallholtiers. ine

representatives,
a sub-committee of n™"> j j-iosdy that of the R.G.A.
Their report (abo unpublished) o

allowance
Sub-Committee, though it omitt _gjjally assigned to small-
included in the Malayan

Committee
holdings. The following extract from Uie -port ol™_

vanw y

possibly two, repre-

tp S tu t'h r i~ overthe basic period were equivalent

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



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

The necessary Icgisladon had been prepared in advance a(
was rushed through on the announcement of the internatioru
agreement. The export ledger system evolved during the Stovensr<
scheme was again used in Malaya (and in Ceylon). Under tin
system the right to export rubber was confined to register™
exporters, in practice estate producers and rubber dealers ; t
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 themh
the normal coursc of administering the schemc, and dealer-exponen-
with rights they bought, or with coupons they paid in, while a
exporters were debited wth 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 of the U.M.S. being separai
administradons ; for transfers between administrations the conset
of the Controller of 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, hr
different local prices for smallholders’ coupons.”

Regulation was administered by the Controller of Rubber
Malaya, a senior civil servant stationed in Kuala Lumpur. Tb
Controller was aa”ted by the General Advisory Committc!
appointed in May 1934, chiefly to discuss the allocation of ti
Malayan quota benveen the various administrations.  Its member
ship was eight : the Controller of Rubber as chah’'man, fou
representatives of European estates (one each for tlie S.S., th
F.M.S., Johore and Kedah), one representative of 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 rifint* m producers' and dealers’ hands would be lengthy.  Most of the provisk*

n of Rubber R ,g,datm bt especial)
J A referred to « Annual of H
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as Uaison officer for the smaller adnrinistrations (Trengganu
Llantan Perils and Brunei). According to the 1934 Amml
Itrfo f the Controller of Rubber : ‘The immediate object for
£ to 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 was ra tO ingenuous to term ‘ representative ’ a wtach
~rnSed of two officials (one of whom was not usually concerned
«tl, rubber™ five estate members and a solitary representaUve of
IlhoSTrs tL was yet another instance of the identification

of the tdusiry with the estates, an attitude understandable on the
part of 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 ~.eraffc 1929-32 outputs,
ducUon of estates was based on their n ~ for
together with allowances tor inibber not fu I~ »~

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 n t,, claim allowances for
reversed, with the result that estal assessed on
mature rubber untapped during , Mature acre,
the basis of yield per tapped ace, instead

It was soon realised that the basicquo < Lt

. claimin? that their 1929-3
« capacity

icnresent their
N

.Many

2 .
were often given additional allowances.



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

The scale allowances for rubber immature during the be»
years were calculated on lines roughly similar to those in f
computation of the territorial quotas ; seedling rubber was allow,
a maximum of 500 Ib. per acre and budded rubber a maximo
of 1,200 Ib. The maximum scale allowances were conditional,
a certain minimum average girth per tree and a minimum sieo
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 nm
(about 130) of these. The maximum allowances were ano
invariably given to producers who claimed them, as long as tlie Ii
reachfd the standard girth and were left untapped on rcachiii
maturity. When they were tapped and yielded less than the s
allowances these were not reduced until 1937. On the other hen
—again until 1937—rubber assessed according to scale and ni
according to average output during 1929-32 could not usual
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 of 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
mth 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 of seedling rubber immature in 1929-32 whose asse

I A P - ihidjugn such rubOer w

n capa e of higher yields, andalso by many Asiatic own(

f madequate, and whose more densely plant

r ™M \ larger propc
eererirf "l yields were no less. The sy

fhe enL hT r"? tAnd al
tﬂe entire Eudgraﬁed area, and whose trees, often pf%nteci(

one muiher tra. offipriog
of idwiiic® gcneiiral cocutitSnn oflapnng rf 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 of 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 of the larger, European-
owned properties. By 1935-36 it was an open secret in Malaya
timt 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 of inspectors who were either unemployed
planters or estate managers inspecting in their spare time. For
administrative reasons the assessments of smallholdings were ex-
pressed in units and not in Ib. per acre. A unit was the assumed
yield per acre of standard smallholders’ rubber ; it actuaUy repre-
sented a share in the total quota allotted to smallholder. The
Ib per acre value of a unit could not be exactly told beforehand ;
it emerged only after the total number of units was known and
set agahist the quota for smallholders.

In their work inspectors were to be guided by certain official
directives issued by the Survey Department and rep”roduced m
the 1934 Annual Report of the ControUer of 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 of 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 ruSer capable of yielding over 400 Ib. was to be termed cla”™
A and was to be assessed at four units, with fewer units to be
to smaUholdings in categories B, G and D. An A’ class, capable of
yielding 500 Ib. was rccogniscd but was also to receive four units
only ; tiiough a subsequent increase might be possible, for the time
being 500 Ib. was to be regarded as the maximum Uieoretical yield
for smallholders’ rubber. In practice this ceiling was never lifted
and was reached only in a handful of exceptional instances It
will be recalled that less than a year earher the smallholdings
enquiry found an average yield 0f477 Ib. with a maximum of889 Ib.
Thus a smallholding yielding 400 Ib. was far from first-class



rubber.! h vYaspointed outthat the absence of 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 of the planting community towai’™”
smallholders’ rubber. Each holding was to be assessed in
integral number of units ; should a fraction result from the inspt,
tor’s valuation of individual acres this was to be rounded offto,
higher integer only if the fraction was three-quarters or own
thus 9-8 units to be taken as 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 of tapping.

Afost remarkable of 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 P*
several first-hand enquiries in Malaya, as well as in the NEI,
that smallholders’ rubber under blukar yielded satisfactorily, espec
ally after being cleaned, %vhich the smallholders were certain toe
under the stimulus of better prices. This disregard ofsmallholdin:
under blukar vitiated the Malayan acreage statistics for several yean
the planted area ofsmallholdings at the end of 1935 was thus reduce
by more than 100,000 acres below the 1934 figure. These ae
were gradually reinstated, and by 1938 the area was almost ba
to the 1934 figure. The smallholdings quota, when expressed;
Ib. 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 of inspectior
which was concluded within a few months, was frequently vc
cursory. Owners of densely planted holdings and those with hoav
undergrowth aniidst their rubber fared worst, partly becausc ofti
planter’s chronic scepticism of the yielding capacity of 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
dwuned, ihc resulw of the imallhoklings enquir>- were reviewed in the

A 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
Malaya, we can but agree with the cooduiioM that neither bv reason of prf’*
ne”ctam present practicc can it be cxpr«ed that the production of smaUholdingi’
deduie aiher ui the near fucure or during n«t tkcade.” This opinion, howf*
carried no waght 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 of other estates and not of smallholdings. This contention
would have been acceptable if the division was to be equitable and
the respective shares of .estates and of smallholdings determined in
accordance vnth 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 could affect the smallholder,
for the fact that the total of 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 of the division
of the Malayan territorial quota between estates and smallholdings.
The Controller of 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 ot
their assessments was deducted from the Malayan basic quota,
and the smallholdings were given the residue.

>R there are Urge ractoofsaliholin gt

tchoflhcAd~r, @he U.M.S,, of the Rubber Eeaemh A erege
the of *e Meral and Legidative Co”*cb togeth™ Se“ y
thee year, of the Airicd,.d Jou,. T 'S
edltlon of the Steti 'Ik'Un")b btr‘e RGA BuIUtm. *h' ]
York) E woen

U the (NM goj ihe "infori |on found m ihc official A
szofdlr 1.R.R.C., no» among the many pnvaw papers of the leade
industry to which ihe writfr has had acons.



WHiatever the basis of the division, the outcome was certaii™
remarkable. This can be shown in a seri® of five simple tabit
Ilic first two tables are purely formal summaries of the division,
the quota for the years 193'l-40 ; the exact figure for the gn®
division for 1941 is not available, but it is known that the divi®
was virtually the same as in 1940.

Table |
Iniemal Distribution of the Malayan Territorial Qj*ta," 1934~iO

Estates Smallholdings

Thousand P,&’:‘e;ylénof Thousand Pf\}l caer]t,.\rf..
ums quota tons quota

1934 312-5 61-1 1991 389 m
1935 334-6 62-5 200-4 375
1936 352-6 6 61-7 219-4 3873
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 2440 38'1
1940 407-4 62-3 246-4 j 377

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

*For administrative reasons, some progertica 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.

Table 11
Qjiotas of Malayan Estates and Smallholdings expressed in
Ib. per acre, 1934r-d0
(To the nearest 5 Ib.)

Estates Smallholdings
Per maiure Per maiat

Per acre acre Per acre acre

1934 . . .. 350 385 ; 340 365
1935 . 375 405 i 340 355
1936 .. ifg 420 ! 375 385
440 1 395 400

1938 425 450 400 405
19[.:,9 430 470 405 420
1y40 435 500 405 425

mlJiTvr-"1 records of the I.R.R.C. Allowance Ht

. .S ICjiate 10a m.txin of cttor ww
11, htwever, ccmio to bt mall md not in %‘%ﬁs}wof'zag per cmcxI



Tlie results of the quota division emerge from Tables I11-V.

Table

Annual Output of Rubber per Mature Acre of Malayan Estates

and Smallholdings, 1929-40
(Lb., to the nearest 5 Ib.)

Smallholdings

Estates Smallholdings as per cent,

of tslaUs
1929 410 485 Us
1930 380 460 121
1931 375 445 119
1932 365 385 106
1933 353 465 1 131
1934 Regulation introduced during the year.
1935 ' 1 81
1936 275 230 84
1937 375 330 88
1938 290 200 69
1939 290 200 69
1940 . ! 410 370 90

Thee 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* Feacuon to the very low prices of 1932 and to the
recovery of 1933

Table IV

Shares of Estates and Smallholdings in Malayan Rubber
Production, 1929-40

Estates SmalUu

Asper cent, Asper cml.

Tons of total Tans of total

MaU”an Malayan

production production
" 246,000 55-2 200,000 44-8
236,000 54-6 197,000 45-4
240.000 55-1 197,000 44-9
240,000 57-6 177,000 42-4
240,000 52-2 221,000 47-8
Junc-Dcc. 1933 149,000 50-9 144.000 491
June 1933-May 1934 251,000 49-7 253.000 50-3
Jan.-May 1934 102,000 48-3 107.000 51-7

Regulation introduced

Jmie-Dec. 1934 . 160,000 59-7 i 108,000 40-3
1935 243,000 64-0 137,000 36-0
1936 233,000 63-9 132,000 36-1
1937 314,000 62-4 189,000 37-6
1938 246,000 681 115,000 31-9
1939 245,000 67-7 i 117,000 32-3
1940 334,000 60'B ! 215,000 39-2




Table V

Comparison of Precious Output®of Malayan Estates and
Smallholdings with then 1934: Quotas

(Tonsj to the nearest 5,000 tons)

Small Ldn

Estates holdings m

pfr h

(a) Output for calendaryear 1933 . . 22800000 2200000 32
(i) Output for twelve months ending May

1934 . . 22500000 paufunny 45

() Annual rate of production based on
seasonally corrected output, March-

May 1934 28650000 300,000

(f) 1934 quotas 310,000 310,000 200,000
it) id) as per cent, of (a) 129 91
124 80

w 117 67

« 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 beenin 1933. The quotas of diffo'ent classes of producer may be considuk
fair if tiieir ratio is roughly proportionate to approximate unrestricted outputs at tit
prices ﬁn;/[}s)aged under restriction. This lends special interest to the comparison '
wynxl

The tables amply show where the burden of restriction fdl.
To forestall possible objections it must be stated at once that sae
of rights from smallholders to estates, whether directly or indirccilr
{via dealers who -byy coupons first and uncouponed rubber sb
sequently) were of negligible importance, except in 1938 aii
1939 when such sales took place to a minor extent—only abou
5 per cent, of 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 d
the shares of estates and of smallholdings in Malayan productiw
(Table 1V) with their shares in the quota (Table I). The differcn’
trends of the outputs of estates and of smallholdings reflect ftii
enforced curtailment of the latter.

The average output of smallholdings during 1929 -32
193,000 tons and this, of course, was their permanent basis
restriction purposes. Their 1934 quota of 199,000 tons almos
cxactly equalled their permanent basis, together w'ith a specii
allowance of around 5,000 tons included in the Malayan quota «
~ooth over any difficulty of the assessment of smallholding!,
Thus they received no immature allowances whatever. When ti:
assessments of 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, of 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. If the shares of 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. If 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 of error, but on any reasonable basis of division the share
of smallholdings should not have been I™s than 45 per cent., and
possibly about 48 per cent., especially as it is explicitly claimed in
the Hi'tOTy o f Rubber Regulation (p. 47) that official instructions were
issued in 1934 that the smallholders were to be given the benefit
of any doubt in the division of the quota. On the basis of 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 of this amount, say
270,000 tons, would have been exportable under the restriction
schcme. Taking a conservative ovcr-all value of export rights at
an average of 4/ per Ib. 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 of land which remained under rubber, there was litde
or no transfer of resources to other uses to be set against the loss.*

‘ This calculation is, of courte, intended to indicate orders of magoitudc'only. If
asscssmit,s had been c-qual, the price of e.xport rights or the prtcc ofrubber 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. _n

This calculation was first published in an article * The Working ofRubber Regulation
in Uic Economic Journal, Sept. 1946. It sras there erroneously stated in one placc (P- 39b)
that the calculation referred to tbe years 1934-H. Actually it referred to 1934-«)
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 Strain dollars) higher.



When in 1946 the writer questioned a number o f Asiatics * on &
relative assessment of estates and smallholdings af\er 1934" f)
g~niieral reply was that estates of equal capacity had received liight
as"scssments.  WTicn pressed for quantitative estimates some si*
that tiic difference had been approximately one pikul (133J b
per acre. Others thought that tlie difference had been about oqui;-
to one restriction class, so that if a smallholding of a given ylddr?
capacity was classed as C for assessment purposes, an estate of eqjyj
productivity would have received an assessment corresponding it
a class B assessment for a smallholding ; as this was roughly eqd
to one pikul 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. When an under-
assessmentoion tpikul per acre isassumed and applied to the averagf
mature acreage between 1934 and 1940, then on the basis ofiht
average rate of release over this period and on an up-country valut
of export rights of about per Ib. (the basis of the previous -
culation) the loss to tlie smallholders emerges as about £\2 milliom
This is very close to the previous estimate of ;T10 millions, whid
was intentionally calculated on a conservative basis.™

In the N.E.1., 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 sk
allowance, especially for budded rubber, were less generous thet
in Malaya. On the other hand where proved yields over a pcrid
of six months exceeded the scale allowances, the assessments would
accordingly be raised. This concession resulted in frequent ia
creases of individual standard productions and was largely -

*  The ori which the individuab interrogated were chosen and the replles checkri
udis” man ~licle * Malayan Rubber PoliciesEcnomica, May 1947.

A Joracwhai jinular calculation of the loss inflicted on amallholdcrs through thes
very se%cre midcr-aMcssment during the Stevenson scheme suggests Uiat this loss ran

mirnons, or about 270 million Strai(s .lolU«

May 1947 n ‘ Malayan Rubber Policies Ecorm”™

restricuon achematg ioM to Mala%smauholdcr* throujt
Tocci la fi AN ™ H'ons,orsay milliouStraitsdoUaft
M XaldiT be noted”/that the total aUgegtiaa «.
s s ds~ ~Athn Developn,cnt and Welfare Act is /IS millions or “miibc

TSs pow ofmoney now iBuch l«s than it was in th



Sponsible for an excess of individual assessments over the share of
the estates in the N.E.I. quota, which necessitated the introduction
ofinternal 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 of rubber sufficiently to keep exports
within the permissible limits, i.e. of the permissible exports of
the N.E.I. The Government pledged itself in repeated formal
statements to spend the proceeds of this tax solely for the benefit
of the natives of the rubber-growing residencies, in addition to the
normal expenditure out of general revenue.

The native quota was obviously inadequate. By the spring of
1934 N.E.I. native exports were at an annual rate of 300,000 tons
(and according to all competent Dutch observers huge areas were
still untapped), whereas a release of 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 of estates and
natives and the inadequacy of the native quota emerges from the
table on page 102.

Gonti-ary to general belief the insufficiency of the native quota,
rather than the absence of proper data, was the principal reason
for the adoption of the special export tax as an instrument of
control. The official nineteenth Native Report 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 of 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 of the dry weight of
rubber exports. The structure of the rates was designed to stimulate
the export of rubber as nearly dry as possible to secure for the
N.E.Il. the re-milling of 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. dd”aiion to the LR.R.C. the
native potential ai 700,U0D tans.



Table VI

Comparison o f Previous Outputs of N.E.L Estates and Natives
with their 2934 Quotas

(Long tons)

Lo~
EstaUs N atives «
tm
prli
(a) Output for calendar year 1933 . 170,000 115,000 32
(b) Output for twelve months ending May
1934 o, 180,000 185000 45
(c) Annual rate of production based on
seasonally corrected output, March—
May 1934 . 220,000 300,000 58
(d) 1934 quotas 205,000 145,000
(s) (d) as per ccnt. of (c) 121 126
m 114 78 _
w* 93 48

« For the natives exports have been taken as output. The export figures for Maru
May 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
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 “owance 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
conservaiively estimated capacity.
than would have beenjustified 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 ek
tax applied to wet rubber within a day or two of the announcemK
but to dr>' rubber only after some four or five weeks, and te
stimulated the export of dry rubber in the intervening peria
Thus an incidental result of the special export tax was the sen
rise in the proportion of native rubber exported dry, from 15 p
cent, for the first quarter of 1934 to'almost 100 per cent, by the es
of 1936. These were, however, secondary effects beside the wvor
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 of the effectiveness of the p
hibition of new planting. The difficulties were well illustrated in
~nsular report of the U.S. Trade Commissioner in Balavia. Tk
U>mnussioner had in the autumn of 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 af
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 of the control of
new planting.

Self-sown seedlings presented a special difficulty which applied
throughout the East, but was greatest in the N.E.l. In extensive
areas under rubber many self-sown Hevea 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 of these self-sown trees were to
be eradicated, but this was plainly impossible in the Outer Provinces
of the N.E.I.

11

{a) Cf(ylon

In Ceylon estates and smallholdings alike were assessed on
inspection. The assessment of 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 of soil, the
age ofthe trees, planting density and other factors deemed relevant.
Smallholders were generally assessed according to the average
proved yield of smallholders' rubber in a given area. The scale
allowances were at lower rates tlian in Malaya or the N.E.I.

These principles of 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 of 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 Ib. per acre was much in excess of that of smallholdings.



In 1934 tlic average figure for large estates (over 100 acres) ”

330 Ib. per planted acre, against 265 Ib. for small estates (IQ¥"
acres) and 195 Ib. for smallholdings (under 10 acres).i 3¥*
stantially the same ratios prevailed throughout the operation t
regulation, and were of the same order for the planted and for i
mature acreage. In contrast with Malaya, much of the rubbers
Ceylon smallholdings is not only on poor land but is also interplanio;
with other crops which in Ceylon adversely affect yields. Tk
difference is nevertheless surprisingly large, especially as the estait
had no budded rubber.

(b) Briiisk North Borneo

In British North Borneo the transfer of rights was forbidden
Tlie Controller of Rubber in his Anvtial Reports ® referred to iM
as a cardinal feature of the machinery of regulation and asa
essential condition of its success. No reasons were given for t
repeated statement. Smugghng of rubber from Sarawak mig-
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 of righs

After a short initial period during which estates were asseas
in accordance with their average 1929-32 outputs, potential it
duclivity was accepted as the basis, which was interpreted as tb
average yield on alternate daily tapping. Where the ABC systa
of tappingwas practised, yields could be raised by 33 per cent.:
computing the standard production. A unique feature of 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.

AThese 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 of each group by the mature acreage plus one-halft
inunanire acreagc. Moreover, up to 1939 the aggregate standard production
exceeded Ceylon’s lemtorial 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 of Rubber Regulalion in the Stale of J*orlh Borneo, have not W
published, but copies are avaUablc among the paper? of the I.R.R.C. Tliey are unS»
factory documents; the informaiion supplied is inadequate, and the general
the reports throws considerable doubt both on the equity of the local regubn’
turnery and on tlie competencc of some of its administrators, it is remarkable

Ihe reports should have been kept confidential though they cover issues whidi meicH"
afFected the welfare of thousands of producers.



The basis of 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 of assessment of 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 of 50 per cent, in production was in the interests of 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 of the burden of restriction and they are therefore allowed
to export the full amount of their assessments.” ~

Itis difficult to understand how this method was to have operated
at varying rates of release, for if 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 of the estates ; it seems, moreover, that
further reductions, varying with the international rate of 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 of 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 rale as on estates lapping onihe ABC system.

« Anituai Report of Uic Coniroller of Rubber for 1934.
« Annual Report of the Controller of Rubber for 1938,



iu terms of 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 of bark consumption does not excc
the rate of renewal. A tree shall not be deemed mature if
circumference at three feet above ground level is less than 18 inche
This definition of maturity may apply to estates but is most m
leading for smallholdings where, owing to the dense plamir
trees are of much smaller girtli and are readily tapped when th
circumference is appreciably below 18 inches.

The average assessment of 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 Ib. per acre {510 Ib. per mature acre) against 2
Ib. per acre (the same per mature acre) on smallholdings.
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 Bom
smallholders’ rubber was found in 1937 to give an average Vi
of 490 Ib. per acre. The estate assessments on the otlier hand w
absurdly high ; neither in Malaya nor in the N.E.l. had esi
yields ever averaged 500 Ib. per acre and estate yields in Bril
North Borneo are known to be below those in Malaya and the NI
It appears that in British North Bomeo the smallholders w
treated worse than in any other producing territory. The open
passage of the Controller’s first (1934) Annual Report 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 of this conference.’” There is no mention of sni
holders or of their representatives.

According to the Controller's Annual Report 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 o
plained that too big a share of the burden of restriction was be
placed on their shoulders,’—this at a time when their per a
assessments exceeded those of smallholdings by about 100



cent, on nibber which was almost certainly of poorer yielding
m capacity.
' The total of standard assessments much exceeded the territorial
* quota, which was itself unfavourable, reflecting the sharp fall in
icexports 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 of 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
® assessments to serve as a bargaining counter in negotiations for a
i better quota on the renewal of regulation.®

53
XK (c) Sarawak
@ The inadequacy of 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 of the entire mature area, and the control of immi-
et gration restricted the number of tappers and the quanuty of rubber
a 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
0L tapped more than once a day on a quarter-circumference, or every
ia other day on one-half circumference, but this prohibition was
fi subsequently removed. These measures proved insufficient and
“m  wThiscan 1» setn from . drculo.- teucd i,, Junc 1937 by the North Bern™ Pl.n.™*
W Ac«>ciatior,, quoting a letter imm the C<mttoller which si®esIrf *at all
should be ioc”eascd to yields equivalent to' ABC plus one half tojustify datim for a

staniially hiiher quota after 1938. This would have raised the average es ate assesraient
™ Ib' per acrc and that of smallholdings to about 300 b.

letter, lie chairman of the Pl.anter,' .-Sssoeiatio.. commented : | tinnk »e
4 for granted that there will be a certain amount of jockeying for"mon “ ** P
® ofJI producirtg counu-ies durit.g the next eighteen .nont™», and “

folly to adopt a formula of assessment less favourable than that

But when it b proposed to put forward a claim, based on the tusumpuon that the aver.®
olaic producuori in North UorTiCo under alternate daily tapping »s properly
at570b. prr acre per annu.n, tj>en | feel bouad to

al

0 bejmtificd by performance, past, present or future. | fmd it difficult
W good «tn cL r frota a claim resting on such cxa”eration. and do not s« how |
can conscientiously lend my support to it."  Thus the pUmte® were moi* “ fis*;

the public servam. This kind of bargaining technique, while it mfluenced
oF- of terrilorial quotas only indirecdy, if at all, nevertheless fiarnishes a small but perhaps
p« not uniniercating example of the arbilrarincsj of quota ichema.



tapping holidays, the total prohibition of tapping for four-we®
periods, were soon introduced.

The compulsory tapping holidays, though an administrativ
simple method of control, had certain drawbacks, such &
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, ofthe plan
area, were surveyed and assessed with assistance from the Mala'
Sur\'cy Department. The planted area was found to be 28’
acres, against the previous official estimate of 213,000 acres, ;
Dr, Whitford’s figure of 260,000 acres.

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

Tavire VI

Planting Density and Tield per Acre on Smallholdings in Sarawd
Average yield

Stmd M. of Average per acre
per acre plots stand {Ib. per 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
Over 400 . .10 494 6a0

Forestalling the argument that the yields were due tn o
tapping, the Superintendent of the survey commented in
report ~: ‘ Ifa close estimate of the potential production of Sara

™ Kujfe ShguUlim (,, Sm ai (1937). Thij document he app»

. East) ; 0 niimeogti
n avalabk among the papers of lie 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 of this, when the survey figures were
put before the I.R.R.G. some delegates again referred to the

~rough-and-ready methods of 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 of the area was unsurveyed until 1937. There was

Vconsiderable discontent over the prohibition of new planting,

- especially the eradication of self-sown seedlings,

r, (if) Siam
Rubber restriction was not introduced in Siam until July 1935,
i; as a new quota had to be negotiated following the rejection of the
Horiginal 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 of control. It appears that
the restriction of new planting was not enforced. Occasional
returns furnished by the Siamese authoriries to the I.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 of the Burma Rubber Liceming
Committee.® Estates with records were assessed on the largest
output in any one year between 1928-33. In the absence of crop

I ~The Sarawak authorities claimed that the true average yield was actually under-
tatcd owing to the accidcnlal omission of two of the best yielding districts. Before this
lurvey, Sarawak rubber, when discussed at all, was refcned to with the contempt with
which smallholders’ rubber was generally treated. The survey ascertained that it
yielded well in excess of estate rubb« iu Malaya and die N.E.Il.
*The administration of regulation in India was very similar to that in Burma and
“mU not be discussoJ here.

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

Some of tlie estates and many of the smallholding wer
remote parts of Burma and often had no postal address,
minimise the risk of 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 ayear. When the international release for the fiist quaitei
announced, the Burma Licensing Committee took a view or
probable average rate of release for the whole year and lid
were issued accordingly. Though tlie estimates were intend*
be conservative, on two occasions they substantially excceda
releases for the year and tlicre were heavy over-exporls which
to be coiTected subsequently.

(7~ 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 of rubber to the I.R.R.C. was
muted into a money payment at the average London pr'
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.



rubber regulation in peace and war
CHAPTER 8
EARLY DIFFICULTIES, 1934735
|

g rrrHE first meeting of the 1.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
or quarter and the decision was in fact for an 87j per cent, release
for 1934. The comparatively generous rates of release were
intended to ease the task of the local administrations by introducing
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 6if. and 7/.
j Shortly after this meeting a number of difficuhies ensued which
almost destroyed the scheme. The first was the failure of 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 of40,000 tons for each year from 1935 to 1938,
and joined the scheme with effect from 1st July 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, of 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, cig
proprietors of small estates and of smallholdings, had not rep%
Moreover, the exports from the Travancore port of 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 of the agreeita
was conditional on ratification by the States, the Indian quota w
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 sgu
by all parties to the 1934 agreement. This procedure entaik
considerable publicity and created much dissatisfaction in sa
territories, notably Ceylon and British North Borneo, which di
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 so
after the inception of the scheme. The special export taxi
N.E.l. native rubber was raised from 10 cents per kilo in Jib
to 20 cents in July ; 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 BiK
ideas of a substantially higher level of prices—and therefore'
higher rates of tax—could not be entertained.

The N.E.I. delegation to the 1.R.R.G. expressed the ss
view, and a deadlock ensued at the Octobcr meeting at
the release for the early months of 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.l. delegation that at the deisi*
Hague meeting the pivotal price of gold {about 6”</) had
abandoned and the Dutch had acccpted the schemc and its
gations without reference to any fixed price. The British norb<*
proposed formally to communicate to all signatory governmfi®
the Dutch opinion that the price could not be allowed to”
above 67 ., as this was said to involve a new principle contra?
to® the original basis of the schemc. The meeting adjourc™
without a decision; at the adjourned meeting a compromisf



75 per cent, was reached for the firat half of 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 History o f Rubber Regulation (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 prima
facie why the price level at which an export tax on native rubber
in the Netherlands East Indies could be successfully operated,
which was determined by one set of circumstanccs, should coincide
with the equitable price level for the efficient producer, which
was determined by an entirely different set of 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 ofJava standard sheet in Batavia, and about one-half of the
Singapore price of 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 of 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 of 20 to 1~ Tlie net return was generally below that of
1932, the year of the lowest rubber prices ever recorded. In
October 1934 in important districts of Palembang it was estimated
at 2-2i cents per kilo of wet rubber, equivalent to about \d. per
Ib. and tapping fell off considerably, but it was expected diat at
5 cents per kilo {\d. per Ib.) largc-scale family tapping would be
resumed. Local interests in Sumatra and Borneo pressed strongly
forhigher releases. Just before the October meeting ofthe 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 will be found in Tablw V and VI
of Siiitiaiical Appendix 1.



the Palembang Chamber of Commerce sent a telegram tot
Netherlands Minister for Colonies which concluded : * An inc?®
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 LRR[
as an internal administrative difficulty in rhe N.E.I. was a reflecii*
partly of the inadequate N.E.I. native quota, but principally oft
ver\’ different ideas on efficient production. In various guisesivV
problem returned throughout the currency of rubber regulatici

When the I.R.R.C. reviewed the portion early in 1935 itiR
found that although world absorption in 1934 at 920,000 tonstit
been a record, stocks at the end of the year were almost edt*
what they had been at the outset of the scheme.® The price b
averaged 6 |<f. per Ib. during the seven restriction months andv
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 of 1935 \k
was a temporary fall in the price to 5°d. This was thought tol
mucli below ‘ the minimum necessar>' to .sepure a reasonable retiz
to efficient growers’® The Committee, therefore, reduccd i
rate of release for the second quarter to 70 per cent, from tliel
per cent, decreed in October 1934, and fixed a rate of 65perces
for the second half of 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 of 1d.-I"d., @
near to destroying rubber restriction. The history of regulatk
in 1935 is largely that of discussions and of measures to deal«
this danger.

During the autumn of 1934 a tree census was started in#
native areas of the Outer Provinces to obtain data for a ssic
of individual assessment and restriction. This system was actual
introduced experimentally in 1935 in a few districts which
_irabtlcs X1 and X1, stock figures from 1934 to 194] arc pvcen in Stalistical Appcado™

p. 100. The Sirmi, Tmt, staled M the time tM'
pnre of 70 cents in Singapore (about 6i, in London) should be regarded as thow#
ratafacloiy, asit yielded a profit ofabout 8 cents per Ib.  The U.S. Trade Conimio*
in bingapCT-c esum.ted the all-in cash costs of Malayan rubber companies in 1«'
around 11 cents (3i per Ib.) 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 of 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 of the
very low Batavia prices of 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 of native rubber totalled
25.000 tons, some 40 per cent, of the permissible exports. According
to the twenty-second JA.E.L Native Report (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 of rubber, and 5
cents per half-kilo (1P per Ib.)) fo.b. port of shipment was
appreciably above the value ofthe bulk ofnative rubber exports. By
the autumn tlie price in the interior had fallen to about 2-3 cents
per half-kilo of dry rubber ; by December, it was often as low as
2 cents per kilo (\d. per Ib.) 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
LLR.R.G-. and of the N.E.l. authorities.®

Further problems were raised by the very large proceeds of
the tax. When it was introduced, ideas of tlie annual yield did
not exceed 10 million guilders. In 1935 the yield was 25 millions,
and tlie authorities were uncertain how to dispose of 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 tlial 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 sev®
had been severely rcti-enched during the depression. A fracfe
only of Ilie proceeds was spent by tlie end of 1935. An Anwrici
consular report, reproduced in part in the Rubber Mews
stated in the spring of 1936 i ‘ Consideration is being given
revision of the provision pertaining to use of these funds, sotlj
the money may eventually be used for the general good, iast?
of only for nadve rubbcr-producing districts.”

By the spring of 1935 it became clear that regulation v
in serious danger. The N.E.l. authorities advised the Netherlat
Ministry of Colonies that unless the native quota was substantial
raised a complete breakdowTi would be inevitable. A request §
accordingly put forward to the I.R.R.C. for a large increaser
the N.E.l. quota, to be allocated wholly to the natives. Ceyi
and British North Borneo also submitted formal requests for g
increases, and all three claims were referred to a small Sj
Committee of the I.R.R.C. for investigation and report tot
main Committee. Tlie 1.R.R.C. had no power directly to xi
a quota embodied in the international agreement; it could g
recommend such a step to the signatory governments, and ifii
was accepte’] a protocol would be signed embodying the altcraw

The N.E.l. argument that, failing a revision of the qx
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 15
but exports were running at a rate almost treble that ofJS
The low cost of living, the fall in the prices of other produc
and the vast and increasing mature area were held responsible;
this development, it was stated that the N.E.l. covernment;
faced with an economic impossibility in attempting to
regulation with the existing quota. It was added that futi
reductions in the net return to the native producers might ledi
open rebellion. Annual native exports of at least 170,000-1801
tons were required ; the N.E.l. Government estimated that te
were some 600,000 rubber-growing smallholders, and an a®
exportable minimum of 300 kilos had to be allowed for exh

The Dutch proposed an increase of 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 the benefit of the inhabitano ®
rubber-produdi” areas « inseparably bouRd up with this ijarlicular system of restrf*
A proporlioD of the proceed* is withheld from the exporter, and this is defenjibfc*

if the amounts to withheld are spent al once for the benefit of the dirtricis from
money is derived.' (My 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
requested 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.l. quota was increased, the
N.E.I. Government and the N.E.l. 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 of good faith. Accordingly, while the
native quota should be raised by 85,000 tons, the N.E.l. 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 of 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.l. 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.l. 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 of 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 of the discussions between the Sub-
committee and members of the N.E.I. delegation that tI™ latter
were told that nobody would ask any questions if the N.E.l. Govern-
ment found it possible to control native exports without the mtemal



transfer. After much protest and ar"ment 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.l. (“vernment then purchased and cang™
estate rights totalling 20,000 tons ; over-exports were reducedj
about 6,000 tons in December and the remaining exc” ¢
cancelled by the Committee.* The export rights cost six
guilders, paid from the proceeds of the special tax. This wg
the money was scarcely in accordance wdth the official prom!
to employ the funds solely in the interest of the rubber goajfc
districts. The natives had admittedly exceeded their permissi?
exports, but these were based on a totally inadequate quota, cag
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 of dry rubber inJanuary to 5~ cents in December ; thisc
the maximum the native producer could obtain for his nd>
at port of shipment, whereas the price of the estate export ri®
bought by the Government with the proceeds of 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 NL
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 of the proceeds taff
away exceeded 95 per cent. In 1937 individual restricdon r
universally introduced and tlie control of native exports was &
plificd.* The failure to transfer part of the estate quota was nw
raised by the Bridsh delegates, some of whom had important est
mtercsts in the N.E.I.

The formal claims of Ceylon and Bridsh NorOi Borneo ~

exMo «pom wa» not included in the protocol {tho4
n Sui>Camm}Uec) and w effectrd by resolution
xDorii 04, ? <"ary to the mtfmatio/ial agrermxni, which prohibited p'

toanoiher'surrw 'l A Y a memorandum subiniitcd in
du™ ' . +la the cour« a{ 1936 the native
con&oUed  There w»j tH A fquihbrium wa* found at which exporuc”*



quota increases were examined along with the N.E.l. 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 of 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 wthdrawal 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.

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 of Manu-
facturers, various estimates of prospective absorption, and con-
sidered, in the light of 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 of excessive stocks. There was often
a fair measure of agreement between the Committee and the Panel,
but in case of 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 of 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
inventoi7 losses of 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 of 193-1-35 was the frequent rcproaches adnun-
istercd by members of the Committee to maniifacturers for holding
large stocks, which suggested a distrust of 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 of supplies and being thus responsible for the runato
market of 1936-37.

The release for the third quarter of 1935 had at first &
fixed at 70 per cent, and subsequently rcduced to 65 per ap
while for the fourth quarter the rate was first announced &
per cent, and subsequently reduced to 60 per cent. Substant
inroads were made into stocks, which were reduced by 100d]
tons over the year in spite of the over-exports from the NE'
The market was slow to respond to the tightening of restrictis
and the price failed to rise to levels considered satisfactory by~
Committee. During the spring and early summer it fluctuait
around 5y., and though there was a subsequent rise, the aerap
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 of production of estate producers. For 1
the costs of the Malayan producers as given in the returns averagt
6-25i/. per Ib. and those of the N.E.l. producers 6*66c/. per’
It thus appeared paradoxical that the majority of estate produce
paid dividends for a year during which the average price w
below the cost of production. The explanation generally gi«
was the failure of producers to provide adequately for depreciam
and amortisation ; dividends were thus supposedly being pa
out of capital. This explanation was received with considerali
scepticism by manufacturing interests.

v

A feature of considerable significance in the internal admi®
tration of regulation throughout the currency of 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 of rigi
separately from physical rubber. The * organised traffic * in
and coupons and the *gambling in rights * were condemned f

from lem>inology rights referred to estate export righu as Ssf

convement, though not ~txicdy



semi-moral grounds in tlie press. The responsibility for the sub-
stantia! areas out of tapping and the resulting unemployment,
especially in the villages, was also laid at the door of 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 of tapping reflected the level of 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 of 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 of low
releases and high coupon prices on the area out of tapping is well
brought out in the official Economic Surv® of 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, of 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 of release wliich, at the end
of 1935, was 60 per cent. The official quarterly A/alajan Small-
holdings Reports repeated regularly that the high coupon pricra
were responsible for the suspension of tapping and for the resulting
rural unemployment. To take a series of quotations for 1938-39 :
‘ The practice of selling coupons without rubber is directly respon-
sible for the majority of untapped holdings * {Malayan Agricultural
Joumaly August 1938). ‘In Kedah the sale of coupons by small-
holders is giving rise to serious unemployment’ {M.A.J., January
1939). ‘In the Kuala Muda district of Kedah 300 tappers have
been thrown out of work as a result of widespread sales of coupons ’
[M.A.J, February 1939). The simple fact was that during tlie
second half of 1938 and the first half of 1939 die international
rates of release were reduced to 45 and 50 per cent., and naturally

* The smalholders 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 Malaya, as we have seen (above, p. 98), these netsales never cxce”ed
a few thousand tons. In Ceylon there 5 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 of their permissible amounu and the trees
perforce to be left untapped. This consideration seems to hj'
escaped the authorities. Yet it is hard to think of a more dwio®
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 of.~hts would vary with the degree of restrict®
with the market price of rubber and with the supply price ofr-
Hcensed rubber. It could be expected to settle at a level qii
to the difference between the market price of rubber over 4
period of the validity of the rights or the period over whicht
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 eqr
rights and coupons were issued at the beginning of each qua?
while unlicensed rubber was often bought near the end. Tht
purchase was a highly speculative business, as dealers had'
estimate the market price of rubber and the short-period sup
price of unlicensed rubber some months forward. In the hdir
organised markets competition was usually sufficiently keen
deprive dealers of 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.l. native coupons tuee
out to have been too high and the dealers suffered appredalj

The price of unlicensed rubber cannot be regarded as it
supply price of a given quantity of rubber, since the reen
derived from the sale of 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 Java estates regia™
sold rubber without rights, and often for as little as 4-5 guil*
~nts per half-kilo (about \d. per Ib.) which, though it may
been their marginal prime cost, was certainly far below the g

quantities of estate rubber.  The price of uncoupon™
smallholders rubber reflects more nearly the supply price o

\ i coitpom and porf
en the long-penod supply price, where rubber cultivation *

ramrtion pcnod are m Table VII of Statical Appendix Il



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 of licences. Malayan smallholders were
apparently prepared to produce substantial quantities of rubber
as long as the price was around 4-5 Straits cents per Ib. up-
country ; this had emerged from the experience of the slump and
was confirmed by the readiness with wixich unlicensed rubber
was produced with the price at or above that level; there was a
notable contraction of 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 of coupons, would usually
elicit, over a prolonged period, a quantity of 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 of the supply price of 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 Malaya 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 Malayan 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

hroughout the second half of 1935 stocks were fall
Tsteadily. For 1936 the I.R.R.G. planned a further stock reli-
tion of at least 100,000 tons. The exportable release was fixed
60 per cent, for the fir‘thalfofthe year. The price rose only sligfe
and fluctuated around throughout the early nonths
the year. Absorption was rising satisfactorily and observers «
disappointed by the absence of market response to the favouxi.
and improving statistical position. v
There were various reasons for the hesitant attitude oft m
market. The administrative difRculties in the N.E.I. were rcBett
in repeated increases in the special tax which by Februar)'l
reached 33 cents per kilo, and it was feared that should the giiB *
be devalued the resulting rise in the guilder price of rubber ws
create insurmountable difficulties. Some observers also thonf
that the ruling price was not far removed from the level aimed &;
the Committee. This was not so; the I.R.R.G. had conclii* *
that I\d. was not satisfactory ; the cost returns indicated aveii
costs around 6i~6Jrf., and a price 0f8Jrf.-9i was thought necess
to secure a reasonable return to the ‘average efficient produce
It will be noted that the profit alone (2id.) necessary for; *
efficiem producers was several times the net return left toi '
N.E.l. natives after the payment of the special tax. |
The policy of stock reduction was accordingly continued. H ,
rate of release for the second half of 1936 was raised to 65 perffl
but exports were expected to remain below absorption which’
nsmg at an accelerated rate. By the autumn manufacturers,
anxious atout supplies; the Committee insisted that the pd ;
o1 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. inl936.7 |
but rfeared Dutch devaluation occurred in SeptcB"
nut W.b.l. native exports were efiictively conti-olled by b i

ilut ‘tensS? (P- IM), Advigry Pfnel
erfficicHt 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 5-5J 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 cent.
release for the first halfof 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 of spot rubber. The decision also revealed that the
Committee was aiming at higher prices than those ruling. The
prtcc rose from I\d. to over 8|c/. within a few days.

These prices exceeded the cash costs of 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 of spot rubber emerged. Stocks at 460,000 tons
(including stocks afloat) showed a reduction of 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 of the Advisory Panel the Committee met
again in December. The Panel asked for an increase of 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 1Irf. by the end of the month ;
it would have risen much further but for the withdrawal of some
of the large manufacturei's from the market.

During most ofJanuary the price was around |OJ/.-li:/. 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 diniarche to
the British and Dutch Governments protesting against the excessive
tiae in the price of 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 IU
requests. The American member of the Advisory Panel asked5
are\dsion of the second quarter release from 80 per cent, to 9
cent, and for the same rate for the third quarter. He also propot
that the 1.R.R.C. should advise the producing territories to”
sidcr internal re-distribution oftheir assessments and quotas to e
under-assessed producers to export more nearly in accordance
their potential capacity, as this would appreciably affect reai®
available supplies at high releases.

The Committee declared that chiefly owing to seasonal
labour difficulties an increase in the release for the second qa?
would not result in larger supphes. They accordingly refusedj
raise the release for the second quarter ; for the third quartcrt
release was fixed at 85 per cent. A request for internal re®
tribution of quotas was said to be outside the competence dt*
Committee, which was not concerned with the local administratij,
of restriction. At a cost of some inconsistency, the Committee.
prepared to recommend to the local governments that advair
issun of second- and third-quarter rights should be made
producers capable of using them.

The Committee also agreed to the following addition to;
usual formal communique announcing the rates of 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 thenisetf
for increased production.* But as this communique coindi
with the announcement of a compulsoi7 tapping holiday of 284>
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 10fi/. By early March it reack
\\\d. The assiduously spread view that the major produ*
territories would be found incapable of producing 90 per cert,
even 80 per cent, oftheir quotas, together with the continued dxft
in stocks and the increase in absorption, powerfully stimuli*
speculation.

No further steps were taken until the Committee’s next mocW
in March, at which the Advisory® Panel again pressed for 1"
supplies. In particular they asked for an increase in the suo»
quarter release and repeated the request for internal redE
bution of 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 of rubber rose again as soon as it became known ~at the
second-quarter release was not to be raised. There were further
increases during the last days of March, until \s. 1Jt/. 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 IOrf. in May and 9d. in June; it
remained around that level during most of 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, of the
Committee’s decisions between October 1936 and March 1937.
The Committee was particularly criticised for not having raised
the rate of release more rapidly, and for not arranging for the
issue of rights to under-assessed producers, chiefly smallholders.
Members of 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 of 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
inJanuaiy 1937 : ‘ No measure, however drastic, would mcrease
the flow of rubber from the trees. If die Committee decided to

raise the rate of release for this quarter (January-March 1937} or
> The dosing wecka of the commodity \yoom were accompanied by st«p inc«”

in rubber share values svhich lost all connection ~xh earning po%«r. The 2s5. sha”

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 und« 20T 1~

per acre, and no ordinary dividend could be expected except after a

of a price of 2. W. per Ib. By 1939 die ordinary shares had fallen to 2d. wid by imu

«0 Irf; ihe company b now in liquidation.



the next, a very probable result ~vould be that less rubber would-,
produced, since the higher rate of release would lead to compel
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 of release of 75 per cent*

This argument is not easy to accept. There is a simple
of unrestricted output : the price of export rights falls to zft'
So long as these have a market value some producers must payf
the right to produce, which they would not do if their exportat'
allowance represented actual capacity ; nor would dealers bid [
coupons unless the price of unlicensed rubber was below the marb-
price for exportable i-ubber. During the first three months of i
the value of export rights, so far from being nil, was about ont-*
of the market price of rubber in Malaya, the N.E.l. and Ceyk>
The Sarawak tapping holiday in February, which was followed I
another in April, provides an even simpler refutal of 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, of 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 oai,
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 failedi
increase supplies through disorganisation of the locai labour merkft
The contention clearly did not apply to smallholdings. Accordis
to the Malayan press many estates there could have produced e2

* LR.R.C- Aliimitu, p. 1244.

*There might have been a sounder case against a rapid and steep increalt of
rate of prpduciion of which not much was heard. The authorities in Malaya, 0"
and Sumatra would notliave welcomed a substanlial inllux ofimmigrant labour top”
a purely temporary demand for larger supplies, as a subsequent reduction in rde
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 thci®
quarter when a request to raise the first or second quarter releases was rejecte<5( W
contidcrations did not apply to the conditions of early 1937,

*a . SuiisUcal Appendix 11, Table VII. Both in Malaya and in the N.E.l.
holders’ coupons in the early part of 1937 were worth well over one-half of the pre
rubber. OnemembcroflheN.E.l.delegationarguedat ihe 1.R.R.C. meeting in
1937 that an additional issue ofrighftto the native producers would resultin lessta[®
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 P*
of coupons relatively to unlicensed rubber, which would have stimulated tap?
Tliia waa amply borne out in 1941



in excess of a 75 per cent, release early in 1937. InJava 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 of rubber, and at high releases these were influenced
by the internal distribution of quotas. If 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 of rubber equal to 90 per cent, or 100 per
cent, of the quota. If one-half of the producers are under-assessed
and the other half over-assessed, less rubber will be supplied, as
the deficiency of 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 of its awkward implications for the estates. Had
the proposal been accepted, the under-assessment of the smallholders
would have had to be discussed and its correction would have meant
the loss to estates of valuable assessments. In the N.E.I. there was
also the delicate question of 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 of 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 of the American labour troubles were frequently cited as
an adverse factor. The early fears proved largely unfounded and
absorption during the latter montlis of 1936 and the first half of
J937 exceeded expectations ; when at last the doubts were set
aside and a 90 per cent, release was fixgd for tlie secondhalfof 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 for4
active sdmulation of the speculative wave rested with the micrest
parties in Mindng Lane. From October 1936 some of the a.
influential firms of rubber brokers and dealers strenuously eeni
themselves to stimulate speculation, without much regard tod
truthfulness of the reports circulated by them. A rise m pit
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 of getting nch gmB
The arguments in support of this thesis were chiefly along two
three lines. According to one line of 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 of one of the market reports : ‘ there is no reason »
manufacturers who are well stocked should object to higher pi(
especially as by concerted action they can also advance the pi
of manufactured products. A period of quiet appreciation wo
not harm anyone.’

More effective and insidious were the suggestions, w
eventually swelled to a unanimous chorus, that the basic qi
of tlie chief producing territories greatly exceeded their capj
and that enough rubber could not be provided to meet the |
rates of release. Thus a shortage of 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 su
taken from a report issued in January 1937 by a highly respe
Mincing Lane firm : ‘We cannot help remembering that v
the price fell to 2d. and 3rf. native production was at its hig*
and the quesrion now arises,as to whether the native will coa'
to produce heavily when he is able to obtain a considerably 1

profit on every Ib. he produces. It will be possible to gauge
factor only after a prolonged period . . . but we feel that *

1As native production wai in fact at its lowest, it shoild not have been di®
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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
rubber production during the slump was well known. The most
easily accessible sources (such as the R.GA. Bulletin) revealed that
native production had fallen sharply during the slump, and that
in 1932 in both the N.E.l. and Malaya it was substantially below
the level of 1929 ; that the N.E.I. native output of 61,000 tons
in 1932 was a fraction of the officially estimated capacity (this was
explicitly stated in the fourteenth N.E.I. Native Report which was
reprinted in the R.G.A. Bulleiin) ; that native output had responded
rapidly to the better prices of 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
the 1937 quotas of the Malayan and N.E.l. smallholders were
below their rate of production during the early months of 1934 ;
and that owing to a substantial measure of restriction since 1934
large areas had been rested.

A perusal of the market reports of leading rubber brokers and
dealers makes it only too clear how remote from realit>- is the
argument that the participants in organised produce markets are
necessarily engaged in anticfpating long-term trends of price and
in correcting deviations frogi this trend. The actual working of
the market machinery was well summarised in a Fax Eastern Survey
of the Institute of Pacific Relations issued in September 1937 :
‘The reduction of short-term price fluctuations lessens the possi-
bility of speculative gain, and it is even contended by dealers that
too Steady a pricc would drive them out of business. It is therefore
not surprising that any possible surmise, rumour or doubt, is
seized upon and played to the utmost.” This is restrained language.

Before the 90 per cent, release for the second half of 1937
had been in force for a full quarter there were signs of 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 stocbh, which rose from al,
465,000 tons at the beginning to over 530,000 tons at the end ofi
year. Almost one-half of the increase consisted of an increasej
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
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 5] months’ absorption ati
average 1937 rate, but while at tlie end of 1936 the price stood
IU,, with stocks at 5J months’ absorption at the 1936 rate, ati
end of 1937 it was 7i with stocks at 5] months’ absorption.* 1
market was discounting conditions in 1938 and had undergont
change of sentiment for the worse.

The wide fluctuations in the American demand were &g
manifest in 1937-38. This is shown by the table on page 13

In the late summer of 1937 the motor industry forecast U
automobile production for 1938 at 5~ million units or more; !
figure was given by the American representative on the Advis
Panel of Manufacturers. By May 1938 successive revisions 1
reduced this to If 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 of consumpti
In July 1937 the Rubber Manufacturers’ Association of Amo
estimated American absorption for the last quarter of 1937
145,000 tons while it turned out to be 102,000 tons. In Noveir
1937 the estimate of American absorption for the first half of i
was 291,000 tons against an actual figure of 182,000 tons.

~Exports at or near the rate of 90 per cent, were forthcoming from ail the
prrxiucing countries, The Malayan estates found it difficult to produce at tha
and had to draw on stock-s. To this extent the partial reajsessment of 1937 dd
wffic* to offset the ovcr-aaiessmeDt of the estate*.

*  If absorption at tlie December rtlte is taikn as a basis of calculation instead ¢
average nionthly rate for the year, a different picture emerges. Stocks at the «
1936 were only 50 timei ihe December absorption, while for December 1937 tht
raponding figure was 7-5. On the other hand, at ~“hc end of 1938 stocks
equivalent of 5-3 times the December 1938 ab»rption and \i\c price stood «
CencraUy siKaking ihs advantage of ezprciung stocks in terras of December absW
over using the average rate for the year is not substantial
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Table |

Ahsorbllon of Rubber and Indtx of Automobile Production in the US.A”
1937-38

(Seasonally corrected figures)

Absorption of rubber \i@?gﬁéspépdex of automobile 0jc  *
{thousand tons) Uenl. of 1937 {1923-25 = 100)

1937 1938 1937 1938

Jan. 46-8 28-5 60-9 120 65 54-2
Feb. 53-3 25-9 48-6 120 62 51-7
Mar. 49-8 296 59-4 121 54. 44-6
Apr. 50-2 28-6 570 130 54 415
May 51-1 30-2 591 135 49 36-‘3
June 52-3 32-6 621 130 46 ;\54
iy 474 36-9 77-9 129 43 33
Aug. 43-0 41-7 97-0 157 +5 28-7
Sept. 46-6 42-4 92'0 135 46 34-1
Oct. 38-5 42-3 1099 142 84 55-2
Nov. 34-3 49-1 1431 92 96 104-3
Dcc. 30-1 492 1635 78 99 1269
The automobile production index is frotn the o/

lion fieurcs have been corrected fcr seasonal vanations arcord/\mg to a new |ndex
étf Tﬂ?gq?p@ag}tgyemlfu%c&nn?erc}ieuznnoufttg;:e%?don eug”olbes‘?‘e’ satls(factory
forecast for the full year was 565,000 tons ; the final figure turned
out to be 437,000 tons,™ though meanwvliile it had been estimated
as low as 350,000 tons.

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 Id. lhe ma”
cause of the reaction was the change of sentiment occasioned
largely by the American recession ; the ability of the produang
countries to export 90 per cent, was a contnbuto” factor. The
release for the fu-st quarter of 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 Mowd "V
reduction to 60 per cent, for the second quarter of 1938. Io
mitigate the inevitable difficulties which were sure to ™
producing territories, stocks which producer were permitted to hold
were raised from 20 per cent, of their exports over the preceding

lThe fall in world ateorption »om 1937 .0 1938wa 1620 » ton, (f™" A 0D
ton. to 933,000 ton.), of whieh the U.S.A. account

rf TAX Se
«"talar rije in Ue demuid for rubber oufide the U SJ\/ ‘no longer .ufT.eed to otlset me
cffecB of the induatrial depr«aion.

repared
? ures



twelve months to onc-giiartcr of their standard produclioi)
The market was not satisfied ™th these severe cuts The pa
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 Id. 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. []

The Committee decided on drastic measures and reduced«
rate of release to 45 per cent, for tlie third quarter. Some memW
of the Committee mshed for a reduction to 40 per cent., but 4
N E | and Sarawak delegations asked for 50 per cent., emphasii(
the administrative difficulties in tlie East and the liarihips inffia,
on smallholders by this very rapid and steep reducnon m theu
of release. Forty-five per cent, waa the maximutn release wbk
the majority’ was prepared to concede ; it was to be repeated |
tlic last quarter.

In the East this rapid reduction in exportable amounts prov
troublesome. Throughout the producing territories large at
were thrown out of tapping, both on estates and on smallholdin
The high coupon prices were again erroneously blamed for i
failure of the smallholders to lap their trees and for the r«ult)
rural unemployment, and demands were unsuccessfully put forw
rubber fell sharply ; at times such rubber unsaleable and
price of export rights represented almost the entire market vj
In Java 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 of the Minister of Agriculture, the Rubber Contn
had issued rights in excess of the permissible amount during
fii'st three quarters of 1938 in order to soften the effccts of the <
cuts on the economic life of the country. It was hoped that
vei7 low releases would be raised before the end of 1938.
expectation did not materialise, and by September rights eoui
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*eemcnt of 193fl,
was anticipated by the Clommiitee to enable estate producers to limit dismissals ol
*These demauds did notgo to far in rubber as they did in tin, where a scheme 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 of labour would have been inevitable.
authorities decided to issue additional export rights equal to
about 9 per cent, of standard assessments. This over-issue fore-
shadowed excess exports of over 5 per cent. The Ceylon Govern-
ment hoped that the excess would be cancelled by the Committee
on the analogy of the N.E.l. over-exports at the end of 1935. In
the Committee’s opinion, however, there was no analogy, as the
cancellation of the N.E.l. excess exports had been part of 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 asvoluntary exchangeswere few.
It would appear that the Committee paid insufficient attention
tosome ofthe consequences ofits 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 of 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 fullpowers,
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 of release to 40 per cent, was an official representative, who
, argued from his experience in tin regulation that the local admims-
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
‘ mfeasible 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 of such measures.
By the end of 1938 absorption was increasing, and
look was somewhat brighter. As the price was still considered



unremunerative lie release for the first quarter of 1939 was tai®
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 of prices and stocks. Once
die Committee rebuked manufacturers for having reduced thj
stocks, insisting at the same time that further reductions vn
neccssary." The Committee was greaUy dissatisfied with the pri,
which averaged just under lid. during 1938 and was around t
during the closing months of the year. In conjuncdon withlo
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 of 1937 had led to a revision in the Committo
original ideL, and 9d. was now regarded as the minimum pi
yielding a reasonable return to the 80-90 per cent, of the eu
producere generously admitted into the circle of efficient product

The first eight months of 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 of the year and at 55 per @
(subsequently raised to 60 per cent.) for the third quarter. 1
low level of 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. At the Febni
meeting of the Committee one of the members stated that
Committee was concerned only with the level of stocks and
with the price, but that the sufficiency of the stocks had to be in
preled according to prevailing price, which indicated the need
further stock reduction. By that time stocks at 4J mon
absorpdon were appreciably below the level which released
boom of 1936-37. They were also below the level (5 nmon
absorption) which had been assumed as a safe minimum fo);
smooth functioning of the machinery of production, shipment
absorption. The decisions of the Committee during this pe
finally disposed of 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 of absorptio
latex form, especially aa sponge rubber in upholstery. He tho

*Cf. Hisutry aj Rubber Rsgulatum” pp. 108-10.

m  The unaatisfactory level of past prices seems also to have weighed wil
Comraiuec ; ‘ Having regard to the Tact Uiat the average price throughout tlie |
ofregulalion from M jy, 1934,to the end of 1938 was only Hil. per Ib, (15i US.

per Ib.), itwas natural that the Committee should adopt a more cautious release p
Hiitay of Ttubber Rtgulaiion, p. 116.



(hat a substantial rise in the price would prejudice the successful
development of this now field of absorption, which was one of the
few in wliich the cost of 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
quarter, though not sulBciently to prevent a further substantial
reduction in stocks."

Since the beginning of 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 of which was the belief that the transactions
would adversely affect the price of rubber, as speculators would be
discouraged by a large stock in American hands, while the BnUsh
Government was likely to object to a rise m price, which would
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

x~ > -

Trading ¢ me to a standstill a day or two before *e outbreak
iA of hostilities and in a few markets rubber became unsaleable. he
declaration of war was foUowed by a sharp rise m pne« m
Singapore spot rubber jumped from 29 cents to 40 c* ts per Ib
within two trading days. The price of rubbei, as a
commodities, was depressed by the threat of war, while its outbreak
raised it immediately.

*ooaW i t h

o * o "

»mz S t irr Kk wii. bep™

n and higher pric=. W te. were hgh » »
«Lli.lical p,,.IUo.. would be cmptoscd i wben [V The .dual
reminded that stausiics were the worst possible guide p. J gpeculatora.
decision wa* almost always bullishly interpreted for the benefit of spec



administrative changes and the RENEWa'
OF THE SCHEME

NCE regulation was established there were no impou
Oadministrative changes in the major producing terita
until 1937. In that year some important measures were taker
Malaya to expedite the flow of rubber and to ensure that tht
per cent, release of the second halfof the year should be met.
the recommendation of 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 qut
could apply for an advance issue of rights which would be db
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 who had made ftona jide efforts to produce their
exportable amounts. Advantage was taken of these vai
facilities on only a very limited scalc.

For administrative reasons the anticipation of rights was
fined to estates. The smallholders would undoubtedly have t
advantage of 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 of the Department of Agriculture : ‘One i
reported of the high prices is that smallholders are in coc
fear of a major drop in the market and for that reason arc tg
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 a
average annual production during the basic years (192
together vnth scale allowances (limited to 500 Ib. per aci
seedling rubber) for rubber untapped during these years, <
properties from which no production figures were availab

May 1937, referring lo February.
138



ADMINISTRATIVE CHANGES 139

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 of 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
m largely on crop figures from July 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 of production and producers able to present
A their case plausibly. The Asiatic-owned estates could take httle

iK advantage of 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»rwraph,
g e BT AR 12PN AL nege e, ermoan te in A
1 enfely different It may mean eitlrer >I»t the
)fl e.p.m, ,f he pvodneer, or th«. it repre.e,>, le» than  far 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"ment in Malayan parlance muaUy
N meat below potential capacity. There wa. some ju.t.flcalwn for
» the Malayan basic ~ ta wa. not very far -emoved from the
eapadty of the country and the assessment of most estates fully equal to lhe» potential
e output
>

»
R./«rl for 1937 of the Controller of Rubber, Malaya. By ' incorrect

«
meant ‘ below potential rapacity’



ADMINISTRATIVE CHANGES AND THE RENEWAL
OF THE SCHEME

NCE regulation was established there were no impom

administrative changes in the major producing temilon
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 of the second halfof the year should be met. 0
the recommendation of the 1.R.R.C., the Controller of Rbli
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 of rights which would be deti
against their credits in subsequent quarters. Conversely,
export rights were allowed to be carried forward fromthe 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 bem fide efforts to producc their &
~portable amounts. Advantage was taken ofthese 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

LorrtIffit “17° apparentlv many.
werTn n *e spring of @

toarn' n"e " b?expected. Acco.
rerorted of V|  department of Agriculture : ‘ One r«
fearofamai 'h smallholders are in consta

seedling rubber) for rubber untapped dnrine
properties from which no prodnc/” 1

] M.y 1937, referring F.b™ .



administrative changes 139

eriod. After the 90 per cent, release for the second half of

was announced, the Malayan estate assessment authorities

committees) concluded that without substantial changes

*~l e method of assessment the Malayan estates would be unable
* "~plluc<: their permissible exports.”

The most important decision reached was the need to raise
ire assessments Of estates able to exceed them.* The assessment
mmfilittees proposed that they should be given power ‘ to increase
Aments 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 July 1937 onwards ; where output
' BEmres were available for part of 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
givesuitable reasons for these sales. These new rules were intended
Dbring assessments into line with potential production. The
iystem again obviously and inevitably benefited chiefly estates
with detailed records of 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
\ onthe old s"'stem, and as long as they did not sell rights they were

nottroubled.  Estates with young, untapped, budded rubber which

‘as almost invanably over-assessed (in every sense) under the
w generoiis scalc allowances, could leave these areas untapped and

' Mt of the revisions introduced in 1937 and discmjed in ill- n«t fo. paragmpiu

« wnalijied in forcc until the Japanese war. A Jn two
1 “These were referred to as under-assesseti e atw. Tins trrni t-an De uot
K diffcrenl senses. 1t may 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-aSmncnc in Malavan parlance usually referred to
[ 3 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 ~Pori for 1937 of the Controaer of Rubber. Malaya. By ‘incorrect is
bdow potential capacity’.



. *e same anwances a. before, for although a,
continue to <1™* th

. measure of discretio,
assessment committees g aUowances. Om
they “

appS*“o. the produeer sold rights, h.
such young rubber wa  ff bv Riving plausible reason
a”nient could be could gener™

for his failure to 3,M rights heavily during 1,
avoid a reducUon. Pro assessiments;

11 edde wheLVthe cash proceeds of tt.

itc “ mJt*"agaiust the concentration of output on

lowest cost estates. /hanc-p were estate producen

A her after allowing for the few reductions m assessment

and~dl 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 ds
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 of Rubl
who stated that a general re-inspection of smallholding *
administratively impossible. The Controller also denied that
smallholdings were under-assessed : admittedly their ]
maximum assessment was 500 Ib. per acre (in practice 480 Il
but the lower limit was some 250 Ib. 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 mture
According to an official letter from the Controller of Rubbc
the 1.R.R.C., the average assessments per planted acre of est



in 1936 were 396 Ib. and 384 Ib. respectively,
j~gurea were 422 Ib. and 399 Ib." Morc-
pcf ., f the five years liefore regulation had revealed
AN>'rbTSa 1 norrnal output per aere of smallholding,
Wgher than that of seedHng estate. Again, the
N appreciably g™ ,-assqssment was to enable producers to
p.cr.il s capacny yet the assessments of smaUholdings
ij"Bt up to the found by the smallholding
AN, Nte ou of lIme to 889 Ib. and averaged 477 Ib.« It
ajuiry, the upkeep of smallholdings and the
® mnping had improved since then. .Wsments on an
~dard of t“PP'™“S . e L  jjids per acre at the general range
jpprosmatc cap ™ s y have increased tlie share of

[E b2 *"m " “w

tossed in Malaya m the spnng

“ortst ™ T ;rSttien rL":f

tot our eyes to the obvious fact
miiya, the European-owned
~ inthe matter of assessment, particnlariy

ferential treatmem
budded trees are

assessment
amcemcd and that the Asiatic is «stric e the highest

47500 Ib., regardless of the possib.j™

@ ~ding ti-ees in the country. This another

» Kmess of the entire control machmei7. .»f the former
kader was published which withdrew the ar” smallholders
ittide pomhng out that the v showed that they
ws about the same as tliat of the estates, previous
«re generously treated ; the leader < <1
wide did not mean what it said, but mean so !
rtat this was did not appear. A few months later a tmra
iiiCh 7, Table
figura dIffe, ljighU g but not per TnalM'
n Tbeprefercnnaltreaunen of estates revealed by a comp

u dear from both sets of figures.
| W tfae writer in Malaya in_1946 sugR«
rK may have appreciably uDdrr-«un.at«l the >.
ate! cf- p. 341. below.
I \iroti, Tlnm‘ 23rd April 1937.

article

s the fmdiogs of
y]eldlng catrcttyof small-



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 1

In the N.E.I. the control of native rubber exports contin
to be the dominant problem of the administration of rub
regulation, even after the increase in tlie N.E.l. c’uota in ig
The export tax was increased steadily throughout 1936 from
cents per kilo in January to 37 cents by September. The riee
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 of 50-8 cents pa
kilo, was equal to four-fifths of the Singapore price of medinf
blankets and was over twenty times the price of 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 of medium blankets. 1
lor the early mtroduction of individual restriction which wes
come on 1stJaniiar>" 1937, the control of native rubber would ha
iaced another crisis. The basic price (the difference between i
Batavia pnce and the rate of the special tax) ranged during 19L
frorn 5] cents to 8i cents per half-kilo (about lj«’-2f/. per Ib);
in the mtenor the price was some 4 cents less. At these pries
the nauves suU exported some150,000 tonsof dry rubber.

orol™ ?2”® two-and-athalf veeq,
of operation. These large sumsproved too strong a temptatia

betwen*Scptember™H'rj -~ higher rates of duly on dn- rubber «

immcdately on announcemt”nt  ti,- higliM- rates bccamc  effocin®
large quantitiw would prompijy havl necessity as otiver’vise vti!
‘fhe abolition of the time lag inRictcd heT" prx
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 Smagai)ore, the ratio uf ilie
of tax men above 6.000 per centiaT I f «xty to one, and the cB
«>imaied here. a. ihe”oies 2,100 per cent, ronrotiv*

labi« \ and VI of Statistical Appnulix II.



die N.E.l. authorities™ and part of the funds was diverted to

eral 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.l. economy, notably the rubber estates, were facing great
This argument was not only a breach of the spedfic
fisdertakii'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
wes based on a tree count carried out during 1934-36. The results
of this tree census also greatly influenced the size of the quotas
;ad the distribution of planting rights during the second period
iofrcguladon. The field work of the census was entrusted very
Wgely to unemplo)'ed European planters, each of whom had

to ten native tellers under him. The trees were counted by
jtetellers whose work was checked by the planters ; die plandng
I dersity of each holding was also esdmated. ConU-ary to general
«bdkf, the area was not surveyed, and the pubUshed figures of
[re planted acrcagc w'ere calculated by dividing the number of
1 tes on each holding by the esdmated density and aggregating
teresults. 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-
jeations; they were divided into tapped, tappable but untapped,
Jid immature trees ; into six different density classes, ranging
fran500 trees per hectare (202 trees per acre) to over 1,300 trees
per hectare (526 trees per acrc) ; and into good, moderate, in*
j™vrent, 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
IMiugt back into tapping were omitted altogctlier. A series of
tgpping tests was also carricd out to correlate planting density

output per tree and per suifacc unit.

Atotal of 582,365,735 [We] trees was found ; the planted area
*Mniade to total 1,683,328 acres 2 owned by 788,437 proprietors ;

~ official spokesman, addressing iKc Batata Volksraatl in 1936, argued that tlic
~producers had no coate, and ihai the price, even after the payment of the heavy
was remunerative to them. He added tliat the world pricic, which was

. wagss higher than the net return left to the natives, hardly enabled the estates

~Hectares and kilograms have been convened into acres and Ib. lor ihe sake of
and in order to siinplify a necessarily tedious account.



the over-all average size of the gardens was therefore 2-12 anj,
and ranged from an average of M acres in South and East Bam®
to an average of 6-9 acres in the Riouw archipelago ; 81 peras
of the trees were on holdings with less than 1,000 trees each wk
seenis a surprisingly low figure. The relation between pUniis
density and output as ascertained by the tapping tests is reprodu
in the following table.

Table |

Results of Tapping Tests carried out during the Last Quarter of J936
the J™aiive Districts of the Outer Provinces of the X.E.I.

Aoerage Calntlated Aarof:
Average ' No. of produclUm  anm/al output
. no. of 1 tappabU er acre er acre fi
Density group trees i trees pepr lapping ass':Jming 1GO Gt'ju:;)k
I per acre day tapping days
{Ib) A)
Trees per acre :
Under 202 . 162 157 297 476 302
202-282 . . 243 233 3-39 542 2%
283-363 . . 324 308 382 611 198
364-444 . . 405 380 424 678 179 1
445-526 . m 455 4-58 732 168
Over 527 . 567 521 4-75 759 146

It wiU be noted that though the yield per tree falls wilh de=
plantings the yield per surface unit rises—a point verv frequeni
overlooked by European planters. The number of 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'Now annual yield figures are thus very probaU

The general average density over the whole of the native a«

nJ r 1 cal™lated average output 545S

ir. P “f *e tottl area couldi

2, TL P «-3 per cent. medW

L r’Ind * Skcted ; thus, medioS

S «ea % 78 per cent.

olnd lids \ paradoxical. The tapping

*rLratc vielH ” expectations and

maintained that four-filthg*g} fhe 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 of the tree count. These calculated
IOTged from +32 Ib. per acre for Acheen,-to 637 Ib. for
?Smbi with the over-all average of 545 Ib. The average calcu-
S vikld in Bengkalis was 555 Ib., with 98 per cent, of the area
£fferent poor or neglected ; for Tapanoeli the figures were
®|b anti 98 per cent.; for Djambi 637 Ib. and 81 per cent. On
L hand, in Benkulen the calculated ~ield was only 480 Ib.
ihough 93 per «nt. of the area was classed as good or fairly good ;
the better the area the lower the “ield
This much-publicised census was obviously of httle value ; it
5nay have served as an approximate basis of the relative number
ofam 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
rat 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 of trees and of hectares to
irc 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 Ued result which was moreover subsequently found to be gmte
5 inatcurate. s
Lastly, the opinion that four-fifths of the area was found to be
| iKiifferem or worse was most misleading. The N.E.l. authonns
mfcmselves reahsed the worthlessness of the planters’ «ews on the
conditions of the native holdings ; the N.E.l. represenutive on
i flic Renewal Sub-Committee of the I.R.R.C. made this gmte
i fUii, in an official memorandum : ‘ The brigade leaded (tlie
| planters) . . . were instructed to classify the prdens according to
; general aspect. A ceitain amount of subjective judgment was
i intvitable ; it must also be borne in mind that these inspectors
\ 'Kn all former European planters who judged by estate standards,
i Department of 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
bkhir, after some clearing showed liigh productive capacity
It may well be asked -what was the point of publishing the rii
of the classification, or indeed of undertaking it.

In London atid Amsterdam, however, the published resits
the tree count ehcited a crop of dero_gatory comments on
rubber. One of these is of particular interest. In June 1937
results of the census were reviewed in the Financial 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. The,author declared that fromil
data and the classification of the planted area it emerged dedi
that the smallholders were greatly oy«-assessed. Only 43 a
cent, of the area had been classed as good ; this could be asure
to yield 400 Ib. per acre, while fairly good native rubber fthe no
17-7 per ccnt) might yield 300 Ib., the mediocre class’250iS
poor rubber 200 Ib. and neglected areas 100 Ib. per acre. TU
figures, applied to the respective acreages, give apotential of 162,211
tons (note the half ton), against the quota of 247,697 tors,
over-assessment of 86,480j tons. The writer considered li
assumed yields as generous. ‘1 doubt if any practical pknl®
basmg his esdmate on the census classification and his cxpcneM
of native holdings, would give him liigher figures of prodnclii
m. . i shall be ver). much surprised indeed if the native succed
m producing anything like the number of tons he has been awardd
¢ . . mth a stand all over of nearly 300 trees per acre, it is qiil
out of the question to expect yields of anything approachingi
hiTfo n*™ 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
around 480 Ib°to?99¢q h™ “ Malaya had ben
ently not heard of . - o “ >933 ; he had a;a).»
of tlie smalUioldings enquiry which found u
Minutes o f tl

on the I.LR.R.C., gave anintSJw~~ fv. f | e a d e r oflhc N.E.l. del<gaH

tandiiion of Uie native holdSL, TeUgraof in which Jie dealt wg
lo have no adverse effe« on the htldin!! piaiitii.g
Iwt the general health of the trees -inH girtii were somewhat retnrd®

tholight that soil condition* on stnallholHirf 0*~ark renewal were not impaired. "
w o« Tess iaten*ive. “"allholdjngs were better tljan on eatates.and Oiat fapp«
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erage yieW of 477 Ib. and individual yields up to 889 Ib. ; 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
[ 8 writer claimed to speak with special authority on this
“MTlicular subject, since he had not only spent years in ihe East,
* kI had, under the Stevenson scheme, inspecUd and assessed scores of small-
w Here is a striking example of the outlook of the
jnn who inspected or assessed Malayan smallholdings under two
“Matriction schemes.
' When N.E.I. native exports forged ahead of the permissible
r ~ount the author published a second article in the Financial Tines,
i attributing the excess largely to over-tapping. In April 1938 he
I Koduced yet another article, this time in The Planter, criticising
Mre increased quota proposed for the N.E.I. under the renewed
i scheme, the terms of which had been published. He referred again
~tothe tree census and to the high planting density of native rubber.
J "Howsuch closely planted stuffcan ever hope to qualify for an award
! een approaching that of “ standard”, is a problem which no
’ planter would attempt to solve. He is well satisfied with about
| 8 mature trees to the acre. ... 200 Ib. 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
jAuctuations in native exports ; the output ‘ drops suddenly coin-
| cident with the refusal of the ill-treated trees to aid and abet dieir
owners In actual fact, the sharp fluctuations of native exports
teBected the seasonal activities of rice planting and har\'esting, the

Mohammedan festivals and, above all, the exhaustion of the coupon
iae.

When the N.E.l. 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
~ring of 1937 it was known that very large areas had been omitted ;
«isnow known that the estimated acreage was only about one-half
of the true figure.

The assessments of individual producers were based on the
Burber of standard trees of each owner, in the computation of
J~ch number a mature tapped tree counted as a unit, a mature

“tuntapped 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

e



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 gm
Application of the various coefficients to the trees gave the

of standard trees, the quota of each residency being dvd
among producers proportionately to the standard trees oPeat
The share of 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 330f
per acre (approximately 350-360 Ib. per mature acrc) ; agilj
was based on die area calculated from the tree count, which wes*
fact about one-halfof the actual area, the actual average assessnw
was only about one-half of these figures. The inadequacy of te*
assessments is particularly striking when set against the vyidi
calculated from the tapping tests. The fractional assessments grantd
to ‘ tappable but untapped trees ’ at only one-quarter or onetenii
of the assessment of tapped trees was in notable contrast to (k
treatment of the estates, whose untapped mature areas could daa
~ale allowances or even higher assessments on tapping resiia
Ih (™ very low assessments were the inevitable result of the wofi
QA N IMaggregate native quota wliich for 1937 amounted toa’i

> ong tons. There was still much conjeclurp at the fiff
about Uie potenual supply of N.E.l. native rubber, but info.™i
opinion generally placed it at between 400,000 and 700,000 ln

e London prices betwea
unri.r-1; f ' J v c n slightly tk
takine to producers by implementing (he unk-

~he to - “ve quou
The nafivf* comparatively straightforward
wMch weTe *'"T permits’ (coupo®
Harvest oermNir® T licences at ports of shipment
{with insitmifin transferable within cach residency, bt
markets in couponTdANT™ fj* ! residencies.  Organia™
e=P0it rights S e d ah  « iwtiit
con Ltin half-I'ilo-  As in Mala)*
smallholdersproducino*- » ‘eceivfd, tk

duction of individual restnVf"**rubber subsequently. The intro

brought great prosperity to thl ™

were. Cash incomes in the “ssesscd though \@;
comes in the pnnmpal rubber growmg districts



h n at any time since the Stevenson boom. Tiic sudden
liigher tna under-issue of coupons, caused a

proSperi7> exports during the first few months of 1937, but
Msoon corrected, and by May the smallholders were already
Hof their permissible exports. By September the excess waj
1§20 000 tons, but this could be only a temporary phenomenon
A Cith individual restriction the system of control was firmly

*xtarunusual and unexpected development was that large
1, Mitics of native rubber began to be shipped between districts
:Ljjd of being sent direct to Singapore or to comummg
* countries  The reason for this development was soon discovered,
f He supply price of the exportable amount of rubber varied greatly
: beiwecn 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

bawicen residencies they would have moved to these under-assessed
~ axees 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 of the various residencies in the native quota div:.y

widely from their potential capacities and was partly respor.i- -

fora redistribulion of the quota after July 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 of the M.E.l. N aim Report covering the it-.- >
half of 1939, *‘ The inter-residency transport exercises a
Ic'dling effect on the prices for uncouponed rubber and Kr :. -. -
iathe various districts, and may also prevent the formr..;. .
by cxportei-s.” Powers were ne\'crtheless token U '
s"pments ‘. . if it appeared that tin- trad«- niavU-
of price differences between districts, as lhi> wn/ol.; . -
Finciplc that each native district inii.si piVHhur ‘ '

This principle could hitrdly I»* '
1 ~ough the largc-scalc abandi~nineni of ruhlvi
; districts would have had a <iil<K;iiit(}* iU v n
S change Was improbable. Inter-di&iii* 1 hlI'll'i'unt’- ; .
;7938 between a number of lesidnuirs, with .uKhtU*» -



The continuation of regulation after 1938 had been envb
by governments and by estate producers since the inception 2
schcme.  According to article 3 ofthe 1934 agreement, the | 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 of 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 \a
Gelderen, tlie leader of the N.EJ. delegation on the 1.R.R.C sd
in a press interview in July 1937 that he regarded regulation!
essential for the welfare of the industry. i
In March 1937 the I.R.R.C. remitted to a small Angio-Duii*
sub-committee the task of investigating the question of reneyji
and of submittmg specific proposals. The discussions proved iwi
prolonged than had been expected, the sctdcment of the gnol
prcsentmg the principal difBculty. These were tentatively fixedS
basis (the average 1929-32 exports) aj
addmg itamature allowances for areas planted after 1924 TH
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 of 1929-32 *
“ "P'ltition was retained fully for ik
«lculation of the Malayan quota only. The others were essential.

aLwan«Ir?K h

instaneeTtr repeatedly (three times in som
appear to ha Y various demands. Siam, Sarawak and Ceylol
most comoared quotas were increisol
together ~11,1~ ¢ the basis of 1929-32 expoit
these territories **'“'“re allowances. The bargaining position »
to renew the sche"™** IN'S~r countries were anxioin
gnoS was “ t r Though the Ceyto
between the otherL”~c n ? equate, the rali«
from what would have b e ertr
outputs at the rauos between the unrestricloi
mFo,i
1932 wblrronl»
™ fullv by ~an area pla.ucd in 1®
under the international scalc m 400 rubber waj entitled to 500 Ib. P*
ba,i,. ,, u,., w ™ e turned to have been indnded i. *

IUOIb. per acre as immature allowancf.



The inadequacy of the N.E.I. quota was regarded as inevitable,
attempt to do justice to the N.E.Il. natives would have neces-
a quota so large as to be pohticaily unacceptable to the
°h rgovernments. Once this was admitted, the size of the N.E.I.
° tabecame dependent on the outcome of prolonged bargaining.
Thost of figures, claims and estimates was debated by the renewal
h-committce. An N.E.l. 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,
ni! was thought to be rather high, but there were severiS estimates
* around 400,000 tons! The resuks of 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
ofat least 380,000 tons. Several other possible methods of 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 of 1929-32 exports and immature aUowances
method, the estates would have been entitled to about 340,000 tons
in 1939. .
m  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 of the N.E.l. basic quota, it was agreed
| that the following quotas should be recommended for the N.E.I.
[ during the currency of the renewed agreement for the division of
[ which, as between estates and natives, the N.E.l. Government alone
J wes responsible :

1939 1940 1941 1942 1943
631,500 640,000 645,500 650,000 651,000

‘ The basis of the calculation was not disclosed : * Usmg all data
| 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
NELI quota was a domestic concern, the actual division was shown
A~ Noughout 1939-41 in the Statistical Bulletin of the 1.R.R.C™ and
k estate and native exports were given separately. In 1939 the N.t-.I.
«tate quota was 317,962 tons and tliat of the native producers

* Aftnuiw of the I.R.R.C. Renewal Sub-CommilKt, pp. 230 and 251.



313,538 tons. The estates maintained a slight lead
throughout, just as Malaya was allowed to retain a very™"
margin over the N.E.I. in total qudtas ; thtzge arrangementssugd
that political and prestige considerations played a partin the ncgS
tions in London and in the internal division of the N.E.I m*
in the East. v

After some unsuccessful last-minute attempts by several territotii
to secure higher quotas, the following tonnages were proposHli,
the renewal sub-committee, accepted by the T.R.R.C., and jij
mitted to die signatory governments all of which agreed to thg
The quotas are shown in Table I1.

Table Il
Basic Qjotas under the Renewed Regulation Agreement, 10307
(Tons)

j~ 1939 1940 1941 1942 198

..! 632.000 642.500  648.000  651.000 E3L50L
64-0000 645,500  650.000 651,QM
106,000 107.500  109.000 109,500 101X

17,5%0 17.750 17.750 + 17.750 JIAS)
Burm 137aq ¥
u ) 13.750 13.750 13750  1BAS
British Norili Borneo . ‘2.10‘00 21,000 21.000 21,000 200
|t 43.750 44,000 -14,000 44,Cc
i 54,500 55,300 55,700 56,000 60,0«
= m'[.Sig. 000 141,550 :i,554,700 !_563,000 !569,(XIl
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 of the first peri«

hrgefsTpu'r

intL™ of quota., were chanj.
changes in theVast by only a few admhjistralin
revised assessmentstor X T tt” ®* « ' "y maintained will
re-assessment. though 193 t , ” : 2™ "' T>ere was no gc,e«
? period, gradually supnlant’ri | f prme

immature allowances a? I m . *929-32 outputs a«
produccKi who wished tn h, e assessment of those estax
The quota changes did ofproved capacity’

call for any general re-assessment,



| broadly reflected the higher allowances resulting from young
I reaching Or nearing full maturity. Quota mcreases beyond
j m 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
m |ljter was reduced from 1,200 Ib. to 1,050 Ib. as the experience of
had made it clear that the former figure was far too high.
F ti 1050 Ib. (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
LLfied by tapping results. From 1939 onwards five-year-old
runmpped buddings with an average girth of 16 inches at 36 inches
from the union of the scion and stock also received a scale allowance
* of200 Ib. This was a sheer gift to the fortunate owners, as such
* rabbet is' never tapped in estate practice.
The theoretical ceiling of Malayan smaUholders assessments
' wes raised to 625 Ib. per acre. According to the 1938 Anmal
M  of the Controller of Rubber the conditions of smallholdings
Kee 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 of proved capacity was apphed to estates

J 0n|¥I'he appreciably higher quota of the N.E.I. natives made i
f possible to give less inadequate individual assessments than belore.
\ Tre realisation thatvery large areas had beenomittedfrom the
I tec count convinced the authorities of the need for apropersurvey,
; and this was begunin 1939.

[ ‘ The Gomtoller made no allempt to reconcile his yiera
m «dlhddrB> enquiry or the of tlie survey which had J
r a Smwaii. Hij remarfa were auo in notable contrast mih some P™* n
*ial M”an SmlVmldinss Riport covering 3 . o>,ed by
enooahcrd, however, that a great mimber “of holdings, especially
Wh.,,, and Chinese, are in excellent condiuon, while the presence
**"1 on occasioni, on many other holdings, ij probably more of an advantage
a» it protects the soil from cruiion,” SIA.J; November 193B.



RUBBER REGULATION DURING THE WAR,

rtic le 4 ofthe international agreement entiUed any sit.

tor> government to disregard its obligations under the scht,
(except the control of new planting) if it considered that reliom
securit)' was endangered. On the outbreak of war, the Britishm
French Governments were thus entitled to withdraw No sd
step was taken. For the first year of the war it was undoubtti
wise to continue the scheme. Its termination would have b«
followed by a slump in the price of rubber with various undesintt
consequences, such as pressure on wages, a fall in Govemmt.
revemes and a considerable reduction in the dollar proceed! o

On the reopening of some of the temporarily closed rubl,
rbot-'fh'A the price of rubber rose substanliall
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increase in supplies, and a similar course was favoured” though
what intermittently, by the Ministry of Supply. At first the
*onntee 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 of absoi-ption a few months ahead became even more
mt~tdous than in peace-time. The military needs were certain to
tevery 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
dvilian cars were counted by the million, while tanks, planes and
1) Mitary lorries only in lheir 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 not 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
Ib. in December, and there were signs that a speculative movement
*as developing. Administrative difficulties in the East had also to
ke weighed, though sometimes these were used as pretext rather
than as basis of decisions. A temporary increase in the rate ol
itkase followed by a sharp reduction would have been particularly
unwelcome to the local governments, especially in the territories
which relied on immigrant labour and on imported rice.
The low level of stocks both in the U.S. and in the U.K. wiu®
kowcver, the overriding feature during the last few months ot
md the early part of 1940. Absorption, especially in the IJs.,
»as running much ahead of expectations, and stocks were lalling
jMicad of rising. The Americans pressed for a retro-active increase
® the fourth-quarter release, or alternatively an advance issue o
'940 export rights ; both these proposals were rejected as impiactic-
A third suggestion was for a cancellation of excess exports,
* at least for a deferment of their reduction. Substantial ovci-
“ Pons had been carried forward from 1938, were further increased
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CHAPTER I

RUBBER REGULATION DURING THE WAR,

rtic le 4 of Ihe international agreement entitled anysin
Atory government to disregard its obligations under the seta
(except the control of new planting) if it considered that ratiof
security was endangered. On the outbreak of war, the British
French Governments were thus entitled to withdraw. No ¢
step was taken. For tlie first year of the war it was undoubtd
wise to continue the scheme. Its termination would have bx
followed by a slump in the price of rubber with various undewl
consequences, such as pressure on wages, a fall in Govemmc
mSr*n “ considerable reduction in the dollar proceeds

On the reopening of some of the temporarily closed nb
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increase 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
l °Moutside pressure.  After much argument the release for the last
raised to 75 per cent., which was to have resulted in

| Kine increase in stocks, ik

Estimates of absorption a few months ahead became even more
* luKirdous than in peace-time. The military needs were certain to
' bevery 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
iltoughout Europe was certaiji to be drastically curtailed, and as
4 d\iliari cars were counted by the mUIlion, wliile tanks, planes and
J military lorries only in their thousands (according to the ideas of
1939y 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
Ib. in December, and there were signs that a speculative movement
wes developing.  Administrative difliculties in the East had also to
be weighed, though sometimes these were used as pretext rather
than as basis of 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 of stocks both in the U.S. and in the U.K wm
iowever, the overriding feature during the last few montlis ot TOa
and the early part of 1940. Absorption, especially in the U.S.,
wes 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 of e.xccss expoits,
*at least for a deferment of 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 of 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 of 1935 and 1938 when over-cxports had been canccM
or their reduction deferred, by resolution of 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 2i months’ absorption (at the ed
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 of semi-depression prevailing in America througl
most of the year, both world absorption atjust 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 of 1940, hut after
debheration the Committee fixed 80 per cent. This rate
certam to add to stocks ; the higher release had been rcque
ony to accelerate their rate of accumulation. The authorities
not p«s lhetr request, while the American manufacturers.
to be expected in America

volunteered the <pinion ,
sumlr 1 would become necessa.y by
Committed “7™ ™' naturally increased lit
MTr c™nt ‘he release above 811 per cent.
althLgh absor r * “ ~* tamed for the second quarter, d
posS inaz expectatiois the sd
Formostofthcfirs?th***~  slightly ; it remained serious in Britaii

uLtnT? i

was around Il i t perlb *e price in Lond.
The hioh”r York aroiuKi 19 -20 cex
1939 and the first half of 1940n” ]
any difficuUy.i generally produced uilhch
‘labor's during ihc Crsl (iii.irm of 1~
UiefimT * '933.  Tlie ollidal

of rclfase duriiB IK**

1939 had been 50 per ccnl
B 85per «nt. (ll.rrc lad




nnceung at which the releases for the second half of the
were to be determined had been fixed for 21st May 1940,
hi May the President ofthe Rubber Manufacturers’ Association
?ljnerica (the American representative on the Advisoiy Panel)
f med the I.R.R'C. that in his opinion a 70 per cent, release
f the second half of 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
washedto raise the rate ofrelease to 90 per cent, fromJuly onwards.
Thiswas far in excess of all known needs, and the Committee decided
tomaintain a release of 80 per cent, on the understanding that the
decision would be reviewed when the plans of t}ie U.S. Government
ibecame known.

To ascertain the intentions of the U.S. Government for the
accumulation of a reserve stock of rubber, a representative of the
Committee (one of the British members) went to America in June
1940. Agreement was soon reached with the American authorities
onthe terms on which the reserve stock was to be acquired by the
USA, The Rubber Reserve Company, a newly-formed subsidiary
of e Reconstruction Finance Corporation, was to purchase not
Isthan 100,000 and not more than 150,000 tons of rubber, to be
bought for shipment before 31st December 1940, at prices between
18and 20 U.S. cents per Ib. c.i.f New York for ribbed smoked
diret. The 1.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 Ib. The reserve stock was to be
Mil intact until the end of 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
sheRcsei-ve Company undertook to increase its purchases sufficiently
>howc the proposed maximum to ofTset the decline in trade stocks.

®

n

of coupon during the last quarter of 1939 a. the imie had bem
the release v.aj raised and ltiis was compensated 1y an adinonal s M
quarter of 1940) and the 1940 rate appli«® moreover to a higher quota.
to search for complex explanations .
Inview of the controversy to which subsequent developments ga'‘e @ sn™Q
undmtood that thU last provision referred to the m.inta.ai>ce of trade

iA



This agreement was followed by another in August,
broadly similar lines. The amount regarded as covered by thes,
asrecmcnt was now definitely specified at the higher figure ofISO,),
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 thel,
This clearly visualised 330,000 tons 3s the maximum resei-ye sk
it was also to protect producers from die effects of an abn;
cessation of purchases. The price fixed in the agreement wes li
to 18i U.S. cents f.o.b. eastern ports, which, when allowing (-
freight and msurance costs, was fractionally higher than the pio
fixed in the first agreement. These prices were highly profitaM
to practically all estate producers.

Tlie Committee met after the conclusion of the first agm
ment and raised the release for the second half of the year to 85pj
cent. This was calculated to make available 137,000 tons to tit
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 tn
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 ofrelease at the end of 1940 wasrcnio\-(d
Meanwhile the.Bridsh Government had also signified its intenti«
to acquire 20,000 tons of rubber to increase the dangerously i
U.K. stocks. The Committee provided for this requirement bya
additional 5 per cent, release for the last quarter, which tog
formally meeting requirements again left no margin to spare. Tii
decision was preceded by a discussion during which some memiwt
of the Committee emphasised the danger which might arise inth
producing territories through an intensified competition for laou
at the high rates of release. The British member of the Advisor
Panel rightly pointed out that these dangers were negligible an
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'

® o g oWl
a ppibl. pri™ fatl should tta »*
T L

. T 0 ™ : . ™ villi.ed an ircr.aci»
-»csk 103, ,,,CM Cf,,,.,ly ,...fcring wilh the .ccumulaUon 0? ite "



etlie 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 Q@Dtons on the terms of the second agreement; this offer
Bplidtly intended to avert the danger of rapid decreases in
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 of the Committee had returned from America
. conveyed the growing sense of urgency felt by the Amencan
.fevemment in the acquisition of 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 wi"th cons.der-
' Se 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 Aulputs than those permitted by a release of 100 per cent, to
- 2kc their maximum contribution. The strongest opposiuon came
I ta the N.E.I. delegation, one of whose members laid ~fess on *e
* pover over rubber prices which would accrue to America trough
Z possession of a large stock. He
oFrelease of 100 per cent., on the understandmg
would not be regarded as a precedent for subsequent ‘1« **
1941, and ' that the rates in excess of 100 per cent, Were non-existmt
ofar as regulation went, and could never be put into force .
in die past the delegation had often (and nghdy) *at the
NEL native quota was far below capacity, and NN .
native producers could easily export in excess of a 100 per cent.

T

.-

;"™ L rate of release was thus fi-xed at 100 per cent.. “
b-the U.S. authorities. The CommiUee repeatedly da™edjInM~
this represented full production, the
S is evident from the high prices of export rights
, qQuarter. In Malaya, for instance, smallholders
fc fint quarter of 1941 were worth about 50 (Ser cent. °f n
poreprice offirstquality rubber.« An even simpler piec
supplied by the internal cuts which were still g

g
I
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in Malaya these were at the rate of 2i per cent, for two quarter, ,i
1940 and for the first three quarters of 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 s
half of the year was increasing very rapidly witli the rising tide
prosperity. Those framing estimates of American consumptioni
both sides of the Atlantic found it difficult to adjust their ideess
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 t*
American member of the Advisory Panel forecast U.S. absorptia
for the three months October-December 1940 at 153,000 tor;
the actual figure turned out to be 177,000 tons.

The Reserve Company’s purchases were much behind schedis
at the end of the year, and less than one-half of the 150,000 toa
provided for in the American agreements to be purchased for dif*
mcnt by the end of 1940 had actually been shipped. The exs
of American absorption over the estimates and an increase ii
American trade stocks were contingencies which had not hes
allowed for in the Committee’s policy of fixing the rates of rdess
so as to leave little or no margin. The buying policy of the Resem
Company was also seriously at fault ; the Company bought dii
spot rubber or rubber for near delivery, while producers an
dealers regularly sold forw'ard substantial amounts and had o
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 agreementJ
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 of the large U!
manutacturers, and rubber which should have reached the Resen

private warehouses and

f swell the rising absorptifi
them Company’s buying pb
Ld o™ T ? under which the

h=wLa *pace (though under the former contra
was refonded the cost offreight) which was becoming increasi»«



i because the basic years for computing standard pro s

It

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 ofthe rubber to a warehouse
of shipruent.

n rinn the winter of 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','were several reasons for this. In the hard bargaining which
1 Horeceded the renewal of the international agreement in 1938
Ar Lie quotas of one or two territories were feed at levels
hirh dtlier exceeded their capacity, or approached it so closey
tat exports at the rate of 100 per cent, could be expected only
i ,..der most favourable conditions ; this apphed particularly to
Sin Other territories, for instance Sarawak, sulfered from a
muine shortage of 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
therepercussions of heavy taxation, notably the 100 per cent, excess

m"t'few days after tlie meeting of
the British excess profits tax was raised from 60 per cent“to 100
per cent, and the standard rate of income t» from 7~ 6d to 8 .
Tfew weeks later. It was expected that there would be a fu.ther

m increase to 107 in 1941, and that profits made from the summer o
1940 onwards would be taxed at this rate, fhis

, Usterling companies only, but affected these
territories in which they operated ; profits on *e

British-controlled estate output in tlie N.E.I. also

heas'v taxation. ,h N igiq
When the excess profits tax was introduced in n

atarate of 60 per cent., rubber producers

ubstann™

well and permitted the retention of satisfactory pro

btttcr prices and higher releases ol 1940, couple wi

rie in the rate of tax, altered the situation and

Witude of many Brirish producers, as standard profits could

be secured by production much below permissible exp

In gauging the effect which this taxation was hkelj to have on

y Britist estfteOutput, some semi-technical
borme in mind. Fii.t, replanting e..penditurc n
| inlandl revenue as a charge against taxable profi a

*e



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 wai'y
he%€ 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 sumsJ
replanting at the expense of the revenue. Secondly, the wear al
tear involved in bark removal was not allowed for tax purposa
This would have been difficult to compute ; moreover, efau
producers very rarely tapped at a rate more sevei'e than that whid
equated the rates of bark renewal and removal. It was &j
presumably held that in so far as the life of the trees wouid i
shortened by severe tapping, the admission of replanting costs a5
charge against taxable profit would cover any claim under ca
beading. This, however, was not always so, especially for yom
areas not due for replanting for many years. Thirdly, under ij
conditions of 1940-41 the standard ass”sments of producers whs
exports fell behind the permissible amounts were practically refi
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 stimabte replanlinj
the assessments of replanted areis were, throughout the Est
maintained during the period of immaturity at the same level 3
before the felling of the old trees.

By the autumn of 1940 the boards of sterling companies wicd]
realised that outputs of about 50 per cent, to 60 per ccnt. of td
assessments would suffice to yield the standard profits of td
companies, and while they were prepared to be patriotic up
pomt, there was a growing restlessness at the sight of the heav
crop the proceeds of which were taxed away. The reacdon c
mdividual boards and agency houses varied considerably ; s1)

n 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

“re output which secured their standard profits an
restricted production to that level, which was easy once the pi<

(as has oflm producers noi being granted any amortisation aUoneo
themselves their rate of replant were permitted to deiefiw’
replanted '

producer* who were able tot a k e PnacUce was of great advaiiwg'



mtBBE

] stabilised by the American agreements.* On the
however, the two extremes were rather exceptional, and the

iority of sterling companies produced appreciably more

the minimum necessary to secure standard profits, but not
“ imum which their estates could have yielded.

ritse If in various directions.

S me of the best rubber, especially young budded rubber, was
r tanned This particular policy was induced not only by
i ner cent excess profits tax, but also by the still generous
f J allowances which, especially for five- to seven-year-old t"es,
outofproportion tO productive capacity.
“m'iTmuch ofVk
Srallowances and

This mani-

Ifit had been
rubber would have yielded less than the
its assessment might po”ibly have been
educed, while as long as it remained untapped it was entuled
r»le allowances at full rates. On some propertrcs unnecessanly
mStpping 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 aleading visiting agent that the group of estates whjch he
' (unervised were, on instructions from London, tapped too hghtly
r»m panie; were liable to excess profits tax ; on the Property
of several companies he advocated a tapping system 50 per cent,
nore intensive tlian the boards would allow.’ whh,ort
In Malaya the sterling companies soon became sellers *,P
rights to local producers not liable to exc«
tendency was much enhanced in 1941. The pnce o] >
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
uTh policy ™ .upportcd or a,
Md.ya Compaoy, who stated m

of 3,148,079
«fthe company ; * For the coming year we have a si*mdaM a~"" ~
+pounds but to produce this crop would mean ruakuig nirrctore have c\ery desire
m ««, 1,000,000 pouttd. of rubber . . . afd nS L1 *.I thei,
10help the Government and the war effort to the uti Y cxicni allowed
japonsibiliiies to the sliareholdera will permit them o

jhe output aimed at
This4rop was about 69 per
chairman.

mdtr the International Rubber Regulation Scheme. _

will he more or less on tlie Unes of the present crop. « = «

«nt. of (he company’s standard assessment mentioned y dividends
-Mis company is among U.e m «t prospet*us -and agents,

W o ut the slump,aswcU as in 1942-43 and 19«”") ’ "AarU | firms,
V"Catto and ‘1

Compane/ are “1 rsued by some odier
is good reason fo believe that a similaT pollcy EU by

of Commerce, Bureau of Foreign and Domesdc Co»-rce,
‘liofria/ Rtferma Service, January 1941.



per cent, ofits standard production, they were not prepared to p*
15 cents per Ib. for export rights. In that the effect of theliabiii®
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 9
which continued at an increasing pace throughout 1941. Intf®
cohditions of 1940 and 1941 the companies liable to excess priti
tax had everything to gain and nothing to lose by uprooting a
replanting part of their acreage. In peace-time, replanting pj.
grammes had generally been drawn up years ahead and were t
arranged to secure by slaughter tapping the maximum oupm
of rubber from the area about to be felled. In 1940-41 nost
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 notives
behind this sudden outburst of replanting, as well as its cffect
rubber supplies, were \videly known.

Under-tapping and large-scale replanting also affected rubba
supplies indirectly by aggravating the scarcity of labour, supen hics
and material. 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 supemsion, which was getting scarccr every monti,
was being diverted from current output to replanting operatianj
which require special care and which were given priority ofatientioi
on many properties. The shortage ofmanures was another constani
complaint in 1940-41, but manures arc not an essential requiremcni
of current rubber production and available supplies were agaii
diverted primarily to replanted areas.

In fairness to estate producers it must be said that tlie auchoritie
revealed httle sense of urgency. In the U.S.A., absorption brob

pbenomemil montWy figure o

n to be taken ; Ik
diversion with apparently little concern li»
No indinti qumtities of rubber into private warehoffi«
AlLricar, ,, n summer of 1941 that *
to” N
Meanwhile crod * “ ntent with 330,000 tow

Malaya would be held against any Jap.w®'
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Tliesc factors were not calculated to inspire urgency and

sjif-denuiL™ second half of 1940 rubber supplies for the West were
HYverselv affected by the growing domination of Japan over
Tindo-China and Siam. Some rubber from these territones
Fren™ ¢ to reach Malaya amd the U.8.A., But the Bulk went te
Exports from India were also drying up with the rapid

e in internal absorption in that country. This wasa long-

“ro trend greatly accelerated by the war.

The vear 1941 saw an intensification of the problems and trends
Jigt At the request of the American authonties the 1.R.K.U.
fed the rate of release for the second quarter at 100 per cent, in
m rth e Committee stated again that this rate of release

12J per cent, internal cut in Malaya, anttj)ylhe 100 per crat. release

thus clearly did not represent full production. The efliectivenes

of restriction was confirmed by the continued "* f n

rights, especially of smallholders’ coupons m Malagaand m th

NEI The N.E.l. administration actually took steps to maint.

te price of coupons by issuing them m instalments as.d. oca,.oi

wes feared from a too rapid fall in coupon values ; tks at a ume

when all-out production was said to have been ac i
The Committee accepted the American ofier to buy an

100,000  tons of rubber, and a third agreement was

March. The terras were those of the second agreement, excep for

the absence of a time Umit for the purchases which

place in accordance with discussions between the Resei*c Company

ffld the 1.R.R.C. with the aim of mitigating the

decline ni the exportable percentage. The L. before

subsequently signified its intention to purchase for s p

>k end of 1941 the full 430.000 tons covered by the three

n

Mitenwhile the rate of accumulation of thc
tinucd to fall behind schedule and absorption to exceed
In February 1941 tlie R.M.A. estimated American
tie current (January-March) quarter at 166.000 tons, ¢<
figure of 192 000 tom actuaUy reaUsed. Trade stocks in th U.bA
**0e also rising, or more precisely appeared to rise until revised



absorption estimates established that most of the intake belie\®
to represent a net increase in trade stocks had again vaenislit
into internal consumption. The Reserve Company, which e®
tinned to buy spot rubber or rubber for near delivery only, fou,
it increasingly difficult to acquire supplies.”®  These supplies in ihei,
turn were adversely affected by the deficiency of exports compare
to the permissible amounts under restriction, which was gradual,
becoming general. T

During the second quarter it became evident that wite™
important administrative changes the rate of accumulation
reserve stock would fall progressively more behind schedule. usl
absorption again reached new record levels ; it totalled 227,f||
tons for the quarter, culminating in the June figure of 85,000 tgB]j
for the tw'elve months endingJune 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 &
been believed, but had reached 648,000 tons. Trade stocks atth:
end ofJune were found to be only 133,000 tons instead of st
170.000 tons as previously estimated. But while these stocks ra
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 wig
eventually taken in June, and exports to Amcrica were subjecti;
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 thi
nibber was declared a scarce material in the U.S.A., and mamt,
facturers were rationed to a proportion of their previous intakt

These measures greatly improved the position of the Reservi
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. *
Der by an internal cut in Malaya to 9

market pieT ™ b“r ’

that"tlt"u S information was received by lhc Commilt«

U.l,. Government contemplated a large increase in I»

5.000 “ Am'ma mrc cstimaid at 140,000 ions, ot vlich «*
There were also 1neserve Company.

mpany
nlernal cul, m Bn,Uh Nonh Borneo during most of 141



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
rLcond and third agreements (18" U.S. cents f.0.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
~easion of that country increased the demands on the failing
‘npHes.  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¢ Dutch exchange controls.

An important meeting attended by British and Dutch omcjals,
aswell 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 of restriction m face of the pressmg
toands-not 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
meke use of the 5 per cent, margin of over-exports allowed by the
intcmadonal agreement ; lastly, where rubber could be produced
iaexcess of 100 per cent, plus the 5 per cent, marjm the |.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 -
iI'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
‘Uure genuine capacity working ; it was also clear that or

all rubber produced] would be bought at the ruling pnces.

snthS



Faced wilh an unlimited demand the Committee this time \g
nearly granted tlio request for unrestricted production. The rele,
was raised to 120 per cent., and it was announced that cxcess eqs
would be covered by retro-activc increases in permissible eqoa
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 isse
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 ko
the first week of October 1941 when smallholders’ coupons bxd
in Malaya and in the N.E.I. still fetched about \d. per Ib. Mo
over, while the restriction machinery remained in existence potenti®
producers who had received no assessment at all were unlikelyt
produce any rubber, and there must have been many such producen)
among sm~lholders, in the N.E.l.*

Shortly after this decision the Committee was formally infonna
of the intention of the U.S. Government to increase the resar
stock to 800,000 tons. It was also intimated that when this 3*
was accumulated manufacturers would again be free to we <
much rubber as they wished ; tlie Reserve Company visudlis
imports at the rate of 100,000 tons a month for some consideral
time to come. This decision involved the conclusion of a ludw
agreement, and the Committee’s representative again proceeded t
America. An agreement which never became effective was actLelly
signed in December. On 2nd December the Committee met
con.sider the release for the first quarter of 1942, which was ~
fixed at 120 per cent. At the same meeting the prohibition i

* i*cording to the History o f Rubber Regulation il would have been aiuipler toallj
unbmi” production witliout fixing any rate of release bui tlie Clonimittec- was prfvensij
under Its mandate from talcing thisstep. There is a disconcerting tendency in that
M there was in the Committee’s deciiioM, to fall back on empty fonn.il cunsiciera™
in dcfcnec of steps taken for quite different reaaona.  On several occasion:” the Commit«
was prepared defimteiy to disregard the formal proviji<;ns of the agrcemnit; io

ffr 1935; in 1938 it agreed not u, raise fon4
onions to the Ceylon cxcess exports of over 5 per cent, so long aa tlicse

“ tances (not reviewed in thii H

ofihe importance) when the Committee disregarded explicit provj*

ment in Z ; pr«ed«nu for departing from (he text of the *

S itii governments would have certainly agreed, while if they had ~
‘he --P-= oftheagr™nv*

the local macbinety of restriction was fully maintained ; f<it

to the Committee”i® n (until January 1942) formal

USTO plate on >malll,old,,g, temtoriei



, ting was extended for the remaining years of regulation.
> p (lie last decisions before the producing territories were
by the Japanese.

*ATh 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 of August for shipment by the end of October,

77 000 tons of the third agreement were bought for shipment

| 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 than 300 000 tons of reserve rubber were landed in America

w the end of 1941- American stocks at the end of the year
Mailed 533,000 tons, excluding rubber afloat. A

US absorption in 1941 reached 780,000 tons and but for the

rotrirtion imposed after June it would have appreciably exceeded

900,000 tons.

While the acquisition of the rescr%e stock made headvvay,
rabber supplies were still affected by the deficit

becoming steadily more marked. By the end of Novemter,
e total deficit reached almost 150.000 tons, as is shown in the

““iccL bfto™n official dispatch YN X tere
mto the Dutch Government m London, the N.E. .

expected to produce 120 per cen” of tlieir quota
* This official opinion, together wdth the performance e m
* mallholders in 1941, was ample comment onthe fa.rnesof tte
; NEI, native quota and on the repeated ™
[ percent, release (or sometimes less) represented unres
* Auction. The text of an official telegram from the . ~m
; ment to the Netherlands Ministry of Colonies “ Londonj
: oFintercst :* Native rubber coupons for last quai cr
m jeued in September.  [On this becoming known, pn« ofco”

fell Horn around 25-30 cents [guilder cents

Ib.] to about 18-19 cents 12frf.-3,i. per Ib.],

nibber rose correspondingly and increased ™'P*

Thus a relative rise in the price of uncouponed rub

‘he value of coupons resulted in higher output. It wil

aho

' a,jnst

* Thi, obviom point ™ on .cveral critical occasionJ denied in discmaon. »t LRR.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 o]
would be covercd by retro-active increases in permissible export
This announcement was followed by a sharp fall in the priced
export rights throughout the producing territories. But exportsa
individual producei's were still controlled through the issei
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 Ib. iMw
over, while the restriction machinery remained in existence potentii)
producers who had received no assessment at all were unlikely &
produce any rubber, and there must have been many such producm1
among smallholders in the N.E.I.“

Shortly after this decision the Committee was formally infornci
of the intention of 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 wei
much rubber as they wished ; the Reserve Company visuaiisei
imports at the rate of 100,000 toas a month for some consideraUe
time to come. This decision involved the conclusion of a futhd
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 of 1942, which was agii
fixed at 120 per cent. At the same meeting the prohibition i

*/Wrding to Ilie History o f Rubber Regulalion il would have been simpler lo aU]
unlim i~ producuon without fixing any rate of relcMc but the Clommitice was prevfRsij
under  mandate from taking diU step. 'Oierc is a disconcerting tcndencv in that boA

M there waa in the AmmutM ‘s dccisiom, to fall back on empty formal o)nsideali(<j
m defencc ofsteps taken for quite different reasons.  On scvtrai occasions the Conimi~

MV A proviions of the agreen,cnt; in IS*
A 1935 ; in 1938 it agreed not to raise fomo;
objectioM excess cxporu of over 5 per cent so long ns these w*

clu« of'twino~"" "“'ance, (not reviewed in_this stuif
Eccausc of theif mmw importance) when the Committee dﬁsretcarde explicit proviilW
and abandoned export resiricXr

thei s MUn™d , f n
Oth. Commiua .hat, ,.d, ' T 19«) formal tatm°*

the .gr.™ ) had take place o, ~allhZ )
territories.



. extended for the remaining years of regulation,
plaiiu K decisions before the producing territories were
W >t *\japanese.
«~1fB Lrve 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 of 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.
Tp thL 300 000 tons of reserve rubber were landed m W rica
k ihe end of 1941. American stocks at the end of the year
533 000 tons, excluding rubber afloat, , .
US absorption in 1941 reached 780,000 tons and but for the
lJcLrimposed after June it would have appreciably exceeded
tons.

*

While the acquisition of the reserve stock made headways
supplies were still affectcd by

becoming steadily more marked. By the end ~
te total deficit reached almost 150,000 tons, as is shown m the
““jccordTnrto’ an official dispatch f™” *=
to the Dutch Government in London the N.E.L
«pected to produce 120 per cent, of their quota without d fflcqu
Thi, official opinion, together with the P=rf»™ 2* fafnss of the
smallholders in 1941, was ample comment on the fair
NEI. native quota and on the repeated

1nrn
I*r cent, release (or sometimes less)
iuction. The text of an official telegram from the ~
Brat to the Netherlands Ministiy of 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
I»tlb,] ,0 about 18719 cents [2frf.-3rf. per Ib.],
rabber rose correspondingly and increased
a relative rise in the price of uncouponed ru
, t't value of coupons resulted in higher output. It will

uncoupon”™

*iTm obvious point was on seven\ critical occasions denied m discussions at I.R.
an instance was given nbove, p. 128.
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Table |
Permissible and Actual Exports o f Rubber, January-N ovmber Ul

Exports [thousasid tons) Deficit

Quatility  j AsptT»
{thoiuand w0 f /-ermiuiift
| U

o)
Malaya . . 6il 561 50
N.E.l. estal« 312 275 37
N.E.L natives 301 304 3 I (xo0l)
Ceylon. . 99 82 17
Sarawak . 44 35 9
British North 20 18 2
India 18 2 16
Biirma 14 9 5
Siam 54 43 n

Total 1473 1,329

« 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 niicd-igdl,

*The shipping shortage cannot be held responsible for iht- export dcficit. Rbbo

was a high-pnonry cargo, and there was no exccssi\e accuniufaiioii of port stok

Moreover Smgai”~re and Peiiang were outside the export regulation urea, and rubte

%?spatctf" from LAie Maiayan mainland to these shipPing Pons counted as exeons uch
€ regulation scheme.

that export rights were still worth about 40 per cent, of the foh
price of rubber—and this after the rate of 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.l. authorities that all restrictive passages i
he local rubber re~laUon legislation could be disregarded. Fon
the records I.R.R.C. it does not appear that such a suggestio.
was made to the Malayan authorities before theJapanese occupation,

anne»r!'r T both of estates and of smallholding,

the g P«™>®ible amounts bv about
uch The smalrnoldings thus did not produce a



jlUBBEK

roducrion, though many of these were assessed as small-
m accordingly, the output of smallholdings as a percentage
jBdng®. under-stated and that of the estates over-stated.
for about 2- 2i per cent, of the smallholders’ quota,

output was approximately at the rate of 92-93 per cent.,

j t89-90 P suggested by the uncorrected figures,
r after years of low releases and undcr-assessment the
could not be expected to possess the equipment

to produce the large amounts called for in 1941 (which
hLever still below their rate of 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 of these
rarios adverse factors, the smallholders apparently still produced
;immewhat larger proportion of their quota than did the estates.
The production of nibber by sterhng compames was increasingly
Acted by tlie combined effects of 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

mnpanies (as represented by the returns furnished by the K.Lr.A.
the I.R.R.C.) is contrasted with that ofall other Malayan estates.

Tabie Il

; RaUofProduclion {asper cejit. ofaggregate standard production) of Malayan
Estate Producers, Janua””“August 1941

OlhtT All Inlernal rale
F;sfa:s eslaUs estates of ukasa
wiuary , 91-5 950 93! 97-5
82-3 93-1 87-4 97-5
- 78-0 870 82-2 gl 5
74-7 86-6 80-3 9;—2
X' m m . 766 95-6 85'5 975
87-4 95-8 911 as
1. : ] 894 978 93-9 iy
. 879 98-5 92-9 -
Total, Jan.-Aug. 83-6 93-7 88-3 97-5

Tlie divergent production trends cannot be attributed to
»f labour or of materials as the locaUy-owned estates and thos
ovmkd 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 of income from the

of old trees to the maturity of the new stand.* A rubber tret
tappable five or six years after planting and fully mature in anoi®
four or five years. The replanting of a stand of trees thus invol*
at least five years’ loss of income and possibly several more yei-
of reduced income, depending on the relative yields of the old
new stand of trees. Replanting can thus be undertaken onlvb
producers with ample working capital, which the estates do, ai
the smallholders do not, possess. The issue is somewhat complitcatij
by restriction without the substance being materially affected
Unless the rate of release under regulation is very high, or g
abnormally large proportion of the property consists of immatm
replanted areas, the estate can produce the exportable allowam
from die remaining mature part of the property. Such a coni
is not open to the smallholder who harvests his crop from all ow
his holding, tapping trees here and there and practising a rotation™
system of tapping by resting individual trees.*

The second reason for the smallholders’ inabihty to replanti
the techmcal impossibihty of 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 of 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. Notlii«

frit', w7 g™wth which res*
[Sin much more shade-resisti.,
?ucerwfre no, r'T "*- 1938 individual p™

8F8& M TaRY BRE year, or more than 20 per cent over the entir

'
iwclve years after the felling of the old “Planting would be recouped odl
nghts to duposc of (occept in British Nnnh n owuers tlius bad export
which greatly rcduced daeir lou ofi ncometranslcrabltl
smaliboldere, who were unable to replant for . was of little use lo ifc
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 194\ u‘  “Cheme (m the autumn of 1937 ad

m ~ price ol coupons fell almo.i to 29
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* and this rendered replanting on peasant holdings wholly
Jiposibfc. 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.l. a detailed statemenfhad to be submitted
;i Malay ; jon to replant, setting out in writing
| * location of the area to be replanted, the
trees the material used, and certain other details (some
iK ro quite complex) ; in writing be it noted, when the minority
B rsmallholdeis were iUiterate. For these various reasons
LliatinE was certain to be confined to estates.
rU c 4 -reaching effccts of the planting provisions should now
Ldtar |If the planted area was a wasting asset, the prohibition
View planting combined with the practical impossibility of re-
tfiutiiig on smallholdings was bound to lead to the gradual ehmina-
L of the smallholders. Moreover, greatly improved planOng
/mterial was constantly being developed, which enabled the estate
Blncrease output per worker and per acre, while the smaUholder
TOunable to take advantage of this and his competitive strength
tas greatly impaired. This was possibly of greater importance
4io the danger to the smallholders’ position through the senescence
oflie uees or through the declining physical productive capacity
oftheir holdings, since the productive capacity of these properties
hes much exceeded ejcpectations.

It may conveniently be mentioned here that a ban on the
diengtion of land for rubber planting may have effects on the
foure of smallholdings similar to those of the prohibition of new
plating 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
~substantial scale. 1f no land is being alienated for rubber, new
plating is limited to owners of land already alienated but not

under rubber, i.e. unplanted reserve land, or land carrying
®Aarcrops wliich would be cut down for the purpose.  Smallholders
"“yrarely 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 of new planting
nnaUholdings. In Malaya, refusal to alienate land for rubber



piandng has been the official policy generally since 1923. m
imph'cations, botli on the competitive position of Malaya'
whole, and on the relative position of 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 of the first rcgulaij,
period, on the recommendation of the I.R.R.C., assessmemi,
areas cut out for replanting were reduced in A'lalaya and the
by only 30 per cent, of the previous assessment ; 70 per cent, ottl
old assessment was received during the immaturity of the replaaij
area as a bonus towards the cost of replanting." The cash vjfc
of this bonus varied with the price ofexport rights but was geneisi
substantial. Ceylon and several smaller countries made no ddc
tion from the assessment of replanted areas and the bonus wes tla
100 per cent, ofthe old assessment. The replanting bonus bencBli
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 of any replanting by .“mallholfc
was beginnmg to attract attention in the East. For edanpli;
accordmg to the 1936 Adminislration Report of the Rubber ControlH
1"eylon not a smgle application for replanting had ljy then b«
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 <
~ates were certain to gain substantial ground as a result oftk

&om i This was also becoming cvidfil
reolanfpH P sta&tics. About 240,000 acres vt
to wlifateT T fi P~rtit~ally wholly on estati
atvL infcH TUs replac.i<
rS.ivicap acva percem. in theluti™.
ofthe7ds t S 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 of regulation in 1»

* In Malaya the reduaion was lin |k

cent. of the last Rsscssmciit, « the N.E.I. it wa) 30 f«
Thu rcfommcendation affain refutM .u

that the local MnUut*uon of reatriciion”
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.

J that some new planting would have to be conceded,
yasrccogn areumcnt over the amounts of new planting
" *'TTne respectively to be permitted. By this time it had
n /that the smallholders and the smaller producers
not replant at all, and half-hearted requests were put
P 1 K the local administrations for a modification of the
n Lvisions of the scheme which so obviously discriminated
~~thrsmallholders. Such proposals were not well received
TRR 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 msolved m
rilr This was hardly a fair statement of the position. For
irw hich have already been stated successful replanung was
nhairallv impossible on most smallholdings. j «
The French delegate to the 1.R.R.C. strongly opposed free or
replanting. French Indo-China had very large "eas
Sable 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
JiiBrofnew planting and replanting rights as, with ‘}®
high-yielding material replanting also
,, the productive capacity (though not to the sa”
Itatiag, which does not involve destruction of

n

, Itwas eventually resolved to recommend P arefin each
199 and 1940 of a total of 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~Mible rate of new
; planting and replanting was to lie Wth the . < « ,qoq_40
~  Therecommendationfor 5 per cent, newplanting

;. announced in March 1938, and as tire ‘tS m
*«aforgone conclusion, preparatory stepswere N N n

prodding territories io enable planting operations to start

iatotoling official “ 5t “
* and the High CommUsioner for the Malay Swifs. - jig large
Midayan delegation as liis chiefadvurr on “~Malayand
were aduainistered from London. ‘There arr of cou questions
producers wlin are nut represented in London, diven?<- i“we
wUl arise in regard to renewal their interests are net 74 Trhere
European estal, ' {MinuUs @ tlu LR.H.C. wrlicager the

[ ~ mfecia wide dlvelgcncc ofinterest over the pUnimq provisions,
ef ihe quotas.



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 r

these documents were generally transferable.  Their distributio

usuallyonihe basiso f*to him that hath shall be given®, and prod™
received certificates representing planting rights equal to 5 per!!
oftheir 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 sS
ho der, should actually take up new planting to the extent of |

fuU 5 per cent, of their 1938 acreage as calculated from the resk
o the free census (which was of course only about one-liairi
4eir achial acreage). In the native rubber-growing districti J
Sumatra and Borneo the authorities invited appUcations for n»
plantmg nghts by the local population irrespective of owner*
of a rubber holding Although the majority of the populada

»J | ™hber-growmg districts already had a holdini

apphcattons for new planting rights substantiaUy exceeded b

scSed Town had to be corresponding!,

Soted i"MJ T u procedure than tidt

malori® ofth shortly, prevented

”f 93970 ? f™*™* participating in tlie new plantk,

rius wer” ser eHN . . ——

pleasang v mlddle-class Singhalese and for Singhaiea

fo sZnhnIHe P* " S rights were distribute

Thm™ S™™'T™M “'m'/per,
in the plantSg r X " in i
dollars per acre fn 93a ~ P"* rangrf from 18 tg
oDarrp”” tr ™

nghts f?uctuateg between 100 and Ifm pret </state p'sat

Strait, doUars per acre) in Tfe 5?

permitted was fully taken up by m o and T

for new planting greatly exLcLd avdlable 07 *!

eagerness to apply for ri.fe an® ' v

suggest that rubber plammg was not" m  «“"dsoi J durf

at the time. “ unprofitable as was ¢
T""Polomoi of K.rac of At TOa],,, '93

SpCT-cml. new plmiing whlch itwuKiid would~f* « “p"™ PpratMed againji'-

nmKnal ryr,f™t m Mpscity of atou, m rong pbnlin

ha. .h. ud,,UT hould hav.ccdnu.d veVwifh" P™ .
P“ yid* ofLu.,d sooSm



1
7

Jiff
"

m wriile the producing territories took full advantage of the 5 per
ew planting, in Malaya at any rate the smallholders were

vely prevented from benefiting from this concession. The
are semi-technical and require some detailed discussion.
Malayan acreage statistics suggest at first sight that the
rer cent, new planting of 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
*N]1 361 128 acres at tiie end of 1940. This increase must include
substantial acreage revision, since according to the official
astics of the Controller of Rubber and of the Department of

Amculture, new planting by smallholders (owners of 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
@t, of their 1938 area of just over 1~ million acres. Over the
m t period new planting by estates was 112,000 acres or 6 per
‘ot 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 Report of the Rubber Research Institute of
Melaya {p. 252) summarises the approved applications for new
1 {toting by smallholders for the eleven months up to and including
iovember 1939. The figures were supplied by the Controller of
Rubber and cover all approved applications for new planting of
SacTK or lea {5 per cent, of 100 acres, holdings over 100 acres
jKiag estates). There were 8,420 applications, totalling 16,649
MNcs. The remaining 30,000 acres of new planting in 1939 (the
~ercnce bet\veen 47,000 acres, which w'as the total new planting
Q1939 by all owners of 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-
tfaesod planting rights, by ow”ners who wished to plant more than

e

f

this section, it should be borne in mind that not only is more than three-

of Malaya suU under jangle, but that very large uncultivated areas totalling

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 wnters

0 Visit to itu Rubber Growing Smdlholdinis of Malaya, JutyScptmbtr im .
pras) Cf. also pp. 187-190 below.



5acres (5 per cent of 100 acres). Owners who were in a positiontg
plant 10 to 20 acres in 1939-40 with purchased share certificates wat
smaliholders in name only, and probably some were not e
smallholder? in the statisdcal sense.™ The figure of 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 of 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 snall-
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 mesktd;
in the statistics of total new planting by smallholders but is soan
clearly by the figures of applications for new planting of 5 am
or less. Of a total number of applications of 8,420 only 303
were by Malays. The average new planting of individual Mal®
owTiers was certainly smaller than that of the Chinese or Indian]
owners and this would suggest that the aggregate of Malay applica-
tions for new planting in 1939 was almost certainly less than 800i(
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, of their 1938 acreage.

The faUure of the Malay and of the smaller Chinese mwers;
to use the new plantmg rights was due to several reasons, one d
which was of over-riding importance. The plandng rights, issud
m the form of transferable share certificates in denominations ad
muNtiples of one-twentieth of an acre, entitled the owner to pW
rabber to the extent of 5 per cent, of his 1938 registered acreage.
Thus an owner of three acres would be entitled to plant about on»
evet"di of an acre, while the owner of a five-acre holding was entitled

areas weK

ruling of the restrictios
authont es by wluA one-twentieth of an acre was declared to ke

the cqmvalent of eight trees, so that one certificate Or unit enritled
the owner to plant eight trees. It is not clear whetherthis ruting
applied throughout Malaya; it was certainty in force m™-r con
Siderable areas. As the smaliholders usually over 200 tre»
per acre, this arbitrary ruling, based on past estai practice Ranting
IS now much denser on estates than it used to li) reduced even
mFor . of Ih. vmou. da«. rf " ucf. pp. “bovc.



r'frictional area which the sm'allholders were entitled to
jiithcr the ira

u rreiDt of the share certificates, owners who had no

rve land (these were the great majority) had to
jnplanteci res offices for the alienation of land on which to

“ply to tnc amounts involved were so small as
he worth while to pay a visit to the land offices (often

away), and far too small to be worth carrying out

A 1ntinff any distance from the exisUng holdmg of the owner.
riS e r isoften 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

~are any distance from his existing holdmg it would not be
StiLble 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 of new planting was of no
\diie to the individual smallholder, unless he had unplanted
reene land, or diere was unalienated land available bordenng
ri;lisown holding, where he could secure a small plot for planting.
m\breower, only diose areas could be of use where the few young
nswould not suffer from shading or root competition. It was
txeepiional for all of these unusual conditions to be fulfilled smiul-
itneasly. New planting by the great majority of the smallholders
vis thus ruled out. Most smallholders who understood the
;pupoe of the ccrtificatcs therefore sold or gave them to friends
;arelatives who might have been in a position to use them.
May of the smallholdei-s, however, were ignorant of the purpose
ad we of the share certificates, which were
MET along with a routine
fecial explanation.

issued to small-
issue of export coupons without
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 of these subsequendy repurchased at
higher prices when they learnt the purpose of the documents.
Even the very' small amount of new planting that actually
placc was of doubtful value to smallholders. Much of this
planting was on unsuitable soil, or on silted or exhausted
with a long previous history of food cultivation, or on eroded
steep hillsides liable to erosion ; no assistance had been

7™~ to smallholders to help them to improve the soil or to
n -‘Uitable land. The 1939 Annual Report of the Rubber
institute of Malaya (p. 250) m unusually explicit on this



matfer : ‘ Unfortunately much of the land alienated fo
planting isin districts wliere the population is high and cukL T
intensive, is poor, being either old silted padi sawahs or oS
areas where, owing to faulty methods of cultivation in the m
most ofthe soilhasalready been washed away. . . . (Where
land was bought) much of this land is undulating or very hilllT
m some instances the slope is so steep that it does not appear prLfr
able to advise tlie construction of terraces to minimise the Z
erosion, omng to the excessive amount of excavation in the soli
which would be required to make them. Here again penm
ohservation confirmed what could be inferred from easily aaesib
Malayan publications.

In contrast to the position of the smallholder, the renewal
reflation presented estates both in Malaya and in the NEI
with a gift m that the replanting bonus was raised to 100 per cent

a reduction in 4,
The concession was d

assessment ofan area cut out for replanting.

Th mT? to >b«ain from ic
hr T 1 I’ *°ugh well aware of the reason.
*em bv'r r' ™ ers to replant, tried to cajok
fndtore2"I|* “® ‘degenerate’ the older aL

. N .
lare'afs 8‘ Sumatra and Borneo. ¢ almost boundless uncultivatd

thatr~som fX If was anxious to stre.

xm

the£qorestsoi| .
run number of smallholders in Malava

into six fioup! R u

or undt onesSh of oL ir L
was replanted in ° smalUiolding area
A wfs le.

than mo'; ac* in the

holding area of 600,000-700 000 acres
replanted was owned by producers ter),
holders but who were almost always Chetu'ar L
who arc not smallholders in the arrr,i,7
some instances they are not even snfallhoH™
sense of being owners of less than 100
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1 Durposes even though the aggregate area of one owner
P insist of 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 of other members
family and when these are included the acreage actually
by the head of the family exceeds 100 acres. Replanting
t™tkesc two classes accounted for an appreciable proportion ofthe
1replanting on smallholdings. But even where the individual
‘Sttiar and Chinese (and his family) who replanted part of
? area owns less than 100 acres in the aggregate, he is far removed
the typical smallholder in the sense of peasant proprietor.

n

It will be recalled that under the renewed agreement, 5 per
@t, new planting and unlimited replanting were permitted for
18MO only. The I.R.R.C. was to review the position in 1940
jffidto decitje on planting policy for 1941-43. Replanting was
toed in February 1940, and it was agreed to permit this
iKonditionaUy for the remaining three years of ti"e currency of

agreement.  This decision is recorded only very briefly in the
dfiid minutes : * A general discussion followed, and it was agreed
itd replanting should be permitted unconditionally during the
iramtperiod ofregu lation.It is known that the N.E.l. delega-
m drew attention to the disadvantages of the native under this
jitom and to the unsuitability of replanting to the needs and
fiinditios of the smallholder.

New planting after 1940 was discussed at the next (May)

of the I.R.R.C. In view of the importance of the de-

~ns to be taken, the secretariat of the Committee, assisted by
WR.G.A. statisticians, had laboured for several months to prepare
~mates of the trends of absorption and of future capacity. The
collected, and the results reached, w'ere embodied in a special

to the agenda of the meeting, and this was circulated as a
~oraiidum to members of the Committee, their governments
of the Advisory Panel several weeks before the

on future absorption were clearly guesswork ; several
methods of fitting curves to past data resulted in estimated

* LR.R.C. Minuus, Vol. 14, p. 120.



absorption of about one-and-a-half million tons for 1950 thonj
the actual figure naturally varied with the choice of the biwcv
Estimates of future capacity were based on certain assu®
yields, varying with the age of the trees (allowing especially for ji
declining yield of old rubber), applied to the known acreage fiaZ
of estates and smallholders’ rabber {the former sub-divided ini,
budgrafted and seedling rubber). Two sets of estimates wej
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 cmergol:
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Summan of Estimate! by tk I[.R.Ii.C. Semlarial of Future Pkysid
Productivity of Plantation Rubber
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*id has just been quoted. According to the Hishiy "
Inklwn (p. 225) some 306,000 acres were «-plaiU«l in 1.).i) 1«,
ih was appreciably more than tlte area replanted over the
kr-and-a-half years of the first regulation periiid. I hi» w.ii,
jffitover, before the further rapid increase in rcplantms simmlalcd
hthe excess profits tax. By mid-1940 estates vver." repl.mtms 41
liiattofweH over 100,000 acres annually, whirh was over JII per
«. more than had been assumed by the I.R.R.C. serretariai.
ilalaya the estates had replanted about 9 per cent. ol iheir
*ageeby the end of 1940 ; in the N.E.I. the proportion wan itbcml
ljper cent, and in French Indo-China about 8-9 per cent. Ihfse
indicate a net increase of one-quarter or onr-tlilul in ih
‘Niictivc capacity of estates as a result of replinting- 1V
~ningof 1941 several of the larger agency h.ul wuiknt
replanting programmes ten years ahead for th<* iqilauimii
1"bulk of the older rubber under tlicir coutiol ; hy IUr <\ui .4
‘Nl some 13-15 per ceat. of t\v. Malayan
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Malayan sinajlholding area, waa -replanted by the end of
practically all on Chinese and Chcttiar properties of abs
owners, ivith a few instances of 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 ofa
planted area of 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 replantint!
by smallholders was also negligible. The comments by the lead
of the N.E.I. delegation at the 1.R.R.C. meeting are given in tkd
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- ofthe native ruboer™
grower or with his methods. He was wedded to the system o
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.l. Government
InH h “*Smt and careful consideration,
and he (the N.E.l. delegate) wished to reserve the right to raist
the matter agam at a later date. For the time being, he was in
BHE‘%@%Y an-lc—i r‘éﬁewmg the position next )‘/‘ee;rp* experimental
*= ™ “|lh“>ders in Malaya and Ceylon wa

onheNEITt- three-gu="te«
Ol'the N .E.l. native area was planted after 1924 the corre”nnndinl
-d‘L s;Sn*“S
*|.R".C. Vol. 15. pp. 777 ’ «ther rtasou*,

Malayan estates and smailholdI~gjw'ir~ S ~2~ producUvc capacity of

gJanuary 1947) position of the Malayan smanonr«
nu.d caforcment of th« planting
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, were presided over by ihe then Economic
TewelLry of State for the Golomes. who was
Malayan delegation. Accord-

of protest came from anyBritishmember ;
important cash crop grown by smallholders

J.ijer to the Britisl
fctoder and ™S
,.die minutesn ~

Hofthe ddssibte high pricew | memorandum ako

mnaintain its hegemony over synthetic lubber.

v

While the respective merits of new planting "r'Tr
fa 1934, of academic interest only for tlie individual producer
Snce,with the exception of the 5 per cent, new planting in >
minsion of the planted area was forbidden), the relabve advantages
lilliese two methods are of considerable general interest.

Tre need for replanting on estates arose from two
ades.  First, by the early 1930’s a substantial part ot the older
Qite acrcage in Malaya, Ceylon and to a lesser extent m the

was showing signs of retrogression. In Malaya an appieci

wfe part of the estate area yielded only 250-300 Ib, per acre or
less. This retrogression was the result principally ot soil
“w™, of loss of stand through root diseases and of excessive
out. Secondly, the development of superior planting

of comment cannot be explained by pteoccupation with tl.c revems
IMO, iis a.e s™e,,d, a.e a W were circulated before the Germa.i offe™
Moreover, the decision was, broadly speaking, U.e contmual.on of Che

*kich had been in force since 1934, ' P
“o»y™y1 MO ™t oy SSMI ‘t*' N-E.I; Government ni ght

opposed the maintenance of Uiese provisions fi>r a third period of res
" end ot 1943).

A



material, capable of producing tliree to five times the
yield of the old area, rendered the replacement of the latter nrA
able, even after allowing both for the capita! cost and

loss of income. o
The cost per acre of replanting varied greatly on differ™
properties. According to an estimate of the R.R I M in?

the cost from felling the old stand to the maturity of 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 of 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 of the same ordfr.i
or slightly below that of replanting ; the heavier cost of felling:
Dhntin’A"™® “ oads and drains in e
planting was generally offset, or more than offset, by the cost d*
maMrmg and disease control in replanting.

beloTv «P*'*“*“ed areas are usual,
vir2 iun“ ™" "ewly planted jungle land, The soil iinde;
anfthe iJiurr Sumatra is not particularly fertilt,
X fLd rah r '’ of .available
S s tm feh L] productivity ; never,hclasi,
r|ght 0~ th -Kivatd

pLIited oH H especialy as much rubber hes
O te £d crops “ der tapioca o,

of i"eptniT?s'\"°L7h“f

replanted area is, by definition, tied “ sfil onh* ‘e
existing plantation, and throughout the Ew Pm**
been planted on unsuitable land such a, ., V '/ 'f
infertile soils. Imnroved A innessted, eroded o
budgrafts, as well as labour and manure”’|""***" ®/

wasted through replanting on infertile

manunng i, generally necessary for succerf.l B
very little is required for new plantinir Th" m wl”*
enough plant food in the soil in most producing tcrtto T T 18
the gro»,h of one stand of rubber trees, but*ti:™ r.Uy 1~ ~
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m rtrnuate growth of a second Stand. Hence the
*"*nurine in replanting, even though the annual latex
for ~little plant food from the soil.
were less in need of replanting smce they had
Smallholding w

root disease.
Ls#«dfrom so retrogression in a few districts
117 rthel®,

high-yielding material was nccessa™ or at

je planting ~essful long-term competition with those
P "“f~w te ben™leplant®ed with modern material. »

>R “Tanting (unlike new planting) is entirely unsmtab e
““r*Sem ents of the smallholders, being virtually impossib e
T Sings. Moreover, it was becoming increasmgly
tension of the smallholdings area presented no

rStitfK rt~ d S— Seo

\ S ar "ANN

Vbc remembered lhat rubber cultivaaon by smallholders takes
to Sng outof the soil. A derehct smallholding revert,
mwsecondary jungle with Hevea seedlings predominating, and in a
C "'to is assuitable for native rice- °r rubber-gro~ng”
Wore. Il certain areas, especially in the n
liunge of rubber seedUngs is actually beneficial, as it helps to keep
‘mklani, which once estabhshed over large areas is
dtar, and also because rubber forests are less hable to burn than
ni other jungle plants. A shifting cultivation by smaUholders
lagt have entailed some administrative inconvenience ; thougn
itis certain that movement would have been on a small scale,
m t smallholdings continued to yield well for long penods, and
ilextension would have been required largely, although not wholly,
inorder to take advantage of high-yielding material. On sma «
iioAings 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
®tMylon and in the Settlement of Malacca in Malaya.

Tjie balance of the argument between replanting and new
planting is less decisive with estate rubber, where past methods ol
fi*stivation 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-

Ul 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 reinfOT”
by the danger ofa temporary shortage of rubber through largc-sc
replanting which materialised to a certain extent in 1941



oiTFRIA of regulation NORMAL STOCKS
® and efficient producers
|

iQMi the Rubber Manufacturers’ Associatioa of
formally addressed the I.R.R.C. for therr

l.taenca (R-M.AO" producers.
A on, or defini . wished to know the Com-
ly implication the m. reasonable return to producers.
A,ee'sv.cwonapnce ~eldmg”~” reasonable, as these matters
He manufacturers querp moreover the Committee’s
s N £ H 9 ;rl s = r.vsrs

i= X.r szorm™ = f ”» E S s

«4>the p*e of rubber rather than w.th the
Ths attitude is best illustrated by the decision a

otllie Committee during the first half of 1939. - a or sliffhtly
.™ - and were faltog fast ; the price
Wow B/, was considered unsatisfactory. In statistical

«ti,,g in February 1939 it was argued that whle'the stattsMJ
ITQion would justify higher releases than the 5 per
fering the first quarter, such a course would not J

fc current prices. In the words of the ya,
Wtgation : ‘... he had consistently mamtamed that p n
W a primary consideration in fixing the ° ™  TjjiirUon

™yweapon 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 enmled
i winterpret this low price in terms of sufficiency of stoc AN
i “Yer therefore that a further reduction in stocks was req
11.RR.C. Minulss, p. 2005.
191



In short, the criterion of 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 of stocks ’).

Several interrelated aspccts of the question of 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 of stocks.

It is reasonably simple to estimate the stock of rubber needed
at any given time to keep the machinery of production, shipment
distnbution and absorption running smoothly, and capable
looking after seasonal variations and small disturbances. In ti«
mid-1930’s this stock figure, including stocks afloat, was ven
generally agreed to be an amount of rubber equal to five or k'
months absorption. This stock is, however, compatible with ividelyi
different pncra. Tlie price may be such as to balance currenl
absorption and exports, or it may be more neariy in accordance
with underling long period trends ; early in 1929 exports and tre

Wei ool h px* but this
™ ™ for long as much additional
On extreme assumptionsa
woL h fl " which any change in capacity
without anv h ” T" of price!
Th new would be unanimous m
unaltered”™ h™™ T [~ n mEB
p?olcct’ Tn ora"™l- ~ >he new low-c«.
T a change r in price would be accompanied
fe prkeS? 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
accounts and speculate say for a rise fn price’ * *preTme

whenever a speculator buys forwartf mhK. exceptiom,
amount of physical rubber is frozen through a ** ®

of the dealer who has sold forward

rubber (rom trade users and leads to -ir* m

price should elicit more rubber and thus readjust'*SiTposMo~jtul

equilibriul



r  .his could happen the rise in pricc is likely to set up the
I"gbctorc runaway market may develop,
0?'““*h war stocks of rubber were held by procjpcers,
..lators and manufacturers, and it was a matter of
MaVment at meetings of the I.R.R.C and elsewhere as
r the influence of stocks on pnces depended on their
”* 7, volume only, or also on their distribution between various
I, nirticular on the division of stocks between free and
hvlr  According to one school of thought, stocks of rubber
‘nrifcs irrespective of their location and o™ership ;
“ e °"er'~opinion. the price was influenced by free
rubber held by manufacturers is pracUcally never
5 and 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. While this opinion is untenable exclusive pre-
otoipation with a total volume of physical stocks “ ay “
mijlcadine.  This can be illustrated by two examples, m en tired
tall speculators decide to Kquidate their accounts they release a
mUding volume of physical rubber fprobably lymg m the
I'’K or U.S, warehouses), and this will depress the pnce, even
liogh the volume of stocks is no larger than before. Or again,
manufacturers mav decide to hold a larger {or smaller) proportion
4 their anticipated requirements in physical rubber and a sinallei
larlarger) proportion in the form of 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
fomard physical rubber is fixed witliin reasonably narrow hmits,
this volume of rubber must be held by someone ; the view's ot
#lthe pardcipants (producers, dealers, manufacturers and the
P'Ug) determine the structure of prices of the various grades and
posiios of rubber.  The process is not unlike that by which the
t«niciurc of stock market values is fixed, except of coursc
Ficc differing from long-period equilibrium as determined by
‘tenditions of absorption and of supply cannot be maintained
“«itfmitfly. 1t appears that while there is an obvious negaUve
“Elation between the volume of stocks and the price of rubber,
*“Qwhile it is possible to ascertain a physical level of stocks which
normally suflice to keep the machinery of rubber production
«> absorption running at an even pace, this volume of stocks
““ mpaUble, at least for considerable periods, with a wide range

‘Xroriy,



of pricra. Conversely, a price at or near the equilibrium
may co-exist with different volumes of stocks. For examni
the end of both 1926 and 1929 world stocks equalled 3-3
absorption at the rates of these two years ; but the price was alZ
1j. 1d. at theend of 1926 (average for the year b. IIf,/.), anda”
rf. at the end of 1929 (average for the year 10Jrf.)." ’
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 volul
From June 1934 to mid-1936 the Committee repeatedly reproachtj
the American manufacturers for maintaining large stocks, wkid,
were said to be evidence of 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 woch
later, the manufacturers were held responsible as they had allo.td
their stock to run down. Instances can be found in the minutesi
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 of the Advisory Panel asked the Gom
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 of spot rubta

™T™hers blamed the man.
1935 anri’ iqqfi allowed their stocks to run down durinj
ooiL Tf i have arisen. The Pare
of s Committee had ddiberately pursued a poLn

of 1936“ ) ) ™ manufacturers untilth,
end oF 1936. To this the Committee founua re [

stoeb «u lf*“ the same answer should be plain  Changes i.
stocks result simply from differences between aW ption .and ship

ag. |nt Dec‘"" £"aW pfc2it S d ofth
tin* ¢ ,rc P [ of alaorption.

bbmed the manufacturers fo? having

1935 and thus having failed lo suniSvn S

fact”~cr, were reproa®Ued b y T E same meeting the manw
The conftmon also runs tlirough the o”intaining cxceuive stofks.

itusaidon p. 122 : «During

of the Conunittee™ suggestion to the cont~tv « were bemg reduced iu »

had (early in 1939) «>und rea«>ns Committee , .

and ihc Advi*ory Panel and for wnUnuing iL GovernmM



both of which are outside the control of manufacturers.
~“Wnuzzled and annoyed the Committee was the failure of low
dfalling stocks to result in better prices. They had expected
~ ks as low as, say, those of early 1939 to force up the price
***siderably, and thought that a brisker buying policy of manu-
~ s would have brought this about ; in fact it would have
, tfansferred stocks from one warehouse to another. The
iufacturcrs, 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
te 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
phwsical stocks and they thus supported the market just as much
L'they would have done by holding larger physical stocks. The
somparatively modest price* reflected the reluctance of the market
tosupport 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.

The Committee was also unable to provide the R.M.A. with
adefinition in terms of costs and price of an efiicient producer.
He failure to provide a definition amounted to an admission of
lit arbitrariness of this concept, and of the mandate under which
4e Committee operated.

One member submitted a detailed memorandum to show that
tie mandate involved circular reasoning.® ‘ Efficient producuon
sproduction at a reasonable profit ; but profitability depends
mprice and the duty of 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
» me . 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

' Which was, however, still distinctly profitable to the
«Uta who were the highest-cost producers, with costs much mflat® by c .

The opemng pages of Chapter 12 of the Histofy of Rubbrr passage

he quotations ar« actuaUy from the book. pp. 545-46. Onep a”
aelnoraadum u not reproduced in the book ; ‘For some time

an open questioawhether th» estate is an efficiem producer m compe
“ uve except under artificial conditiom.’

A



hand it is impossible to define a price wliich will renmmicrat®
efficient producers until it is known what efficient production neaiu
The Committee was tlierefore required to define efficient produal®
in terms of price and to determine price in terms of cfficie®
production.” ™ Apparently the circle can be squared after all;
‘Hie Committee surmounted the price dilBculty by conccntratiaj,
on the stock and production side of its task. No attempt wa
made to control the price of rubber. ... At the same timeg
used the prevailing price as a barometer ; while a “ fair” pic®
was difficult if not impossible to define precisely, a price whid
was too low to be remunerative or so high as to produce oces>it
profits was within limits easy to detect.” ”

This is hardly satisfactory. First, as wc have already smn
it was contended that ‘the Committee was entitled to interpret
the sufficiency of stocks in terms of price’. A perusal of te
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 ursdij.
factory by the Committee this was regarded as synonymous witi
excessive stocks. According to the leader of one of 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
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 i
particular countries or in the hands of particular owners wer
said to be the guiding criteria instead of total stocks. Who
American stocks declined but U.K. stocks rose this was instance
as evidence of the difficulty of selling rubber, and thus of oxcessiv
supplies ; while an increase in the stocks of 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 aswas implied. Eightpence was rcgardi
K, price by the Committee in 193531
but the N.E I. natives had to be content with |U-2</.»

PActicc, the Committee did not act very difTerent
from other organised controls of primary products. The membc

onmog s “t

« Matterswere notadvaoced by anotheraft-™ . u r ee
p,oduc”_», im0
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, of the economic simation and tried to secure
pcwDy profitable to the largest number of estates, and
, price wwm without danger from competing materials

~ nJ more important, without provoking too bud protests
perhaps dje American authorities. It was
‘”r ‘a\taTunder restriction these were factors infiueneing the

- 3 aloKitritV of dcintiiid* _
m onthly or quarterly cost returns furnished by the British,

Tprench producers’ associations, covering a large pro-

eir membership, were frequently reviewed he
pmlou of tnelr o w au y review e?}lm}on

The costs as returned were
ff"rercsS IpreSn and amortisation, A standard

Committee when attempted

«her Items to arrive at all-in cobts. i

produced at costs withm 10 per cent, of A~ arithmetic mean »
adthe median and the mode were close to decide
»eigh.ed by output). Whenever the Committee hadjo deem”
»ho were the efficient producers a lenient view v, Malayan

geaerally estimated that some 80 per cent.»; cost
ffid 95 per cent, of the N.E.l. estate output >"duded m tllc"

ritums came from efficient producers. Accor >

estate
M of efficient producers was much the same he
producers. It was occasionally held that as * ., jir~and,

0>rginally efficient producer was also required tosa i
lke price must be such as to yield him a reasonable return

' It waa not lhovighl worthwhile to show Ac
We year for what is only one section of the highcr-cost pr
PBorder of magnitude, in December 1936 the all-in cos -
« R.G.A. returns to the LLR.U.C. ranged from 4r50c/ “
qwrtile around 5-2(W. and the upper
locally-owncd companles and smallholder had b«n
“ould of course have been much wider.

an indication of
estates included

inciuded il.*



Thus as well as the average costs of all estate producers th
were the costs of the average efficient producers and of the maBT
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 of the efficient po
ducers was almost exactly 6d. ; that of all producers 6-25d. ; thii
of marginally efficient producers 6-75d. Cash costs absorbed som
i-50d.-4-75d., depreciation charges about 0-id.-0-5d. and araortisa
tion about IW.-MOrf. Theyieldfor 1935 averaged 319 Ib. peram
for efficient producers and 306 Ib. per acre for all producers; fr
the marginally efficient producers it was 294 Ib. ; such deplokbly
low yields were an inevitable result of 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, 265i
for the average producer. 2 75d. for the marginally efficient pro

ducer ; the prices indicated were thus B gO/, and 9M, ¢
which cash costs accounted for about one-half. These fignra
P Throughout the yean

. "'embers of the Committee constantly referred to it
riihng pnce as definitely unremuncrative to the efficient producer;
this at a time when three-quarters or more of this unremunerativt

pnce had to be taxed away to keep N.E.l. native exports withffl
the pcrrnissible level

These “ Stfigures applied very closely also to 1936 and 1937 ; tht
ThilTer h Ptk “ '“ 5 but applied ©
Wgrre offset B)‘/‘a nse in wagesT;nd the price ofequliBemgirgtherIH:Ileé\g
KrLrtMedS* 7% ™>'fficient to offset the adverse effect oftl..

171937t ra/d T I, T about a halfpenny per lh
sM b P -“*er than 7» per cent

Producers' ideas o rfflir'pfe 1N LW Svery improvement

™, T™ rvsijss . .rn r-

Jhown m Ue RG.A. rclurm would hav= LJO|,

percentage of aii estate producers ~ substanlinlly larga
*The« figures were subscquentiy revised I

shown below, p. 270. * correcied average coits an



M Drice of rubber. Just before regulation was intro-

the P godsend ; on its cstabUshment6d.-U . was
6d. last and 7d.-Sd. in London. The market
At “hdow 7TW. for the first two years of regulation. When

was reached in 1936, the inanufacturere were told that
T»«‘insuﬁm@ﬁ‘{ to ¥ie|d a reasonable return to efficient producers,

tse sCpfy beTween October 1936 and March 1937

T""IQ37 the High Comn~issioner for the Malay States stated
continued in office the Malayan

andbycconomising on supervision, estates shou

Il per Ib. delivered Singapore. Thts may have
naggeraticn, but the contrast is nevertheless interesting.

A price yielding only a w'rturn W dujtrvAFor the whole
inplies poor” returns or Iosses to hall the industry
/1935 and part of 1936, on the shomng of the ™
IR.R.C,, the price was insufficient not only to e syet
mum to lhe average producer ’ but even to cover sres-@dNE
tegreat majority of sterling companies, espccia > L. ffective
i.Malaya, were able to pay dividends. This led to some ineffective
criticism by manufacturers of the cost returns. »Cn'iUv

The output per acre assumed in these calculation *u,,~cver
“H average production under restriction ; ’ R.G.A.
«plicitly stated in a memorandum submittecl vy LI
«.«ciL to the 1.R.R.C. that the “rJA.Vbe
average efficient producer in Malaya around »Hined on

as 400 Ib. per mature acre.- It was
*liat criteria these estates could be called efficien
‘Weled output of 400 Ib. and costs of 6d. and ove ,

‘ Thii same flgure was also sug%ested by th “-Nlosg n
- read to the Royal Statlstlcal Soc.etj .n
SUitlml Smty, 1938, part II.



smalUioldcrs could producc 450-500 Ib. per acre or more ve»-
year out, at little or no cost. The Advisory Panel

asked that the costs of the native producers should be allow?
calculating those of 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 that3
majority had no costs, or at any rate costs which were onlvj
fraction of those of the notional efficient producers.

The ‘ reasonable return to the average efficient producer’ w,
only another aspect of the maintenance of a profitable jMu m
which was the primary purpose of rubber regulation, as of oS
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 of a given quantity of rubber ; this, too. ng
be difficult to esumate quantitatively and would vary fran
year to year. But at any given time and in a given state d
prospent™, it is a clear-cut and definite concept which the otho

‘m “'mPris'ng that the Committee neva

RZ }11 ? . . . American manufacture.
though It related to its primary function.

HI

whowerftf ' ““=TMP'ing <0 determi.e
le k Tie r analysed from another
Slt« t identified the industrv ™th tk
output’ of P™«ic«I>y one-half of the worH
Sodfand ™ “r*>olders with very ditTerct

dispense verv laro*I° P™duction. In particular, the smallholder!
hierarchy on whiclf °he*e” ateTrdy o prime

thelt® fI'TEt"'® o= “
and otates. but this does noj~reatly ALNSTU'

X:-Jorta’

Mandors (foremen)
Estate contractors and their labourers P~-European
Conductor(s) ; estate clcrks and dressers
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manager(s)

medical" officer, visiting accountant European
Agency firm
secretarial firm
Board of directors
Shareholders

, .wrtice 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
pricL 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
«timcs 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
ilms.  In the use of coagulating acid alone is the posibon reversed
4ihcsmallholder requires more acid per pound of rubber produced
lian does the estate. This, however, is a negligible excepuon.

It is often overlooked that differences in costs of producura,
pinicularly when associated with such widely different met s
; of production, reflect the different claims by the producers con-
ctred 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 He total absorbs many more real resources m the f

rubber than are required when the output is derived rom o
1P'oducere.  The indiscriminate references to excess capacity tend
‘»obscurc these issues. ..

TTie two principal weaknesses of estate production,
PTOsely of production as organised by a large section of the estak
adustry, seem to be. first, the heavy overhead costs resulting
“e'maintenance of the elaborate hierarchy, and secondly, re™
* alarge number of 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 sraaIU|och
were 12 to 30 per cent, higher than on estates.

The ability of the smallholders to produce rubber with
limited expenditure of real resources reflects the comparative
of rubber growing. All phases of rubber production, fromfc'
planting of the seed to the smoking of 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 Malaya even somerf
the abon”al Sakais successfully produce sheet rubber. Tla
considerations partly explain the often genuine perplexitiB of tin
I.R-R.C. and of others in trying to locate or define effiden
producers.*



CHAPTER H
CRITICAL RETROSPECT

E estabHshment, machinery and history of the international
regulation scheme well illustrate the pohtical and
iiristrative ~tractions of quota schemes. The objections to
K eirily arbitrary quota and assessment mactanery were
Ltrdlv urscd before 1934, not only by outs.de obser\-ers and
E.ent 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 of prospenty to the rubber
mducing territories, together mth a restoration ofdep eted govern-
ErevLues. As such it was first cautiously accepted and soon
cefinitely welcomed.

Regulation raised prices by restricting output and prohlbltlng
JtmtiiiE; by eliminating competition it maintained the status quo
adsuved the high-cost producers. It thus resembled the
itim national and international restnction schemes winch marked
(conomicpoUcy in the 1930’s.  The exclusion of newcomers through
fc prohibition of new planting barred entry into an indushy paruc-
tly 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 Malaya at the end o
«d been planted since 1910 and three-quarters since 1913 ; some
*®of organised restriction had been in force for at least some
[“mths every year between 1918 and 1928 and again alter isaj.
I»lkat some nine-tenths of 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 of the same order.” The uncertain y

| Stevenson schcme dld not apply outside Malaya and
ber in" other lerritoncs was p~ted 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 of the industry”r
longevity of the trees, the prolonged periods of compulsory r™.
tion, and to a lesser extent of tlic very easy profits which m
being made up to 1929 and in a certain degree after 1934

The immaturity of tlie industry not only made restricfii
particularly undesirable but also emphasised its inherent arbitd
ness. Restriction is particularly arbitrary where costs and technifd
are rapidly changing, and where a large proportion of the cuw
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 s
always been prevalent about the efficiency and soundness ofik
methods of smallholders, who were entirely unrepresented thror™
out the operation of the scheme ; their substantial under-assessma
followed almost as a matter of course.

Qjiotas and assessments may be deemed fair if they arc p
portionate to the unrestricted outputs of the different classes,
producer at the prices ruling under restriction. Although ik
cannot be allocated on such a b”is, a much closer approximaa
is possible than was ever attempted under regulation. In«
nationally the quota of the N.E.l. natives, and internally
quotas of smaUholders in Malaya, the N.E.l. and Biitish Nr
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 wi
restriction.

A large measure of transferability of export rights and coujS
was permitted in the major producing territories (thouKh not betw
Ktate and native export rights in the Outer Possessions of |

in order to concentrate output onthe properties ofl

rfresin™ir r* - *c stereotyping c5
Lbstanlilr* this did not take place ona
sevetulte? comp.nic. o«r
and the closure™ f concentration of production on o

and the closure of others was sometimes considered, the fear o

* It wuUl be realised ihat fairn«s is herf* .
in output from the unrestricted level at the mn.T i ~ proportionate reduc

ake account. of the dependence on rubber ordjffl" s
%manclga(i posil'i)on P Xcﬁ{‘lf:lerent ci*scs of producer or of t
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»uwnents and the difficulties of tramferring staff

Ruction in the contingency of a sudden nse in the
A tobmit. “ S '* revented such steps. Within each agency
~rfrclease. usually p measure, but the
p»P loss of identity of the companies acted as an

Snoi‘ial deterrent.

s nmokteness of control over suppUes (the scheme

By the ~orld exports) and by the notonous

n demand for rubber, the power of the

KliBticit> 1 American suspicions and the pohucal
™ fet™ f «, e, however, restraining factors,

fe rs . ] “ *lS =

»d 1, a search for substitute

decisions by
The Committee was

_ti,larly by the costs
[tecos. returns of producers’ majori® on the

i<British producers, who, as well ® f j,jtate producers

Committee™ were still much the larges g |Q35_39 the British
M had die highest costs. For the penod 1935

Spira showed average all-in costs of aioun n
:MS were slightly less, and the ;. (he British figures,
i reason to believe that tliese data cspe y at

ihoned excessive costs, since

Smej when the price was below the cost flgu [ ]

tewcver, accepted the figures, and on occasions g

ttilematements rather than the rev-erse..fcient producers
The interpretation, or rather dcfimtion, of p™

(» whom regulation was to ensure a reasonable return)

The Committee,
as

nn a wrfcctly competitive
“The rehmc waj a_compkK monopoly a iiKligibl" propotiion
>h™ mce radi individual seller ooounued o prre 9

wtoil supplic, and individual demand curves were he
®AIQ two ejcepUons the votins members oflhe 5
impol of this was much less than u often ass
f. 'Detail! ate shoan on pp. 270-71 below, spme-i0F@ O the frane.
X ‘ITEFrenchestates had. even before the «n'o " """ 5""#" 7" al been the hichot.
lid ** t.cost estate producers, while in 1930-32 t eir Nareas, and the fuller
. tlevelopment largely reflected the gradual maturity t) industry of french
J §§S; voting area, tapped in the early JMheavy subsidy esvbli.« »>
seems to pmvnﬂa an authentic ease 05 definiicly comp<-»"‘"«-
ind"try .0 , L,mp ,, d " subsequently to I>erome



extremely generous. In 1937 the yields to be expected fromtk,
efficient estate producers were estimated at 400 Ib. per mill
acre in Malaya, 375 Ib. in Ceylon, 450 Ib. in the N.E.l. 4Q@Qr
in French Indo-China, 350 Ib, in British North Borneo, 230 b=
India and 220 Ib. in Burma.i It will be recalled that smallholdij
produced sustained yields of 450-500 Ib. 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 Ib. (at costs of ~d. perly
and over) as the unrestricted output of efficient estate producett
was to deprive efficiency of all meaning. Moreover, in orders
give a ‘fair return ’ to these efficient producei-s another 2\d. ted
to be added to the costs. Thus it was that after the N.E.I. iiativs
had for two years been producing large quantities of rubber for
a total net return ofaround \{d., the minimum which was regardd
as yielding reasonable returns to the efficient estate was Sd”
The passage of time did not bring about a revision of the cdi-
nition of efficient producers. By 1938-39 the successful deeloy
ment of rehable planting material yielding over 1,000 Ib. per an
was an accomplished fact, but the unrestricted yieldof theefficiea
Sn still stood at or hdoi
WU Ib. Meanwhile, the planting provisions of regulation saerdy
restricted the use of high-yielding material. The succcssive iovo
tigations between 1931 and 1938 into yields ~md conditions @
smaUholdmgs m Malaya, the N.E.l. and Saraw”ak, had fourt
average yields 25-30 per cent, above those of * efficient estate
w very ow costs and far lower bark consumption than het
teen expected. Nor was there any prospect of an early decH
.n these yields, since the life expectation of the holdings appears

per R
yean the comparison is of P«iod, while for ihe sM
mature area was out of »ann- interest, as an appreciable proportion of tb

Wik gf ™ >iihoidin'S y rther N gR bnd barawak wi., . dcfinildy liighe, mi.

otaw m Frend, Indo-CLina mobs$s L
by the American plamaiiom on thp V' n *Shest yields among esIntw. fdlwn
mate, mere, wia, Malayan at? ,ATn?

- Estate spokesmen are understand2W, - “ tatcs next.
is the only efficicnl scetion. Thuj in n il that iheir side of tie iiiclusH
senutives stated in 1937 that ‘iheV ffiSS I-R.R.C., the R.G.A. repr

Estates, could produce in excess of their auotL °yfr~«n Industry, ie. tl
ment." of TA /fE5f.C. Henewal rencvAed agrti
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Arain every time a new ladang (dry rice dcaring)

j Crbv smaUholders in Sumatra or Borneo, a new,
‘*"*1J o rubber plantation could be established without any
|j..iewing notional efficient producers were entirely
(lional cost- n smallholders or the high-yielding
r C «erc usifg large uantities of labour and capital
*"v.hSsts reflected their extensive use of real resources) with
smallholders could almost entirely dispense to produce

‘ffrfttrdaTmtd”~on behalf of restriction schemes that they

to stabilitv. The establishment of rubber regulaUon
Srseive to eUminate, or even to diminish greatly, the instab.hty
SiTeristic of the industry. The foUowmg table illustrates
ffne of the continued fluctuations.

Tabie |

(a) in the London Price o f Rubber, (i) in Ihe Vdms of Malayan™
kmlicExporls o f Rubber, (c) in tlu Eammgs of2s Rubber Compumes,
{d) in Malayan Rubber Estate Employment

@ r n w 1 w
(S7X -)
7% 42 0 62 208 360 302.
68 | 52 c-0
11 ! 65 77, 208 I 3
m' 138 | 68 95 | 341 «
m 86 | 52 1 712 lag 315, 296
wo | 7ie> P 261 ! 529 . a4
140 1 109 ! 121 1 450 1,078

"nise 25 sterling rubber companies operated m Malaya
muDg on 31st December. They have been chos
e figure, shown are their aggregate gross trati.ng pronts

Hs in three out of four calendar years of 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 of Malayan 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 Malaya the number of worked
by over one-quarter from the end of 1936 to th~And of 193/

‘0 fall by over onc-seventh during 1938. These various



figures do not suggest that the great disadvantages of restnau
were compensated by stability.

The years which have already elapsed since the effective 0j
of regulation make possible a more detached discussion of s
specific issues of rubber restriction, much debated before 1941 g,
in one instance even subsequently.

Tlie equity of (he operation of restriction between estates am
smalUioldings was frcquendy raised by the Rubber Division oftli
U.S. Department of Commerce, which rightly pointed out tha
this was a matter of concern to consumers since supplies at hg
rates of release were greatly influenced by the equitable intmil
distribution of 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 weigt
or relevance may be disputed but which greatly influenced csatt
representatives.

First, the plantation industry was developed by the estata
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 duringi
number of profitable years. Again, in Malaya 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 of a gi«.
ttchmque by an miproved version, based originally on the W

thnnldh "M~ "1“™* development in industry and agriculton
though naturaUy always deplored by those who have to fSe succc

nirT “m brought higher rubta

cXn ofthT2r* ("-i* the important o

w”N o f N E.i native producers between 1934-36) for la

W ner mauhcidj%rs c ol enj.

n 8 er |ncomcs by sdhng coupons than they cou ave earne

I-R-R.C fficult , . .

pro/\ty y«, qﬁcdl e depewiejce ofnibbet on .

wkli one of the mben “ dirub *

reguladon Khcme had done woB"a" und« . that <
amoo on Dr. Rat'i paper Jmnut»{ikVa Aflkoh wuaiioaBO*



[ ] »es in tlie absence of restriction. They also benc-
jpinS from increased government expenditure on

“ “oMWerattons®' do not, however, alter the fact that the
?® frS*tion were very unevenly divided between estates
?1 MiMS to the disadvantage of the latter. The relative
f “fimont of the smallholdings in Malaya, the N E.i, and in
jtr-asessm beyond dispute. For Malaya this is
w comparing the shares of estates and of smallholdings
rllJayan quota with their respective contnbutions to output
f te tatroducUon of restriction, or by companng their assess-
* with their relative outputs per mature acre dunng
or by contrasting the quotas of estates and smallholdings
heir production during 1929-32, from which it emerge
£1i the”ly years of restriction the smallholdings received no
ilture aUowances at all.“ The undcr-assessment of the N.E.I
Bive producers was an interHationally agreed feature, since
=«ted in the course oC the r*tncuon “ gouauon
litan N.E.l. native quota anywhere near their capacity at p
mderegulation would be so large as to destroy any chance of
«grXcheme, The exports of the N.E.l. natives di”g the
®ly months of 1934 compared with their actuil] quota make
feir jevcre under-assessment quite plain, and this was a
~Billed by the N.E.I. authorities. This under-assessinent agai
wrged clearly in 1941, when the N.E.l. natives, alone ol a
of producer, exported the full amount called for by the high
«kesss of that year. . ,
Tre relative merits of replanting and new planung were aiso
tecod up with the fairness of regulation as between estates an
«Blllioldings. By prohibiting new planting after 1940 the uom-
«itltt assumed a grave responsibility, since owing tot e ong
between planting and maturiry a sudden °c.™
slot quickly be rectified, and the demand for rubber i=
A tobeunstable. Ou all reasonable assumptions (he pot”t
capacity was in excess of demand, at least up to

\% t o an Ammcan coasular dispatch in 1939 ; the
coupo., a» a pemion . . . «<iwouldalcM.c A v obje
tCcoosor’  R,ikr voij Uor, 13th Dectmber 1939.
- mtguUtio,, tn«hi,ey i« -Malay., th, -rio»

P*amm kciu an incvitaWe feature of rubber romaioii. n



but with a sudden increase in demand the price required todu,
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 ret*
planted soils ; moreover, estates frequently replanted on partia
larly poor soils. Again, many plantations, both estates and sa]
holdings, were lied by the plajiting provisions to the ursuitafd
soil on which they had become established. There was, ofcoun
also the loss of income from the old stand, which together wiihih
technical impossibility of replanting successfully part of a peaa
holding, meant that this method of maintaining or eqand®
capacity- was not open to the lowest-cost producei's. There waj
virtual prohibition of all new planting during regulation ; success
replanting is impossible on most smallholdings, while it was ude
taken on a large scale on estates ; as has been shown in consido-
able detail earlier in this study,” there was implied here an ai*
threat to the position of hundreds of thousands of 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 of the smallholding industry’. Tk
provisions are still {Jamiaiy 1947) inforce in Malaya and mayyet endanff
the whole future of the Malayan smallholding industry”

This discussion of the equity of rubber regulation may porhepi
be fittingly concluded by a brief reference to the reaction of t(
~iatics to their treatment under restriction, as revealed in numeroiJ
interviews with Malays, Chinese and Indians in Malava in 194
Several Chinese rubber dealers, as well as some Chinese and Mili®
rubber uistructors (junior officials of the Rubber Research Institu
of Malaya), said entirely without prompting (and of course i
individual interviews) that the planting provisions of rubber reg»
lation gravely threatened the future of the smaUholders ; onef
the Malays said he thought that with these provisions the snall
holdmgs would be reduced to insignificance in about twenty d
tlurty years. They also said that these results of 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.
mThey have repe.led vtry recenilv; cf. p. M2, bdo,,.



revisions embodied an attempt to dimimte the smaU-

« favour of the estates. It would have been gratifying

in a position to refute this contention. But it was

A do so, since this result of the planting provisions had

‘“"*htakd at very broadly in a leading article of the Strmts Tims
I ,, 19th February 1936.

Hd the under-assessment of smallholdmgs escape the
Ation of the more discerning Asiatics. There much dis-
iS U n among the villagers over specific aspects of the ass"*ment
Kinely, notably the assessment of young trees on a prth banis

U= absence of individual inspection of the holding But
invoicing of systematic and bitter criticism was confined to the
Educated and alert individuals, mosdy, but not exclusively,
‘DChinese  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 of 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 Malaya was attnbutrf
in-several persons to the great influence of the General Ad”sop-
dmraiittee, to whose one-sided composition reference has already
btn made. This particular criticism was not confined to .-\siaucs
Ml was shared by senior European officers interviewed m

*

ﬁa}gattitude of 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 Malaya and against the anxious
ott of the administrators for the welfare of the Malays. e
pamplcs may be briefly listed of the many instances of die un~m-
Jutlietic official attitude towards the rubber-growing smalltioiaer.
saw the Controller of Rubber, Malaya, rebuking the sohtary
fgntsemative of 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 Suwy
Acpanment instructing the inspectors of smallholdings m
fW n to result in the heavy under-assessment of smallholdi p
™ve, pp. 94_95) . ~ame department advising
J*Nard smalUioldings under heavy natural covere
Nfiecd the passive attitude of the authorities in face oi I le pn



presented to the smallholder by restriction'and the absence of &
guidance tlirough the maze of regulations. Indeed, in MHaj
the administrative arrangements of the 5 per cent, new plantij.
of 1939-40 were such as to exclude the great majority of
smallholders from the benefits of this small concession (@t
pp. 179-82)."

Above all, we saw a fonner Economic Adviser to the Secreiait
of State to the Colonies, in his capacity as chairman of the LRR/(i
and leader ofthe Malayan delegation, giving his consent to complete
prohibition ofnew planting and to unlimited replanting, at a raeetig
of the Committee the agenda for which explicitly revealed the d§
astrous long-term effects for the smallholder of such a decidaii
(pp. 184-87)

WTien discussing local conditions the I1.R.R.C. also dis
appeared to move on uncertain ground, especially when sval-
holdings were under consideration. Thus, the leader of the NLL
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 a
uncouponed rubber relative to coupon values and this wouli
stimulate tapping, as was indeed amply proved in 1937 and agn
in 1941, This unfamiharity with matters in the East also led t(
Committee repeatedly to assert on important occasions that outpit
was unrestricted when smallholders’ coupons were worth one-ha!
of the market price of rubber. Ignorance of local condidons wa
also partly responsible for the frequent and fallacious asserdon
that the high prices of export rights were responsible for rut
unemployment during periods of 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 QM3l 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. the officm of Uie Rubber Resear
InslKuie of*  aya were no. only ignorant of the problems ofihe emailholder but aclua
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mwrs absolved the estate representatives from respon-
decisions taken, and also acted as a protecQve screen,
the smallholders would have been less
w®""|rTJated if the whole machinery had been adminUtered
iNuitably without the semblance of official control
responsibility for equitable management clearly placed

Alitylor 'n

"*'a frrfurther specific controversial issues need be dealt with
1 flv  The British and Dutch Governments and the Gom-

m w e freauendy been blamed in America for the maintenance
ton Ster the outbreak of war. Much of this criticism

ATadvised Until the summer of 1940 the demand for rubber

Senvar conditions was uncertain and the withdrawal ofregu ation

id have caused much dislocation in the producmg territones.

1, would also have resulted in a considerable faU in

Khange receipts ofthe sterling area. Nor did tlie

ajttorities seem at all anxious to build up considerable ra”e

teksofrahber until after the German attack m the W «t m May

190, During the second half of 1940, however the

mght widi advantage have released more rubber,

ibout mid-1941 onwards restnction could have been saey

1?

e Nafter Pearl Harbour the U.S.A. found itself stort of
libber the Committee was held responsible for the scarcity a
igain became the target of frequent attacks. Most ot ~ese weie
kgelv unfounded ; by early 1942 America had accumulated a
«r," large stock of natural rubber, far in exccss of previous records,
«d 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 gqiiMniy
flikcificd in that agreement had also been bought for shipment bctore
mfcend of 1941. The Committee was, however, mistaken m i
hquciit references to full production during the first nine mom
»f1941.
Itis difficult to see why, except for vague appeals toproducers,

‘Tilt memlKra of the 1.R.R.C. %vere appoinlwl to represent n
of ; ™v.rthelg, i. »as fully xpc™ d th”~ th™
would act aa spokesmen for their constiUieiits ui of

°f unallcr producing territories (in boih of which sm<intati%es of largf
consisted, however, of only one member cach, both representatnes






labour and technique

CHAPTER 15

PLANTATION LABOUR

prom the earliest days of the rubber industry the inost impor-
r tantproducing territories depended on imimgrant labour. The
Les of Ceylon, Malaya and Sumatra were worked largely by
Mian and Javanese labour {with Chmese labour for speciJ
jundses in Malaya), while some native districts in Sumatra and
C , aswell as many estates in French Indo-China, employed
mgant labour. Indeed, the comparatively easy access to the
3 e labour supplies of India, Java and China was an ™POrtan
,tor in die establishment of the plantation mdustry in Sou h-east
to. The rubber industry was probably more successful th.
nuet other forms of tropical agriculture or mining m deahng wi
Especial conditions created by this situation ; ** f f =
Ipbfems of immigrant labour still dominated the laboui p
inlie 1930’s.’ j n
Malaya will be dealt with fii-st and in greatest detail. Uu g
iteyears 1929-33 the annual Malayan-estate production apprroa-
aitely equalled the estate output of 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 Malaya the labour situation was
“tber industry, which accounted for over 90 per cen. o
Employment, while in the N.E.l. and Ceylon the proporuon was
“wHifth or less.
« Atdieend of 1929 tliere were, according to the
ftistics, 258,000 labourers employed on estates m *“
Altlements and the Federated Malay States. ? i
®,000 Indians, 42,000 Chinese. 6,000 Javanese and 5~00 other”
and Javanese estate workers were thus few. The M ays
generally reluctant to accept regular ‘"e"g* *
~"letinics Malays counted as members of the estate p P

‘ The baai, or these Bgures (which are subject to considerable limitation) is
in Statiilical Appendix I11. 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 of the Javanese estate workers were jj,
generally the same as those of Indians.

For various reasons the official figures of the Chinese csiat
population considerably understate the number of Chinese csM
labourers, and furnish a very inadequate idea of Chinese enpm
ment and interest in the Malayan rubber industry, AccotdiS
to tlie statistics of the Labour Department, Chinese estate laboura
numbered 64,000 at the end of 1931. But according to the 191
Malayan census the total number of Chinese gainfully enploynl
in‘rubber cultivation in all capacities totalled some 182,000, whi
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 of 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 en
ployed contractors who were small Chinese capitalists, or specialll
stalled workCTs who, with a gang of 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« ““ "lane, with U.. ihougb
otatc. The dicinction htre i, "otl
N . . . -
under%rvminaﬁaw for rwrear?,amexrj;d"“”ruor r btetvrveen a contract worker. Iigl*
confined to civil Jaw. From iluj u ® iabourcr whose liability
tapper* paid by rcsulu; for insta.ic/'rwl include iii Maiaya
paid by results {by ihe amount of lat« employed on .sinallholciiiigs
and the piece rate as the contract rate
uicd lo refer to the fact that in Malan ~ Ihe term contract labotirer"
agreements and arc supposed to be on -i on verbal moiithiT
leave they usually abscond. . ‘ ® <"y fact, when they wish »

In this study wherever the term U used L] ) o
~cd, ,u meaning will be dearly indicaied.]



.j .lv to Indians and Javanese, and with the exception of
rtilion 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,

int o r s the Chinese workers were on the whole
iSy"elf-reliant and less in need of protection and guidance than

“'ktese' agerwere usuaUy appreciably higher than those of
! as the Chinese worker is generally speaking stronger more
m S ;nd more careful than the Tamil 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-tinrd of the wages
((Indian labourers. The earnings of Chinese m Malaya h”e
Buctuated widely, generally with the prosperity of the rubter
fidtin industries and to a lesser extent with the pnee of nee. The
Chiree worker has definitely a profit-sharing outlook even i
«ge-earning. He is prepared to work for food and lodpng and
ptrheps 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-
tidis ranged from 80 cents to 1.50 dollars. On rubber estatn
Ity earned around 85-90 cents. Payment of Clunese estate
“orkers was always by results. ,
Indian labourers were more docile and reliable, an w
audly 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,
Pemploy 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 Malays were negligible. OnChmese-o
le>I>aties the figures were 1-2 Indians and 9-1 Chinese per IOU
tres.i
Indian labour was first introduced into Malaya on any scae

‘ftwi 6gura fairly raUobk, and llw criucisms of ih*' Cliine* einplo)™n>
p. 213) do not apply.



in the 1880’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 ab®
the large-scale extension, ofindentured labour could not be tolcratd
as in practice, especially in the early days, it often resulted invm
bad labour conditions. On the other hand few employers wo!
prepared to incur the heavy expenses of recruiting workers froa
India if there was the chance of losing their services in a few dhii'
time should a neighbouring estate offer slightly higher wages. Tie
sensible solution was devised of financing immigration through i
central ftmd, the statutory Indian Immigration Fund, managed b
tiic Indian Immigration Committee, which consisted originally
four inembere, two government officials and two employers’ repre-
sentatives.  Such expenses as were incurred by individual emplovin
m recruiUng labour were reimbursed from the Fund, whose reveau
was derived from quarterly assessments on employers of more thei
ten Indian labourers, with rates varying in accordance with in
expected needs of the Fund. Established in 1907, it proved ii
iminediate success ; indentured labour had disappeared by 1914
As the duties of the Indian Immigration Coninihtee wen
onginally envisaged as purely administrative—the management o
me iund fed from employers’ contributions—there was no gwm
tor 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 10
Ivine h **= Committee which shall, for the tin
teing. be notified by the High Commissioner in the Gazette to b
roH, Hc¢ I™™gration Committee The 1923 F.M.S. Laboii

SLtin® as ‘the Immigration Commitie
Sed OH r f Enactment, or hereaft
b ftt i,, ,hc Gasette 1
Uie H ii r" Cotnmittee It authorisetl, howevei
the constifiitinn rf lU o Hcither its tasks n(.
steadily. Thus by 1928 the Cnm membership expand

was generaUy sixteen : the Comrolk-r and rorir, M s
Labour, three other officials (at least t,vo of theL~'we”™ hlds |
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~oloving Indian labour on a large scale), nine
~ ofvarious employers’ organisations and two Indians,

exception of the slump years, the annual movement
A.t"een India and Malaya was considerable frotn the
fit century down to 1939. The migrants were South
thtginning ot t Presidency, almost entirely Tamils,

f " td Malanato, either going to worK, mainly on Ma ayan

SrX tes orreturning to South India on an occasional visit
Sberesi passengers on steamers plying
JdirrSouth India and Malaya. The deck passengers proceeding

India to Malaya were either assisted or unassisted ,

s CM their own passages while those of the former were
1 **e Indian ImmigraUon Fund. Unassisted deck passenger,
Crindld clerks, petty traders and artisans, as well as labourers ,
S e 1930 some 50-70 per cent, of tl.e unassisted deck passengers
It 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
10lie Indian Emigration Act of 1922, and to the rules and refla-
tias issued under it by the Indian authorities. Ihe assistea
migrant traffic passed through camps at Madras and Negapatam,
sliich were in charge of the Malayan Labour Department and
inspected by ofBcials of the Madras Government.

As well as paying the passages of all assisted labourers and ot
ikiir dependants from Sonth India, the Indian Immigration Fund
wes also responsible for the return fares of Indian labourers no
longer fit for work. Before 1930 there was no provision for the
itram passages of able-bodied unemployed labourers. As
year until 1930 tens of thousands of workmen' were assisted to
afc employment in Malaya, and work was always availaDle
rtody conceived a state of affairs wnere 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 intermittently without being able to earn a
"m‘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 of 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 of such a contingency, created great difficulties aiw
1929.

The labour situation on smallholdings need be discussed cek
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 « tf
rate varied inversely with the productivity of the holdings, ad
poorer-yielding properties had to pay higher rates than betlel
holdings as otlierwise they were unable to retain their labourcis
As on estates, the piecc rates generally fluctuated with the pria
ofrubber and with the general prosperity of the industr>". Eaming
of outside labourers on smallholdings were usually of the smi
order as those of estate workers.

The pressure of the Indian authorities, the prosperity of t
rubber industry, especiaUy in the mid-1920’s, the high administradv
standards in Malaya, all contributed to the rapid improvement ii
labour conditions in the years before the depression. By the laf
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 |
Folonged negouations between the Indian and M alayan authoritie

limw f . _provided that the India
Immyation Committee could determine standard rates of was
abouren " th "5 able-bodied India
twisLd m' ™ krai sanction for these ratei
Iﬁr‘gsccrr! ésstlc)ahtljarg-rafes off wages’. I,I,mwégrz%ﬂgnpa%/?nnéwltoeﬁ«

das Probl™ Arbeit bciiujic S Sich
Weltkaulukyhnark Us. naoen, Juda: n— <
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c,d by the Indian Immigration Commttee
AT he actual rates were prescribed by he
rommittee only after the consent of the
w ,, obtained. They came into force m
40 cents for

*,.tandard

Mian authonucs had

N at 1928 (&
cirr ot \

12 dollars a year, as weU ~
.tum passage to India once every three

®,,rsome reason which
Irc minima had

&ric«’. These

ciSdangor (50 and 40 cents)
tog and

treworking of economic

te operative throughout Malaya™ The
l0d the F.M.S. Railways paid

kencc was issued unless the emp

B/the end of 1929, rates of 50 «n
lit country, though there were in i
tmtes being fixed at such levels as to ren
ofaverage efficiency to earn the nu™\
tfforis made to ensure that the
dsima it is difficult to see why the whole o®
cowcred by the statutory wage regu a ’ n
nost effective factor ensuring the genera P planters’
raimma throughout the country was e p ~Mgmbers to pay
taciation of MaI?/a, which “"Jeeld.'

Yo, S LPCBM MISMAAIO RSN WM S8R il a hin A »

worked some 5J-6i hours
»m to 12 noon or 12.30 p.m. In 192
shortened to concentrate tapping into tn y
tappers’ hours were often even shorter.
While there were elements of instabihty “
*Mmbcriiip ot Uic Planter’ Association of
in IW9 o tjL ov.r 1,200,000 .crc : to «
,»d ov.r 50 per cc«l. of U.. European-own”
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conditions of South Indian estate labour in Malaya 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, of course, far better than *
South India. Although data on earnings of agricultural "
in South India are inadequate, an estimate of the cxceL or rid
wages of estate labour in Malaya over those of agricultural w™
in South India of at least 75-100 per cent., appears conscrvaiT
and this was for much shorter hours and lighter work. The 19»
Annual Report of the Madras Department of Labour on the Worlin,
of the Emigration Act of 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- ‘li
« estimated that the real wages earned by Indian labourers ii,
Ceylon are approximately 100 per cent, higher than their camioB |
foo'?; ” South India.* Wages in Malaya 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, whileiil:
South India payment in rice and arbitraiy deductions by tad-1
owners were still common. Perhaps most serious was the frequent |
lacls 01 keedom of many agricultural labourers. The Wliitley I
Comrmssion found that in 1929 certain forms of bond service,

“ M B
Madras * The thousands of South Indian gjmigranln‘
seekmg work in Malaya had good reasons for their choice

Thentabk on'nf @2/~ '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 “**T almost halved betwce.
norstrictVeolaSe

The actual decline was fully Srper andth'"*

between Au”st 1930 an!Jufy .9?2~'1 1 f

r.lhrr

* mki/m!'m a Vuil u ilahya, mdebLt ?2'm " *eg" in

*CS. StatisticaJ Appendix HI. “ (193]) pp. 14-15.
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| oﬁ Hatmré?s I§.mp|q/y,eﬂ at theaetd of each year on Estates in the

(Thousands)
Indians Chimst ~ Javanui  Others Total
| , 205 i
» « m . . 154 42 5 4 205
i o 1 2
Ry o & " 1 3 3 5 45
B+~ 11 39 3 7 160

t numbers employed on smallholdings. It is well known that
it number of outside tappere employed on smalllioldmgs wjs
ISy reduced during the depression, and many owners who
ed 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 of rubber in Singapore was around 38
cru per Ib. By April 1930 it had fallen to 24 cents, and by
Stpimber to 12 cents. From the spring of 1930 wages began
lobe reduced outside key districts,and resolutions were passed by
raious district planters’ associations for the reduction of wages m
kyareas. There were also demands for the repeal of the minimum
»jge legislation. As the rubber market went from bad to worse
pressurefor the reduction of wages increased, and following formal
itquests by the Planters’ Association of Malaya, m July Uie indian
immigration Committee decreed a 20 per cent, reducuon in
mininum wages to take effect in October. It was announce
mbehalf of the Planters’ Association of Malaya and the agency
tomes that they w'ould not object to a restoration of the mimraa
6>previous levels when market conditions returned to normal,
»kich was explicitly interpreted as a Singapore pnce of 25 cents.
About the middle of August a mass dismissal of estate labour
place. In the F.M.S. alone the employed Indiaa esiate
populaliou fell from 171,000 at the end ofJune to- 134,000 at the
tndof December. Every week thousands of unemployed labourers
">deged the offices of the Labour Departrnent, which was entirely
®P»pared for such a contingency. Assisted immigration from
Wia had been suspended at the end ofJuly, and between August
tlie end of December some 67,000 South Indians, racludmg
1,000 minors, were repatriated through the Labour Deparlincnt.
repatriates were almost all workers who would have been
to remain in Malaya if work had been available at



40 cents a day.* As the slump progressed an increasing nurbcf
of the Indians repatriated were workers unable to maintain them
selves and their dependants on their greatly reduced earnina
especially as the issue of free rice, tea and milk-foods to depcnda”™
of estate labourers, frequent in 1929, was 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 lJifternoon. This proposal ditea
involved hardship to the workers. Under Malayan conditions ij
was unreasonable to ask them to work for eight or nine hous
witljout a long break. If on the other hand they returned lo
their homes at noon or 1 p.m., and turned out again for work Idj
the afternoon, their spare time would be curtailed, particularly i i
as often happened, the actual field in which they worked wes a
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 anost®
certainly illegal. One section ofthe Labour Code provided thatno!
labourer should be bound to yoTk 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 of the Code, together wiui the ubviois
intention of the minimum wage legislation to assure a definitt
minimum standard for all workers, makes it fairly certain that te
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 of rubber fell to below 10
cents. Daily rates of wages outside key areas were being reduced,
and the practice of paying only three-quarters of the daily wage for
mormng work became more and more widespread until by thf
end of the year it was universal. InJuly the Controller of Labour
informed employers that no proceedings would be taken agarst
estates in key distncts paying only three-quarters of the minima for
morning work. Moreover, the authorities no longer insisted m

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 rcfussl

want of work, and ihe rot for various n f
C..oy, r 1530 ,,,, ,hc



, » fhc afternoon ; moreover, on many estates there was
work available, so that the tappers were not even
nnoortunity of earning a full day’s wage. Before the
ers comprised about one-half, or slightly more, of the
labour forcc, but %vith the great reduction and often

‘. of cultivation work the proportion of tappers m the

d considerably, and so did that of workers paid only
nuarters of the nominal daily wage.

‘S is a studied vagueness in the majority of the official
Jin publications of 1931-33 dealing with the latour situation,
SudiBR wages, earnings and the conditions of repatriation.
7oL ial reports are quite misleading; for instance, the
W Heliirls of the Colonial Secretary, S.S., for 1931 and 1932
,.t«l that the minimum wage for Indian estate labourers rcrnained
ad0cents, without mentioning that the minima were not enforced,
-+dthat bv 1932 not even three-quarters of the minimum rates
litre being'paid ; the same was also impUed in the Annual Reports
lot these years of the Controller of Labour, S.S. The principl
txoeptions are the Annual Reports for the early i930’s of the British
Residert, Selangor, and the Annual Reporfs of the Agent of the
Government of India/ which generally presented a reliable picture
d prevailing conditions.
| After assisted immigration was suspended in August 1930 estate
rlabourers who were unable to find employment at standard rates
;ad who applied for repatriation were repatriated free of cost
utilJanuary 1931. As a result of this liberal repatriation policy

of the suspension of assisted immigration from India, the
labour supply of Malaya was shrinking rapidly, and in spite of the
depression there was some concern over the long-period conse-
| qwnees.  Pressure was brouglit to bear on the acting Controller

I rf Labour to suspend the repatriation of unemployed South
Indisrs, and in January 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,

[Fe circular was withdrawn after energetic representations by the

W of the Indian Government and the stream of repatrialon
promptly resumed. Workers unable to find regular employ-

at tliree-quarters of the standard wage and seeking repatriation

e*

appointed by the Government orindia to watch cn-cr the

of Tiidijins in Malaya.



were generally given free passages. Repatriation was not wsu!
granted, however, when work was available at three-quarters |
the minimum wage, though many worlcers found it difficult
support dependants at these rates”® During 1931 some 5Gol
labourers (41,000 adults and 15,000 minors) were repatriated am
another 45,000 left paying their own passages, while only 20@)
imassisted immigrants arrived.

The policy of free repatriation of 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 fam
of public assistance and the impossibility of settling the labourers m
the land, repatriation was the best policy. The hardships unde-\
gone by the Indian unemployed who were repatriated were certaiolyi
not nearly so acute as those of the Chinese to whom free repatriaiion :
was extended only belatedly, or those of the unemployed Mim
clerks who were not repatriated eitlier, and for ~vhom that woud
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 aes. |
For workers with dependants the foil in earnings was substantially’
greater than the reduction in wages, as with the suspension df
cultivation work most of the depemgantsardst Idgteitnemplaypem:
and swelled the ranks of the ‘unemployed dependants (o
working reladves) of the official classification. During die opening
monUis of 1932 wages were fairly stable, but the wave of cuts ati
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. -Ke 1932 Annual Report of the Indian Agent gives it

summa” of wag” on a number of estates whicli he visited («
Table 11, page 229).

i around 30 cents, so that ikt
ruling b-fo 21014 as much as 40 percent. lich.w thi«

it would am n t, N Al™oagh

airsolX th- financially stronger es.al»
Bald somew>?1at ngner wages, the wages shown %)ythe Indian Agert

ihc ipring of StoSe
AaKxnaiion of MaJaya : ‘ The rat« of wssem Comnutice of the PianK”



Table Il

f hiian Estate Labourm on certain Malayan Estates,
of Soullt Janmrj-M ay 1932
(Straits cents)
Pull day Morning work only
40 Three-quarters of the rate for the full day
< . « » >
D
2%

rfceived by many workers. Payment of less than 20 cents,

for morning work only, was rare, though not sufficiently so
tSbVth?ev“ t now to be described it must be terne
i.Jd tLt when the original minimum wages were negouated
fc London price of rubber was around U. per Ib agamst I|rf
ijthe spring of 1932, that the cost of living Indian labourers
W falen by about 50 per cent, since 1928 and by about 35 40
RCcent, since the end of 1929, and that a complete colla™pse of the
Jrbber industry and of Malayan economy was widely teared.
Theprocedure Was nevertheless somewhat unorthodox.

Theevents can best be summarised in the words ofthe Controller
ofLabour himself, who reviewed them in an address to the Council
rfthe Planters’ Association of Malaya in June 1933 i ‘In April
19 tlie process of reducing costs tended outside certam key areas
D bring about what neitlier you nor | would regard as reasonable
wae conditions. | came before you then and got from you the
wianimous declaration that starv'ation wages should not be tolerated
®ihe Peninsula.  You agreed to leave the fixation of 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

R.G A Autpirt. 1933



Malaya) had a clear majorily, had become not onlv a [ ]
fixing body, but also an arbitrator to whose ii.H™
ControUer of Labour submitted himself in advance 4il
Immigration Committee f7*
and 6-00 dollars a month for men and women respectively) clL;?,
vjsuA ed dady wages 0f30 and 25 cents wth a monthly emp
of 24 working days. As the aim was the fixing of sus“2 "
earmngs the wage should have been paid even when the lab."
was engaged on mormng work only. It emerged from subseou™
statements by the Controller of Labour and by others ta w
majonty of employers mterpreted the award as referring to wa®i
payable for a full day, and were not prepared to pay ioreZ
g}la_t%rc! [)y {He ;rndian Agent in his 1932 rep%nrll),/" a‘nrglgtwhgsr %@pllléig}(
shows that many Indian workers were paid even less than thrtfr

slITand mIT .- mat* rs had*“
cent fL mo r labourers were paid around 2-26

N
\-/rvgree stui instancg% of labourers being paid 20 cents on?ya¥6rbrtrj%%

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
PuLl zZ Z tz u f o~ “8-ement widi he

Committee was come to in £ ~ 932 .
October of thaf fu action was taken up to

ditions govemine fi-p ° ) notice of the worker the Qli-
ns govermng fi-ee repatnation, because the numbers offering

the Indian Immigration Com SS?dSi* ** ‘A 'reret to have Mslalt liiu
the subditcnce rata for . f,il rf 8 followed. Some employen
or one-third. | bonght 51« e >
felt eotivinced that any imi.tence Controller of Labour, but
jodioal to He best interest of the 1, 1,00 s 1 o smmmx would be must p
di.™»ab of worken ,ho eoud no. iS.T * o f™ My
augme, tito,, of the already h«w i,t r “ i'xlu.trie, here, and ii. U«
r »f »
=l mut CiSiT “ w v laluurers velt

«f f>+iiig Jtaiidard wga

in elected di.tncu, and allowing
=™ Pt in raisins the level

ofwage, n, the re,t of Malaya,
protaged ~ump, A  Uic Nation ol'an irjedudfc
of Miilaya » im urgent desideratum .’

mem of lodu Malaya, p. 9.

n.Inun.in. for the whole
‘832 of the Agent ofdie Govenf



o] bIS that it was highly undesirable still further
Jelves were s workers should not

I,increase then™  of the conditions of free repatriation as there
kx> “tT eSning those who would have availed themselves
The situation is not easy to assess.  on occasioi«
to contradict himself: In a small

toureS have declined repatriation even where

L “ come up to the desired level, but it can be taken
Hthat it was widely known throughout Malaya that
ionwas available for those who did not receive a subsistence

®
j(ttefacil<y-

""There were however, many instances throughout the slump,
™ ja the summer of 1932, of workers being o~ red 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 of the refusal
; tbaccept repatriation were tlie loss of ties with the wor™ r ,hour
; flage or the reluctance to return witliout savm”. The LaWur
DeAtmcent was thus on occasions faced with the

ihei estates were unable to pay subsistence wages, ™ Il p Vimimpr<i
a not wish to be repatriated. The number of Indian labours
mcpatriated 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’“ ™ 50755 cents ;
Wrlers (men) to be considered the mode : end-19--
tnd-1930. 40 cents; end-1931, 25-30 cents; mld 1.)3.,
"nts; cnd-1932, 25-28 cents.

In’ 1933. with the re- opening of smallhofdmgs and of estates
pteviously closed, the demand for labour
Imc ur July estates not paying 30 cents found it difficu
*Arworkeis. There Was much movement oflabour in th

1933 and this led to the familiar outcry against n

end of 1933 estate wages were generally 30-35 cents or

only, while employment for dependants was m.ii.

' 7i.C.j4. Bulletin, ibid. m\is
* Imm | Rfl.or( for 1932 oF tfi- Coiilrciller *t I-'buur. =



available. By the autumn, share-tappers on smallholdlnml
quently earned 50-60 cents.

In his address to the Planters’ Association of Malayai i,
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 noe
easily to control and regulate wages in the dire emergency iha
existed. From the employer’s point of view it is essential to hae
equal wage conditions in key and non-key areas, and this m«
be a cardinal plank in any labour policy.” Secondly, he frankir
admitted that at times of stress, discussions with the Planters'
Association of Malaya took the place of the Labour Code as te
guichng factor m labour policy : ‘In critical times the guidance
of the law 1s never wholly adequate. Extra-legal action is called
tor, and m such circumstances no controller of labour is able @
impose his vhll unless he has the support—the willing, actie

T'jf Planters’ Association of Malaya.’.
I Chinese estate workers was even mm
pectacniar than that of Indian wages. Starting from the much

were f (Indian wlga
bv th Hf declined to about 50-60 ciiB
thoe fTH “'most

wasllL “fT“* M oreo v e r, unemployment
There was’am X~ Y~fterJune when tin restriction was introduced.
ChinLrwa«?w"" ‘AN, and for most of the year
Indian workers Woximately the same level as those of
workers ar”enflni, /- ° many instances of Chinese
a day in cash. Unem | *“dging with perhaps 5 eenC
will be remembered I the Chinese (to whom, ii

continued to be severe*N’! To't'T?

and by the end ofthe year Chine came in 1933,
earned- about 50 een« a ™

Chinese for Indian labour on est«« h,

a smaller scale than could have been but this was on
severe fall in Chinese wages “he 7

cr i

replacement of Indian by GRIRESE [ABBHr was, howevi9Ginays
H.C.A. DulUHn, ibid.



I"und and enhanced the difficulties of the ControUer

"4eb’»ckgroun [ ] demands for wage cuts. The

was also severely restricted from August
Mgrauon oi organised assisted immigration of
#0. There

restriction was simply a drastic
tS u X to on the number of adult males who were allowed

tenter the obvious importance in view of their
to t The standards of Hfe of tens of thousands of labourers
‘NTtheir effect on the cost of production, mention must also
:f,, d* salary reductions. The salaries of estate managei.
L aitants were reduced usually by about 30-45 per cent. ; on
letancially weaker estates the reductions were even greater.
1. addition, there was also a total loss of cominission (percentages
« profits). Moreover, the acreage “"Se
TOon the average doubled between the end of 1929 and the
Komer of 1932. After the slump rather more *an one-hall ol
ircialary reductions were restored and commissions reappeared.
llwas, however,.realised that before 1930 staffs and salanes had
Sn excessive, and the staff reductions effected dunng the slump
\BCreversed to a minor extent only.

During the second half of 1933 the improvement in the price
Grabber, together with the imminence of restriction, led estates
Iflreplenish their greatly reduced labour forces. It seems para ox
ird that the prospect of reduced output should have resulted in
* liigher level of estate employment. The explanatKIft®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
wllivMion. Once regulation was in operation employment varied
miintdy, though not proportionately, with output.

In October 1933 the Controller of Labour and the chairman

Planters- Association of Malaya left for India to discuss with
™|ndian Government the conditions under which assisted mi~a-
‘® could be resumed. Early in 1934 the Indian authorities

to the resumption of assisted emigration to Malaya on a

scale. Not more than 20,000 would-be workera and their
~ndants could be given assisted passages dunng /
‘ytem of bearer-letters to be obtained by immigrants was devise



to ensure that both the numbers and the class of emigrants wad
bein 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 bouii
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 of thousands of applicants, sorein
possession of genuine bearer-letters, others with forged documents,
and yet others with none at all.

Even allowing for the further deterioration of economic ooy
ditions in South India, it is remarkable that after the terrible exj
pcrience of the slump and the starvation wages of 1931-32, whic]
were well known in Madras, so many thousands should aginj
have been anxious to return to Malaya at the first opportunity.*
The at”™action of Malaya surprised both the Indian and Malayan |
authorities and was undoubtedly a significant pointer to the ext|
omic and social conditions in die recruiting districts of the Preal
dency.* In addition to the applicants presenting themselves &
the depots there were thousands of others wiio wished to emigrate,
but did not proceed to the camps, as they were not in possesioB
of the bearer-letters which they understood to be a nooessa”™
qualification for assisted passages. Throughout 1934 estate
labourers in Malaya were bombarded with requests by relative
and co-viUagers for bearer-letters. Many fewer workers than hed
been expected (actually only a few thousand) returned from Malayaj
toJndia for a hoUday in 1934. The experience of 1934 and df,
subsequent years revealed that a large proportion-about one-half*
accordmg to the estimates of the Labour Department-of Indian
Ktate workers m Malaya had ceased to consider India as th®
honre and had come to regard Malaya as a permanent domicile.

A feature of the 1934 agreement between the Indian and tht

dwiv” “uf in ..d Clrylo. M

liroag and conlinumg cmigraUon flow L, toS , ® e
suWnoicc lcvd. . ., Emigration Im

ofthe Fraidmcy during the la«i dccadc n Popular

and il is one of i>c problmu or SouUi India | | a t S o n 'r§
to dimini.h ' (pp. 45 47). According (o 2

di» acr a «ro,g induccnt oCi'.rtd 27~ "' "*“ p’
con?lrmed theae observatjom 9 emigratioh. The expericnc* of
-



critics was the formal recognition by the latter of
jilyan , .jit to free repatriation when no worli could
““#f? rSm at a reasonable wage. No definition of a reason-
<feaadfw*“'** ; its interpretation depended
4” iSian authorities, who were guided, among other
on th opinion of the Indian Agent m Malaya,
~deratiom, 35_40 cente
, work only The standard rates in key areas conUnued
ffr men (47 cents in less accessible distncts) ; estate
‘tmen occasionally advocated the payment of 30
A mins work (three-quarters of tlie standard rate), but the
btoSet was sufficiently firm to defeat such proposals.

Ththe spring of 1934 some hurried new planting took place
L,anticipation of the expected prohibition. This actmty,

-th tlie clearing up and re-opemng of some estates, “
Utmporarv shortage of Chinese labour. The stnnpnt control
-aChinese'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 ofthe likelihood that the shortage would be only temporary,
4: authorities wisely refused a substanUal increase in the immigra-
mgaota. Chinese estate wages, or rather earnings, rose shghtly
joaround 50-65 cents by the end of the year."

During the year the fusion of tlie Planters’ Association of Malaya
isdseveral minor planters’ associations resulted in the formation
‘Ithe United Planting Association of Malaya. This body was
emmore powerful than its predecessor and united the employers
Kvirtually all Indian estate labour and of an appreciable, though
«fluaiericallyunascertainable, proportion of Chinese workers.

Rubber estate employment from 1934 to 1940 is summarised
- die table on page 236.

After 1933 the Registrar-General of Stadsdcs continued and

the scries, begun in 1933 for the F.M.S., of employment

lrace 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 of employed

on European estates were Indians. Conversely, over

P« cent, of Indian estate labourers were on European-owned

1934 Chinese wag« were again consistently abo™c iho« of_Indian csmc

ill the saroe direcUon but within much wider hmits ihan the
ladian workers.



230 THE RUBBER INDUSTRY
Tabte Il
woTkm Employed at the end on Malayan Rubber

(Thousatids)
1934 1935 1936 1937 1938 [939

South Indians 379 175 184 236 209 214
Chinese 86 62 65 7 61 7
Javanese 12 9 10 13 9 lo)
Others 25 18 18 23 17 ~3

Tolal . 302 264 277 349 296 34

Mal2yan labour statistics improved considerably after 1933 ; in particular, t..
ojvering ihc whole of Malaya were issued by the Labour Depariment, and ri®
estate employment came to be sho\\Ti separately after 1934. The table above
cmplo>Tneni on rubber estates of 100 acres or more in die whole of Mal.iya; Talii
l?‘ 225 gbove‘ refers to emplo~Tnent on estates employing ten or inore workenisa

:S. and F.M.S.

estates. Substitution of Chinese for Indian labour, though md
discussed, did not take place on any significant scalc. chine»
owned properties continued to be worked almost entirely ntl
Chinese labour.

The reduced level of production in 1935 and the prohibitione
new planting adversely affected estate employment. To preva
the emergence of unemployment, the Labour Department getk
restricted the number of assisted passages, which were dfintdy
confined to former estate labourers and to close rchilivcs of India
working in Malaya. There was, however, a substantial
of unassisted passengers many of wliom were labourers, ad te
resulted in some unemployment which was reflected in an increa
in the number of non-working dependants. At the end of
South Indians in all places of employment (including Goxminc™
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 H«
absorbed in employment and swelled the number of uieroplo)*
dependants. Wages declined slightly during the year, ad

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 ‘wat *
a vacancy. The liberal repatriation policy was attacked in m
on the grounds that it led to abuses by some people who suooesd™
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 of 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
ire 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
ressons. It was suggested that if need arose Malaya could easily
obtain from China and Java all the labour she required. The
comparatively favourable conditions of the Indian labourer in
Malaya against Madras were also stressed, “While 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 of 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,
Jhe 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
wes restricted and the price of 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
Dae remunerative |han it had been in July 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 fomi of ihc report was rel.iincd in subse<irent
cn the i-elauve condiiions of Malaya and Madras. Ibe 1936 "~ /"

out thal much of die Madras cnUcijm of free rimgraUon miadat
and reproduced a lc-ttcr from a Madras pap<r in wiuch an
that ihe purchase of workers togedier with the land imdieU had

as the labourer co.tid escape to Malaya. The state oi affairs impl.eU
noted in 1931 by tlie Royal Commissioa on Labour Jn liiHia.
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rubber boom during the winter of 1936-37 f.n
of high releases a stringency developed in the labZ*» " *
ndinn wages were raised to 45 eents in January 1937
50 cents m April, by which time rubber was over b u
was almost double the price at which wages should h
restored to 50 cents. AU these changes refo tf2 11
paid throughout Malaya on the recommendation of the |
Planting Association; the standard wages in key area<
at 40 cents since 1930, losing all contLt w itS'™* A '*"'""® '
Chmese earmngs rosesharply to about 80 cent””n,, j 1|
the spring of 1937. WhilewMe fluctuations i~ ¢ C e e S
more unusual-indee®un”

in

Sre
prosDeritv nf ta \ P being given a fair share in tx
conceded. PPers demands were largely informally

e gig30'g Mk

thoslrreheT"e®i'920'rTe
the cost of limj

should be remembered i"
sented substantially better reaTw T f'. h “outt

m 1929. The inde-y nf ti, ®

John's Island quat,Unfsi?* Jam il food budgets onSt
<n the late 1920's (1914  inni™ * around 140130
price of rice continued low ‘N36-37. T
time that an unmarried Indian ratinialcd at it
one-tenth of his dailv labourer would spend only atat

labourer’s budL
semi-necessities by 1937 Aqll luxuries in 1928 had  bcfooie
recalculation of the oririuTI 7ene s mete m1105 suggested >
standard wages of 1999 on the basis of which te
unjustified, but it admitted im 7— request was inl
Mback of the slump the stand”rt

Malaya had improved substantinli u Indian labourer w
antially between 1928 and 1937.
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r, December 1936 and January 1937 the late Mr. Srinivasa
Indian Privy Councillor, visited Malaya on behalf of
Government ‘ to examine Indian labour conditions in

, rid tomake recommendations as to improvements desirable

Hhethcr assisted emigration should be permitted Mr. Sastri s

Hlisnerhaps the best and fairest concise account on the subject.
iSe crarfiasising the much higher standard of lixng of Indian

in Malaya,® Mr. Sastri proposed certain specific improve-

the case for most of which seemed strong. He suggested
~ltoration of standard wages to 50 cents, the abohaon of the
JItiKtion 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
ofrtertiited assisted emigration which, m spite of all precautions,
ns sdll conducive to abuses.

The most important single issue reviewed was that ot the con-
tiBetion or cessation of non-recruited assisted emigration, and on
ik question the contentions of the Malayan authorities were
Ugdy, though not wholly, supported. Mr. Sastn concluded
Mijiitcly in favour of 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
Medras.  His words may be quoted in full : * Where a man betore
\ all the facts have been placed as clearly as possible, elects
» forgo die advantage of living in his own place m order to obtain
certain other advantages in another place, | 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. | have described the general conditions which i
;feand 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 wages, vvnicn
« receive the close attention of the authorities m Malaya.

on hidian Labour Coruiitwns in Malaya, Delhi and Kaala
ji, “~provetncnis can be suggested and cfTcftcd, bat allowing for -
| 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 | 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 heisn

to bear the cost of 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 sandafi
rales) were raised to 50 cents soon after Mr. Sastri left
but the composition of the Indian Immigration Committee
left largely unchanged ; nor was the distinction abolished betwca'
key districts and the rest of the feountry. The under-payment ai
under-employment condemned by Mr. Sastri reappeared in j%8y
The aboUdon of recruited assisted emigration came about dracs
automatically through the severe curtaihnent of assisted immination
necessitated by the depression which set in towards the endrf
1937, and which was soon followed by a complete prohibition o
all forms of assisted emigration.

A few months after the publication ofthe Sastri report, Miayan
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 edca
tion to a point attamed nowhere in the East except in Japan . .,

inhabitants a sLiidard of liri®

Eastern territories.” » He rcfctid

&vn,rll * | “ ndi'ions in India. But while tk

rrberulL Malaya (and to a lesser extent ofti.eotki

DrtarVrr 1countries) were clearly and fairly set out, te
H

ClerTr« *as also emphasised. Sir Huold
conditions ‘m f ! maintaining or advancing sodd
products an | f ““‘mlure of the demand for primary
pJSthfo.f fluctuations of which rubber
labourers was often “ ample. As the repatriation of migran*
lost touch with their S°agB 'sL"h " ‘P

of snWstence farming for®estate S o u rtf
ore t e end of 1937 another slump had set in, lending topical



Harold Butler's remarks. The price of rubber was
w October, and though rates of release conttaued high

Hing ar substantial reductions were expected.
the end o immigration was sharply curtailed and
Jjtr No'Tmbe g ™ to workers returning from visits to

"X fl Jof 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' ime 30000 Indians (including minors) were repatnated

' 38 Unemployment was heavy among Chinese, and also
TdHens unA>iUINR to claim repatriation.

“938 Indian estate wages (men’s) were reduced by

n! to 45 cents The ControEer of Labour also announced

work, and an offer of 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 °on
«,, decisions was a 25 per cent, reduction m earmn” -f'ued fo |
bytlie United Planting Association of Malaya 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. Dema”s
T also put forward for a re-introduction of the paNrae
llitee-quarters of the daily wage to tappers. ,n nrr rent.

Nofurther measures were, however, taken after t P*rhiofiv
atinwages and the official consent to under-einp a) me
becase the Indian Government took drastic action, an
cemulting the Malayan authorities prohibited emigration as wm
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 of 1922 the control of the \
tonfined to tliese emigrants. The prohibition there o

» )
“lwould-be emigranls seeking assisted passages, as we <
‘u-hilc link was done to allcviiue dUtre® tftat
‘Aertakpn to relieve uuemployinenl- Sutnc ut tle deficit which
jF.M.S.) were unbalanced (or rather no efl--rt made to dicnuiat
emeiKiog), also with the definite idea of improving 33
M1 prove sufficicnl, ihese were great steps foiwrd suk Avork.
Outside key areas there were instances of part-paymont 11 AAe,,pluyni<-iU
Agentobtained an early withdrawal of the oflu'i*l tonse > sUUiutv

tlie remainder of the year there was a tendency to ultcr if:

miinber of days’ work 1



of 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 uj"
were not allowed to leave, as many had identification certifi*”
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 of 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 totk
agreements (embodied in unpublished official correspondencel i
iorce between the Indian and Malayan Governments. But wH
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 of Indian estate workers, without agrnii,
to an Indian request which was put forward at the time for pii,
discussion.

Aflier some months of mutual recrimination, a Malayan ddegi
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 of the saleJ

quor on estate, vernacular education of Indians, represcntaliD.

oflnS!t ™ legi-slative bodies, and the employme.l
Sentpmhf Agreement was not rcached by
2 anrfwf correspondence at the outbreak of the Europon
not Ufted and ” abeyance. The ban on emigration
passensers a i7* emigrants was restricted to unassistri
Sfevenrn,™ 7 *'mcam >038,
employers and of il “n undue readiness on the part*1
ofad ~ :sS, It of**
in earnings was imposed n P« cent.c«l
seriously pressed for, .Wr a f/ =0 P
wliich followed a period nf -a unfavourable pne»
was certain thattrp le n

firmly controlled.  Had %‘SFS Heen a danger of a Iong-penM%



f.h.. Malayan rubber industry, a general reductiori in

would have been unavoidable, as the Straits dollar,
nooy sterling, could not be devalued. This, however,

“"“pirald'the increasing Congress pressure both
Gover~iment and on the Central Government leti
® Malian authorities and planters to search for other potenfal
* r estate labour. Javanese were being increasingly em-
T rf nn estates,! and shortly before the Japanese war legislauon
W tittrpro~ding for the extension of the organisation of the
Sirim tSation Fund to cover Javanese workers. Vanous
Trf,0“X a system of subsidised passages) were bang un-
LA Lm i clvald for tlie organised immi~ation of agricultural
hta from South China. Estate managers found that the *rec
LVment of Chinese on piece-rates (as distmct from mdii™t
anoloLent through contractors) was more pracucable than had
to believed, and this was spreading. A few estates, chiefly m
ile northern Unfederated States, tried to employ more Malays, m
aeor two instances witli considerable success.
The high prices and large exports of the two years before the

outbieai of the Japanese war resulted in a gradual

bfan wages and earnings, and in a more rapid rise ” ~ i““*"
rniiugs. The general shortage of labour was enhanced b> tie
itquirements of replanting ; the 1940 Anrmal Report oUb<t ConMler
of Labour referred to the large though unspecified number o
»wkers employed on replanting operations in that

weges, which had remained at 45 cents since May 1938, were
mlored to 50 cents in October 1939, raised to 55 cents in January
194 and to 60 cents in April 1941. The last two increase were
Itfirst regarded as cost-of-living bonuses, but eventually as dennite
mge increases.  Standard wages in key areas still remained nomm-
‘Uyat 40 cents, and were tlius unchanged for eleven years un g
dlichactual wages ranged from 20 cents in 1932 to bOcen in . =m
Ckinese earnings rose firom around 55-65 cents at the ou r
“fttc war to over one dollar by the summer of 1941. Durmg 19«
state workers, principally Chinese, drifted in growing “
®allholdings where daily earnings of over one dollar by (~ese
lappers were frequent by the spring of 1941. When m the la®
»mmer the price of uncouponed rubber rose to levels not
9H« the 1920's, instances of record earnings of 2-3 dollar, a aa,

. This is not shown fully in the Malayan labour statiatiea wh<nr Javanese .ir-
“Md in *othe- .



were reported. Hie sustained iiigh level of the demand for |

was accompanied by considerable industrial unrest much rm
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 of trade unions and
establishment of machmery for voluntaiy arbitration was erectei
m 1940, too late to exercise any influence on the course Ofa,ﬁ'ns

*

In Java real wages had been low before the mid-1920's wl«
the rubber boom and the rising prosperity of the sugar indush
contnbuted to reheve economic conditions on the greatly o
populated island. During the sccond half of the 1920’s Javance,
hbourers earned about 60-80 guilder cents a day working on sup,*
mbbe or tea estates. This they could do while continuing tofa

Sek fa they themselves or membenof
rubter Tt * . “i
Tf 1931 the specially as after the s«
tow cric Java suffered both through vm
im~e In‘fANr *e Chadliou*
1Tz K (men) still earned 50 cm.
lo n “ 1720 cents. Accordi.|
had bv 19sVf ~  report ~wages in some overcrowded districts
Harold Butl ? ‘u of JO Si
worst affected db&Ls ety ™ges of 4-9 cents in te
sharply but noi in ®
cost™otliviTndex Tr™ ™ = ~he ofCci
averaged 51 in 7932 .
ofJava was fed Tinf i The crowded labour merket
missed labourers from rubber\nrl"“"”“" o
government departments and from various
labourers(indentured nni f N~ stream of rcturniiig
tappers from native holdin"Tr

é’ eIrTovrneeT%hle r- .
estate wages eclined nmnr East Coast of Sumatra)
and much less than in j~ Anncwhat less than in Malaya,

¢ Java from about 4547 guilder cents at tht

‘ Rtiml on Ecorimk Clg)tdmmln utfav.,h »

of Overseas Trade, BoakJ of Trade., Departroei®

M



. .mund 30-32 cents by the end of 1932. There were
ojci 0f1929 to a indentured workers, for first engagements
jifferciit rates »ere a number of arrangements

for f SidaVs and the issue ofrice. A decline of about
tdicale the order of magnitude of the reductron

c-third WOUW ily. The various measures by the
L T S e Outer Provinces to retain their labour forces
planBUois of th”o ~p~jn~tion charges and the expense of

t recruitment should conditions improve), such as free
t ““tforfoo T cultivation and the transfer of workers from
estates, could touch only the fringe ofthe problem,

dismissals took place almost without rnterruptron

m " S ircorl;iend the indenture system acted as

j mote rapidly than was prowded for bylaw  In «

o lhe slump the estates became anxious to

forees, whose indentures stipulated wages and

codd not be met after 1930, and efforts were s~cessfully made to

Uucc the labourers to break their contracts, m”e

tics insisted, however, on maintaining the workers ng

rtpatriation.  In 1937 another ordinance was issued to accelerate

further the disappearance of indentured laboui. AAnntfianres
The table on page 246 summarises tlie official

mestates in the Outer Provinces, and shows die

lolal estate employment, as well as the disintegration o

inden-

1934- and 1941 estate wages in the N*E.l. w-e largdy
able at the levels to which they had been «duced during the
slump; some of the stai-vation rates in centra an e

improved, but these did not greatly concern theru ]
Men's wages in the principal rubber-grownig djstricB o fja-i
‘onained at 18-20 guilder cents for a full day s wor » n

robber estate workers (men) were generally paid
nine-hour day. There were shght variations with ditteren
»fagreement, but these were of small N.E.I
“tegory rates remained stable until 1941. In (he
Wvernment made some attempts to improve estate .g -
~sion of 1937 put an end to these intentions. .\50e

—-



Tabte IV

Estate Employmmt in the Outer Provinces of the N.EI al U
each year, 1929-39 '

(Thousands)
Indentured  Umndentured  Totad
workers workers
3929 406
1930 . 353 11;: r
1931 203 479
. 156 359
1932 © s 209
1933 25 263
1934 210 235
1935 e 215 231
17 243 260
1936 io
258 277
1937
.30 309 339
1038 o
1939 , ;;3 332
The r 334
about o< employment, of which rubber

rubber and tobacco plantatiir® ucuime in employment was heaviest on the :

~ica | agriculture, notably

rf ™
~ °f Sumatra and Borneo share tapper.

from these levels, the Leat"‘m ~°“I" earmngs decline substantially

return toJava Bv 1932 . . . .
of 15-20 cents ™y “ ntinued to tap with daily earning!
in several of die o f f i c f a ? “
considerable reflux oflahnnr r ! Reports. In spite of the

Provinces to Java thousands 7 T districts of the Outer

ployed estate labourers or worke.”~''d,W sharc-tappers and uiiem

Department remained the rthh

wage-eamers under one or “-erowm g districts, either as
be found in the Out” P rops' nr wage systems to

«:lves acquired smaUholdinArTht * Who had them-
subjKt ®m ~hcie arc no precise data on tlis

importance duripg 1934-36 as A"iniliioldings was of minor
duty limited production to owfieftA *APEEfSh of the special export
was a sharp rise in smalJholder?’ families. Tlierc

introduction ofindividual restriclion”"Avw\ following the
’ increased prosperity,



I, higher output, led to the resumption of production

aid earnings of share tappers were
~ jt of 1937 and daily earnings of 60-80 guilder
nrted But until the outbreak of the Japanese wa®

T T the native output was derived from owner-tapped
4c bulk of

iings.

Ab

Vi

rt s:Lyt"rwiS

There IS also a larg labour

| The arrangements for
atbas an important source ot estate laDou g9Q_S0

hMalaya, where they refer almost entirely »
litarers  Moreover, when there was no

[re proximity and easy travel facilities to Sout n

~tumed
much movement of labour, and estate labourers reque =

10 South India for an amiual holiday;

therrfore, of smaller economic significance

ment between Malaya and South India. Emplo\c

workers on estates of ten acres or over numbered 5 ..00roxi-

of 1929 and, according to an official estimate, of | '

mately 100,000 were on rubber estates They

some 300.000 acres of the planted rubber area. The m V

estates and the hilly country explain the lower acreage pc

compared with Malaya. s . k Thrtia
eal 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 of housing and sanitation in

~ove-



psied with Malaya. Geylon thus had little difficulty :
from South India sufficient labour for all estati- r -«
mth the Government of India rr*.22"*"

This les-inl

ht~rtr

Negotiations
Wage Ordinance of 1927.
was some an.xiety tha

Minimum

India,s only. There
would be jeopardised by increased employment of S, ™
minimnnf ®

?

th,s turned out to be unfounded. tL

caine mto force early in 1929, were at different rates [0TUuT"’

m,d-coumry and the dailv r* ~

54 52 and 50 rupee cents rSpecx ~v With e

and chtldren. The cost of living at high

higher, and the work more strenLns f was somewhat

Ati-ation. These rates w"r “w erci r i Pfrticular difc
u

and were the rates actlllv

low-country estates

wo.te,

tamed more than the minimum rater in orff f
measure ofstabihty to the real waffe of il, i ~

had to issue, at a fixed orire 33 <I»! estates abo
month for each adult iriTlp “ % hel of rice per
for women, and five-eighthrfor'ae ‘h “1'a bushel
also an obUgation to ilT t r child. There was

@

for each non~workL'Sild of*

Widow! ° Thelfe was

six days- work a week, or wages“inXu ~ Th*" "

the minimum wages and the machinery for varying

i or woi

-elastic and the® p™ «d,rt len” h ™"

36-38 Aperinfs pe2iap m P*"*  of rubber around
difficulties. The fibber estates were alreaciv in
price steadily falling to la-12*

spring of 1930 there was con ,tn
Thecp ]

“ AP A 'be-. From the
the minimum wages. AnAANtation for a reduction in
planters m the tea estates were from ™tl>er

but their difliculties w ereT
by 5 a1 ?

P™PCi-ous than they had
wages were reduced
=> “omen and

chUdren; at the same time (I
was reduced

from 6.40 to 4.80 rupee ne. h
d«uges loft tie

pay cash but had the cost L dur, Th unminclfui of ihc

*“com.nueu.buy huU rice through his



available to the labourer after expenditure on rice
H this was regarded as an adjustment and not a cut m
“~change . 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
“A*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
‘r8r‘tipees per bushel. Wages on up-country estates were not
f j  The practice of paying only three-quarters of the minima
f mLng work made its appearance in 1931 and was spreading
tli! the beginning of 1932, when it was challenged in the courts
rie Indi®“Agent. It was finally declared illegal m Februarv-
192 The judgment resulted in a great outcry and in demands
L aboUrionrf minimum wage legislation. Le” than six days
workwas also being offered on many properties but t*s wa. tokrated
pnncipally to prevent the closure ol many of the smaiei esut,”™
The price of rubber fell sharply m February-March 1932 a»d
fa of tea in April, and heavy dismissals of labour
pimed by widespread agitation for the termination

«

rage regulation. These demands were refused and Pa’n~
hwd to be content with another formal apphcation m
iKluction in wages.  After much discussicm “gtmMT™ ™

ind after prolonged correspondence “vith the Indian au i

mimum rates were reduced, the rates for men

41,37 and 35 cents, with a reduced issue price ut ol

lliese rates did not come into force untd May

lime the position of both rubber and tea estates la i

subslantially and rates higher than the minimum » n

wiely paid. In November men’s minimum rates «ut =

«. 40 and 38 cents, the issue price of nee beinglet ,u P< -
Workers who between 1929 and 1933 "

fromtheir estates suffered only a comparativeK sm.

mter wages. It is, however, also evident that the surph

1* after paying for rice was in 1929 and 1930 much less th.in

in

@»le. Ncverthelesi, an incirasiiig number "™
»po.e, Irf, ,i,h nnsold nocks. This
""Ployers argued that il w:u contrary to the spirit of tic i
wage legisJauon that wliilc at the times f
bcavy losses on the rice they issued to thcr workm, tla buer
W their suppUrs from outside whenever marki't n
~ lie depression progressctl this dissiuiil'ui tuja iialuraH) .

k.a.ns



that of an Indian worker in Malaya. Generally it ann
ivhiie m normal times lhe Indian estate labourer in mT
noticeably better oH' than in Ceylon, tlie relative nn.;,
reversed between 1931 and 1933. This was due to lie
ance of the tea industry in Ceylon, assisted by a m iniLr.
legislation covenng the whole counUy, arid the iudidal H*
agj~st the payment of wages below the minima for moniintS
Ihe proximity and easy access to South India mav T
It was officially estimated that employJem «
rubber estates was roughly halved during the slumn fJ u
100,000to 50,000 estate laborer. ; total esfate f
from 540.000 at the end of 1929 to 430,000 at the end of~gaS"
Durmg 1934-41 the estate labour situation in Ceylon wu
characterised by a gradual return of money wages to the 1929 level
Ov Indo-CeWonL RoMcIfc 2
over the discrimmation against Indlans in Ceylo

only.
played a part.

o« A

cents irom the previous rates of 4fi dn 20

in X Cevroferaf preponderance o fli
not enjoy the sam ~ ~ market; wiliile the tea industry dd

1937, ilLgely SLneTI'r 'h' ™bhber estates i.

&1% 3s§éthtaor}§aﬁ1/i\n"iﬁ]0 T 93% ™ “ubber estates ofiered less tian

AgentpSeda~Z, ;h° L .
especially on the sm 1l e taxtias difficult to ehminate,
eMoyment atU "here in 1938 four day.

the labour force was Iarqgly'/‘sTtUed fd
would have inflicted mur I- closure of die estate
Suggesti®

fo~ tlie payment Jflrv ite~ ~'P
also recurred, but were succes,f,?n*
who was supported by some of th
In 1939 men’sm irim rr?

were raised to 47 and 43 cents"'AM°°
ofrice. This incr* se 4 3

which in turn represented the 192q7“ T
m the issue price ofrice from 6 4Uto Tfln th'=reduction

increase in the minima was airrf,.,! . ', J*Pees a bushel. Another
arly jn 1940, -when men’s rates

< ™ 0%
Indian Agent,
Pl ters.
‘°w-coiulry estates
Ae issue price
931 rales,



. J, mt B2 and 50 cents, which were the 1929 rates ; the
il w of ricc was still left unchanged at 4.80 rupees.
AN'Tvarious changes were generally effected in agreement «th
n luthorities. and assisted immigration was resumed after
* ft? and continued until 1939. The immigrants were prac-
returning estate workers and their relatives. Seno-.T
rlevelooed, however, over various discnminatory
A'Caiinrrindlan; in Ceylon. When in 1939 the Oyion
iCiment dismissed many Indian employees and n
W these by Singhalese, the Indian Government prohrbited
h unfkilled workers to Ceylon. This step wa,
ricTri by the nationalists in Ceylon, who had been pressing”
me time for the exclusion of Indian immigrants. The rubbCT
aid lea estates, though apprehensive of the future, were
seemed, as they were not short of labour at the time. The me.
immdiate 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 *an 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 riibter
..mbered 438,000 at the end of 1933 ; 477,000 at the end of 19"
«3,000 at the end of 1938 and 435,000 at the end of 1941. Ite
Ift figure was one per cent, below that of 1933, the owesi reac
duing the depression. These fluctuations in
wee much less marked than those in Malaya.
restriction rcduced the demand for labour, and even e ~
relesses in 1937 could be satisfied bv a comparatively small mcrea.<
the labour force, togetlier with fuller employment of the exisu”®
te. Assisted immigrants were called on only to replace
ind even this was not possible after the ban on einigratjon ui ~
Esae 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 of rubber and tea, together

Padual wastaﬂe of the labour forc? brought abotht
*Angency. The military reverses of Jamuuy-MarL'h 194-. t. --

. ‘Ceybn rubber exports Imd faUen far below the pcrniiaible -
«>«<ivelopine-iu of the labour shonagf, and ihc explicit adii»»i"« n
~not scarce imtil ihe autumn of 1941 was lancamount to ixdiv.uu r.

was in excess of CeYlem's eapadty.



byjur raids on Ceylon, resulted in heavy emigration from Cevl
India and thisaggravated the shortage. Negotiations wereil *
fora temporary migration in 19 « ofindian estate workerst r

but these again failed on the apparently intractable issue

poliucal status of Indians in Ceylon. n
Money earnings had an impressive career. Following a .
enquiry mto Indian budgets in the autumn ofl94] men"', .

wages were raised by 3 cents to 57, 55 and 53 cents, with corrz 1"
mg adjustments in women's and children’'s minima mthe iss,7n
of nee remaned at 4.80 rupees In 1942 the cost of livi,g
sharply ; while basic wages remained unchanged, a Special cC
of-hvmg bonus was added, varying with the soaring official coil

of-h™ g~rdex By mid-1944 the bonus for adults w | at th Z

.03 rupees, of which the bonus represented 46 cents ; for women
the bonus was about one-halfof the wage. In August 1944itwa,j
proposed to abolish the differentiation between up-, mid- and low

country wage-rates, and also to consolidate the ba“sicTv.ge d I °

“P-. - -d lo.:*
waKCMdth “ from August 1945. The baic!
leraHv CO Lr f do not appear to have j
~ coirolidated, hut they are regarded Z consolidated i«i

ve”" et n f Th" actual wagefMi
very generally identical with the minimum rates. ;
mated P™ducing territories appn®

-aterpfoSuctj/." r™ * “m

largely on mierant French Indo-China the estates rew

wassomewh”a Tonkinese labourers ; the situation

of the Tab™ * ‘0 'lI>at in Sumatra In the 1930's many

consented toared”ti'onokh'™™ -

to 32 piastre cent~r7frz 1 f tE8= fr™ '«

their contracts. From 1932 to 194( renewing
with wage-rates arz d 3 ° ‘mWASely
worldng”da -re "o . N\ r oo " P |
heIUGiRgG "d “state-oberaiH fi ~iowaiices,

&-10 cents.. S espSseTv w'=Pt<=sented _another
sparsely populated red-soU districts continued »

* One franc v.~ worth about 10-19 «,~-
d~al~tiona brought it do”n to about *N34-36 ; the successive Frfoch

Fretch Indo-aiiiui were mucli below the in the N.E.I, mi m
working d*y, MA7yan rat« which >trc paid Ibr a sl.oritf



A and Tonkinese workers, many of whoni
authorities exercised a close control
N osial e~ Aditions of the indentured workers.  The grey,

le workmg cond jated districts and most of the
were in densely ~

iboorers ~,eo0 no completely satisfactory solution of
1,, British North before the outbreak of the Pacific
jt labour probleni s and the estates relied on Chinese
No Indians direct in Java or through
itour. or on i on local Malay or Dyak labourers.

eta” labour situation is somewhat analogous to

labour supply close to the estates m the
ua L.
mg%wnng vilkEges.



DEVELOPMENTS IN TECHNICIUE

S already shown, the main process™ of rubber production .
essentially simple. Nevertheless, there have been imnnl
developments sincc the 1920’s, some of which were a major fZ
m the reduction in estate costs during the depression of 199 ,
A&tr 1934, however, regulation resulted in a retardation of tl;
apphcauon of improved techniques to estate production chi*
through restriction of output and the prohibition of new planting
At the end of the period, war conditions, cxcess profits tax at 1*
per cent, and the fact that some of the experimental results were
proTOional. meant that little ofthe increased knowledge was appW
In the following discussion attention will be concentrated on cstat®
practice smce {as will later be shown) no reliable information about
technical progress on smallholdings is available, while the various
“ '“ ded virtually no assistance to

indirz'/*" i" *e rubbet

tandfL were intensifications of long-period
eadt n ri for instance, beena

i i LA
ES raam%r'ﬁna’l ?ir;!— leL figrn K per European was regarded
“r« wMe brtth* T .~ A-And 6oVSM
There werJ h * n

nearl cha”r’in £ T ™ i""*" which were more
75-80 per cent, of direct f Th™" n costs were about

on the volume nf ‘ exercised a dircct influcncc
1929 and 1930 wasthereSon ' inUoduced in

on the realisation that m te laten"

area by the concentration of tappin~fe, g

when latex flows most fredv Ft joeo- oyt

and thereby in a reduction'in indiltr® P

meant slighUy higher tappmg costs nerlh
in by each worker decrease sh%\fy

larger number



NS Gr5E -» i bt = K
. < The n\ost popular  other two-thirds are

t onlv slight. Before 1933 tto

expenm .nte

1S« NptdieV daily tappmg
Lhalf-circumferenc, “

Vrd of the estate rested The
Q half-circuroference «th °n ™

Iritute at first favoured
T«rd this recommendaoon, as

~em, but subsequently re-
A nd that the fall in ytelds

C the reduction m
«asin most iJKt"nces alinost pro|»

tapping intensity. ~cing the proportion of the time
ittempt to reduce costs. ~eg to tree, substantial
st by the

dSn<? the number of cuts on

i
economies could be effected. J s increasing the period

each tree whenever the tree was P?

of tapping (the total
oftest between the tappmg days, the m tyunaffected,
number of cuts of a given length per an a”nst a
Thi. system generaUy resulted m a slight hilly

substantial saving in tapping costs pei mr

development in the
An interesting and potentially imp ‘e« system knoivn as

later 1930’s wm the notable success of =5 PP 8

~-e tapped
Ire wfourth daily full spiral * under cut around the entire
every fourth day, but the'tappmgcut-a p standard

circumfcrence of the tree—is dou
system, notably the half alternate ai ~
~es are tapped on one-half the AN Hhe alternate
Bark consumption is equal under former when one or two
My systems ; it may be less ~der theJormjr®

nionths’ rest is introduced. The m /«ocicte FinanciHe des
pnwerful and progressive Socfin ComP* T commercial scale on

Caoutchoucs), and su“ “ &'\ P "M rfhrec auartcrs of the mature
it=estates by the mid-1930’s; by '936 th » s on this

«tate area of French Indo-China was said to

-method under which the
every other day.



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 SJ
.30 040 per cent, owcr on the fourth daily than under thea | S

*1j acic weee hiphbier'T

‘method also reduced supervision costs, since the area tapped onn
given day was only about one-half of that under the st™H I’

systems.

The reduction in the size of the labour force reL S

resulted in sa«<ngs m many bther directions, such as medi al j

housing expenses.

There were some doubts about the lonrperirf

effects of the system on the growth of the tree, and on the rate rf

fmT

Bo LnSes Tn .
y the operation of ino

conservatS™ of
butTn igrthe Sn,?

substantially trtfe redtcri®* -**
about the'n?d-1920t clean
faith of most estat e ,
otpouive ivstem were
as late a 1930 it was c™ ~°*
diBdv~ntiges of cfen 3 ™
fera'litv, priacioailv thm t,
mdist*K 1SaV az
adopted by *T «*
of disease fwhich turned
competition of other growths T
«ras far more than of&et bir tl,
of plan, food,, u Z Z tw
«W of supervisioa. and that it

%- w« tree tat couM have heea

adlMtagTOua methods

x>,

’ >="p™raents of the Rubber Research Institule
Malaya suggested tliat the growth of tappable but not Mv
mature trees would be shghtiy retarded.

It could, however bi

mp ™ *!

acceptance was retarded
““d bv tht
“ d°f*e agencv ho™,

* d eradication of disease
***ribiited
* cardinal article of

adverse effects of ii)
by about 1925. but

Pa<*ularly its effect oa sl
“ dica.rf
ofsmallholders.” It had bee.

‘™neou.s) and ehminate the

j availabft pbnt food whitk
zZr ™

. “'wiing reduced tie

L™?” aainuli, wh(dl

~ cost'v and diJ-

‘ffects of ,:lean
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. soU erosion, became evident, various devices

~ding. them but without much success and at

tried to deal j estates the results of clean
~detable f j t,,at no remedial measure short of replant-
in g were soharm an increasmg number of

Tout le East adopted a policy of selective weed.ng
»MOFMUT at*al cover as sprang up between tre«, and
tlv definitely noxious growths, or those severely com-
m/N'“C bter Thlwasusually cheaper than clean weedmg,

wTn the East. The advocates of clean weedmg n
to g had argued that the removal of growths °*er tian the
«bber tree would interfere ™th the prop” of the

riuringthe points of contact though wh.ch these

Ut isperiraents revealed that this view reste on ;wvariably
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

adrootlets of a dense cover barred die progress © ~ /"

(nriegrouiid growths bv which the disease sprca s), (,»antitv

tathespread of the disease varied inverselv

<H>ing roots in its path. These finding also exp ~ » small-
«aiinot stated) the lower incidence of root

Kwings, which had never spent money on eom s

f'Nioos theories advocated bv the Institute itse «- ~ rrcentlv

r« tefalse. andthe recommendations based

KkijJj to have been diametrically opposite to “~at n~”"

=the ,:0 ~ t treatmern.” In the words of the 1933 Anmal Report

«»« Neeindl known thu r-r- duoa. owing
“ e«wfa ecmiaori -hanwScn tuch protcenon J rn ofthe crnrr
®=iticP3 aad -z-xhe tact xhac these diaeaaes are iptra'- ¢ r ...

W e

*4? mmeed d|a| >< ai tissu*™- /h?] "

pt'Tic r pracltcc
I*ymwahiil i pru—' the euiire are*
*fBjcg Msn» efwrair at




of the R.R.I.M. : ‘The progressive undermining of the cl m
root-discase theories which had marked the course of o
investigation in 1931-32 culminated during the year in a com?*
revolutioa in the views on the rcot-disease situation as a wh 1

The substitution of selective for clean weeding was eafifjy
long step further by the advocates of the so-called forestry mei
of cultivation. These argued that the Hevea was essentiaUy a f,,!
tree and that therefore silvicultural methods were most suitable f
its cultivation. This implied the toleration, and indeed the encon
agement, ofa dense natural cover from which only certain spe*
aUy undesirable growths would be eliminated. In practice 4
predominant cover would be a stand o{H evia seedlings, asseedio
Hetxa would, naturally, be most numerous on rubber estates ad
bemg shade-resisting, could grow under mature rubber.
care in thmnmg out the cover before it got out of hand and 1
elective weedmg with attention to such factors as optimum cod
dihons of humidity and soil temperature, it should be possible i
reproduce very- nearly the forest cycle of giowth and decay cha
acterisoc of the jungle ; in particular, the nitrogen supply ofll
soil coud be fully maintained without expensive mechanical o
chejmcal ti-eatment. Thus ideal conditions for the giowth oftk
rubber ti-ee and of bark renewal could be ensured at far lower m
tnan on the majonty of estates run on orthodox lines. Morcovfl
as Mme of the seedlings of the cover became tappable they u™(
replace casualties among the old stand.

directions the advocates of forestry overstated thci

irrrf, . n originally a jungle tree ra
oririnTII* i agriculture and horticulture bai
onpnally ~o™ Id. This, however, reflected only on the pre
S«e?sof* “'mK”ent, and not on its merits. Again, t.'
fortn | foresfy methods ofcultivation require differeutiation

"' Agement, and as a system f.
™ "dtoret"e™ " The rejavcna
been part of tT™ ™* *PP™S seedlings Hliich ha
Siod ofLi than forestry as:
probaW ;X T irSro,T “Sement. This method woul,
slow growth anH N tapper, as well asn
ture on wages, an aspect'imi,fr n cxpciidi
offorestry. Moreover it supporter

of high yields from budded stoc\f'®* ‘V°
conditions.  Again, the f°-’8§I8F E&'Sﬂclemed with a Iow-value-cF‘o}



wth, the economic basis of whose production differs in

»WY V ™ a large measure of quali-
! to forestry methods. According to its 1931 Annual
jrf MPfrt t indication that the planting pracuce of

jIT L along forestry lines, in which the nitrogen supply
i’ a t nkely«gnlated ‘through the effect on the selecuve

4 of natural coveR on the volume and nature of vegetable
e . the soil, and the light, heat and motstnre conditions
itbris reaching direcOon has
te,,""0"~ccessful that however long the establishment may take,

may regard ourselves at the point of a new departure.

5 1934 with the prohibition of new planting, interest in he
X c”lersy slacLned, though the -S™ ent was”rek.nmed

~tw “orLte~eVvenLirVhe repSceLnt of the °td ".tand
“hiTeedhn” from the cover crop), n was regarded ™th
increasing scepticism, especially m rnd
of high-yielding material which resulted “ ® s f
kM tapping costs. As critics of dean weeding **

forestry rendered considerable ser\'ice, and the \ Almitted
criticism of past planting practices came to be freely

After prices recovered from slump levels, the
sates much discussed, but the economics of the question still
main doubtful." As the amount of plant ‘ncM dinjhe
annual latex output is negligible, the manuring o ru . P,
fcaturesaltogetherdifFeicntfrom thatofannualcrops, wn

remove large quantities of plant nutrients from tle soi.
trelatex crop does not make substantial demands on p an

Ihtgromh of the tree absorbs appreciable amounts of 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 Malaya orients,
plact food through soil erosion. Apart from loss o p

A iw.. hricf revnew of tlie following

‘Those wishing to pursue tbis matter beyond t Haiuea in the Maiayan
P»~apha may be referred to Uje ~saMous articles /,.nccially 1931-32".
W /»«a»rW (specially
« the Emplre Journal of Expmnienlal Agry:ulture (es~c”™ y ] . Rtsearch Scheme,
n the Q,i.rUrly Orculars of the
f*ldlothefrequel|t<0ntr|bul|c mofDr. H. \shplantto the n carrict) 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.aicall>



the fertility status of estate soils may be iow owing to an inh
lack of one or more of the main plant foods (nitrogen, phosnt'™* -
or potash). The sustained high yields of smallholders® rubU
which is never manured, show that, apart from fertility lo
through soil erosion or other results of unsuitable cultivatf*
metliods, manuring is not necessary. On smallholdings the ders!
ground cover has generally prevented soil erosion and the Icachin.
away of nitrates through the direct impact of heavy rain, wlil
the ample supply of vegetable ddbris restored the plant fd
absorbed by the growth of the trees and the annual leaf fonnatioj
The plant food requirements of rubber are much below those of
ammal crops, and the main task is to prevent loss of plant fod
through causes other than the annual har\-est, and in this tt
smallholder has been more successful than the estate.

The still doubtful economics of manuring is bound up with tit
uncertainty of the physiological function of 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 of the tree is not clear, and tliis is a difficulty whicl
atfects many branches of plantation rubber research. Manuring
does not directly stimulate the secretion of latex, but only improvei
the gmeral condition of the tree, which in turn is Ukcly to (out
poMibly may not) react favourably on the rate of 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 of the tapping panel nuost
recently taped. In the normal course of events this only com
under the knife agam after the conclusion of a full tapping cyde
be fiinu “sht years, so that the yield response cannot

1" ordinary estate practice visiting
A nts and managers generally resolve on manuring when
*cremern has fallen below what they co.Mider a

an nnl,. O- i* ‘he foliage 1®
econoicfof -P * ™ental evidence on te
rnrtrrecorr? @ e >930", was C%ﬂﬂlctl'hg
and the recommendations of thf research statiohs on

depmd. notoijy on condition of tilt K*

the method* of assessment and on n of rubber, but also M
Borneo the estates securcd hieher As we hsive seen, in Briiish Norti

provision was in force, but scale alJowances fertiliaci-s; iji Malnya no suj

though oflcss than minimum girth showed ° gramed to-estate areas which

circumstances manuring could become Frofltab i £ vield
>rrcspcc ive of yiel response



., and the a_ctual contents of a manuring

of manunng j that could apparently be
T Ot fr replanted rubber ver,; gene,
“eiysaidby 197" "r jijscjs (manures incorporatmg nitrogen,
;.Ued “7”P>* f “ hile immature newly-planted rubbe”
Aosphatc and p ¢ use of nitrogenous fertilisers appeared
Auirtdlitric or nit,,gcn-deficient sods and that
Ps«blc on tobly remunerative through assu™tmg
~phBphatic ™’* “5“ ,'* m ous cLer. The last two propositions
ijeestablishment ofa”™ g recommendauons for man-
ure somewhat tentative, .er degree. 4t is clear
ring mature rubberwere .weakness in estate practice’
“ NrrSdT oofrsri... .
Is attenuon than they deserve . seedling trees
awards closer planting ; ~e an" instead dl
« afinal stand of about ‘0~ ""° the densely-planted
BO®as formerly. The sustained high > through root

mallholdings and the heavy los™s of
dime may have been responsible for ‘~e “ ang

1R.1.M. and the leading N.E.l. “ P --“tp p “g coMs under

dncdng experiments to examine >«''** * relative profit-
dffierentplanting densities. It was noted relative

of the various planting densities . A on prime
~ddsover tlie Ufe of the - Pn« wasVen
asts over the same period.®  \NhiJe s ijfg a stand

running sufficiently long (ihroughout th ¢ p™ evidence that
oftrees) ta yield conclusive results, there

only on extreme and unrealistic assumptioi common in
Wh prime costs would areas planted as widely as was
lit 1920’s prove most profitable. planting was
In die 1930’s a system lcnown as avenue o « ;
faebped in the N.E.l. This V~id.fper tree of
>dds per acre of dense planung with the lug
*\Vhee applied on a large scalc, muiiunng "'J* irigh-yielding
“wliivation and maintenance of the «taie. uf J:it« wilf make suth h>gli
may possibly be developed thac Vr.U>ers.  Unul such tnue
ftmaiids on plant food rcsci®-« as to necessitSte ji~bbfr
difficuU to accept the arguutenl put , “idd'yr old'art-as w an
/\ more kvkh expenditure on fernlisen. to “he obtaining of results with
in efficienly ' (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 apart; 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
crowing so that yields per tree would be high. Tappine ¢ |
would be lower as each tapper could also tap more treestL nizZ
more orthodox planting systems, since much less time was rconirM
for walkmg from tree to tree. Other, subsidiar%-, advalS
were also claimed for this system, such as the reduction in S
number of contour terraces to be constructed and kept up* agj
the considerable d~tance between the avenues waT expite”
c™ps ™thout interfering ,vith tre
of the tte«. This method certainly appears atu-acttve
but no adequate yield data are,available to support or disprov
he caims put forward. Should it ultimately prove sucoS
*<= competitive posilion o
if combined .vill, medianisa-
miidi'y be introduced on ve®

®

ton cfApVvn~
small ptNirtsS

1
‘he mojl
of plantation research, since successful e
>* g (usually at co».
P~city of the trees as determined by
development ofliigh-yieldia
B R for each
planting material is the racst
" vocable. Aldiough the
n propagation of

of Lvers and f

sid“ abk c/tl

their eeneticJ r  rit*
m rterialaffelT
m SuafzZt?r'r
important sin®lp i A
potSdranL m Tr*
high-yielding materiaT

pogthaftah , by “jidh > S« tmogt estates were mure

long-term issues. In accorfa™" °f survival than wiih

the R.R.1.M,, for examnI® | T ‘i** industry,
during the later stages of the S genetical research
selectiun

and propagation of high-vieldinrT*. m
both in Malaya and the NE |

The vegetative propagation of k; v
through budgrafting had been a.tem Ve~ ISf

however, continued



such as poor bark renewal or poor res.st-

3 ISuSlefu1 'ttoorgcgltjh e short histon- of thej '”dUStszthHSﬁgﬁ

jiQglifcof the trees. 1Q92 * Malaya followed three
a.d a few “pPfA “ Tas known of the
SANANticSiofthernnann dMalteria
eveloped
:CAr~Mt“ld ! no'AnSb~don to output before 17334" In
ffiudded area of Malaya was estimated at around 1.0 000
that of the N.E.l. at 260,000 acres. The great bulk of
itateawas stillimmature, 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
[iteiTOd to harvest the restricted crops from older are®. A\
uic result show, however, thai many of these
rdidde and yielded vei7 well, frequency
iaewhen fully mature, with occasional higher yields.
ouuhe 1930’s better cloncs were constantly established m * y
~the N.E.l; in 1938 die Head of the Botanical Division o
stated that several of Uie clones thendcvclop<;dwould
Incapable of yielding 1,500-2,000 Ib. per acre onmaturity, whic
Ib. could be safely relied on from a '
clones. Aimual yields on good areas by die
around 1,000 Ib. as against 50U ib. tea '‘'m N
wYer scientists were probably right in ciaiimng tha
achievement for a perennial crop, thougi,
«mocd output to abont 300 Ib, per acre
®ii«i immediate pracdcal interest, fhe -N.I. mau . )
less confident; in 1939 De B.rpuUum
Wot Java Rubber E.xperiment.d Station, sail adMscd o

and camprchewvo review of ihc p-rKi.-..-
I"an<itheN .E.l.canbe:louiK Im tlic
AR«caircb Scheme. AN cxcellem aik! up-U---- ; ~
(Kuala ~

. ond:
| *Bnaiice unc?e



to use not less than twenty different clones in budffraftink
areas (o reduce the risk of failure™ It
estabhshed that the poor performance of many of the carlip

was due to inherent weakness of the clones, or to teclinical

was. however

of planting or of budding, and not to the operation of ,, ‘v
Some clones had been established from trees the hirt vHrf

which were due to environmental

reasons which could

transmitted to their offspring. whUe others were planted

smtable soil,
characteristics

and yet others developed undesirable secondm
By the mid-1930’s enough ‘was known 2

the different clones greatly to reduce these risks.

geneUcal research were even greater thaii

those of the development of budgrafting, since the latfer attenm-
simply to propagate the best trees already in existenef 3
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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

‘m fnbtTo plant more than one-fifth of a new or a replanted
~A*irdnnafseedlings. The respective merits ofthe two classes

iptatmg ., . 194 I, is however, certain that,
fc rrc rr | pl»Ung materia, of the future, scientific
Sment will proceed along both lines ; new clones wJ be
toed from high-yielding clonal seedlings, and clonal scedhngs
S Im hirh-yield*g clones, and both sexual and vegetative
ppagation used to develop improved planung mateiial.

There was considerable technical progress in directions other
i. plandng and cultivation. Important economies m pro-
Btingin estate factories took place dunng the depre®ion. On
aa Malayan estates the cost of curing and smoking, “™>-h m
Blv 1920's had been around 5 ccnts per Ib., was reduced Iro
tat 2-3 cents per Ib. in 1929 to around 0-5 cents in 193-
lliswas again the combined results of wage cuts and
~cney, the latter being more important. Inside f
raiarkable economies were achieved by the introduction o co -
Sans sheeters, in which the latex coaguhim
interruption from one pair of rollers to the neKt. 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 Ib. per battery was considered good. > h,inrVorce
1(W)-3.000 Ib. was not exceptional, and thefactory "Jo«e

Juired for a given output was halved, oi more
Ween 1930 *and 1932. Further economics

»'»y estates through the concentration buildings
. formerly carried out in three or iour «-P" ;"=
Wtred'over the property. In view, “erely

Vpment used, the economies of large-scale ope *
and eemralised facf.ries for areas in
so far, proved doubtful p™p« vV, of Lo-
J&>Part costs of latex (which in its natur.i *”~ 1j ,, the
m water and only onc-tliird rubber) from oullja.g



factory and (he additional expenses of the prevention 1
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 |
tinuous sheeting batteries (often of improved models) and p
ensured that in spite of the rise in wages, factory costs‘remlj
around 0-5 Straits cents per Ib., against ten times that level inJ
early 1920’s, when wages had been 10-20 per cent, lower i
As the result of the changes which have been revicvred e.medal
the abandonment of unnecessary methods of cultivation,’ therew
a marked rise iu physical productivity per worker on rubber cstata
Quantitative estimates based on estate output and the crgio™
population are subject to considerable limitations owing toa,
deficiencies of employment figures. For the F.M.S., however ji
“ reasonably close estimate. Dividing It
i.M .S. estate output by the official figure of empioved workmi
(which became available for tlie F.M.S. mil
1933), the annual output per employed worker was .ahnost eiacl5
I-1 tons This was an increase of about 60 per cent, over a IH
hgure of about 0-7 of 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 of 1929, the actual increase in output pt
head was greater than shown by these figures ; the increase ii
the average output per employed worker was probably of the ady
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 acresai

ZZr “Se output refer to output pr
onlv fir, ° J and the employment ligures include o
» L 71, labourers cngagd
onlv sliriiHv ® replantmg operations.  lii the 1920's probabk
in of *e estate labour for.-.. «.is e,gasd
perffad i~ta”™ r; d* to!n'

the labour force could not be
0é exactly adjusted to frequent cha«q™



r In this case output per worker depends
nTrSued ‘exportable amount. From July 1940 to

however, Malayan estate production (cspecialy on

K ‘A"T ‘roperties many of which had part of their
“Tleage undl immature replanted rubber) was nearly
«Mction at an average internal release of 92 per cent,
‘I'Toittrftre ats of excess profits tax and of other spec.a
,d in spite ° »interest to calculate the output per worker
Tofal Malayan estate production for the twelve months
rifIMflllune 1941 was 360,000 tons, while 351,000 workere were

MSefully used, there was much replanting as we

,bt more complete. These consideration. sugg«
Biiierlying trend towards a higher output per p

v
During the depression great efforts us«
*e R.G.A.,, to stimulate absorption oi flooring.
Qte than tyres. In certain direction!., s »hroueh the liigh
ilwes also nLessary to make up for ground lost through
pices of the 1920's, s B spite of
Not much headway was made Ltiber was still
effots to popularise them. 1'~cn M P of rubber
imore expensive material than asphalt w '~ a ininNiture
»ads was also costly. Attempts to colistruc  -blocks, raised a
o latex and cement, instead of laying ru adoption
Mmber of technical difficulties. Moreovei, of rubber
<tte pneumatic tyre reduced an impor an from the
~ds in that the task of shock .(ivantagcs, notably
to the tyre. Nevertheless, some of . remain and
reduced vibration and some diminution o j~Mdelv adopted.
doubt they will eventually i publicity for
specially in big cities. GrcMecv 3”ch as upholsteo’-
**Ading the use ot rubber in othe r.ii’;,, the price of rubber
~iffopaganda, rubU-r consumpUon.

~tl*the secular trend towards incieased



helped to maintain absorption during the depression in us«
than tyres.

The absorption of rubber in latex form showed signs of dev Inj
ment during these years. The dry rubber equivalent ofiU
exports totalled 3,300 tons in 1926, 5,000 tons in 1929 and ISB
tons in 1933. By 1940 it was dose on 45.000 tons. Increasi
quantities were used in the form of sponge lubber, chiefly inup3
stery which was the only significant new use of 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 of the necessary equipment in Malaya nj:
Sumatra, but there are indications of a further rapid increase in
this demand.

The extended use of 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 of patents &Hen
out for the use of latex, which in Great Britain rose from fourten
m the three years 1920-22 to 289 for 1931-33. The cost of nbber
m latex form is almost necessarily higher than that of sheet rubbti,
because the dry rubber content of natural latex is some SJ Ib, gt
gallon, and the freight on the dry rubber content is thus dnt
treble that of the equivalent amount of rubber in sheet fam
In 1939 the cost of rubber shipped in bulk in latex form was abotf
Ha. per Ib. above that of rubber in sheet form, c.i.f consumiiij
countnes. Various methods of concentrating latex had ben
evolved by the early 1930’s and latex shipments of a much liigoa
dry-rubbCT contcnt became possible. Throughout the depression
the premium on concentrated latex was in excess of the addinmal
cost of 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 precarioo

inneTf to enter the field. If the cost of ri,bb8
consi”rin J °<®"eet rubber
* Possibihty of crude rubb«
foo*<= lost to reclaimed rubber, chidl!
Various special rubbers wLe'ri d""antages.
the 1930's ; the aim was to «u,, announced dur»!
of certain specific rubber produces manufacti®

into fields held by other m#iépais, lafld to counteract die competitic*



r sMcial or modified rubbers may

wo British rabber chemists announced m
of a softened rubber without the

3tesf ised chemical softener, the use of which
Moa of orocessing. This promised appreciable

interferes »anu-
Mpi >, fter years of experiments, a suitable rubber
l,.rc. Secondly = workers and announced
~dcer was produced by , N, particles of which, it
~ 538 » P -f: did not absorb
ns daijned, did rtot ? 0, j  ~ ~g?y small fraction of
jristure from the air, be added to rubber
Binprmts, mostly chemic powder would thus be free
, m., forms "o predecessors-
S0, tie

two foreign materials,
water absoi-ption and admixture M g

PR oraatee " Dastly T 1312 Wiy S Rubber Company

onounced that it had evolved nniform than coagulated
KBsaid to be softer, cleaner and more success of this
nbber.  Considerable hopes are attached to the success

procuct

\Y

Tlie fall in costs during tlic depression f
tekique and severe reductions m wag”, ihe incentive
MBwere relatively stable ; restriction pa > limited
forthe introduction of technical impiovemc spared to
likdr appUcation, while wages were velativel> n ,he
192933  Variations in costs reftected 1937
We ofrelease, partly offset in Malaya ~ ‘L ..ar conditions.
«dafall in 1938. After 1939 costs were the

Tlie table on page 270 summarises e co
NEI and French Indo-Ghina as associations.*
193 by the British, Dutch and French of these

Hicre arc occasional . ai-ravailable of fo.b
“9S For Malayan estates separate charges, and

®sts. all-in cash costs (f.0.b. costs, freight g
fed office expenses) and of all-in costs (all-m cash

;DjuU,, ¢ * ow, m Apl»nd« E, Wo- 0,
TTw method of compilauon of these coin
~197-98, above.



Annual Aaragt All-in Costs o f Production o f Estate Productrs in M|
thi }{ethrlands East Indies md French Indo-China,
(Pcnce per Ib.)

1935 . . . 605 6-66 5.79
1936 618 6-20 5.51
1937 6-17 5-20 I al
1938 6-68 6-46 471
1939 7-13 6-26% 5-30%
%gﬁ N3N not available

* 1936-38 figures show the cffccts of the Dutch de\-aluadi>n of IQM  j v
devaluations. The rise in Maiayai, and N E | estiti
1937 and 1938 rellccta the steep reduction in releases. The greater ri"ein NE

amortisation and depreciation charges). Until the outbreai d
war, Ireight and selling costs were about 0-6d. per Ib, and held
office charges about 0-3d. per Ib. After 1939 freight and sel%
costs (including war nsk insurance) rose steeply and by mid-1541
were about double the pre-war figures. Amortisation of the esBB
represented about Id.-I-JOd. per Ib. and depreciation of buildi.5
and equipment about 0-4rf.-0-5rf. per Ib. The incidence of depl®
ciation and amortisation costs varied inversely with the avenge
rate of release only slightly from year to year,

of 1Qq7 subdivision of estate costs during the second 1]
varin.l interest, since the relative importance of lla
rz tv -~y serve to give an idea of the possible reductio.
mor™ °f *= proposed measures fe
S w n f “ ' eT-  Formnatcly a detaikd

¥/§§F 3oMh ﬁaﬁqe PI page 271). ' ®available for lhe calends

I pp—
5%%“?%?541‘8? €7 pe ?Tf amalgamation. Direct fo.b. cob

would not be reduced at™'au't, . . _—
t amalgamation, 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 figufl
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Tabte H
soro- i — o - “en me vy« /-
* fr "iS -

Ai.Mion»nd direction - i 2,
ISutaurcirtges . . .049 T«
& ;' . m m s = 4.85 —  36-38

building and » 33
Schinery  « oA . . .19
Upkeep of mature rubber . . Q.9j. n
*'3  maintenance and cultivation -~ ~46 n
Election*  « . . . L] B 0-74
Maaufecture . . - ' 0-68 nog=
Fading . . . . . ] . 0-30 45.16
Suficies {ex estate) . .. P 6-02 oo

otal dircct cliarges . ] N 13-33
-"\»Jfo.b excﬁg&ng export daty ] R
‘e-'rt duty . [ [
Total f.o.b. cost . . ‘ o Jiio\vii represents a

m,.gr. TKe dm.tion torn ihc ,ik in some dhn
csmpama spent little or nothing on m more-
«zZ N fra h as 2i ccnu ptr » or ¢

* Almost codrtsly tapping costs. i X
Some items in general

mqenses are most unlikely to be a ec ' . ~ areas, but here
cbrges would be reduccd properties above 3,000-
egaiu 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 of manpower,
»f European supervision througl m estate o
« such reserves are earned ccntil 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 = IR R’
wThe la,ge propcr,o., 0 By ddmm>

fc



units would result in some saving in head office charges h
arc gencrany small; 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 of 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
wteher cultivated intensively and planted with continuous a S
of budgrafts and clonal seedlings, or extensively along forestri* lire,
compact estates 0f4,000-5,000 acres ; small estates ofa fewh L Si
acres owned by professional men, civil servants, business menr
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 ta
Mm * ‘W 0-2.000 acre estate, financed on.
to A~ Cultivated intensively, is probably least Kdiv
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 corela

the Y57 tor

shLs I el K [
tost. WKp *1 .. correlation between sizemi
Tches e~h ther '=*8 units of up to 5000
correlation bt significant correlation, but the ncgativ!
than S'uM h'T Wreciably more marw
m L bate nvim” ' . )
suggests a sipnifi  ~A" incomplcLe, but some evidenct
probable*egative correlation which is indeed highi)
5,000 "'es i especially abov.

Thk T’ compared to those of high illelds .

This, however, might be modified if plantation tlchnique wet.

uaMr “h
«miaed by ™

(« Wdl-knom, reftre,,,, r “f Rirkin»,', HM, 0,-17*

corrdauon bctwren jizc a,d i<m ndusnT) found a slgnlOcam nfgo*
1339). Bui At u,dc,lyi,u d“a ™ “® ““ pa,>i. (I-KJ; 27*J)“ |

rraulu accordingly viiiairf unluuablc for ihis type of calculalion .ml) w'



I rionised by mechanrntion. In September 1940 a large
neTeering firm invited planters to a trial of 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 trf in about one-sixth of the time usually envisaged for
trZ ratrand at lower cost* As felling and cleanng are
iSJy heavy items in the cost of planting (even where trees are
K e d by poisoning), the new device is of considerable practic®
tL expcrieLe gained during the war m the design and
BorbuUdozers is likely to be ofservice m perfecung this techmque
tether somewhat similar proposal, but with httle expenmentd
toting, was also put forward at about the same time. In March
So an anonymous writer in m Planter advocated the use of a
«dal Ught plough in estate practice for turmng m the I=af-fa
L h would improve the fertiUty of the sod ~vuhout recourse to
TQures, assist in weeding the property, thus econoirasmg manual
litour, and facihtate the raising of food crops between the planting
rans without competing with the main crop. They ue o
proposal is difficult to assess in the absence of practical tests
Kdiimisation of tapping would be the most importantadvance
mdliough a number of proposals have been putforward som
lighly ingenious, none has as yet been found practicable, an
m substantial technical difficulues to be surmounted, iii. " tlic
Woc estate operations have so far remained large y una
Whanisalion  In particular, the use of much unskilled laboui
fHiimple, repetitive operations witli litUe or no as
we. is almost as much a feature of the industry in 1946 ~ t
iitty years ago.  In the absence of mechanisation i is
»h«her there is any real economic justification for the sur.<i%al

@urh of the estate area.® A m [pad
Though amalgamation into very large units ' ..ijj-yueh

AVificant reactions in costs, gready

mtuse ofhigh-yielding planting material arc «  d & « 8

55 per cent, of all fo.b. costs would be rrfu“ d ”
to L higher yields. Moreover, an additional® i«

Wuld follow in tapping costs, the most imp
when tlie tapper was in receipt of

“Meehan,| ReplanlB , h ,, ., g h [
‘The devdopmnu' of lat«-x shipmnus or yt spcuil _'c,,Aper.»tive shipments
for tihxe, i. unlikrly u, do .0 dcakr,. would

on behalf of, snialiholder., or purchases uf .mallhoidcn
follow very *oo». Kk



whMiever piece rates vary inversely widi the productivity of
trees, as they generally do. More workers would be nredrf
collect the larger quantity of latex, and tapping tasks (the no k!
of trees tapped daily by each worker) would have to be redS
but there would still be an appreciable net saving in tapping S
as a smaller proportion of the tapper’s time would be taken
walking from tree to tice.i Speaking broadlv, if yields per »
were trebled, which is quite feasible in the absence of rotricti*
and with plantmg material abeady solidly estabUshed before X
war, cash costs per Ib. would be apprommately halved or m”'I
than halved.

To emphasise the limited scope of the economies of scalc i,
rubter production is not to deny that very many estates are to
smaU or badly sited for efficient operation. Many companies «ith
an area of two or three thousand acres or less, own three or fair
estates ofa few hundred acres each, often so far apart that centraliatl
supervision or centraUsed processing of latex are impossible. Tht
proTOion of amenities for the workers, especially of open spacs
for focrf cultivation and cattle grazing, is often impeded by tin
multiph”- of small, badly laid-out estates under difli:rent oiwr.
Stops. lhese deficiences apply chiefly to the smaller proper®
operated on a joint-stock basis, and their ehmination would M
necessitate units larger than, say. 4.000-3,000 acres. As aheadi

e , very little could be gained from the amalgamation of com
pames wilh non-contiguous properties.'

The economics of the group system (of company-owned estaa
managed by secretarial and agency firms of whose gioup ih

was no clearer by 1940 than it had bffii
thenfsi./* rapid changes in plantation technique i»
ttemselves provide an important justification of this much criliciai
to feppn K 'Artually impossible for individuai estate man”
to keep abreast of technical progress by constant reading ofll.

ponunt
*An impoTEant aHvant”r. cosu and medical exp«u«.

finance research work and”aiSa'~AT ?” claimed for very large units is their ability i
tile cacanspie sometimes rii*™ /@& arch workers. In llic rubber induS
Sumatran esuies of the subaidl® 'f ‘niplied, was the outstanding woik on >
N.E.l. soil. dev;ioi?b T S~ ~ Slate. Rubber Company, whertn
(some of die mo«t auaStful bein**Bri*M* workers of several iiationfllj
technique. But tienumber of _of planuj
not enough available for a subsjanHa” «»w ch workers u mdjOl, and tlierc arc certaa
Mtd the great bulk of the estates mu« individual companies, however larfl

A xgyi i i *
émnqg% (r:nmbm ofagcnc}( grouB w £ <|V(IJ>FW§{CCS ol ,I"lSEIWhI o>g»ﬁ)ti>>



, N,rrh stauons. In practice these are read
.licaoms J~tm g advisers (visiting agents) of the “ncy
by "™ to estates in the group ™ embodied
k*®" to aU managers, who are also informed by
the progress made within the group- Another
rolmy of the group system is a great reduction m
IT t?b e carried by individual estates or companira.
At vm'ftlcutor Lportan« after the acreage supervised by
~wasofpa”™*“ tor greatly increased and there were
T."rSns on each estate, often one or two where there had
* ' fo,r It would have been difficult to conUnue wi*
Enthree o .. fiu thf're not always been available
I *« ? s o~™IS~ts c:pable o0?acting for other,
“SroT X riU ness was the most fec,uent. Ag”-~t
tcTomies must be set the continuation or
rpiacnce of forcing managers to obtain =PP>"
~Jey 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 of units through the method of other investment
Hough the agency system, perhaps even more than mo.t o h«
strlJvenial features of estate technique and organ|sa»on ~ “'d
itquire a prolonged period of pnce competition oie i
oodd be fully t~ed, there is a stronger case ion than is rfen
keliced. Shorn of its abuses, tlie system is more
mits merita (witli those estates which could maintain
infree competition with smallholdings) than its cntics

Vi
The discussion of technical progress has so fai est
Sclusively to estate practice. Largely omng to tle small-
@the research institutes and stations in the pro e ,..»hnical
Wdcrs. there is a dearth of reliable
P~gress on smallholdings in the years before J P n

Monsieur R.. Soliva suggested in 1942« that ¢ y., g,
u«feta, tial increase in the daily output per tapper on smallhowmg

tEy. p. 47-  Monsieur Soli™ * R

»Uu iroiaicl mo.



— . j ~y

in the N.E.I. between the late 1920's and 1940, resuhi,
from more careful and more selective tappine  Thi, * “3)
a contnbutory cause of the unexpectedly high output 0/ J'"en>*
native producers in 1935-36 in face of the very lor”, n
The Malajm SmWwldkg Reports also hinted periodic/™* at™'*
siderable improvements in the methods ofsmallholders S
mJuly-August 1946 daily output per tapper on sma ihr, H
atout two-thirds or three-quartei-s of the daily output “* 2 1*
which suggests a substantial reduction in the

*e 1920’s, when output per tapperon M lya T sru S~ "
teheved to be less than one-half of the output per tapper “

The preparation of smaUholders’ rubber bL in m L? 'T
m the NE.I. unproved considerably in the years befl. A

"y propaganda. The“ riM'
this was usuallv n ‘~nn~Nallholders’ rubber, though
give7hy Se ' *T ofthe estL | the assistant,
order. Tte wa fsut ‘™ ~ “UhoUers was of a mine
viewoftheimportancrof , m »
rubber, an industry with**vm~ra’ “ plantation
owing to the smaU size of thl « progress and wh«f
is particularly economic TJp ~ ‘ATM'raKsed research
holders can best be iUus'trat"H , against the small-
the activities ofthe RR I M ~ fomewhat detailed survey of
of the Institute wnnU Kk * * P>cture presented by the work
other research organisatioi!l7n\e~”'~ broadly to the activities of

Before 1941 the Instifni Pr*“:‘Pal producing territories.

specific export tax on
P P Ia'H R)Ialayan rubber exports At presenl
within ihctalSS “I* e?".vSSil* Si."""" rev,, W m™=ai,, itai
“ »<i policy or tJ,, b to -
n (075 cm petlb.), ,hc 0.« 0,¢ cloli.r

W arratly (he mailhold,* >ulataMi;illy Wo«
o«n rubber Immtif. “>otinuK of tho co.t of ~.oking fi*



,, 471 it is financed out of general revenue of which

»port tax on rubber is a major source. Until 1934
*"Sn~er cent, ofthe revenue of the Institute was contnbuted
Sdcrs The advent of restriction reduccd the share of
‘rders ta the total Malayan output hlefl through under-
/\allhold s >n contribu |ons o the revenue of
ffT tute which between 1934 and 1940 ranged from 32 per

* T 40 |er cent ; over the whole decade of the thirties the
art to 4U per s Moreover, for the purposes

S L e effae“ On this basis over one-half of its revenue was

lax is contributed by this class of producer.
11l 1933 the affairs of the Institute were Endedow
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 )
anadvisory service for smallholder. This was
Onlyavery minor part of the actmties ofthe ns

been directed towards assisting the 1935
Srfsriofthe Institute barely referred to the sm; n
Re/wrl devoted four out of 160 pages “ of the
fc rose to 21 out of 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, of the European officer
4cSmallholders’ Advisory Service. Ui personal
te assigned to the Adx isory Service® part-time basis.
Mistant of the Director supervnsed the s r on wasentrusted
In 1938 one full-time European officer I0Out * '
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 privia facu all producers, small-
««lcral work of the Institute has comparisons

ioldei,, as well as estates, and that tins vitiates such



the rubber industry

as those just made. Tliis objection is not valid A 1

the umr and acuvitics of the oiEcers of the InstiiLT* PN
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 of the work of each division

given m detail in-the Annml Reports of the Institute LTrf
proportion of his time devoted by each qualified o fc ™

Stl™ moToft” ti. t?k \% -
to the 1937 Annual Report (p 79)'"o&erfoT tie
the Institute visited estltes ifn 24 oct Cn d

ovefm ™ oft" ~’ M-

M1 “ penments were earned out on iht

*

basis of estate iert.
to smallholders/

°* -*ided nature of th
*m= “"we"ili-rity of the officers with
T ¢ MmmtWings.  Here it is possible

aetiSofTheT* '
rcondiriom” 9f
to quote ~blhh i’

unrepresentative instLces have b In chos’em™ "
Institute,” M Chemical Division of tht

Division of the American ,,
Malayan rubber ¢ his ,;
This is how this offir
produce of the Malava*"*
=mallholdin“ b
as it always did dead s’giﬂTrh} ,

addressed the Rubber

Chemical Society on the preparation of

reported in trade joiiniali
customers tre

A
?@®@80
sand, dirt and betel-nutjuict

mrat occvarily b A " riSd*o°® """ » 2 Imlilur lilai nd"Yirmoio

<I'raiion “ 5
I* «“wx m 'f|'y docs not, howev”

ram Jm™ to
we«k couldcorulnly hyve U™
rec”s could have Ixwcolkcied from

h«ve y,ddri malnial of inter,,, °™

*qno g ™k

Moreover, son.r a.lKiimmyl
At lemt yic*

ouns
ST *"iilllioVinBs.

Such recordV would very probaUf,

t ‘ofliicli»l*“"

It contains,



" b b " alwayl been marketed in sheet form;

jaiallholdeR ~ Chinese smoked sheet. Chm”e
* the Singapore markeut comprise the bulk of the
Ici sheet “des S generally quoted at
“put from Malayan smallhommg s S
which are only between 3 and 5 per cent”® n
E/\\‘lrsta%%(ngt‘g/ Iow-g/\aéemﬁ"/ﬁhﬂ B;gd,uced in the remote
IMS of Kelanmn and Trengga Singapore
aiBllholders rubber was thro g rq-jt quality estate rubber,
spaces only 3-6 per cent, VA W RARARARARA just quoted,
which is sufficient to refute the rem. . rubber) fetched
Moreover, even medmm n estate rubber in
oBy about 10 per cent, less than firt g pi~~ion
Shgapore.” It remains to be added th. ~search into and
of the Institute has always been According to the
jdvice on the preparation of Mal.u* quoted adjudi-
1938 Amaal Report of the Institute, the ~ - competition that

cat€d prizes at the Malayan smallholders rubber comp

"Mother remarkable opinion by
ina 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
«m> In other words, so f™ tie« a« cre of
theni are already almost dead, ic > ., " about one-
anallholdings at that time exceeded estate >

' R.Gji. BtdUtin, Scpu-nibcr 1935. j™\(.cessibk-

'TheSR facts and figures can be verific |-j[..allli»!<l«s’ rtibl>cr sold
w'(few. Aimullu,,! Jeumil. >vlere the 1" f,,rall dc ptmnpa preiras
>"Junsmofccd sheet m pectivdy used «. be!  arlitled io * “ o f-
««. ;at least 90 per cent, of smalU.otdc™ rubUr al,,.
W fet price, of smallholders' a,.d o 0,CN. Threcgh * e - »
tiw ane margin between these grades w. A records of their
United Baltic Girporation the writer n cs paid by that hmi o
« the Singapore market in the early J”, 5'p« cent. J-
«.ked *eet nos. 2-1 7 ™ the”AUer i». shown die
luaBty estate rubber. In 7 \hese showed even snlaller dic-

I«<Se Chines, dealer, in .-\ugus, ol

|L



quarter. In the course of the smallholdings entiuirv ,,r m
only e,ght out of 9,000 trees examined were foL 7,0 b *
It ™uld be ptcrestmg to know the basis of the articlc m,
The vtew of the Insdtute on the tapping m atS Ir™""*

holders are also of interest. Overtapping and ™elL
consumptmn have always found a place among the r
devoted to smallholders in *e annual report® No vfde r
put fomard m support of these statements, whieh wet i
Tw ™A]lholdings enqul

33.  On occasion references to excessive bark consi L
on smallhol*ngs were coupled paradoxically witli rcfe

r R . N
— m j.r"A K s rsT "™ S *::.;

Bhatthyealwamst 175IC0r20r000 t™ s durmg the years

elnsumptiolt a“ ANN wend
1938 productlon equalled aLut 200“n «ference; tk
385-465 Ib nv/r ii? . per mature acrc, against

The 1939 Annual RepfrZ N~IT ip. 27

untappable.”” This mirht 1estate standards, probably be considered

eeonolLe. ofesTil"aTd . .
a tree untappable by estate production are di/ferent, axd

holder without cash wage costs " Th
that the acquaintance ofthe T m w'w'mark confirms (he suspicion

~onon -l,ho«t* wls"iX ttr™ *

ments the Sionror~nas™ *'/¥vjm™ * ‘~tions of these doco- m
Institute tothe smallhowingr W h * n
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 n
based on hearsay evidence dp'Yiv,.,! often quite obviously ~

ved, presumably, from conversation !
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bark

. not
JQ tetTn trEecX T pArfrn

the reference is to bark consOmpt~on or. MI

~Xorone-thWe— f .he

WTien discussmg in 1946. it was found

‘@t ' A‘evenTess famlllar with the subject than cquld ha

iret they x.mrlf A verv senior officer to CI

AT AT 4 thtra wast X n 30 per cent, of
writer that the amallhol g

Malayan “rf Malayan Rubber StalUlks Handbook
Badto be shown regular y n»r nP Rubber the Annual Reports
Annual Reports of the Controller of Rubb”

U e Adviser on Agriculture and

to quote
publications. Anothei officer a Malayan smallholdings.
Sjures of the total annua”™ produc .on * “~he tens of
mee it was impracticable to collect In fact, total
to..sandsofsmallholder*whodonotkeep. eco"/""\" individual
prerfucdon is easity calculated «athon  rferenc™M™
oulput figures ; the formula by whic th in the
ie Department of Statistics was again every
monthly Malayan Rubber S/atislics and \Yes officer also said
nmonth in the Malayan Agricultural Journa * j~pe.. iment, or
ikit he could not see why any specia ‘ alylis of 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-
dersity’, the absencc of close supervision difficult>- of

(iilions different from those prevailing on
replanting, and so forth.

While in Malaya, the writer asked ©b
Institute, both heads of divisions, eaci

.ftjcers of the

had ever
Malaya for more than ten yean JJ 7 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 way from how many small-
other officer said that he cou d nol A ANrtainly below ton.

holdings he had visited, but
Hus two heads of divisions nl th 1nstu U
Krvice of well over twen.y years, , ..ery day whdc on

tllan were visited by the ;.ricular officors w;is con-
tour in Malaya. The work ol lh«e p

with a combmed



c”™eci mlh the field rather than the laboratory and ,h
of thar to smallholdings would be above the aver,l|
officers. Each of these officers had over the san,r ®
over a thousand visits to estates. Pd
It caanot be foimally proved that the work of the T m
actually impaired the position of the smallholder m but th
very st*ng. There was the regular annj!d toll i’
the specific export tax whose proceeds were expended ™ al™
»d research work on behalf of the estates, thus st «h "
their competitive position against the smallholders ®

tor nls:— r

and advisory work was °vh |

the Instimte liberally assi™”™ Z elre~*" I * " “*'f

grammes, attention was not drawn to th Po-

results forsmallholders ofthe nhn,r™ poteuually disastrous
,P*°™ijons and ol the e-xtensivt

replanting activity of estates
in the publieaS| ™ Pe«ant still, the statemens

AN i «

E]SS?[EF ‘r}vrﬂnhsmauholdmp se d1{8 g%ve credence to views an

of smallholdings  Onin ° JU“®t™ tion to the under-assessmml
Head of thToieiSSrSt

quoted earher in this section,

naturally also served to disc
There iJnoe X ero t~ :“* “nialJholdei. and dieir pr«Inct
K

H]bntmstl:]lp 59"(}'%'81%55%5%91%%%?7 O Pl * gravelyjeopardised
the smallholdings nor atramtf L the under-assessment of
holdings under si»ndary ]ungk CTr-thN'il'"™ suggestion that small-
ments. On a narrow recehe asb«s-
migfat have been regarded’\/\ n ftincdom these nutters
but they were of -p e of the Institute.
Service of the Institute <zaraeter, and the .Ad»isory
the smallholder genera?v.” ‘v, 11"° "*"*“h over the iateresis
to have enquired at the time Institute appean
planting rights to smallholders ~ of distributing
their cffcumstances, whether suitable Vpropriate .0

viUages, whether the smallholdn” i available near the
“ere m need of guidance, and



individual smallliolder could turn to any
, whether an of his existing area,

M R atRe SRSl P Tmtitute gave valuable help to estates

“enew planting of the hundre”® of
J8and 1939 proyid 1938) by officers of the
jjites; most of this acti ~ funcrions can explain its

iJj’tho assist the smallholde b?/, [g)roviding higg-ggg\ﬁingrp*antm%

ti™ by smallholders who, it wiU be recalled"
,;Jlamountofreplantlng ,f the Institute.

jntnbuted some tw"fmewly planted or replanted on
t twelve years has been
Bftllorziengs in the course ofthe! welve y Jrg’\g

with unselected seedhng ] devoted to
s/, of the Institute a«Tbiag”'it betomes clear that
fii toplc when stripped of the ver g n A interest :
Bthing was in fact done. One pas ¢ valuable clones
mWortunately, distribution of some of th
1restricted, owing to the fact that ie> f~lem! agreement
jmpanies who wiU sell only on the “ m"plctio g

ta material will not be multiplied tor re . m
ta are not in general available to ~ma lhoUers M

*sding. First, the passage does n  -P™ Institute's own
ns aot made available to smallholders, > is open
dores were not used for the purpose. .»I clone in Malaya
» a graver objection. Much 16 was also among
the celebrated Tjirancjji I. whd Jjji™n,.riv suitable for
six leading clones. Tjirandji F clone, and
itoting on smallholdings. It is an which on the
Hly defect is slight liabUity to " 'f M Tjir*nrlji
tely-planled smallholdings is much “hese
-“mare free and can be multiplied lor r«” hundred,
had been recom mended by tle clones were al'O
“tl possibly on over a thousand ' vperim<-nts.  Thix;
«| on a large scale on the Institut . publication ul
‘oponsible for the A”ual the clones v.m.'
N Institute must have knoAVU th\ AMAUIHWEr=s 5 p
mre attitude Ofih. Institute tow.rl M ]
mo% surprisinginvi» -n-'

«I'Ktions. Sir Frank bf..td.ue



RUBBER INDUSTRY

performing work of the hi/jhest aualitv i

The Malayan rubber industry is now being ser™d* ‘s’ fa'”*
pidancc IS concerned, better tlian any othe~s”™ f

“ the Colonial En,pi.e, | was partiL tty

tlie emphasis wh.ch the Engledow CommissfofSd ge
tance of any policy of applied research bSiw woper
«cpom.c considerations is being fully recognised '? r

“ s™IIS - crrfainly™tr;

mmt“brsoughrirre\onstotL ™ ~
fcard of the Institute comprises the D irector°rfT "
Birector of Agriculture, Malayan Umon fth
Agnculture, Malay States™

In-on (fo~erly t\e‘'ScM % !«

ik
fhe Adviser m

pm “0?SrgOTe,trg\'oNAAAN ofsmallholders.” TheS *

~ard, whose membership L m prfl,

*e Financial Secretary and three estat
doubtful whether the reore.r , * '®"'/'P™ « tatives.» liisvm

whom were Malays) attmd 8~ I~ ™ >|UioMers (both of
and itiseven morei u S wteh T

trons of the proceedings or *<="""pfa-
pos.tion to press their fise w i 1 r=m o«
nor the Financial Secrctarv ~ n Director of Agi icutrre
>he matters of the Instirifi™ altentioii ©
Financial Secretary (who is PA'l'inMular, the activities of ire

official on ikt

Permanent Committee) ar,
~'e significance of these an-~»
the expenditure of the Imfi ,
practice 6y the Permanent Co " ‘>'e Board and in
explain the almo« excluTvIN® [ ] P'o'~ibly scnrs o
otate side of the industry ™ot pa'd by the Institute to ik

‘‘m w'ubl”r lesearch,
follows from the fact that

. . A 9 -
in earJifr chapic« on Rubber Rc/uk.? wHich have been discuik®



,.ed for the estates, they would have gained substan-

There were signs of their competitive streng* m the

as the high yields of Malayan smallholders rubber,

**T™ dt/orl onmSlholdings discovered by the small-

« to those European races to whose Dutch
,dal acumen the development of Malaya and of the Du ch
~Indies has been due . . . It is the honest. “P

many leading men outside the rubber mdustry *at 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 of clonal seedlings has made even the mastery
ififthis simple technique unnecessary.

‘Sknihr sentiments were expressed in a letter

~Srpicmber
iirtbolder to the Fimndal Tilths, and reproduced in ihc In prohibited the
ML mis it not titne the govemineiits concerned faeed the po the smail-

oilivation of rubber by smallholdings ?

i«ycr by legislation and then introduce a generally accepted
> titsmeans can the rubber industry- be protected and
*noiative is survival of the Fittest, who in the long run i* «

schetnc.  Only
The

native imall-






rHF THREAT TO THE MONOPOLT OF
natural rubber

CHAPTER 17

the rise of synthetic rubber

te establishment within less than Uvo yea® of the
Wiutr)' in the U.S.A. capable o suppyi g Allies. Before
. ue of rubber aris« from a \
>in the words of the Truman CommiUee . __ morf
Mense Transportation today b that , yhe second hard fan i? that
@B«ngcr miles than bmes and roearu of transportation, aad
arcu in the country are not sei-ved by any that .nany of .he
»hM is even more
and weapon, of >y.r are to be made 0,, an economy
dfftheroutes ofthe common earners - « « . c¢”~™al Hommittce Investigating in

Smrf to mbber.” Second Annml R>t«' of th'

Wit Piognim (19432 p. 37. fas‘ mostofltnece"lv
‘The literature of synthetic rubber ucnteniiye riffomuu.

»fc,ical. Some of thi less o/

W.rChanees in Industry Serio, No. 6, RMAr (19«) m *",,, Committee Invt=i-
(Baruch Co.ttmittee, 1942) ; “ li,e. W2), and the

%itiiig the N ational Defense Program (Trii . Sub.C.ommittce of tI" mm

b*e that Committee; before tite Product

Scaate Committee on Afnculturc on the 1 ,..jj: W.r ProducuOT

»elelsc Company, RY orI (1945' 1Uporls «f

wbber Bureau, MY «, Repon and “ »ch Unit of the Pfootr'm~.

a 19434J ] Brenner, Tte 0 A I'" A A

Kvirion ofthe U.S. Aeaaury (March 1938)] ng ™ 32, 1947
Bubbtr (National PlanninB

"urr Rdbn- Alltr The MV (Stanford Rubbrn (London, 9+>

P«npW« No 4r 1944) ; Dr. H. Barron ,he co,ts of

In view of the ra| chan
the Njanu. cmrpng alﬁd‘i procegs’\{lng techmquc

idk MBAE BF thte EVARYEY Was Wittian »n tl <
287
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Of ™ kaniscd and compounded rubber. The most important
high clastjcm-, resilience and tensile strength, hivh ahra

tear resistance, low hysteresis (loss of energy through inter”™u
viery ow permeability by gas and water, high resistance to n,;?"*"'
tion (good ageing qualities), good electrical properties (es”r~f?'
high di-electnc strength), and substantial resistance to h,- "
of oJ and heat. Rubber also has certain desirable pr,,
qualities ; 1t can easily be reduced to a plastic state in whicTva” “*
compounding materials can be introduced and tlte productmo,,S
» any required shape, while vtilcanisation (the combining of

and sulphur, usually under conditions of heat) restores ifs elastw!
ost m plasticising. Another important processing characteristic m
tsadhesiveniss ( tack ), which facilitates the production ofartirl™
c~UTictedMthseveralpliesorsheets. The most characteristic poD
erty Bdasticity, and rubber is generaUy defined with reference toihi'

theln L a™ o Odity is rarely discussei b
forefro evitably comes to th,
torelrom when the synthesis of rubber is consll ereyd For atom
Sil™erofTsoD ™>>ber has been known to bea
M tal at low te nettd'ene ' derivative), a liquid hydrocarbon
“ @ tiVatloT fr™" --bber
the production ofa synthesis aimed a
prX t rv sTOth * chemically identical with the natural
LrtTy bTforrfQTrv« P'TA polymerising, this material.
diene der”X « an”~trb

terial deri . . bberiik
materials were SH\V/SQ Hgm Butadlene and di-methyl lgldtacﬁre'ﬁee.

*Butadiene, a hvdrocarf*nn /nu ~ m
be liquefied by cooling.

ilid molerule, arc li,tccl lo fonn Jan'er, longer
I»alion, bu, exhibiiing diffmnl ,h™v i Ihe samr d.emiriO cm -
monomer). W h,, two raatm !!f*™ il»- origin.| mat."ial (tH
prwm B known 11 co-polymcrijatin,, moicculn are H,us liiiti-il, tht
H™ molecular chain, f (or lo-polynirr) is a ..uLi.lim
Wink. UCwork of LuTng ,,rrAtLer /
succcKful mucb waj Jcamed which led s
chemulry on which depend the whole teA : e
hene amed.eeheicai, ™ AN
lion, and the relation cf the hydrocarh"“ , P
utiderMorf elerly.  Thi. i, of,, nr’ »"'« mmihtance. i,, rubber i, mt yd
mem of efficem modiScd rubben, meh 2 S i sample, the develop
on the .uccea of further fundament™ rem S i ey
cbe,a,cal proce, which occm, when ca”-S, Ag™, the ™tnre of tle
*uJphur and rubber arc combined, u milt far r “MWOT oraicd into rubber, or wheo

problem* might radically alter 4 The .oluiion ofcme of th«e
F wrspecta of rubber consumpiion.

a gas al ordinary Icmpt-raiurM bin can easily

15 ha* not been rcallj
' » *advanco in ruhbtr

*




.33 largely ofacadcmic interest unt& the prejure

Srearcli «OTK Germans to turn to syntheUc
Bntish s ,hey produced in small quantities
foi produa, though useful for U-boat battenes, was

| m tn nibber in its physical characteristics, and manu-
“TlenX -d «pensL™ Production ceased after 1918.
A'f'ZTo an elastic rubber-Uke substance was accidentally dis-
L byan American chemist in search of an anti-freeze materia .

S Lt fc K. s or ,"'S ‘£

iSTliiokol types was about 700 tons, and the sellmg price

The du Pont de Nemours Company became j
dmlopment of synthedc rubber m the 1920s. n ® n
piocei. acetylene-obtained from calcium ~"~~ide-is »mtaned
«ith chlorine to yield chloroprene, a Nised

taadicne but with a higher boiling point and this
ifo a rubber-like material. A feature of the process *e
kI*y consumption of electric current in the production »f

M 6, from Lai and lime. This rubber was w

1931 under the trade name of Duprene, subsequcnth e

Seoprene. Neoprene (or rather most Neoprene W > P

Dnatural rubber in resistance to age, heat, oil ™ j inferior

*>non-inflammable ; its resilience and tensile ines

Othose of tlie-natural product. Small but

ofNeoprcne found a market in America as a ign

IXSwhere oil and solvent resistance were impor . ¢

output was around 2,000 n co-polymer of
Another American synthetic rubbei was ;' njjjgi And of

is-butylcne (a gaseous by-product of pcloc

Wtadicne, with the former providing J F . .Ji,bility to gas

* per cent, of the co-polymcr. Exception ANANopment was
to liquids was claimed for this ru . °*,q,, . manufactur-

“nounced by the Standard Oil Compan> m ~  Harbour.

“ig capacity was in existence at the ni n Jlie

i Vi« » m =



and natrium, sodium being used to facilitate polymerisation®
butadiene was derived ultimately from coal and Hme rtii
raldum carbide and acetylene), requiring a lavish cxpendij"*"
dectric power. Shortly afterwards an improved version
developed : Buna N (or Perbunan), a co-polymer of butadipn,.
acrylonitrile. This latter material is generally obtained fr
petroleum or other hydrocarbons, and from atmospheric nitron
Buna N is outstanding for its resistance to oil, age and heat an?"
largely a speciality. Small quantities were sold shortly
war at around 3s. to is. per Ib.

The next step forward was ofconsiderable practical simificanr,

largely shaped the future progress of synthetic rubber, h

1936 the development of a successful general purpose
rubber was announced m Germany, the celebrated Buna S ao
I"ymer ofbrtadiene (about 75 percent.) and of styrene (aboo, 5
per cent.). The latter is a hqtnd derived principally from cthylem
pom hydrocarbons, usually petroleum) and benzene (obtained
from coal-t*). Buna S was intended as a direct substitute for Ht
na”ral product, and was to be used principally in the manufactu™
opyrra. Measures for its manufacture on a large scale were tden

umn ™ -t announcement. In 1939 the outputm
fn | e eventually it rose to.

ftfw This rubber was not marketed bcfe

TQIO u" manufacture,
inofn,r'/r Sa 2.. to 3.. per Ib. Little «
Tn Performance under service conditioni
was >-e«stance to abrasion and age i,
qualitie<i j naturalrubber, but its adhesin
inferior ’ and tear-resistance were believed to be somewha

t A

though costi;,thrt: Vv z Z

1933 utMnfomi**ri produced in the Soviet Union ate
syntltefc P~ducts. The principal types ofSo*
sratta bu7alL™'T S'K-A. Ld™"K.B., ol
agricultural alcohor are [™ pAT™ M 2 ®
whose chemical comnosition J o P™T* ‘=synthetic rubbers

rubber than that ofany other
scale. Soviet sources have claiLri ~ P”~”~uced on a largt

performance ofthese rubbe*w T eaulr™ wmug

rubber, but there has been no jm™ A | R .
impartial examination ofthese clairal
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M~nnrene was another synthetic nibber produced

oosT)i’ne, akm to Ncop » 1930’s, wlule several otﬁer types
4e Soviet Umon synthetic rubber.

was Ibe brg ~ P n .jbber production on any scale

of w ar The development of several other

before the outbreak ot m produced on a very small

“nedes was jemi-industrialised countries, but the

~.e in several industnal® was below 1.000 tons. None of these

SrCtheU c rubbers Acluned any

S i x sirsi’
e '= 2 " "5 ,.-0i» — r::s
' ene and TTuokol output in t rubber Itis often
tod of one per cent, of American the war ;
said that synthetic rubber was gaim g gr
this is formally true, but these figures help to put me
proper perspective. oroduction before 1940

The reason for the negligible synthe p qualitative
was quite simple. Quite apart from cer. naturnl
defects, the synthetic product N experts, and
rubber was seUing around Rd. Lea i S between
indeed champions of synthetic lubbe ' P subsidy general
1937 and 1942 that without a heavy prospective,
purpose synthetic rubber had no imm *N . complex patent
(JiMCe of competing with natural m of one or two
dtuation probably slightly " *“ f importance. Develop-
typesin America, but tins™ ' f - ' ¢ 7,rlv the special purpose
ment work on synthetic rubber, pa m; but this was
types, was progre™ing of general purpose

altogether different from largc-scale p
synthetic rubber. s Av Great Britain, foi

This is the answer to those who *

at the outhreak
example, was vvithout a synthenc rubber mdu.

* Authontativc pronoimccmeiils on Industry ui ~of Mew
empfaadc evidtnce by Mr. \V. S. F.u ariiclfs * «p<?cialy by
Jersey, before the Tfuman Committee . ~ we
UiiT od by Ieading rubber Mr B
Dr. P Schiiowiu. Profo»rd® A

For imunce. Dr-



of the war. After the faU of Malaya and the N Er tl

of a British synthetic rubber industry was deplored and , 1 [
frequent suggestions that the influence of rubber » '
retarded the establishment of the industry in Britain  TT. '"h [ ]
ttons were qu,te untrue, and this country, whichisa heaw ~ "'
ofrefined petroleum and ofgrains, and which is without

supply of hydro-electric power, appears particiilurl

the large-scale production of synthetic rubber. A sy“thetTc'r'lli" '
industry would have been of very little use to tFe Br i
economy ; rather the reverse, since (ifit could havrbcen?
at all) It would have entailed a substantial waste of resourc«

the outset that no . uitjimate goal. It was clear at
second half of 1943 at the carlV/f expccted until the
assumptions fuU-capacit\ wo V 1 favourable
Soon after the e.xpansion of the"® mily by 19«
capacity of 800 000 ton Programme to a projecled annual

JtiesLerrd to “m
but™iene deserve somfe” Serlt:.

butadiene, or hia fewinsfa®*s frrubbers arc derived either from

closely related to butadiene T Iil "bich is chemically

nibher, and while its produetbn B “ g“edient of synthetic
“ can be based on a u X o>

can be produced by seveL °f d'fferent raw materials. It

y a number of petroleum

B G GV material,; , H§Phome yntVtit

mbter mdmtry

DA qoungauwon  Tm « . .

Jlﬁav« le n ,ic accu ecop O,V" ! “fpm™ y. Thepgg?m d'ﬁ'mrmc'ejc
The Eollcy ‘w1 ™tler, .uiBcient for

thene tae, but on an madequaie ' ~7 belatedly wa. alonj



. ..d from natural gas ; from acetylene, and thus ultim-
rll and lime through calcium carb.de; and from

™l rich in turn can be derived from gram, potatoes, soya
jBhol indeed virtually all starchy agricultural
btjffi, (. of agricultural commodities suitable for
rtSucln oThbutadiL explains the demands for the establish-
! lo f a synthetic rubber industry which have often accompanied
AculturaTsurpluses. In 1941 some 70 per cent, of the production
fiilcohol in the U.S.A. was derived from molasses, just under
*-quarter from petroleum fractions, and only 6 per cent from

Before 1942 was far advanced it had become clear that thrae
iirtions would be drastically altered, as the shipping (cspecialy
Liker) shortage would necessitate a sharp reduction m molasses
iBports, while the direct military demand for petroleum fractions
.odd be very large. 1t became clear that for some time to come
thebulk of American alcohol production would be based on gram.
Here were the makings of a first-class lobby. u 4

Two-tHrds of the butadiene capacity

IM2 programme for the prospective output of 800,000 torn
i)Tilhetic rubber was based on petroleum, and about one-third on
jlcohol. At the time there were still considerable agricultura
iurpluses in the U .S.A .. and this fact, together with the not unnatura
desire for a dominant share in what promised to become a lucrative
and important industry, led to great pressure by the laim
m increased share of alcohol butadiene. Further “ mplicano
Jiose as a result of conflicts over the allocation of scarce m ««
and of certain technical difficulties. The combined e ec
various adverse factors threatened to disrupt

At this critical juncture tlie Rubber Survey , [943
Committee) was appointed by President Roosevelt in b
ad within three weeks produced a report remar a e
Imeiiess. correct analysis and the ruthless j
>exposed the situation. The Committee bluntly f
fc synthetic programme was carried to a j ™ xhe
|»e, the U.S. economy would collapse, n to an
Committee recommeuded an expansion of P" vy 0400,
‘nnual capacity of over one million ton;., ¢ r ,.d_ niciital
ofthe types to be produced, but insisted ihatt e jjattictu-kl is
Modifications had passed, since 'any weap ippointment

letter than the best weapon on a bluepnnt . The app

* Grudc oil consists ofa
arc lI>t dm v.tivn Of Pe«~lcum m *11'""



ofa Rubber Director with almost dictatorial power within ,1
ofrubber production and rubber plant construction wa<al
mended. Apart from the specific suggestions, the general
the report and the sense of urgency which ran through it m?,".”"
erechted w,th an important share in the subsequent'uec« ¥ ,K
syntheuc programme. the
The recommendations of the Baruch Committee were imm.H'
ately accepted. In 1943 it became necessary somewhat .~ 01'
down the programme, chiefly because of the shortage of mate*
and labour for the construction of the plants for producingbum S
from petroleum. As. however, the actual output of most of ,h
plants, es®aaUy the alcohol butadiene plants, was shortly to exceed
rated capacities the over-all quantities visualised
&mm ttee were largely attained. The following table summand
the capacity position by the end of August 1944.

Table |

nd U.S. Govemnmt Synthetic Rubber Programme in KU mik
the recommendatwm of the Baruch Commiltee

A(Loiig tons)

| Rated Annual Capadlies

Esliviaud
ugaAmSm 1944 USA. \1M4 USA °
Aol iy 1 ew ., ,airVn/Alk
Buna s . Aj
Buiyl . 0 705000t 735000 1000
Neoprene 69.000 68.000 75,000 73.000
Thiokot 60.000 63.000 | 63,000 70.000
’ rrogrammec suspended
Total
1106000 36000 i 873,000 145,000
W «.:
nDiretlor (19441, and TariH' Coi
mmoii, Jubber (War ( natig Indusu(y Randls)
M

to provide qukX '~tir'abb
success of an intensive rubber scrn*”ii = recapping. The
with difficulties In thp nm « 7 coHcction campaign, together
of this programme. Unexpected diffirr

struction and operation of the e .

s d” -nutyl p|ants and the progiumme

a two-to-one ratio of'‘pelroleum” confirmed the existing Plan for
petroleum and alcohol based butadiene.



o of 1944 most of the output was supplied by

Biffl 1«2 « a because the construction of petroleum
fckol T ;i much delayed through shortage of materlals
i.adif»e plants wA™m these plants
jpdalsobccause th reauircd petroleum fractions had to be
A.eartailed, as some The bulk of the alcohol

There was Utde difficulty with the styrene

e ”‘eTte"gred ient had been produced before the war
"mme as F difficult problems were mvolved,

t:;?;:s:iM rai;toived L er technich”

e interests involved .e

all Buna S (co-polymer,sation) Butyl p
Dper cent, of the Neoprene capacity. In all, TO jK
I'lie total investment in the synthetic rubber
toed from public funds. Though the governm m Aus

practically the entire industry, the plants are P ~.irohol and
Kiicens at a management fee. The butadiene - alcohol
ikstjrene plants are operated by chemical compa (

ising largely supplied by distilleries), the IVactium
fliDts by oil companies (which f ..rcrs the Neoprene
tquiied), the Buna S plants by rubber by sub-
M by die du Pont Company, mid the

adiaries of Standard Oil of New Jeise>. P

pmieshave no specific rights in the plants, of the

riusal at any given price should the government dispose
. m r.xmthrtit- rubber,

As wcU as producing large ° J,,maly important
mtaetiean technical ingenuity P="°™ « products. This
tal of processing this™ rubber mto semcea eAI’WW‘
®I*ct of the programme is olten oveiio nuO-3 ANl miles at
‘fthe century a rubber lyre lusted "5 c.-ipccted to have
1*ais around or below 20 miles ; by ., wiiies, while
" useful Kfe of 25,000-30,000 imlcs at spcccis
I*cost of a tyre per mile had been ic uci teclinolog)’,
W  improvements rcllected the of svnthctic rubber

“pedally of rubber chemistry.lhc enu i
Wers in hnportant aspects from th.it oin.a
“*»nches of rubber technology had almost
*>Pace of a few montlis.



The foUowing table summarises the success of i, .
rubber programme. syntliflj,

Table Il

O,uput of Synthetic RMer in & U.S.A. and Canaia

(Thousand long ions)

A *
®e. oo,
941 | 2-5 z u H
5.4 "5 H

%gj% . 37 9.0 o
1944 | = 'm0 33-6 14 a
702-3 58-1 , 8H
1045 |60 a5y ! $s fm

In oiBcial American parlajice Buna ia |
styTcne ~edj, Neoprene as GR-M <Gavem'iT,\?""K?®
Butyl as GR-1 (Gov-ernmeni rubber—isobutvl®n,. h

m «)| rubber—acrylonitrile based) aK | A (Coutti
fmnah u due 10 the fact thattS'c hem i L | f reference 10 buiadieiie’i,, , S

(.Govrrnmeni mbber-

bffcu'sA”’ S -
" 0"»g » raain . af» I»
uled for ceruii speual purposes ctjarancrlstlcs Tluokol 6(4
authonue,. differr7S?to 2th ? "VmirWic mbber by the
uiKs for frequeiii mioa.

discrepancies between various iigures of acco
- ‘he Amencan synihe.ic production.

rubber requ'iremt"~V thrid fe oM
y - an. h. the .ce

1]
rubbers it I ncMMrvAtoNHT?-*A* nalural and synthetit'

general and special j

purpose synthetics >"he
are substitutes fa |

‘he naturl, p.od™. im td:d T .fnr«»
uses, principally motor tvres T ?

Butyl ) aresupaior to neural . W ) [
aetenstics and tend to displace , in Particular char-
notably where oil and ““ pnrtant usfl,

but they also extend the resistance is specially desirable;
the field over which rubber products can e



the rise O’ SYNTHETIC ROBBER 297

Tt.«c rubbers would not normally compete with natural
orice basis; their superior qualities would ensure them
mecial purposes, even at prices appreciably in excess
J rrp'oduct:® The price of rubber is usually a small
of total cost in such items as tank hmngs, oil hoses, pipe
‘°d in these uses the lengthened life of the product would
than offset the higher cost. ,, mn c
The mncral purpose s>'nthetic rubber par excellence is Buna S,
hi haciunts for seven-eighths of the American capacity. Certam
fte properties (both in processing and in use) differ however,
»lablv rrom those ofthe natural product, and some ofits deficiencira
~ASmuch trouble, especially in the early days ofthe U.S. synthetic
mmmme. Buna S was found to be more difficult and expensive
Tprocess than is natural rubber. More senous is its poor adhesive
Jualit)- (lack of tack), which necessitates the cemennng ispem
bonding) of pUes of the tyre casing or of belting made f™M™ *
mbher, an operation unnecessary in the processmg of natural rubber
In 1942-43 the cost of manufacturing a tyre from Buna t, "m«
K-third higher than when natural rubber was used ; in 194b lie
discrepancy was about 15 per cent. Some of the pmpr «
of Buna S -are superior, others inferior, tonatural rubber , tiie
latter still seem to outweigh the former. The resistance to age an
ibrasion of Buna S Dre somewhat 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 at heavy loads, or o\er P* “ * /r
mhigh speeds ; at high internal temperatures sy~ hetic IUbber
ta strength even more rapidly than does natural and

t)« failures are numerous. The internal heat also pu a se
strain on the cords of the tyre carcass, with a

lelerioration in the cotton fabric. These defectsa

important in the manufacture of bus and lonyyr

whstamial progress has been made in are also
cental difficulties still remain. Some of and
‘sperienced in the use of Buna S m inner ,,
keavy tyres must still be given an A subsdtuted for
'‘®t. of natural rubber, and rayon fabnc must tx

Wtton; even under these conditions the t;r »m,arv tvres,
loaded or driven at high speeds, Heaw ° > an
specially when Hkely to be used on bad Jer tyres,
“men larger proportion of natural rubber. n

Wevcrf can be made entirely from Buna S, and smU



fairly satisfactorily if not driven at high speed F

general purposes where no special resistance to

solvents ,s reqnired, Buna S is an adequate sub.titzz """

rabter tliough us processing costs are usually somewhl vT*
Butyl is sometimes classed as a general purpose rubberfh

performance in tyres has so far been unsatisfactory Itso,,

property IS mipermeabiUty to gases, and it is used for

barrage balloons and other fabrics. Its use for inner X

envisaged It still exhibits certain undesirable proceLil o

ir;s " -y --d Vil
In appraising the costs of the synthetic rubbers produced und,
the U.S government programme, it must be remembered 1 , ??

mdustiy had to be established at very short notice, during a
ofacute shortages of constructional materials and of railroad eciib

”ad to be~"'P-TI considerations of.perating effici vy a,d'

: Dk
&n% M & |orng-penod sgnse inefficient, were at times d%lileel%te
adopted ™ existing equipment could be adapt » o fee T™

in»me irtt°ct n
™gons dict"lH® *e shortage ,f taf
moCenrrf ™ L . w e . .
tions would hav j n°™*“My somewhat dilTerent considera-
te transport rbove~df Prominently, as butadiene is cheap
dictated by the overrid” alcohol based butadiene was
production of alcohol fro «“<ul) supplies, while lie
Shortage ofm oiL T Allthe”~T
and available at"the‘tir “r P“* “hed in deia)
A

actual data are compira.,1 """?®’ 3
processes and to olamc e relate to a number of cliHcrffit

it is reproduced from P nses some of ihc relevant data‘:
has Tarifi' Commission., wuch

* For details, cf. Tariff CaMnm:«i
Jiutitr Direetffr (Aug, 19" * . *
be found on pp. 316-17 bdow. A b u t inoreup.tedate ftrurrtwr



Tabre Il

Actual Costs in May 1944, of'Bum S SyntMic Rubber

Somti 3K Govmment Programme
(Cents per Ib. of rubber)
Sy Ce-pelym.i- Told
saticH
J7ol proces., with pite of
alcohol;
« cents per gallon * 79 49-6
"n advance . 37 47-9
Actual May 1944 . .t/
Beeny &ﬁr gallon _ 79 20-9
Based advance estiraale . 104 ja.l

Actual* . . L]
|ufene-butane (petroleum)

Cre<i,na.e . 8- 2:3 183
Aclual May 1944 . L1277 n

*,hcveo,ld h.yc b,

tooght at 15 cents per gallon
pSoL?rce : Tariff Commission, ofi. al.. p- ™

The cort of alcohol is by far the largest item “ pAf2rf™t
(fbutadiene from alcohol ; processing costs are on y
perlb, It had been expected that f it X r X r
rf25 cents per gallon) would be available
programme at about 50 ccnts per gallon. N
the high grain prices, was a™und 95 cents ru --I>y
te next few years the cost ot alcoho > higher
~cted to be from 12-20 cents per 'b- S™ ™ / molasses, or

%orc. This would have to be alcohol
synthetic alcohol. The cost of gram alcohol

excess of the actual over the

butadiene was due almost entirely to ti . , ig p<rcent, of
»nie of the plants early in 1914, inflation through
Ihc cost of this process are overheads, *
»wldng below capacity, the “ ye include full provision
‘alier in this chapter. The costs n ,n-vcar basis had been
;«mortisation witliin five years ; i = . and
*jopted, costs would have been <enB tes. F.v'-
>rithout amortisation they would “ '= since the capital
Jrar amortisation seems defin.teh too .~ includes in many

cat on which the amorusauon .s caUulaveQ



instances the construction of roads, public utilities ]
instances even the cost of land

The butene-butane process (dehydrogenation of K
the cheapest of the various butadiene from petroleum *
May 1944. and is Kkely to be the most economic °
Mowmg table elaborates the figures given in the la,t V
111 to show tlie range of eosts of this process, as well al thr 1."™*"
on actual costs of amortisation charges and of capacity

Table IV
Bum S Rubier: Range of Costs in May im  usine .
myiro,«.Uon of Bu”leae, and Styrene”f~ ¢Z rafo X t
Fractions !
(Cents per Ib. of rubber)
Buladune
from , Slyrerie from
¥ dehydro coal-tar or
lum Co'poly- genalion of peToUum <
memation butylene fractions
WAWGIEEAToN of investment
LowAi cost in cach category 66 I'5 years
8-22 2-24 114
g1 1559 282
- 12-72 2-40 22«
|L"wac‘;\t‘ tost M tach category ofé%\éonmrnt In 10 years
I?[‘% 1-77 )0
2-46 2188
631 9-87 1-9 1311
- Withsut provision for amortisation
cost m each category 458 98 120
o8 75 214
5-26 702 138
W g
Pmrmla % é)f ;;aBaclt
oM 9N (M) >TMest
o bavmg h>ighe:st c«., 1g§ 149 17
. 57 97
BVersge “cost . -
114
"ITius by ?k{ay 1944 soni
actually produced at a svntlietic rubber wes
cents 1- the average

TIITa v iow aure whi
Cad> c«o 11 . pl.. "



, »fthe most efficient process was below 14 cents, and this
Irstni inflated by under-capacity working.
*Se«to f tic special purpose synthetics, notably of N ejrene.
ten reduced from the pre-war figures of over 40 cen”
®lb The foDowing figures for M ay 1944 are given by the Tariff
~oission- ; they refer to one plant only.

Table V
RM ir: Estimated Cost of Production and Actual Costs for
May 1944
(Cents per Ib.)

EstimaUd Actual
Basis of cost 1944
toonistion of investment in 5 years « 3045
jiliortisatioii of investment in 10 years
Wt provision for amortisation . .

The actual cost of Neoprene was based on acetylene costing
itat 11-7 cents per Ib. ; according to the Special Report of the
ifaofthe Rubber Director, this intermediate material might cost
iily 7 cents per Ib. in the future, and this lower figure would reduce
it cost of Neoprene by about 4 cents per Ib.

Nore of the Butyl plants was operating at more than a fraction
irated capacity by mid-1944, and actual costs are of little ;
Ili generally held that Butyl will be one of the cheapest, or piobaw>
ic cheapest, of all synthetic rubbers, with cash costs as ow as
ttats per Ib,, or even less.
| Early in 1945 the Rubber Reser"me Company forecast th
ah costs of Buna S would ultimately be reduced to
«o«iing to the Companv’s Report on the RubberPropam
«ed in 1946), cash costs of 11-12 cents per
«S*rly obtained in one plant. In 1946 petroleum based Buna™™
AMToduced at a cash cost of 13-16 cents per m

of these cost figures-both those J/ANNhT id ™
Aj®ates Of competent authorities—differ AN 1020
*'939; the discussion is now m ™ ).is come
per Ib., instead of 45 to 73
partly through die poohiig of technical
*r2 and through the free exch.uige ot mior . ' reached

But it cWetly reflects the particular ,cage ol pn«re>.

*  Op. rtf-, p-



around 1939-M, when a number of important Droc«.
producuon botli ofsynthetic rubber and ofits inRredienkl I, ?
developed in the laboratory and had reached small-scair
mental production ; the translation of these into large sal
tion for an unlimited market brought about a steeo reH?,"*"
costs. Under normal conditions this proccss would han™ /
many years_but m 1942 44 it was, as it had to be, eom nrirft’
a matter of mont Pressed iCe

®



natural rubber, 1941-15

Ithough the growth of the American synthetic rubber
Aindustry ovei*hadowed all other developments after 1941,
'maettic steps were also taken to increase the supply of natural
rabber for the Allies.  Ceylon and India were the only Far Eastern
nroducing territories which escaped Japanese occupation. By the
midde of 1941 India had become a net importer of rubber, as the
spid OTONMhofher rubber manufacturing industry had temporanly
outstripped tlie capacity of her plantations. In spite of severe
testrictions on rubber consumption and of the high price offered
ibrthe product, only comparatively small quantities were exported
ifter 1941. L

Net exports from Ceylon in 1941 (excluding ‘ amounts placed
imder customs control at 31st December 1941 ') ~were 86,000 tons.
InMarch 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 (117.) per Ib., 30 rupee cents per Ib.
ibroutput over 90 per cent, of standard assessment, and cen
m Ib. for production over 100 per cent. This scheme prove
Mcult to administer and was mthdra™ in April when the basic
price was raised to b. 2d. per Ib. f.o.b. Colombo. Appeals «cre
Soissued to producers to increase output, but someo  “
fctmctly ambiguous; In 1942 a circular of the Ceylon Rubber
Htsearch Scheme requested producers to take sue ~'P® , 7
-.immediate increase in output.as may be compatible v h the

praen-ation of the capital value of f of several
patnotic duty as weU as good business . lhc H
companies operating in Ceylon stated tn |~ ~ A~

Upping policies were strictly compatible with

“Under the regulation scheme, rubber placed be debited against
IW beTany givenye, culd, at the opuon
*««porls of diat year, ei'en ihough n ,m1»ri. declared
«"Ceylon all rubber lying in any watehouK m IM1 exporu.
«i-ve bee, placed unde, a».0™ control, and to ™um * "
»aa a dldce to dimim.h. in appe.rance anly ,5,000 , ™ . and
pebble .nonn, »

the under-exixjrt™
tom (6 per cent.)



the weU-being of the trees. The regulation macUnerv i, , .

the issue of coupons and of export credits was m.iT- '"S
the end of May. It was abandoned on energetic repre”™ ?
the Commander-in-Chief, who suggested that the 400 men

frr

on rubber and tea confoi work could be more usefuMv
on other task  There was some opposition in London buU v~

"9t
Production in 1942 was 101,500 tons > Npw

secunng further increases were announced early in 1943 %

e

baste quantity. It,

bonus plan was agj”
favour o ”~ » increase

between “ etr[tish?ntpVy “ -- -
a cv¥1arl f?_ ,[“"V o ‘e R.G.A., admitting a,’
Q%Seurgbnegtafnrﬁ)mo»'mem \(,\J:S‘p pL TT e Easis adopted was the
have been equivalentTo iilti"f"n assumed to
excess of this rate qualified fn <=*'m Tapping in,
R-G.A. contention that at th allowances based on tk!
rubber trees ivould last for twentTr™ rate of tapping
the admission of ‘extra wear i f ? “nderlyiiig idea, [
was sound, but the allows “ * allowable expenst |
ofrelease during 1935-37 wrs" 8<='<=ks. Tlie average ratt

then inadequate, and it is difficuk m""

at the intensity of tanDinir accept the assumptioii that

pul Iheic Ucni. lud b<cn paid by Iht pJSScCT



veai-s. According to all available evidence, the
-arises from loss of stan” through root dise”e, or
““T i through erosion, or from the obsolescence of unselected

f iSal and not from the wear and tear of tappmg ; bu
. jpg half-circumference cuts would not

SJ«l°train on’the trees. However, the concession was
T faSd if it stimulated production at a time when every ton

‘CArrroflhfautSS!cw X ofthe U.S. Rubber Reserve

m*nv tTobtain natural rubber from the Western Hemisphere

S e a received far greater publicitv- than did the measures to

‘S p lies from cfylon and India ; but the “

Lhok disappointing, and generally in mverse ratio to the initial

nUdty given to the numerous schemes. The supply o wi
increased notably under the stimulus of

fered; more rubber was also forthcoming from the F'restone

Nation, in Liberia, largely as the result of

L ng maturity. The large Ford plantations m Brazil stil failed

3 jield rubber in commercial quantities, m"jenteen

urtofthe venture. It was expected that wild rubber exp

bzil might reach some 80,000 tons a year, 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 Rubber R*“ ™" "‘Compauy in ~idm g
MiBport and medical facilities, such as - aremla-
lie Extended planting in the of guayule ( or gf

ta), a shrub Migenous in Mexico, yielded a “
rtbtr ; lie results of this project fell short of expec

F~ramme was sharply Bl

(Ublieised venture, large-scale planting ol increasing
« yielding some rubber, proved a “ "P ' produced in
Still very small quantities oi natunil ru *. rum) a
Soviet Union from kok-saghyz j.g  The efforts,

'malslirub yielding about 150 Ib. of rub er p sugglles of
'My by'the British colonial -uthoriUes to maea.e

‘IKcan ~«ld  rubber received Uttle pnbhcit, but

“e fn'- 1,.hher eworts for the
The table on page 306 shows natural rubb

iwts 1942-45 , thit no source of
Tlie experience of 1942-45 .. e-1941 exports

"“bercan yield appreciable giiantitR Sii t ~Amecric.in synthetic

« prices ev™n remotely compeliuve either with Am



the rubber industry
Table |

Maiural 'Rubber Exports, 1942-i5
(TI™ousand tom)

leena . . ' C 0 6 " Nh "
Olhfr'Aftica, [g 18 *
Latm America and Oceania . 23 37

4

Total

produclio?i/4e terftOTL'O'T-rfANT"” ™bber
regulation scheme, and «th it the I R R ¢ “" °<cupation, K,
in existence. In IQ49 fh*, . remained farmallv

nearly*ultim ata, from rndJa nTcevTopT™"
take new planting A< ih#. permission to under-

measures to arrange for few f ¥'meady take,

mittee was of formal interest on1?™" "’ by th™ Com+
was frustrated by the loss nf m the regulation scheme

shere was obvioLly at of“ée f

planting in the Japanese-orrn”® j Prohibition of new

granted to India and Cevlon territories. The permission
“ uchcd in somewhat in-

volved language, was in fact for “ V®

to shortage of material and Sho " A O
on a relatively modest scale  Th piantiic ™ *
m London, but it is understood available:

in India :

and Ceylon fi™ 19« to t

.



[ ] J primate of the N.E.I. native area, which was made
authorities ia 1943. The sirrvey of the native
pblic by the Du* essed considerably before the outbreak
ANT "anefwar of the data is said to have
et e tiroe, which is the official explanation of the delay
“uiredsom said to be
M  "gainst the previous official f.gure of 1,806,516
"f' i Lther data have been published; in partjcular. no
‘ hfpti given of the age composition of this huge area
S it will be nfted, is almost equal to the enUre planted area
rfMakya, estates find smaUholdings together. On this basis the
«.l. natives are easily the largest single class of producer ; ™ tto
ikN E| their acreage represents over two-thirds of the planted
" Here indeed is the legacy of the Stevenson scheme.
The revised figure has received litde publicity in this count™
t e sceptical about the feasibility of the control of new planting
inthe N.E.I. will no doubt ask how much of the additional acreage
«s planted after 1934 in contravention of tlie provisions of the
rtgolauon scheme, which were rigorously enforced elsewhe e.
Moreover, as the additional acreage must have come to bght gradu-
dy since 1938, it may be asked why the N.E.I. nauve g™ ® wa
nat increased, especially as these producers were the only kno m
tte who did not fall behind the permissible e.Kportable amo
The revised figure is thus not without aivkward imphca-

111

Under the provisions of the 1938 agreement, the |
tomake a formal recommendation to the ,-egulation

end of 1942 for the continuation or the ,0 recom-
*r 1943, After considerable dAussion, itwas deuMMWt-eco AN

“send an extension of regulation until eigh

of the Japanese war. The s”t”e bro” d ouflines
formal framework of the scheme unti)
“f the post-war @osmon could be ..esuon, ruling th.it
The British Colonial Office vetoed the Agg™" n

™hber regulation must lapse. O n.

‘ The inade; acy of ihe N an n n *
I (51 L}c cula”glng t%e d-t*bunoi, oi newU iliig ng*is i ]
JB SaJalIy triking i,. .he |ISh| ‘b’ Jjel<i per .urlA,." ulU,,, tte ..t.ve

tha, or the cace. (®
was slightly iowrr lhan lhal ol Uif <>



communique vvas issued which stated *Th,,
DutiA and Indian Governments) have for some fi

constdermg the possibility of constituting a new an7
representative Committee for consultation and 2
mformation. Such a Committee should in X i

powers of reflation of exports, production or Z ,tinr’ “1
fortunately, tn the time available it has not h "8 «m. U]
these.discussions to a conclusion,’and the three?

therefore decided, in the hope tliat it InL be

proposed Committee with a wider membershir t

existmg agreement for a short period of four m
plantation rubber, which was fimi months."i Ths

n=

eventually French particiDari™ . /T ! and
Dutch, American and Frinch cimi “ embers are British, j
French rubber manufacturers, and B a Z Dutcrand'~Ap'™ 2" "
representatives. The CH%HV | Dutcch and F‘?ench estate

fi%ﬁco%wygr?uaq(? %gﬂés 8#[‘”’%0 nled f" ~change ofinforraa.

- far as policy is e/
P ¥ concerned mere seems to be a clean slate.

T>» » w. have 'm0



PRESE.HT POSITION AND PROSPECTS OF
m imusT R r

CHAPTER 19

prospects and policies

elementary necessities are in p a y A money wages
fAsuppUes are doubtful; fr. rnevrsynXu/rubfer
ae lugh and unstable. " » P Ctitive position
indmcryhas been created m the U.S.. « extent a matter for
igainst the plantation industry is to a ¢ . . & policy will

nor is it known as Y« f “ ‘'rain fictor,
It on the future of this industi*. ~e prospects
>mid the general uncertainty which jii > pn.posals. It
and possibilities, and even some tciUati p areumi-nt of
should be remembered, however, that mu f,..datioiis

chapter, as well as of Chapter 20, rests on less sccure
than does the analysis of the rest of the do

Estimates of the trend of total rubber increase is
llazardous. If a continuation ol the pre- of the
iBumed and various curves are fitte an estimated
1920's and 1930's, the extrapolated Hgi This
absorption of between 1J and If mi on A L.a,- whose
isa result of Umited value ; jAred such estimates even
advent and prolonged duration ha diverged widely
more precarious, the actual figures m g  reasons. Long-penod
from the projected trend, and this almost ccrtain
changes in the demand for motor i 0, of rubber wu
to remain a predominant factor m conditions m the
depend on many and varied factorb. influence. In the

U.S.A. are also likely to m AT7,.as running at an amiual
tarly part of 1938 American absorption



rale ofJust over 300,000 tons. In 1941 , ,
and withom some compulso”™- reduction afer W
approached one million tom. Although fluctuatbn r T "™ "¢t
tude alter the entire picture over a few vear, ' j
they would greatly affect the long-period trends

A

chanp, already much canvassed though not veft "1 i

pract.ce, are likely to dintinish therepSmen de rittx o

car tyres. One specific instance is ther X le r f e

tyre with Buna S tread (and possibly Buna S sid uef““ “pPomlI

n.bber carcass, which nught“mueh enhance the Hfe”

tyre castngs. since the better resistance rage a*d b '

would not be offset by internal heat wwWch f e \ e '
Though for a considerable nennr? m rhe carcass.'

hkely to represent the bulk of the absorotion T

of very substantial increases in certafn oth r '

cannot be ruled out ResDondhl/. fc absorption

O”™mpany stated in privafeTeui™ f“:;

ofnatural rubber remain reasonably hi pre
ib. (7TA), they expecteTaT,. '2 U.S. cent, !

«f .

and of latex in roaT eomtrurri ®"

potentialities ofsponge rubber unh™
appreciated before the war sizealil Aegmning to be 1

sumed, and there was everv’reason
various improved rubbers rie T 17« pu* increases." Th:
the increaing use rfhq“ dtn~°" >
i n n oo

Wl%JeIPIhU %y?r{ng%ﬁ?dl Tc?nener r *"cctions.  Even
rubber with materials other th r u* =‘cces.sfui combination
been demanded solely for the 1 Hitherto rubber
?ed rubber compo”nd®'it of the v.Icaa-
possibly be useti

for Its chemical rather than

pmnded y.ith substances other thf ~ P *"'PAP'rties. and ,om
e &

w material for products auite , ru
*e present day, much” Tf, * ' ™hber comp-junds of



psospeots and pol.oif-s

ftbsorotion of rubber for military

A s»tstartial ANber has proved its worth
wirenents modern warfare. A steady though
thTateorption of,bber in civil av.at.on,

evec.W on farm veghicles), and in footwear, .s abo

Aagriculture €SP J 1940 and 1941 was H and 12

rhectiveTy, so that the gcrerally suggested figure of
Alion absorption over the next few years allow
‘N1: ZA~Nfo-xpansiL. The data available at the t.me
i«crid.,g (JajMy W7) of'The potential capacity
ii it present around 1-2 13 Union, say a total

150,0007200,000 tons .n Europe and “t* “ov
rfto-ee.t 1-3 and 1-5 m.lton tons.The ph”ea P

toen. rubber plantarions has n scheme The
ably below the basic quotas uiider the reg”
«allholdi.tgs have suffered ~ comparatively
ofthe mature estate acreage w.ll be . pp established
.ta period of cleaning up ; ytg per cent, of
Aal the areas destroyed since 1941 do ] £1i. These
4e estate area in Malaya and 10per 'V Alpacity  of
tonsiderations suggest that the phys , P ARS
plantadon and synthetic rubber is aroun
oy N while the restocking
For"another year or peihaps V-0 s are coming
demand is considerable and the Far Easter P 7 readily
back into production gradually, cvcrv ton however,
marketable, and indeed badly neece n than at any
exces capacit>- is likely to emerge on a U.S.A. were
time before the war. If the sy-nthetic p ¢ in the more
operated at capacity, and the ped at d r.ite at which
Wily accessible areas in the East ivc rubber supphes
tttrk consumption about equals e”rim.ites of prospecli'e
would be fur in excess of all reasonable
»b*wption.
L- um ~i>? idoptcd to “ifh
Before reviewing the jbc'u-" the probalile cynpen-
‘Jiastuation. ii seemi ~ j-al rubber, and to
.ive positict of synthetic -n. . .gh

most probable outcome -r-



t

«

it is both usual and useful to distinguish between
purpose synthetic rubbers (broadly speaking bTtwel
Buna N and Butyl on the one hand and Buna S on?h
d.st.ncton .s often drawn too shatply. 1, s cert
under fee competition the special purpose synthett

more likely to hold their own against the L f fc
would Buna S ; it is also true that the field in which
with natural rubber is quantitatively much i« imn

that of the nvalry between Buna S and natural

economic principles underlying the choice hf @™ o*
synthetic rubber are tlie same lhethe. Z erai or?
synthetic is to be used, and most of t1fZ hsh T ,T
paragraphs, though primarily concerned wtl
synthetic rubber (which accounts forov T L X hfz .
capacity), appUes also to the other America.

is not the olly'fec*OT *tem iS"*'?2r' *° “lanufacturer

thetic and naU H ubtr Kr”?

synthetic rubber differ, that of tlie latter “

so that a tyre ofa given vol,,m,, . somewhat higher,

than of natural rubber Prn ®greater weight of Buna S

account. I,, the manufeefu™ ->y

«nt. higher for synthetic than f f P"

impoitant are the qualitative diffi ™
“f natural and

synthetic rubbers, which can be »
expectation of the mani.ft« ‘A'Pressed in terms of the life

shouldberemembLd"f2 “
the cost (and . / X RRAVA Y
Accordingly the use of a mor™»
found profitable if the service JAIN?27*'™ =
is prolonged. The spLiarnum'~' pM «a
show this best. The life of certain** O'l-resisting synthetic rubbers
factor IS the life of the rubber u *J
the use of Buna N c,r Neoprene ™ ' Sthened by i
any likely additional cost of these ™IA '
But while tliese rubbers present natural product.
Pnnc,p|cis at work in the ran S same
rubber. The followingeq u S ™ S and natural
bons affecting the compe”‘t“e " o “ '>*Mera-

n °f synthetic and natural

rubber m tyre manufacture.



PKO5PF.CTS AKD POLICIES

it Tyrt cosine bastd m “

T co,cr™:pelpe.- -

£ Other ingredients m [ ] [ ] |
[iviir m o [ ] [ ] .oN labour . o . ‘ 7
expenses - . Otiier e?g>enscB . . - A
Total cost = (C'c + (" oence
. U. Z' - all funcdons of
.»theuc rubber used. ™ p s nibber results from
s H rr,, o s ¥ @

faance as q synthetic-rubber casings, the g
a.dif»-iithetic rubber is to be as valuable & natura
Mlowing relationship must hold,

G+ur+ M+ L+2= (CV + (I-i)/i'> -t«>--7

ftomwhich by transformation

As the life expectation of the tyre vanes mtli tlu*P” f,,c,|Jon of

Buna S in the rubber compound, the value j "
ilat proportion, conceivably exceeding P “k-natural
> lower values ofi, and falling to a single rubber
nibber at very Ugh values of 1 1 P~ iacture of tyres under
compounds only are bemg used lor , ,..j rubbers arc mwed
.he U.S. programme, and synthetrc Should .t

in different ratios for iiglit, medmn * compounds for tiead

prove economic eventually to use scp®  quality of the tyre as to
«Bd carcass (if this should so improve the q

BA ™ |, «l«<».. 1.J* up“



‘THE RUBBER INDUSTRY

offset Uie Jiigher cost), ihea any friven i wn,IH
and almost ccrtai.ily higl.er, values for p thanT
were used. n “ one mix o
The equilibrium price, or rather price ratin
and natural rubber, varies in different products T
and hght tyres being different products for this
pven state of technique it should, howe e , b
the values of /, as a function of k for the movt T
products, at least for the USA and bv n ™ P‘>rtant rubber

the equilibrium ratio between dre pricerofsvn~r®

e

secondly, becauseihe giu ™I ouXe~'Ar

position of the special prospective corapetitivt
wid W M

held that much rf the
capacity might be able to v of the small Buna X
TheireLell™ restince “ ™ government assistance,
tliem a market The Am *'~ chemicals may assure
s ama

these special purpose fubSr?'-
Even if the'eTdrrcanacitv AN 000-100.000 tons ,

year.

It does not follow that an L ‘=*“tmue in production,

would be displaced, since » 2 “bT r *

statutes for other materials * %

displace an absorption of natura'l*'A'hif’ fttbbers arc likely lo
~.S.A. ofpcri.aps

“~bout 50,000 tons annually
«rtain, partly because mosL f It
militai-y uses. Owinc to Ifc «

of production, Butyl has . and expected low cost
ofnatural rubber in the manufii 7®&* r'* “ potential compctitur
suggested below that the olanf” m=>however,
substantially lower than the m pme
and Its large-scale use in tubes is

comMitive conditions. Rubber’ ?“ “ *"™gly improbable under
chief outlet for Butyl; before Nhely to be llie
absorption (6,000-8,000 tons) wT™ ? " *1A"*“ "t-ofAmerican

Much the most interesting ami
® “ d ttnportant issue is that of the

output has been for specialised



ilion of Buna S against natural rubber. While

y it stated in 1944 by one manufacturer

fuse to tyre manufacture the value of Buna S was stil

that of natural rubber, and that if *e eos of

manufacturer was around 15 cents per Ib. that o

had to be at least 18 cents to justify the use of sub-

ifitural rubber h 1945-46 the leading Amencan
itla k siu frankly admitted that in large-scale use (especially
~nufacture) Buna S was still inferior to natural rubber, an

" whTch seems to be shared by both British and Amencan

-y>»m

lufaaure of t”res, ‘and | do not believe that * Y f
ould OTIUngly use synthetic rubber if natural rubbe
ble’ 1t thus appears that so far the superior
i«i age of Buna S has been insuHicient to o be ji . more-
idhesiveiiess and tensile strength ul Buna com” hiolier than

the proeesshig costs of syni.ietic JV -
lliosc of natural nibber tyres. Buna b li* variability
» be more variable than the plantation product, .vho.se

Im frequently been criticised I'Y,"* ' “"“®#“""~.owcver, in many

The compounding of synthetic n improvements
ve>s still on an cxperimenial basis and s LIT  tition rubber
Jcertain. It will be argued below
industr)'is still in its infancy quite as mud . j to tlie coni-
ifitot more so ; but this similarity [*°* ,”°n,bbcr chemists and
pounding of natural and synthetic rubber.”. piaiitation
.Philologists possess forty years of “..ber. Uis
product, against less than five yeais with . w D
«metimes implied by protagonists ol m There
«ccssarily superior to the synthetic ( ar 1 ;,rdeiit
» no ground for such a presumption, assuming
believer in a benevolent Providence must
‘kat nature has so contrived the i.-.opie p . dd.2its ol tiie
tree //«,, as to suit ., m\ber is niore
American motorist. The very ve.sau 1, ..pecalisa-
liWy to be a liability than .in asset... f produc.g,

tion. With mud. linthc- p.-og.ess .n die 4



compounding and processing the synthetic material a , k ,

of specific rubber compounds could be develonpd 'T'fin

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 ofthe market for tyre and general purposes Th T

range of prices of the two products under cSmpetitil 7 "1~

must now be considered. petitnccondiln,
There are a number of forecasts of prospective costs nf

puiyose American synthetic rubber, ranging KneraUv u""

to 20 cents per Ib. ; more recenti; the*rei S been a "

reduce the estimates, and figures of 13-15 cent. hT

«

reduced by mid-1944 CoW I n“ "’ . X
between ]4 and * o i Dewey predicted po.?t-war costs a
me'Ko"-""* f

efficient plants worW ITr
Spicial Retorl I, Tn«} . capacity.» The authors of It
W)

suglgsested after a caviul "Chi . .
costs that arfpr rk eview of ihe mam factors likely to aff
of petroleum based B,,,a S

could te e™ecteS ,,, T
leading rX er 1 f' cents per Ib. c.i.f. Akron (ti
mates @™e L H ©ere U S-A-) | their iiu-
asumptioiis. Though somewhat optim\e,
estimates are ruT, N » ""“"gin of error, th«
had been gained of Suffi. ient experienct
to suggest reasonable
PccUve costs of production ° "f pm™
based operatiom where n particularly lo petrolfuB
were working at, or near, rated
mEstimato”of thc1t” “o 13« i
p— 1
liclc_ liy Mverai»
my diaiinian of

Dinsm.irc, vi«-presidwt



. since the costs of these processes arc much less influenced
Aariations in raw material priccs than those of the alcohol

**A**'orto”o>"charges are hazardous to estimate, as the economic
«..™ Ktation of the plants is difficult to foretell. A piece of
| equipment should be written off by the time the market
t he product disappears, or the total cost of production from
m  cauipmejit is le5 than the prime cost of output from the
Itine asset. Amortisation costs as high as 6 cents per Ib. have
hail sueecsted for synthetic rubber, on the basis of an mvestment
Sout 600 doUars'per ton of annual capacity and of a five-year
amortisation. This figure appears excessive, as the hfe-expectat.on
Vthe whole investment (indudjng roads, public utilities, etc.) is
srtain to be more than five years. Moreover, under normal
Stions the cost ofconstruction is certain to be le,ss, while improved
design would lengthen the hfe of the plants. Amortisation costs
ire nevertheless unlikely to be below 1i cents perlb. onany re”~n-
ible assumption, while another half-cent is a conservauve Btimate
fcKUing charges, management fees and royalties, so that for te e
ilems at least 2 cents must be added to the estimates of cash costs
given in the preceding paragraplis.' r lo ict rente
It would thus appear that estimated all-m costs of - _
pel lb. md.~nd.) of Buna S arc the lowest which can be ™ .
~ected in the Lxt few years ; such kw-cost Buna S is mwe
to be based on petroleum than on agrii-u ura
.dmate allows for an appreciable further
present levels as a result of technical j *'~~ X ound
roponsihle estimates in the U.S.A. visualise A
13-16 cents (Hd.-9\d.) per Ib., excludmg a retn™ ° P
Hbcral allowance for Uie effects distant future,
Jiistificd in such a very young >""tiy m revolutionary changes
further reductions might be possible, ai

hK*r nlanls_js t'ftcn unncces-
R

* Discussion oflhe anu>rtisatio» chat«« of ~-n Government will

“rily confuscd by iprruiiviioii about the pm thesf, it will not aRccf
weniuflly dispoKC of the plants. haievfr p Joj,g.p<riod svipply pn*  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 thatt.mrnid e c however, affect costs ad the
n*pply price during the penod between exaggerated, w the d*e”e
mplacement. The iniportnnce of th.5 maue M s0,able price is ualikely to
ho 1 Tupu, .i be xpcced ov, .h. «o,»uc

‘®pr«ent more than 2J ccius
of the planlj.



tht. ,ND,st, v

in teclimgquc may have lo be
cannot be expressed quantitatively.

L L :r,rsr
elicit sufficient natural rubber to satisfy world * "dilioo,
words to estimate the supply prie? ,r | N tfe
natural rubber. Even allowLg fS unrT "rx e ey g
the Far Eastern territories, it appears possible ? ?* »

which would suffice to indicate tL r L ]
™ “f “aturl

njbber against BunaS. ThtopthTL
adequate weight is given to two obvTm, jrrl “ta

smallholdings account for over onc-hilfof
thus well over one-halfofthe canan'tv N2 planted area, ad

yields on smallholdings exceed fhos i unrestricttd ;
4at the plantation ifdmtxX | tl , ™ n
When the importance of the smaUh
lw appreciated that the cost, nf is recognised it .rill
productive capacity of natural °"c-half of tht
or almo.,t nil*» ATarge p t'f Tu 'l
the N.E.l., can be acreage, even in
The majority of the fa/W recourse to outside labonr.
fnd Borneo in the mid 13 . Z'™"™ "% ™ty in Sumatra
by the owner and”? 'T h
that the dependence of tJ f gradually being realised
been greatly over-estimn7/rf w hear lud
an official ME./. Vaftw ff 1 “ plicidy stated in 1934 in
300,000 tons ijj the jnrino- T exports at an annual rate of
by 6milv labour The s"hP™duccd .dmoat whoilv
when the penal special e, =T
fomeo i, tt., Aumarn and
labour ,t wai- «fnerailv .n " PP-®
and i, ' (ww. o'-ofcw
and V, "~ .o -1
c«o, but maarket, Nai
Th*as, aamv be Zarrclv miigpdd

6 - SR -8 |1



« or medium holdings very frequently rely on outside
“they generally require labour for tapp.ng only (often
“hare b~is) and their cultivation costs and overhead

peid 0" A n
T TtheTmallholder incurs few or no cash costs the supply
T  lholders’ rubber is positive, since at very low prices

pee of stn. infgrior are not worth tapping, or the cultivation
roDS becomes more profitable to the owner or to the
r xamtaation of p L performance .-ill help to form

O hrsupply price. For this purpose It IS necessary to
r kto iieTeriod immediately preceding the introduction

iMk back to ™ P , 1 recalled that in the spnng of
datyear HEN. 1l gyport were at anannual rate of 30,000,
@ and were rising 'W'P'd V> ! n around
bniily tappmg only. At hat J favourable
il-Sid. per Ib. with a f 60). The Malayan
tOsterling than the present rate J. -g 300,000 tons at
nnallholders also produced at an g (almost
di« prices. The combined exports ofS-™ ;" 30,000
eniirely smallholders’ rubber) at the non production
a year and were also ns.ng ve” trtIT ~rneo Suring the
of smallholders m Ceylon and Briti.h . . at ;in annual
«rly months of 1934 can be conservatively estimated
rate of 35,000 tons. N Ihnlders’ outp>it at very
The early part of 193+ thus saw and
warly 700,000 tons with a huge areas of N.E.l.
production was still rising rapidly. - Aj-t, again largely m
iiadvc rubber reached maturity ony .ntrments, had next
iioWinga whose owners, X X
.0 flo coats OFHOCOH\}V“'I”' InSiamand”~.MAM,

. iture in the early piift f . a r-
rubber was still immature w

@ smaHiiolderT' rubber expandé'\cl -rrb'ﬁLHh’\- "o
Bipplv price deciincd—in the. instanri®

peitiy as almost r-, destroy ~
car. bevervc oniwrvarh?®"*1*"

Lnndon prii'.e of hi
Hv nssulttd in !
i5r,,i4''_;ij;.0,0(.0 - v
Tkx: mppi* ‘'v>-e
CIny' &jjie3r  'jr "




ako produce theirown food requirements
.ndependcnt of tiic price ofrice ThTjl is lar.,
most smalllioJders in Maiaya, Borneo and i

need to buy rice, rubber eulti -ation iL L , ™ °fh!'
producers that they can be expected to re un,“, *
commod.ty S marketable aga™i. tiT, h* "o « tt
1946 Malayan smaUholders’ production w ™ her of
of about 310,000-320,000 ton? in Spite o™ h *
an acute shortage of coagulating acid verv h,

ment and of consumer goods and of « *Sh prices of equi.
cultivate foodstuHs. N.E.l. "tive cxdoh"®
at a rate of 300,000 tons annuallv [ ] *3 k™ dso
transport throughout Sumatra and Borneo”-" of
of these exports had to run a Dutch navA'h r T T “

tie price of rubber was much hth~ |V ~dAtedl,,
ports of shipment) than the leS s~ f" ; P“ 'b. fch!
the price of rice was about fifteen ? u “* m'e'Acussion.  But
short-period scarcity wluch should O'ving toa
Moreover, many N.E.Il. producer, 1948-49.

Smgapore price as the shipp,,s had t f "'
VAU gt “ "p~-sated for the

specially of vegetable°~o"Is"mav Products,
Itnn\ ‘m™m rubber to '*“ourccs ., f both
unhkely to be of quantitative im cultivation, but this is
reniain a crop ideally suited Rubber is certain to
brfore, it willbe larKcir*n « rene 9" by smallholders;
-A>ly marketable, and® req™ ";7 " “ > from weather risks,
alternative crops. With pric« ,r ) "'cd  work than most
counfries (including freight " t p" c.i.f. consuming
Wore the war), rubb~h I agai,,.s, about
“ometrally assumed that the f attractive to smallholders.
Stnal holder usually spends u! “"'P “ "moditics on wliich the

sm hh f P~obab e witwWn " T "'
<“ -m'holders may be te~p:"y h
! handicapped if the authoriries

»ra " bhZ
Pt tm iU srally aj,, A m/it/j e



tntial treatment to estate labour in the distribution of
d uf consumer goods. This is the policy pursued in
at present (early 194-7) but it is not Ukely to be a factor of
"fUriod quantitative significance.
rtlv on a longer view, a further factor of great potential
Sice needs to be remembered. The supply prices so far
T refer to the unaided efforts of the smallholders ; mdeed, these
Sicers have been handicapped by an unsympatheuc official
ie of which many examples have been given throughout
study.* Should high-yielding planting material, especially
Lai «d, be made available to them, the supply pnce ot their
rabber would be substantially reduccd. Output per tapper and
wracre would be doubled or trebled, and every time a new rice
Lring was opened in the N.E.l. a high-yielding small rubber
plantation would be established at no indmdual or social cost, in
.Maya too (three-quarters of which is still under jungle), ample
imd is still available for the extension of the planted area. With
liigh-yielding material the smallholders would find it worthwhile
Dproduce very large quantities of rubber (possibly several un re
ilmisand tons) at, say, per Ib., delivered Singapore ; the in-
credulous are referred to the unsuccessftd attempts to contro i ...
native exports during 1931736, by taxing away almost the whole
Dftlic price.* It was suggested to the xvriter while m
ike government should fell and clear large areas, preeia y y
mechanical mcaiis, establish small, high-yielding
1 lease or give these to smallholders as part ofa po icy o -
treefficiency of the M alayan rubber industry, a. well  »«provmg
the standard of living of the local population. uci Nt
would greatly strengthen tlie competitive position o e
Jiolders, and also that of the whole plantation
Estimates of the prospective supply price of estate r

* Atthe lime ofwriting (January 1947) (Uc provfeions
toUc.imallholdcrs ihau ever before, wiiii the mai.icen<*nce ot the n
frubber restriction and the prefcrenlial ireatmrnt .i, policies arc
‘aiwrs are discusscd in the conduding ch.ipu-r of this >u<> niodification,
to prevail mudi longer, the argument” of thr srnallholdii® wde
'] asufRcienlly unfavourable ofRtial policy ruight even \{abva and in
industry, after first impairing loinpctil.ve ..f smallholders’
*' N.E.I. offidal policy wiU” a crudal inBucnce on the suppls pnu®
and ou the prospccts of the sinallhc-Iders. important lactor,
Ai well low prices the frciglu to consuniiiig prit-r At high”
~ i* safer to ctimate U.c supply price in terms .<"rted by
ay above 4d.-5<i. per Ib,, the «mnate is n<t likel> i exorbitant lo-els

in frdghta wluch do not pre« very heavily ou rubber tmk.
‘«mched



the rubber industry

much more hazardous, particularly because nr ft.

conditions in the East. Yet it seems possible to

Ktmiates, even though they are subject to a wide

The areas destroyed or ruined as a result ofthe *3"® "~

are now known to be small. The cost of ji wu, " " patioii
areas may prove heavj-, though itis not likely tobfc 1™
fand of compensation is likely to be forthcLin,, ?

nient, while many sterling com}lanies have substantiTc, ?'
While rehabihtation costs vary very sreatlv j
and properties, they are unlikely subTtantially to affemh”J

of larp quantities of estate rubber, and they need

‘T

levels™INMta'ul™

parts of theCntry wirvrrbL?" b«wee,, differe.

level. In the open market fhIP T f-
outside the ration was about ten
These high pric« relrteH h V -
charged on *rb Lt oflvw f  ="«essity ; they were
unrelated to the cost of production " t[
of labour from India Tnd th~INH
insist on various

as a prerequisite of*h

Indian GoTe~ Lt

Indian labour should tec.™*” |

as it is difficult to visualise so Teat an®*
and social conditions in rural M H =™P™"Omcnt n, oconomrc

Unattractive. The Kfl Madras as to render emigration
to supplement the labn?A*" authorities may also be in a position

bought by Indian worken

M e

Governmer:tis likely o

*' conditions of Indian labour
But unless .he

emigrationaltogether,

from South China and frorJT'h
selves seem also less reluct™ |
*ey have been in the nasr' r
China, estate operations h=
scale. and there is at nr

or from Annam and TnnwT" m
growing districts of Corh’
The resumption of intemil"
wages, in these territories is
settlements still to be reached m

rubber are also likely to be fact’ POt
ence, and from the limited alt""™ Ao™ Malayan exp@i: \i

ernative_ occupations in the densely
W

Malays them-

employment lhan
N-E.I. and in Frcmli Indo-
‘jubslantial

"'N"ation from Java to Sumatra,
""w*'>n Ind.i-Chi.ia lo the rubber-
.“’*.aid Canibodja in llie south,
and therefore the level of
‘““ucnced by the political



, of Java and northern Indo-China, it may be

1 money wages in these territories'may settle down

-Ant rwyelrs at about double or treble the 19M or 1941 rates
“iin Straits cents or in pence, though in view of the political

“S S fe throughout these territories' this estimate may be

"VIMtrbe'expected on general grounds, the increase in
,Mes has been much less. The general presumption was
tTrthencci in the rubber industry, as a number of former
1 were likelv to be attracted by the prospect of playing
foart in the reconstruction of the industry. Moreover, the
Lrait for a planting billet is usually of speciahsed qualifications
and inclinations, who, if the industry is not prosperous «
“ and may have to, accept a salar,® which does not reHeet full)
general rise in wages and salaries. It is thus not
inthe autumn of 1946 planters’ " Furthe®
were only some 10-25 per cent, above the 1940-4 Frx
increases can be expected, but these are certain to ag

“1.T i;ow 3.ary to return again to 1933-34, since costs under
rotricdon are of little value for a discussion of costs “ P
live conditions. At that time many company cliaiimen s

.ilh a London price of 3d.-3id. their companies could n., ke a iaii

profit; in 1932 several stated that they could do so a

average cost of production of the sterUng , tagl\
ranrm to tlie Cmimercial Research Dcpartmen o *e

wa, below 3d. per Ib. in 1933 - this J the
small allowance for depreciation) w.as an ovei-a n

costs of several hundred companies with a tntal "u P , ,, ,
100,000 tons. A price of 3iJ. actually released a Stnek Exdi..

boom even before restriction nrgotiatmns had sar ' j
0fl932-33 were based on very low salaries and - "
wages. On the other hand, the entire "“'P"" " ,,went of
unselected seedhng trees and harvested before le ni3ir,. It
RIS ES0RRTIY SERBIN 4t i r by ir iiigh o "o iiES e
the introduction of high-ytHding ¢ rxnd
confidently expected to absorb the iiK-vitahU i - n

and thS in the long n.n est.tr m.t. need n>t =
1933 icveb. A rise in wages such as ha= ncnirr fnrtlier

clearly not contemplated in 1933, nor. fowrvpr.

Ci. Appendix ...



Estate wages and salary rates mav hn
to setUe at about 3i-4 times the 1933 levels Zar® “ I« "““""
have nsen by a somewhat higher proportbn’vI P ™ > > * |
salaries will probably be substantially less ~ Tlii, d ' »
imply that wage and salaiy costs per Ib will hat
hke the same proportion. Quite apart from th ~ "1™ «»>"g

wpTM

ments reviewed in Chapter 16. th~ inercTe n
hasinitselfalreadvicdtoimnnrMr.® ‘vages and salaries

nclin Malaya. The full spiral fourth danrtrpD *

1t

r.« cr o lir L o ir
increase in salaries

is likely to lead to wider em I¥n*

positions ; there is scope here fcTn”*

These considerations suggest that i . »
were introduced for some wars in /  P<=iad of price competition
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rate at a fraction of its capacity. On either alternative the
Sculties would be very great, and a re-cstabUshment of reflation
tfould not solve the problems of an industry whose capacity would
¢ many times in excess of absorption for many years to come. A
Iwler stock schcme, advocated below for more prosperous con-
(jiiions, may still prove the best solution. The blow to the economies
(ffihc Far Eastern territories would, however, be so great that a
latriction scheme might have to be accepted to compensate both
producers and their governments with higher prices for the loss
cfmost of their market. It should be accepted only in an extremity,
-ince there are few industries which need a period of price com-
petitionmore than does plantation rubber.  The closing of the U.S.
Tiarkel and the resulting contraction of the industry, would sooner

later confine operations to the geographically more favourably
traced smalUiolders and to the lowest-cost estates ; for the latter,
rubber would probably become a sideline to tea, palm-oil, or
ieifee cultivation.

The political and economic consequences of such an American
policy would be far-reaching, and would necessitote, both through
icir direct effects and their symptomatic significance, important
djanges in British trade policy. These cannot be discussed here,
hutthe wide range of repercussions should be remembered. There
TQdd have to be a re-sliaping of the economic structure of the
nibber-producing territories, and the costs and stresses of such a
change would provide the principal justification of a restriction
Jcheme,

The advocates of what may be called the moderate policy in
ite American synthetic rubber discussions admit that past events
justify a reduction of America’s dependence on imported rubber
supplies. The adherents of this view point out, however, that the
tstablishment of a huge synthetic industry was essentially an
®ergency measure, akin to the expansion of the aircraft industry ;

add that a recurrence of the 1941-44 rubber crisis could be
“voided without the domestic production ofall, or most, of American
~uirements. The general suggestions are for the maintenance in

U.S.A. ofa large revolving physical stock of rubber, equal to at

one year’s absorption, and preferably to be expanded at times
effects would be lai~cly the sanic if natural rubber lost the U.S.

n succesaful coinpetiiion of the synthetic product or through exclusion
political reactions would be diffei-ent.

doublfiil coniiagcncy of succesalul synthetic competition would

lionVh o ol'at least a partial t*versal of fortunes, while the dctermina-
toaintain a large domestic s>'nd\etic industry would be quasi-permanent.
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ral rubber absorption of about 250,000-400,000 tons. Com-
fpd natural and synthetic rubber absorption is at present (January
S 7 at an annual rate of about 1-3 or 1-4 million tons, and the
bestestimates over the next few years suggest an annual absorption
?£he order of 1-5-1-8 million tons. Assuming a synthetic rubber
production of about 400,000-500,000 tons, absorption of natural
“bber is likely to be at an annual rate of about M-1-3 million
toss, which would be approximately equal to the high rate of
ibsorption of the years 1940 or 1941.

This is not to imply that the difficulties of the industry will not
begreat. Quite apart from the physical, economic and political
jiroblems of reconstruction, there will still be much excess capacity
gid many high-cost producers to deal with. Nor will the main
ktors underlynng the instability of the industry have disappeared.
Thetwo developments likely to bear on this last point are the rise
of the American synthetic industry, and the acknowledged huge
expansion of the acrcage and capacity of the N .E.l. native producers.
Bic substantial Buna S capacity in the U.S.A. is likely to set a
ceiling to rubber prices. The rise of the N.E.l. natives to un.-
diallengeably the largest single class of producer is likely to increase
(he elasticity of the total supply, since the output from these
~oducf-rs is fairly responsive to price changes. These considera-
~ns suggest some diminution of the price fluctuations which
V@ild occur under uncontrolled price competition. The Habihty
toprice fluctuations is, however, likely to remain very considerable.
The dependence of rubber on the American motor indastry, the
instability of the U.S. economy, the irrationality of organised
Fubber markets, the plasdcity of w'ages and salaries in the producing
territories and the inelasticity of supply of a large proportion of the
total capacity can ail be expected to continue, with the political
‘Uncertainties in the East an added factor making for instability.

The major problem of rubber poUcy thus remains : the elim-
Jttatiou of excessive instability without stereotyping the industry.
The 1934-41 regulation scheme not only failed to resolve the
~fficulty but it actually secured the worst of both worlds : it froze

industry while permitting wide and rapid fluctuations to
Antiiilue. The attitude of the producei-s has altered litde since
N33. Addressing the annual meeting of the R.G.A. in April



of international tension, together with the continued produ
and use of, say, 200,000 tons of general purpose synthetic
annually, if necessary with the aid of a government subsidy «~
the maintenance of a further reserve capacity capable of resm/
operations at short notice ; and for intensive research into ?
production and. processing of synthetic rubber. These measure
together with the experience gained during 1941-'14, notably tl'
necessity for early action in times of danger, would provide anpit
security. Such a policy would also put a cciling on rubber pri%
and ensure that the U.S.A. could not be charged exorbitant prica
for its rubber imports; this would remove another cause d
American apprehension.

A policy broadly along these lines has recently (July 198\
been recommended by the influential U.S. Inter-Agency Policv
Committee on Rubber (Batt Committee), on which all interested
government agencies were represented ; Mr. William L. Batt a!
former chairman of the War Production Board, was chairman of!
the Committee. The lucid and well-reasoned report of the Bat’
Committee is a document of considerable interest, to which M (
justice cannot be done here. The principal recommendations aci
for a continued production and use of about 250,000 tons of general
purpose synthetic rubber annually, and for the maintenance in
standby condition of an annual capacity of a further 350,000 tom
The Committee assumed that enough special purpose synthetic
rubber would be produced without government assistance to
satisfy the requirements of national security, but that little or ro
general purpose rubber would be produced without such support
when natural rubber was freely available.

If a moderate policy prevails in the U.S.A. the prospects of
the plantation industry are reasonably hopeful. A liigher level of
U;S. industrial activity than in the 1930’s would compensate for
most of the loss to synthetic rubber ; it is clear from the experience
of 1940-41 that in a prosperous year the U.S.A. could easily absorb
as much as 850,000-900,000 tons of rubber. Even without "eater
American prosperity, the secular rise in the demand for rubber i
swhn likely to offset the partial loss of absorption of natural rubber,
though it would be rash to dogmatise, since the effects of thf
devastation in Europe and the attitude towards natural rubber
imports of the Soviet Union and of the Soviet bloc generally art
difficult to evaluate. Synthetic rubber production in Nor*
America and the Soviet Union may total between 400,000 and
500,000 tons annually, and this may represent an annual loss a
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1942 the retiring chainnan said : ' There will be room for
(natural and synthetic rubber) in co-partnership with our frigj®
in the United States by post-war agreement on much the same C
as the International Rubber Regulation Scheme.” In October 198
Anr. Eric Miller put forward the same suggestion at the annual
general meeting of Messrs, Harrisons & Crosfield ; this he dd
twenty-one years after the Stevenson Committee, of which he hed
been a prominent member, had declared diat ‘ a policy of restrictioa
can only be a temporary palliative " ~; restriction was in operation
for most ofthe period since tlie Stevenson report, and its resumptiGn
is again proposed.

The Wunt tioith is that a period of price competition is 1
overdue, pardy as a spur to efficiency, but also for a classificalion
of the relative efficiencies, in terms of long-period supply prices,
of different classes of producei-s. The importance of the last point
will be appreciated by considering some unresolved issues, such &
the supply prices of natural and synthetic rubber ; the relative
competitive strength of estates and smallholdings, of large andj
small estates, of the different producing territories, and of various
methods of cultivation.

The probable tendencies likely to emerge from several years[
of competition deserve some consideration. The competiive
position of natural and synthetic rubber has already been reviewed
in this chapter, and repetition would be superfluous. Within the
plantation industry’ the smallholdings would almost certainly gan
considerable ground at the expense of the estates unless discriminated
against by adverse oftlcial policies. Estate methods of production ]
are so much more expensive in terms of money, as well us of labour
and capital, that under competition the smallholders would meke
substantial headway. They gairicd much ground until the advent ,
of regulation™ but for whose introduction they would have made
further progress against the estates. This is obvious from a con
sideration of the methods and costs of these two major classes of
producer,and the conclusion is confirmed bysuch empirical evidence
as the rapid increase in smallholders’ production after inid-1933,
the performance of the N.E.l. 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 weakened the position of the estates,
Considerable sections of the smallholding industry, especially
owners with poor-yielding properties relying on outside labour,
may find their position further weakened as they may have to offer

*Ctnd. 1678 of 1922, para. 14.
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scale can only piay a relatively minor part in rubber prodnctioi.
as otherwise the smallholders could not be such formidable com'i
pctitors.  Though it might be argued that among the estates the
larger producers are more efficient, it would appear, first ih]
generalisations about the economics of large-scale production L
rubber growing are unsafe and that some of tiie proposals fori
reorganisation are undoubtedly quack remedies ; secondly,

only several years of free competition could really establish te
relative economic merits of the many different types and units
which comprise the estate side of the industry ; and thirdly, that
it is most improbable that spectacular cost reductions would be i
achieved by increasing the scale of operations, and probably no ¢
economies at all through operating units over 5,000 acres. !

The really important technical economies which may prove'
essential for tlie survival of a substantial part of the estate industry
must be sought in other directions ; development and use of very !
high-yielding planting material (which would reduce costs per
pound by 50 to 70 per cent, compared to costs on unselected seedlbg
estates) ; or some radical changes in plantation teclinique, such
as the possible introduction of avenue planting, the mechanisation
ofimportant phases of operations, careful choice oftapping methods,
and possibly the adoption of foresti'y methods of cultivation." But
whatever view in detail is taken of these controversial issues, the
case for a period of price competition seems very strong in what is
essentially an undeveloped industry.

There arc, however, some prima facie objections to price
competition. Under competition tiie estates would find it harder
to accumulate the liquid funds needed for rehabilitation than they
would under regulation, in that profits are likely to be lower.
But in any c”e, with the large synthetic capacity in America,
profits are most unlikely to be at a rate which would enable the
accumulation of very large reserves in a few years. Where
rehabilitation requires heavy expenditure die funds must come
eidicrfrom the cash re.sources of the companies and/or government
compensation.

Under competitive conditions the dollar receipts accruing to
tlie British, Dutch and French economics will be smaller tlum
imder regulation. Here again, a return of the halcyon days of
the past cannot be expected; with restiiction, however, priccs

» Untkr a regime of price compeUuoii the average cost of estate output would, d
co”c, be substanuaUy rcduced through the c”centralion of producuon on
more rfficetit «iat« at aiiy given stage of technique.
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disinterested corporation, with sufficient financial resources
build up large reserve stocks in times of depression, which waj!i
be used to prevent or mitigate ihe temporary booms that cal
such disturbance.” * Since then many similar suggestions haT
been put forward. Lord Keynes has dwelt more than once on th'
wide price fluctuations of primary products (of which nibbcS
presents the extreme case), and has advocated special govemmem
storage facilities—a variant of a buffer stock scheme—as the nost
suitable solution.* Authoritative support for a buffer stock schemj
also came from the British Government delegation at the Ht
Springs conference of 1943. More recently (April 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 stability.* The list could be extended,
Though for some years past there has thus been a considerable
body of opinibn in favour of such a policyj it has not yet been put
into effect. The case for it in the rubber industry is particularly
strong, as being the only device for combining a period of greatly
overdue competition with a reasonable measure of stability. There
seems no reason to doubt its practicabihty, provided pressure is
resisted for prices higher than would be justified by considefatiom
of long-period equilibrium.

If the initial price is fixed at a level not far removed from the
equilibrium price over the first year or two years of the pool's
operatdona, and the managers are prepared to cariT stocks up to
300,000-400,000 tons, tliere is no reason why the plan should not
work smoothly, with quarterly or half-yearly price changcs of a
minor order compared to past fluctuations." In conducting day-
to-day business the pool would act as any large dealer, with the j
outstanding difference that it would be prepared to maintain a ;
large open position. The managers would quote a series of :
buying and selling prices (with a turn of perhaps f)nc-eighth or
one-sixteenth of a penny) for different 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.

*Eammie Stability in the Posl-War World (1945)

*Loin cajculai«si in 1938 Uiai ' there has only bern -jne year in the
ten in whuh the high price of rubber cjccceded th*- low by k-ss than 70 per cent. Tt
average acess 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 at some other date in that vear ' * Guvcrnrnent Storage
of Foodstuffs and Raw MaieriaU  Etonmic Journal, Sept. 1938.
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tiiat the strongest opposirion to buffer stock proposals has

in the past, and wiJl no doubt comc again in die future. There”
is not hard to see : the speculative business of the market wSh
vanish, and its activities shrink considerably. But none of?
useful functions would disappear. The ready marketability of
rubber would hi no way be impaired ; it would continue to bt
easily saleable in the ulterior of Malaya and the N.E.l. As befort
the shipping, grading and sorting of rubber would be Ugew
performed by dealer. Some dealers would close down as thci?
would not be enough business to go around in the absence of
specidation, but others would continue their activides. As hes
been shown, the rubber markets have not in the past reduced the
violence of the price fluctuations, and the professional participants
were often engaged in misleading the public in order to obtain
more business. As the buffer stock scheme visualised here would
enable the market to carj7 on all its legitimate functions, there
would be no need to regret the disappearance of activities which
were of negative social value.

Vil

Thus tlie policy su~ested (after the end of the temporary
scarcity) is for a period of price competition, coupled with a buTer
stock for the elimination ofexcessive price fiuctualions. Conditions
can, however, be visualised under wliich regulation would have to
be introduced again. Two contingenci® which might necessitate
the resumption of restriction have already been mentioned. The
virtual closure of the American market might justify a temporary
control scheme, though in such an eventuality a subsequent early
acceptance of competitive conditions would be desirable. Again,
if the economic system of the future turns out to be largely mono-
polistic, it would be unreasonable to ask the rubber industiy to
pursue a different course, and after a period of competition a renewal
of restriction would have to be accepted.

There k another contingency which might force a rcuini to
restriction. In the past the oflicial American altitude lo forinal
international commodity agreements has varied from indifference to
strong opposition. During the last few years, the U.S. authorities
have given their official support to several international commodity
agreements, including at least one {coffee) covering a major US.

prirc provliion of hedging feciliucs for manufat by
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the desirability of periodic im partial investigations into etae  «
of production. These would be largely unnece”sar>' under con?"
petition, but would be useful under restriction, especially if ]
prices envisaged were to be once again linked with the ‘avera? '
cost of efficient producers Lastly, whatever 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 into production and processing '
will force the plantation industry, whether competitive or controlled’
greatly to increase its expenditure on organised research. The
industry will not be able to expend sums comparable to those spent
in America, since the resources of the producers and of the local
governments are much smaller. Nevertheless, research on a more
ambitious scale than before the war will be necessaiy if the plantation
product is to continue to compete successfully with synthetic rubber;
unremitting efforts will be required to improve the quality’ and to
reduce the supply price ofnatural rubber. The widest distribution
of the results of research will also have to be ensured ; as already
emplmised, high-yielding planting material must be made available
to the smallholders, since it is probable that the answer to synthetic
competition lies in rubber at the lowest possible price, which
means smallholders’ rubber together with the output of the more
efficient estates, supplemented by a reliable supply of latex and
possibly by some m~ified or special rubbers.
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By September 1946 tlie smallholders were producing
annual rate of over 300,000 ions, which was higher than at®
time since the eve of restriction. This was in spite of short™»
of outside labour, and (partly because of tliis shortage) the
tliat somewhere between one-quarter and one-third of the mat®
acreage was wholly untapped, and part of the rest only liJ
tapped. The estates with only one-half of their labour force \ »
by Sepiember-Octobcr 194€ producing at an annual rate of abo™
270,000 tons, or three-quarters of the 1941 level. They also had
very large areas, including some of the best budded rubber, sdi
untapped. Considerable economies in labour had been achieved
compared wth 1941

Experience suggests already that these large yields cannot be
wholly ascribed to flush production (the result of the resting of
the trees) either on smallholdings or on estates. In a few districts
yields on some smallholdings have reachcd an annual rate of 120G
3,500 Ib. per acre. Though these very high yields are partly due
to flush production, the length of lime which has elapsed since these
areas were re-opened, and the observed condition of the trees,
suggest that pre~us ideas of smallhotdere’ capacity may. need
further substantial revision, possibly well beyond the levels suggested
by the results of the smallholdings enquiry of 1931-33.

Against this rapid recoveiy of output, both on smallholding
and on estates, the official policies at pre.sent being pursued arc
such as to threaten not only the future of Lhe smallholding industry
but also the survival of the Malayan industry against that of the
N.E.I. They also jeopardise the social stabiHty"of Malaya.

By far the most important element is that the planting provisions
ofrestrulion are still (January 1947) inforce, and are being enforced. In
other words, the low-cost producers arc still being prevented from
expanding by new planting.This is tantamount to unilateral
restnction for Malaya. Some of the effects of unilateral restriction
have already been seen in the operation of the Stevenson sclicnic.
lhis, however, was not the only instance. The alienation of land
lor rubber planting was severely restricted in Malaya from 1930

ErnniS! mainlaiti the poation of the high-co3i producen.
production campaign canaot be adduced
T’ replanting .hould also be prohibited. ~Morfovtr,
i rhiu n! “ isuatamed manuring wliich is unncc«aarv for new planting and it
A Sinn production
R «lrs» hai been lifted in

for plaiting 5tUl re.nain, and th«e may It
long-term effects sundar to the ban on uew planting ; cf. pp. 175-76, above.



U r during the Stevenson schcme), wUle”er

Lbberin m ataya increased from 2,45
while in other 6,780,000 acres, so that the share
a iln L totSed oerthisperiod front approxtntately

one-half to about one-third. increase in the planted
Over this penod ‘he": « territories ; inSarawak 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 1"do-Chma from 90,0TO

important of all in *e to nearly 4,800,000
during this penod from about three-quarters

,w.% ith the native area alone -ng

of a miUion acres to ™  Aghj,« Malaya, bat the age
territories »ake very much more favourable
Z "in

a larger proportion of their rubber m

"“ L lo 1S 'tab le epitomises the position:

Table |
Changes in Areas under Rubb«, W2/-40 Percentage
(Thousand acrfs) 1940 as  Of 1940 area
her cent, over 15
1925 1940 of mb el
1,559 2107 e 79
Malayan estates . 1082 1,374 127 %0
Malayan smallholders 2641 3,481 132
Total Malaya ‘321 359 112 223
Geyltm estates 176 280 159 74
Ceylon smallholders 407 639 129
Total Ceylon 080 1567 160 b
N.E-l. estates 750 3,200 425 Pt
N.E.I. natives 1730 4,767 275
Total N.E.I. 540 1370 254 38
All other territories

TIK l«k year of lhc Stevemo.. boom.



Between 1925 and 1940 tlic smallholders in Malaya incr
dicir acreage by 25 per cent, against 325 per cent, in tlic N E?*
by 1940 four-fifths of the smallholdings acreage in Malaya w'’
over fifteen years’ old against less than one-quarter in the NE?
Although rubber cultivation was bound to have spread in
event in the native areas of the N.E.l. and in Sarav”~ak, Siam Td
French Indo-Ghina, tlie rapid growtli of the productive capach
of thesc countries was much stimulated by the policies pimuel
in Malaya.

On any reasonable assumption tlie prospective demand for
natural rubber over tlie next decade or so can be entirely, or almost
entirely, satisfied from the four low-cost producing territories already
specified (the N.E.l., Siam, Sarawak and French Indo-Chlna) if
their mature areas are fully tapped. It is a striking reflection on
the deterioration of the relative position of Malaya (and of Ceylon)
over the last two decades, that in a few years' time it should be
possible to meet the normal peace-time demand for natural rubber
without any contribution from the two territories which less than
twenty-five years ago considered their monopoly position sufficiendy
powerful to operate a statutory restriction schcmc without co-npera-
tion from any other territory.

The long-term competitive position of the low-cost producers,
particularly the N.E.Il. native smallholders, is vcrv strong. The
basis of this strength lies in their planting methods described earlier,’
and in Ae favourable age-composition of their holdings. It is rcin-
iorced by rccent political changes in the N.E.I.  For the first time
since Its establishment, tiie native industry of Sumatra and Borneo

ce”e to be governed by an administration in whose rubber
pohcy die maintenance of the capital value of the European estates

In due course this political change is
bound to be reflected m such matters as planting policy, or the
distnbution of high-yieldmg planting material to smallholders,
ihc position of these producers would be likely to carry some

theTr/"“ u” fm ‘he future government of
menli' daim for a quota com-
In tt'se”c i competitive strength
to Malivfl 7~ 1. unilateral restriction must prove disastrous
in defiaLe of"r of overwhelming historical evidence and
Lin hew governmental assurances this policy is
oneSiirrAfAar” A - uacrea e Ies% than
one-tiurd of the total area of the principal pro ucméJ territories,

*Above, pp, 67-68.



« |lv less than the acreage under rubber in the N.E.I.
A substantially less tna rontrol of new planting,

i : there is to enable Malaya to retain, let
Repianung IS qu been shown in

“one to . 12 above the lowest-cost producers cannot take
jletail in Chapter 1 wause manyplantations, both estates
°ld.'n« are on unsuitable soil. In fact, the smallholdm

andsmallholdings, a ,NVgs thev can plant on new land.

beJ_ X f,™ 3 | esrion related to smaUhoIderquenerally,
jarlier discussion of this "q average age
Malaya there is the added ~cmr

smallholder,
rftheir properties This is shown in Diagram 1
ate much more acute >
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Mr. W. 0. 0. Kaieu, R/I
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position of 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 of age are reasonably generous.

It has already been shown that rubber is a crop hiirhlv j
to the smallholder, who is in fact a veiy 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
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This haX seems in accord with declared Br.t.h

torffrom the major element of the planting provisions there

otC ekments of official policy and administrat,on detrimental

.h~m'IMder First, there is the failure to distnbute supplies
”.d equipment needed for the production of smallholders ru”er
n.e Malayan Rubber Estate Owners’ Company was m u* more
*cessful in providing supplies and equipment “ “>e estat« 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 it that in the summer of 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 of 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
lheir workers frequendy have to pay very high prices for esscnual
commodities as these schemes are not extended to them. Apart 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
10forgo tlie production of rubber which is his best crop, even at the
present very™ high prices of food. Official pressure for food cultiva-
tion has by the early part of 1947 become an important handicap
10 the rubber-growing .smallholder compared with the estates.

fl
The main changes in policy which are necessary will be clear.
Most obviously there is the need for a very early removal of the

' Readers who comidcr Itus an ex.iRgcr.’Hion arc referred to Ueporl nn a Vistt Ubthe
SiJin Cnu'iag Sn<~tlhMing, of M nl1~, Chapler 111 (lo pi.)li*e<l slirrilv). ur T
<etafted dticuaion and examples of tlie nenlii(ence -riid in.-ptitmle .m thr p.irl i>
titmmed 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 of 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-vi IH®
plantations, and lease or sell these on favourable terms'to * *
or prospective smallholders. Short of 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 of small ownership. It is axiomati
that high-yielding planting material, above all clonal seed shouH
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 of supphes and equipment
for rubber producuon, and of foodstuffs and textiles, as well as fora
more equitable sharing of the burden of the food production drive
ihe position of Malayan rubber research will also need earlv
comideration. In the years before 1941 the R.R.1.M. was rapidh
making up ground lost through its belated start, and it servetl the
estete mdus” well. There will, however, have to be a sulBtantial

ofThe T if f W "arch, and no doubt the activities
of the Ins itute will also expand. The potentialities of mechanised

mkhff~ I The Government
mlght foUow the example ofthe N.E.I. Government and own some

iKr estates, operatlng them on commercial lines. They might

ramrins r'** estates of different sizes
ranpng from, say, 1000 to 30,000 acres, specifically with a view
estate “ st* of different sized units. The
S-T. P Reconsidered the commercial counterpart of the work
o hseel? imu - E'-en the large,
Ilai ; H one-half per cent, of world
rasS’r T competitive conditions ; on atiy
rubber Drori*™i* ™™ size of the operating unil in
Someecon compatible with pcrfect competition.
imUrthr such as optimum plantinB
SestaL wn ‘he optimL si.c
X neM Attention than rfiey received before 1941.

o e smallholder will not, however, be met williout



m “npreanisalion (including the contrul and adnunistration)
“n ] rtkutc It may be tliat even this would prove inadequate
" f* 1“ ~Norganisation would need to be established concerned
"M rrnd“pecifi?ally with the problem, of produrtion on smal-

1 Such measures are required not only in the interests

S e fmallholder,, but also in order to strengthen the competitive
~clHnn of the Malayan 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 of Malayan rubber will not be appreciably affected.
Sri hLVbeen considerable individual losses by d«enoraUon °r
destruction of 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
Iduction. and it is therefore desirable that a policy covering
both principles and methods of administration should be announced

”°The competitive position of the Malayan rubber industry’ is
likely to be influenced by the taxation sy'stem. The tax system
of Malaya embodies some legacies of the early days of 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 of the country’s fiscal system jvhich will no
doubt be undertaken, the inlluence of die principal sources of
revenue on the competitive position of the export industries wall
need to be remembered.

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
Malayan padi in competition with Chinese millers. The need for
such action in rubber was not particularly urgent before the war,
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 of bulk latex shipments is also hkely to
reduce buying competition.

In 1941 the conditions of Malayan estate labour were by g;eneral
consent among the best, or actually the best, any”“vhere in e

" Spedfic prapatwla will be found in Rfpartona Misitto  Rubbfr Sfru, [1/tol£nii
fir MeUija, Chapter H1 (to be published shordy)



East. Tlie clirunic persistence of certain deficiencies and

—in spite of repeated and fair criticisms—stood out all the®
\ividly. The suggestions for reform in Malaya liave alreadyT°"
implied or slated explicitly : extension of minimum wagest h
whole country and abolition of the ‘ key districts *; reconstjf* m
of the Indian Immigration Committee, or preferably the establ'?
ment of a small wages board with one representative each” r
employers and workers, witli a judge as chairman ; energetic ste
to prevent tiie recurrence of the evasion of the minimum w
legislation through part payment ‘for morning work only” ®
tlirough the offer of less than tiie minimum number of worki”
days ; increase of subsistence food production by migrant worlm
on estates; public works during a period of depression The
extension of the minimum wage legislation to Chinese workers mev
also have to be considered.

Although it is impossible to estimate accurately the future
dependence of 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 of the country is uncertain it
would appear that unless the rubber industry were to collame
Malaya, if in need of immigrants; will be able to offer wages ami
conditions which will attract large numbers, unless the would-be
emigrants are barred from departing. The Malayan authurities
may, however, be faced with difficult decisions. Migi-ation from
bouth India will be subject to the discretion ofthe Indian audioritics,
and with Congress firmly established in Madras, the zmmdar and
the bmm may not be content to watch passively a movement
which tends to raise the w-ages and status of agricultural labour

n disti-icts. Large-scale immigration of 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 Indi:m migrants ; they are also excellent
estate workers, and the supply is unlimited. There would be an

"**™hack : by relying on Javanese lalMur, the costs
~ the Malayan estates would be at the mercy of the N.E.l. ad-
mmstration which could inflate Malayan costs simply by varying
stipulated for Javanese immigiants, and

thls might be a precarious position.



on tht; international competitive strength of tite prhucers™at

on their abihty to turn to alternative sources of hvehhood. The
™se for new planting by smallholders, low-cost producers grow.ng
an aDoreciablc proportion of their food requirements oi capable
ofpricing these within a reasonably short

titan it is for new planting by estates whose costs are high

large labour forccs depend almost entirely on purchased fmdstuff~
But in any event extensive new planting need not compete to any
greare“tent with the attempts to develop suitable mdustries or
iops other than rubber. The search for these can continue while
new nlanting of rubber is permitted or even assisted.

Therfis one particular's-eature of rubber cultivauon which
suggests strongly that an extension of the planted area would not
seriously hanfpl the development of other fr
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 of the soU, and on ™=>nhdd-
iligs much of whatever plant food is removed js ret™ ‘! b> the
decomposition of the natural cover and of the heavy

Even a very large extension of tlie area «'der rubber sm~

holding, would not, moreover. -rrevocable commitment

+ Above, pp. 259 -260.



ill the direction ofgreater dependence on rubber, since an aband
sraallholding 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 movem”™*
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 of smallholders’ rubber it
is certain that movement would be small; its actual e.xtent would
depend on the rate of decline and obsolescence of rubber smell
holdings, the location of land alienated for new planting, the
availability of capital and labour for new planting, and the wiilino.
ness of smallholders (and of landless people) to take up land some
distance from the existing holdings.

Although a policy of 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 polsess o
rubber holdings of their own. If these people became small
owners the number of rubber .smallholders would increase, but
there would be no change in the number of people dependent on
rubber for their livehhood. The real change would be the
substitution of small owners for wage-earners and casual labourers.

Whatever may be tlie detailed merits of the proposals which
have been made, decisions on these matters cannot be postponed
much longer. At 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 of 300,000 tons a year ; in French Indo-Chiriii
production is expected to reach an atmual total of 100,000- 120,000
tons within a year or two of the political settlement. In face of
the policies which have been so persistently pursued, and which
still permeate official opinion in Malaya, the implications are
senous not onjy for Malaya but also for tlie whole of British
colonial economic policy.



ON AN, PHO.PECTS O. M.LAVAN R.BBE.

Note on the Assumptions or Diagram |

Diagram | is bakd <m Ihc following Msumptiom

-H . ata 0rg80,000 .
(M Estates
per annum
M Y M . onexisting seedling rubber will average 400 Ib. per acre Be' annum
S * existing budded estates Will 2Ygrage f00 [. per acre per annum.
(,) The roltoving yield, arc assomcd for estates to be replanted

Yuld Anf {|rbuvladcre)
abjacre) [yeais) 700
g 100 9-10 900
200 10-11
6-7 00 1112 1,100
;'g 500 1213 1,200

%) The following yields have been assumed for snrnllholdings ;

Age Yeld A (It:'.ljla(:re)
(years) (Ib.7acre) 400

7-30 600 300
31-32 575 B7-38 i 500
92-33 gzg 100
333‘22‘51 500 1 40-41.. . 50

]
35-36 450 ! Over 4 1






APPENDICES

appendix a
the value of the agricultural and mining

OUTPUT OF MALAYA, 1929 AND 1932’
FM.S. Retrenchment Comnmsion (1932) In its (w* ~

"Lgh e,ti.ate of

McDt for retail distriBution wifith figures as d¥fference between
wholLale and retail prices’, and gross°f foreign trade wh
are represented by the difference between retail o

fl*rlared imoort valucs, ‘and we have assumed this difterence to

25 peT cent of the declared value ~ The Commission omitted

v *at 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
Swing statement: ‘Profits on i Jne
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 occm,
be regarded as bonuses.” The commissions 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 importalL rf 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 n
in 1929 and 46 millions in 1932-is based on figures in Sir Lewis Fcrmor s

upon ,)u Mining Injuslry of Malaya. There is no

thfaccLcy of his careful work. Some of the ~Nave tad t™te
estimated, but the totals are unlikely to have a margin of error above
' "nrestimate of die gioss value ~
hazardous, although acrelige 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 productio™
of individual commodities. These are found occasionally in the AnM
Reporti of the Director of Agriculture, or in articles in the M.AJ

Esdmates of prices at which the output is to be valued are een
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 awv
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 itens
do not affect ti\e total results very greatly. Nor is the calculation of
agricultural output much affected by discussing gross figures only, &
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, as 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. wes
772 dollars in 1929 and 159 dollars in 1932. On this basis the total
gllﬁlayan output in these two yeare can be valued at 344 and 66 million

ollars.

Padi and rice. The output of padi and of the rice derived fromii
used to be officially estimated, ‘i‘he official figures for 1929 and 1932
were : padi 126,229,000 and 197,103,000 ganiangs (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

* Tl data have been taken from various aniclcs in the M.A.J.. as wail 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 Stadstia Handbook. Th-m the
n (1930), and from the R ~rt of th, F.MJi. Retrmhnmt

(1932&. Some of the data were foiuid in the semi~fficia) OiUliiv of AfoM®
m\putlut (1936), by D. K. Grisc



appendix *

To“™pr. rtt ou'pTh and of rice may be valued at

jwoyeare- o ,.n_,, «(! for 1932 at 15 and 17 milhons. The
I “of?L Cutonlyh;., ofcourse, been included in our calculat.on,
rf the value of ycutealroutputrnnnna

Cocoml " f

460,000 acres were mature,

i= ;58 Sr,£ T ?i:H s s~ N
“r.bresla«'of rhe Jalue of sn,allholde.- -on~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 ~ delta
oe? tilul in Singapore in 1932, and the mature estate area about IfiO 000
Sret_ The estate output of coconut products n

Cxnorted in copra form) in 1932 may accordingly be valued at
6 million dollars. The total Malayan output in ~32 "l»y
taken at 16-17 millions ; net exports of coconut priucts m that year
were 13 million dollars. Net export of coconut 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 «,000-50,0TO
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. ..

alm oil and kericls. 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
fm ur Exports'n that year were 1-2 millions, and ,he total output
may be estimated at 1-3 million dollars. .

rua mts  For this commodity net exports are a rough Ini
of production. They were 6-2 million dollars iu 1929 aijd f j
in 1932 To aUow for the small local consumption ol Malayan mits,
L ffigurl may be rounded off to 6J and 3 millions respectively.

j;rnion
dicauon



T ~oca pTtidmU~ coffee, gambier, tobacco, tea, otluT spices, fruit and veMohl
Some of these were historically associated with the early dcveloDini!"
of Malaya but were oflittle importance by 1930. The output of lob™
Mas negligible in 1929 but developed i-apidly during the slump yeel”™
Tlie output of vegetables also expanded substantially between 1929 ad
1932. The cash value of the output of all these products was small-
10 = 2i miUion dollars for both years appears reasonable.

UvfSlock, fishing output andforest products. The only way to “timaie
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 tre
1931 census) and to allow for price changes between 1929, 1931 (ire
year to which the Commission’s estimates refeired) and 1932. For
live-stock produce the rwults have been checked roughly wiih 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.

* Impression:* formed after a visit to several hundred amaiUirjidings in Maiaya in
194C suggest ihal this item may have been considerably xindcrvaiucd. «Hie gt-ncral
order of magnitude of the esiimalca of ihe agricuh-ural output as a Whole is not affec tcd
and as ns3reliable figures are available fora calcublion of tiiis ileni fhe original csiimaie
has been retained



appendix b
SUPPLEMENTARY DATA ON THE RESPONSE OF
PRODUCERS TO SLUMP PRICES

T,,. following wo
clecs of ° . 3.

Tabla 11 * ', ' ' f
N Dr. Whufo.d s Rep™

Ifer IKO~They s°upt.'™em
The first table has been calculatcd
Plantation Rubber, the sceond has been
.t .nrormation,

too low . T
Table |

JoUM Capaaty (Dr. WkitM’ .Ujr.t.) aMA.t..i O.tput of

Groups of Producer, 1929-0-i
(Thousand tons)

1929 ; 1930 1931 ' 1932 j 1933
Aoirage Lond ice: pence per Ib. 103 59 31 .23 ;32
Wt 464 477 ' 498 | 520 1533
alaya : apacr B . :
Ve N on—quanuty 4o aa3 | 437 1417 6L
as % ofcapaaiy 96 \ 93 ] :
i . 160 ~ 165 : 177 i 200 1 229
Nisthtes:  Frgditton " quantily” 51 152 | 164 149 ; 170
) . as % of capacny w ' 92w 031 T4; T4
122 ' IG2 212 | 264 1308
N (P:rao?igcct:on quantit 107 i ss | 87 ; 61 1 113
natives : — . e
. as % of capacity ss 1 3! 412 )
Ceylon : Capacity 81 1 8 1 & 84 gi
vion: Production—quantity = 80 m 76 6726 II zé% )
" as % of capacity 9% 1 93 i
12 1 | 21\ 301 40
Sarawak: Capacit . i " 0 " 70 0
Production—quantity + S IR b
» as % of capacity a ! 7
i i © 9 10w i 13 14
Britah Capacity . — 9 LB o
North Production—quainity o o » -
Borneo ; " as % of capacity ™ " i
India inch  Capacit e . g i 11;1 . }g 4 2
Burma:  Pr<”uc(ion—quantirs' ) 55
" asq% of capacity 93 s6 1 7i
iam 6 ' 6 7 u; 18
Siam : Capacity... 5. H H B 3
Productlon—quantlt o 57 o
" iis % of capacity 67 _
i 1n o 1B 150 22 28
French Capacity... . 5 1 n 3 17
Indo- Production—quantity . =« n s o
china : as % of capacit>- = 77 i
879 : 943 1037 1150 1
Tol BraRsioh mg2s | 804 791 708 839
Producnon—quantl y L] ; L8 o
% of capacity Ss
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N.E.I. estates....

Malayan smallholding"s" o

Sub-lotal

Ceylon....

N.E.l. natives .
India {including Burma)
Saraw ak s
British North Borneo
Siam
Others (chiefly
South America)

Sub-total
French Indo-China .

Grand Total

Table Il

Index of Rubber Produciiony 1930--32

(1929 = 100)
1930 1931
97 98
100 108
101 97
99 100
97 79
83 82
86 64
94 89
96 82
100 100
69 54
83 78
102 119
% 94

1932

98
100
89

Skl

1932 ouipm as '
prr cent, of catmty

75
5



appendix c

the data underlying the rubber-rice
COMPARISON

T,.. foLowin. note. sun.marise the sources ,,f .he data for Tables | a,td

"omped&n and Chinese dealer, (and after >9340 Japa”-
.erchant. as well), together with the prox.m.ty of *e

.mallholdings districts to the larger towns, explain the remarkably

“ 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 \

same order as changes in the unit value of padi in the >
Jlus was true for 1929. 1932 and 1933. The pnee paid by the gov«-

ment mill was almost certainly higher than the average price

for Malayan pad! in the interior, and to this extent the comparison

S teSilts Malacca has been taken ~ni the oMal
iinnual Mala,a Avmg™ Frias ; for inland centres like

occasional figures only arc avallable and these do no i n
from the price in Malacca. The average yields of padi and nee have

* Thtrc ar,, several rciuom for tht variation, la tht margin v,ith
of Ihc charge. (including .h. export tax-1h. up-coun«y P ™
vn,= : «
i i?ig Freirket &r tléefenvtvig(rj to %oﬁtract ‘ad bidding for the redncM ~ n
teener. Again. >crp rubber and other lower grade, were not co
very low pricei. which also resulted in a ralling.ofr of lupphes for
ttee facL reduced the average .pread be«een ,he a»J up-country qu
tioiu for .uch rubber M wa> «ini produced al 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. n

Costs ofproducuon are more difficult to estimate, especially as ram»
items in the cost of rice production were paid for in kind, and ofiol
varied with tiic yield. The figure of 30 santangs (240 Ib.) 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 Melayan
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 te
costs of padi production. The figiu-e of 30 gantangs was multiplied bv
the Malacca price of rice and one dollar deducted to allow for te
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 gantangs is undoubtedly a conserva-
tive estimate of the expenses in kind, while the estimated price of pedi
is also generous, so that the net figure (col. 5 of Tabic I1) is unlikely o
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. InJune 1932
the Kuala Lumpur correspondent of the Straits Times estimated the
cost of smallholders’ rubber in Selangor at onc-half cent per Ib. 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 Ib. in 1929-31 and about one-lialf
cent in 1932 and 1933 following a general reduction in rents iu 1982
Other ttcma, notably the cost of coagulants and tools, have been assumed
to average one ccnt per Ib. 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, jis they
embody some minor revisions.



s choice of

r r coS“ 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 denselx planted areas.® N ATY
erlrugh evidence to support this view, which would be vahd ony
on extreine assumptions. The smallholder naturally also ™hes to
|ncrease tlie output per tapper and obtam a higher reward for his own
f.; a given”enditure of effort. A widely planted holdrng
would; hoNvever, necessitate the collection and t~aiis”rt of latex from
anarea 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 Ib. 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 |.WO Ib. per acre as agaimt
800 Ib. on a less densely planted area. Unless prime piofits p r
(the difference between the price f.o.r. estate “I'd
estate) on the second area exceed those on the n
cent, the more densely planted area will be the bettei
Assume that tapping costs are 3 cents per Ib. on the non
per Ib. on the second plantation. If the pricc exceeds otliei .tents m
Let eost by 10 cents, the mrr'e profitis 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
discusatU above, pp. 261-62.



other than tapping cost by 5 cciits only, the ratio of prime profits
Ib, between the two areas will be three to two, and the less dcn™
planted area becomes the more profitable. Y
TJius in deciding on the optimum planting density, the dyice
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 te
economics of future thinning out on a selective basis. The thinm®
stand, witli its lower tapping costs, would prove somewhat more profuable
in a period of very low prices. It is also possible that planting dorsitv
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 axss
for more tlian one j'ear ahead are largely gueswork.
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S S a S f E S a
compiled ON @ reasona)>ly consistent basis.

Table |
Amaic as, of Production »/ RMer Companies M in/ . R™urns 0 lhe
Rubber Gmum" Associatuin, 1929-3J
(Pence per Ib.)

Average Lawion prkt

Financial year All-in oost of rubber finmcvrre-

tnding in sponding fitiaraitU ytar
Petwe ludex “ Pence Index “ Pence  \ Index “
ot 9-54 100
658 1 m 571 100
;?t\d quarter 631 100 5-57 100 9-94 igg
3rd 588 | 100 5-26 m 1029 . 100
o 53 ;. m 529 100 1026 =
et i 937 1 9
6-32 9 515 97 !
er?d gurter 651 i 103 5-83 105 8-41 %
' 3rd 50 97 512 98 697 1 5
o 5% 1 0 472 s9 ! 591
o b 4-97 52
505 1 77 4-40 7
;ﬂd quareer 441 1 00 3-84 09 4-06 1 ﬁ
3rd 33 67 3-38 64 3-48 @
4tb 346 53 3-02 57
1
et 2-69 28
30 1 4 1 27 a
%ﬁd quareer 302 1 45 1 261 47 238 = ﬁ
3rd 313 1 53 i 263 50 231 i
4ih 278 17 2-34 44 2-34
e 1 ! ilabll 2-22
Ist quarter 2-34 36 Not available iz P
2nd 2-52 i0 250 %
3rd 2-89 49 284 i B
dh 2-95 50

«The index figures are cxprcsseo
coding in the corresponding quarter ot 19*"-

There is much miscellamous inlbrmation avallaUe to “ "A™
figures ; company reports, statements by company chairmcen,

» Cf. pp. 32-33, above. n
“Their basis is sumtiiariscd above, p. 1-
365



of<K/Awenquiries (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.0.b. costs to, or below, 2d., and of all-in costs to
by 1932.

The costs of 45 Malayan dollar companies luive been cxtract&
from a publication of a Singapore firm of stockbrokers. The asts
arc consistently compiled all-in cash costs delivered Singapore. n

Table Il
Average All-In Cash Costs of 45 Dollar Companies, 1929-33
(Straits cents per Ib.)

1929 1930 1931 1932 1933

Cash cost . . . 22-76 1782 10-99 7-60 s
M u 100 IS 48 33 3
Smgapore pnce of rubber.  34-4fl 19-31 9-96 701 1023
100 SS 29 SO 30

The |ndex flgures ui |I||s tabic are expressed as percentages of the 1929 levels while
ihoM in Table I show prices and costs as percenlaga of the fiDandai years ending in the
correspondii® quaner of 1929, This must be borne in mind when c<jmparing the fall
in rosu recorded in the two tables. For example, ilic index of the costs of iocaily-owncd
compan]fs (Table I1) is 33 for 1932 ; ihis should be comparet! wkh ihe foitrth.”uarter
ctimp”i« sn lable 1, the index of whoitc all-in costs stood at 47 in 1932, and that of
their f.o.b. ccets at 44, (1t is the f.0.b. o(Ws of sterling companies, radicr than ihw
ali-in costs, whijch 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 I.jcalK-
doniMKi comganM s is 35and that of the all-in costs of fourth-quarter sterling compaiiio
u 50 (tlie f.o.b. costs for that year arc not available).

Thus by 1932 the average cost of these dollar companies was barely
one-liird 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 sUongly
bnanced than lhe sterling companies, and were forced, and at the same
time able, to cut salari® and wages more severely ihaii the more
prMperous enterprises. |’he Incorporated Society of Planters (the
profe«ional association of Malayan estate managers and assistant)
was inclined to offer stronger resistance to reductions of shlaries by
companies with ample reserves; the Labour Department was also les
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 the*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 of the fattest, rather than for that of



appkndix e

Th. h.avier cuts by the financiaUy weakest enterpriKS

' «“m hlLa”eBree their poorer life expectations. It was by
a greater reduction in dollar company costs
that X T of abnormally low salaries

,t the time by a num AN

Association

fat all, as tlie inevitable increase in salaries and “vages would be oHset

* S2ellltt*fall 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
iU by 3-15f" {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 similar,
diough as will be suggested below, the fall in the former was due very
kreelv to wage cuts, while increased etSciency played an important

i i i N AN A
Bﬁ)rﬁeelz?) é?ethreEdngnguorg Ianre etnoer I><|Cuhta[)gnceS 5|xth_offthe 1829I evelt g H
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

""UitA Kmpting to estimate the relative shares of increased efflmency
and of the wage and salary cuts in the remarkable

An accurate estimate-if it could be made at all-wouU be

lengthy, but an approximation is possible by comparing estate costs
in 1937 witli those in 1929. By 1937 Malayan estate wages were back
at 1929 levels, while restriction, especially during the second half of
the year, pressed very lightly on estate producers F.0.b. costs m 1W7
were about 75 per cent, of the 1929 levels, and all-in costs some 75-80

. Th. dollar whee 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
& Dr, Whitford, oteervadon : ‘ The lowe,. cost e,tat« *2.S
credit or widiout or only with very low cash reserves , *fa< v «*y

“Z 'eSrel extnple was found iu the action of the manager rf a
»tnpany, die fund, of which had vanished by 1932. He counted »
eash’paytnent in relutn for a parcel of speaall J.
1934 thfi market value of the ilmres had nsen sharvly and the manager ftaa
c*«*llenl bargain.



the rubber industry

Table Il

Suhdiviston of Costs of Production of Rubb” Companies Furnishing (
the RG.A.-, 1929-32

(Pence per 1b.)

1929 1
1st quarteri 0-70
nd  jt o 070

3rd 0-63
4h 5, m 0-84
1930 i
1st gimrter  0-83
2nd 1 0-94
3rd . 071
4th M 1 073
1931
1st quarter 0-58 1-76 005 1 0-29 ; 0-35
2nd ” 0-39 1-60 003 = 0-23 ! 034
3cd 0-36 143 0-02 0-37 i 018
4th v 0-26 1-27 002 0-25 0-21
1932 1 .
1st quarter| 0-26 M4 002 011 j 0-27 3-09
2nd " ; 0-20 119 0-02 014 0-27 302
3rd s | 0-22 115 002 0-33 1017 ad
4th 014 103 002 0-23 ' oiy 278

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.0.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 I>een superfluous), while muih de
larger proportion of the fall in direct f.0.b. costs was the result of
cute.

* Cf. *Rubber Proclartion Ckjsts During the Great Dcprprsinii  Economi' Juiroi
Dccember 1943,



rubber production, prices

Table |

Tabic |

Table 111

Tabic 1V

Table Vv

Table V |

and acreages in
MALAYA AND THE N.E.Il., 1929-33

Outputand Price Statistics ofthe Malayan Rubber Industr>-
1929-33.

Mature Area in Malaya and Yields per Acre, 1929-33.

Output and Price StaUstics of tlie N.E.Il. Rubber Estate
Industry, 1929-33

M ature Estate Area in the N.E.l. and Yields per Aerc,
1929-33

Output and Price Statistics of the N.E.I.
Industry, 1929-33-

Native Rubber

Total N.E.Il. Rubber Production, 1929-33 ; Estates and

Native Producers






Table Il

Matme Ar<i m M dya and r.elds Am, 1929-"3
SmaW wldmgs_
Mature  \
Tuld aa. Tuld
Ib. per [Ib. per
{lb. pe (thousam| .
aae) acres) acre)
' 6
i 0) iowo (3) (4) (8) (6)
. 440
1929 ' 1340 1 410 939 465 1 2279 e
1337 ' 380 960 460 2,347
b ' ! © 2414 | 405
H 445 B
W s o3 o g5 0 2487 375
1932 1464 365 1,023 2487 3
1933 r522  ~ 355 1,060 465 .

NOTES TO TABLES 1 AND I

Throughout 1929 prices were al levels at which there was no inducement to
mrtail output. Moreover, tnonU.ly output and export .tatatra for that y»r
. Tta many ways deficient, as well as being affccted in the «rly m~,nth, by the
aftermath of the Stevenson scheme, notably th=shipment of “P
anticipation of the withdrawal of restriction. For these reasons, annual totals
only ic given for 1D29 against quarterly figures for subsequent years.

The unadjusted production figures are official. Seasonal v~tions haye
been eliminated on tlie basis of the data published by *e U.S. I™artment of
.Commerce in Trad, Infomalim Bulklin No- SOl Snial holders “™“P"'
»timatcd by the Registrar-General of Statistics m the followmg way ~
holders' production - net exports r local consumption + changes m stocks
- estate production. In practice this means : smallholders’ production - total
exports + end-monthly dealers’ stocks + end-monthly
monthly estate stocks + local absorption - estate, port and dealers stocks at
the beginning of die month - estate production - foreign imports. lhe
resulting figure actually shows sales of rubber by smallholders to dealers, wtah
represcL the output ofa few weeks before. The figures subjcct to a
oterror which may be considerable for any given month (particulariy “ *
ptoportion ofthe imports were wet rubber whose dry weight had “
hut is very small oyer the year. After the introducuon of
Mth quarterly coupon issues, the monthly figures bcame
but the yearly total continued closely accurate.

(2,000-3,000 tons) between various estimates of the 1929 output, as
production for that year can be calculated only indirecdy.

No regular series if Singapore prices of Chinese smoked sheet -uld 1» fouir
in London. The figures quoted have been made available by the
tlie United Ballic Corporation ; they are the prices paid by thu ir
smoked sheet (generally grades no. 2 or 3).

Thearea outoftapping excludes areas rested
another 3-10 per cent, ofthe mature area was untapped uiidir th

cc

cvarfm.i «

ng



UntilJune 1931 information about the estate area out of tapping was avaiUvi
for the S.S. and F.M.S. only, and as the former are dt”itely unrepr™nt-,-
f.U.S. figures only are given.

The acrcage statistics of the various U.M.S. were still unsatufactorv '
1929-30, especially as regards the date of planting ; they improved graduLl”
though age distribution of smallholders” rubber is still somewhat conjcctural’

Attention may be dravm to two points : the forward-rising trend Of small
holders’ output, and the remarkably high level of smallholder’ production ai
the cod of 1933, when it exceeded the rate of estate output (seasonally adjujied)
though the mature smallholding area was about one-third less than the mature
estate acreage. The mature acreage figures are based on the records of the
I.LR.R.G.; these differ somewliat from Dr. WTiitford's estimates, though the
discrepancy is very small when Dr, Whitford's revisions are allowed for. The
figurra have been rounded off to the nearest 1,000 acres and the yields to the
nearest 5 Ib.






THE RUBBER INDUSTRY

Table IV
Mature EstaU Area in the N.E.l. and TUlds per Acre, 1929-33
Outer Provinces N.E

Area rield \ Ara ; ruid Area ruid
{ifwsand ~ {Ib. per  \ {lhousand \{Ib. per (tkouiatul  fj>pr

acres) acre)  \ aaes) 1 acre) acres) are)

o @\ ® N w_. ; & ~ (@

1929 374 390 H 503 ! 375 877 330
1930 383 385 ! 519 i 365 902 375
1931 393 400 ! 53 1 390 929 i 395
1932 406 325 556 1360 962 ' 345
1933 430 380 1 5% ] 360 1,026 v 365

NOTES TO TABLES 11l AND IV

The N.E.I. authorities used to publish preliminaiy monthly production figures
of estate rubber, and these were followed by a revised estimate for ihe year.
The preliminary figures were within 3-4 percent, of the final estimates. In the
calculations for the table, the difference in the preHminary and the final lijrurw
has been divided by four and added equally to the preliminary figures for each
quarter. The official N.E.I. figures are in metric tons, and have been converted
into long tons in order to maintain consistency throughout this study. For the
same reason the yield figures of kilogrammes per hcctare have been converted
into Ib, per acre

As the estate acreage out of tapping was below 10 {>r cent, before 1932 it
was not thought worth while to include these figures. The slight increase in
the proponion of the acrc”~c out of tapping in the siunnier of 1933 reflects the
seasonal ircnd inJava where the cofTec harvest affected the activities of the mixed
rubber and coffee estates in July-August. Minor discrepancies arise from
different treatment by the various authorities of the small quantity (300-800 tom
annually) of native rubber bought up by estates, especially in Java, of langs den
uieg plantings (groups of trees planted along the roads and not in compact estates),
and a few other small matters. In their aggregate these do not affect the figures
by mtwe than 1-1J per cent.
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NOTES TO TABLE V

The monthly oug>ut figures of N.E.I. native rubber as given by ihc NF
authorities (in meli-ic tons) excluded the small exporlii from the RJouw Arch'
pelago, a group of islands between Sumatra and Singapore, for which no cxm*
figures were available. Every year the authorities estimated the total of "
shipments (around 1,000 tons annually in tlie early 1930’s), and for the purp<2
of our calculation they have been divided by four and added in equal quantiti«
to the official export figures of each quarter

No monthly figures arc a\failable In London of the price of medium blankets
bdore 1932. The figure for 1930-31 in the table are the priccs paid for this
orvery similar, grades by the Singapore officc of the United Baltic Gorporaiion «
they have been made available through the courtesy of that firm. The annual
averages closely correspond to those of the market quotations which are av-ailable
in London. The Singapore prices have been converted into guilder cents at
the monthly rates ofexchange supplied by the Chartered Bank of India, Australia
and China.



STATISTICAL APPENDIX

n,alN.E.l.RMer Prod,

1929

1930
1st quarter =
2nd
3rd
4ih

Year

1931
1st quarter =
2nd
3rd
4th

Year

1932
1st quarter
2nd "
3rd »
4th "

Year

1933
1st quarter
2nd ”
3rd »
4th »

Year

Table VI

A MiiTifired

Actual

(1)
258,100

64,400
57,600
61,900
56,000

239,900

63.500
64.000
62.500
62.000

252,000
57.400
48,000
48.400
56,300

210,100
53,400

66,300
79,900

283,500

imioe Producers
tons)

Seasonally
correcled

@)

66,600
58,200
61,000
54,100

239,900

65.700
64,400
61.700
60,200

252,000

59,200
48,500
47,800
54,600

210,100
55,200
67.500
78.500
82,300

283,500



STATISTIC/VL APPENDIX Il
THE STATISTICS OF RUBBER REGULATION, 193441
Tabic 1 Areas Planted with Rubber at 1st June 1934.
Table 11 Areas Planted with Rubber at the end of 1940.
Tabic Il Basic Qjiotas expressed in Ib. 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.

Table VIl Prices of Export Rights and of Coupons and Market Price
of Rubber, 1934-41.

Table VIII
Table 1X Rubber Supplies, 1934-41.

Table X Net Exports of Rubber from Principal Producing Tprri-
tories as Percentage of World Exports, 1929-41.

Table XI Absorption of Rubber, 1934-4L

Table XI1  Principal World Stocks of Rubber outside the Regulated
Area.

Table X111 Price of Rubber in London, 1934-41.
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notes to tables | AND II

to HW.iy 4 “vT figurc calculated from the tree count of 1934-36
rier to two estimate!!, (a) the "S* = 1937-41 anti (i) the estimate of a
rot o [es3rc ciu7 - A agVdistnbutlon of die
r o, T" W of m TH="w» n Am

« fm "p e ate d that these

approximations, since the statistics were  ( inaccurate of all, the notorious

retT t',~L'S n*" I"t, rirR :c .n incuded in the Statistical

sSupplement to the Hutory of Ri.bt® Se'racreaB e figure is the least reliable.

Estta® U °brD~ W h itfX riM,00" «"the Tnd "

fromiTseTmy Jiabr™™ »Ltual age of matturity varies in * e differem
J~tories , the trees , e g~neraU™ “able”in *ei®».b y - “

1z >bl overlapping ofthe planting
and for budgrafts through the necessary passage of tune between plammg

“ S bul.ofthe planted areac”led seedlingtre., ~ ~ " rn ilS$S
cent, of the Malayan estate area. 24 per cent, of the . immature
30 per cent, of all French Indo-China ‘““tnite L Thlprartion

rubber) ; in other territories, and on smaMding. e n
of budded rubber was ucghgible. In 1940 the hgur
17 per cent,, N.E.I. estate. 35 pe. cent. French Indo-China 44 per
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notes to table Il

M 1935 quous, as th«e ~ 19j9  ,hc N.B.I. native quota per acre
Xhenolable increase ™ *er with the substantial tncreasc
rfcrts the native quota rcvts.on of 936 distribution of
i, the N.E.l. quota under expression of the quota m term,
Siamee rubber is so largely co j applies to a very large extent
Cflb. per mature acre p«" '~ fig,es of the tree census have been used
t,the N.E.I. native area buthe”J underestimated the native
for what they are assessment of the native producers was much
srca, the averagef ' y » w»ju he remembered that French Indo-
IB, than appea’™rs from the ta 7 n actions B and C are
Caiina had no basic which exceeded the territorul quota
really the aggregate of standard MS"S A Nents of certain Chettiar-
/proper by about 1J-2 per X quota {cf. p. 96 aboveé.
*m,,cd Malayan estates v,ereincludrf in .he nerplanting between 1934
S ~r.h T Slh o tS inthe-”" i.qu...,e

;S |y below theirsharesin the planted or
»en by comparing section C of this table with Tables I and Il

Tabte IV
International Rates of Release, 1934r-41

(Percen t.)

1934 1935 1 1971*1937 ~S ] 1933 :

r I “"Hi in 1 « e, "0 -0

The tmir quotai to which thesr teka-ses applied arc ihosM un pp. 85 and 15., abo



The Operation of Ihe Special Export Tax on JVaiir; kh

1934
48 01 — 109 m 02 36 47
jdy. ' 52 0-2 07 ! 10 0-2 31 43
Augult . 54 02 19 i IO 0-2 21 . 33
Scplembcr 54 0-2 27 f 10 0-2 13 25
October 51 0-2 30 - 11 01 0-7 19
November 48 02 30 = 10 01 05 ., 16
Dccemlter 49 02 27 M 0-1 0-8 20§ 3
51 02 20 10 , 01 18 1 29
1935 1 1
January 50 i 02 ' 24 .01 12, 24 ! 1
February 49 1 02 1 24 M 01 -l 1 23 3
March 47 ;02 25 M 0-2 07 1 20 3
April 47 i 02 ! 24 M 01 0-9 21 J
May ;50 i 02 24 1 i 01 i-2 24 3
June . 53 j 02 24- 1 10 wm Ol 1 16 27 4
July. 152 1 02 | 27 1 02 ; 10 2-3 4
153 ' 02 i 31 ' 1 02 1 08 20 4
September 152 i 02 30 10 0-2 0-8 2-0
Oclober 154 m 02 | 30 1 0-1 -0 ! 22 c
November 58 , 02 ' 34 10 1 02 0 1 22 4
December . 59 j 02 42 1 10 0-2 03 15 *
Year 1935. 1 52 02 28 1 o 02 10 22 4
1936
January 1 65 03 i 43 ] o 0-2 0-7 19 1 gl
Februar>' 1 70 03 ' 43 10 0-2 12 24
March . 1 72 03 , 46 1 M 0-2 10 23 6
April i 73 03 49 10 02 o) nog
May ] 03 51 1-0 0-1 0'6 17
. 1 03 1 50 10 02 ofi £.
. i 74 103 1 50 10 i 02 0-9
August - 7 03 54 -0 01 05 1 I1C §
September. 74 0 03 54 0 1 02 05 6
October . 103 1 61 08 1 01 0-3 12 1
Noveinber . 03 1 64 j OS 0-1 0-8 17
December . 03 1 67 0-8 0-2 13 23y,
Year 1936 . 7-5 03 j 53 i 09 02 0-8 19



btat.stioal appendix h

,,b N.E.I 19U-Dmmb,r 1936
special XE.I. «/w< ¢
* My perceniagt o percentage of
-@ (0]
1in
Sis:?
on
4
6 13 23 m 24
8 35 83 89 *
16 50 180 200
24 19 1 59 345 417
32 4 62 1 455 588
23 P2 290 346
PR T N B 103 . 82,900 ; 74598
1
14 15 48 182 9.600 10.423
14 16 49 190 16,900 10.423
2l 25 53 276 8,900 10.423
17 20 51 229 13.600 9.728
13 15 48 178 22,200 9.728
45 \40 14,300 9,727
18 53 230 8,100 9.033
23 27 59 339 9,700 9.033
23 2 58 323 9,600 9.033
18 55 256 17,530 8,339
18 20 58 283 9,100 8338
53 80 7 927 2,800 8.338
294 ;142,300 ! 112,566
29 35 67 518 631 9,200 12,085
17 20 62 315 354 16,100 12.084
23 26 65 388 443 9,300 12.085
29 33 67 471 550 12,500 2.m4
40 50 7 684 855 10,707 12.085
37 45 7 630 773 14,600 12,084
29 33 68 489 570 18,100 13.092
45 59 73 828 1071 11,800 13.092
48 61 73 8. 1,039 9.800 13.091
65 80 1,494 2,117 12,000 13.092

4
24 26 72 479 525 8.800 13,091



'V\BUI VI
The Operation of the Special Export Tax in the N.E.l., 1934-3r,

Apjrroximate

i ‘Basic expenses Naiin
\ Halt gft n,' from interior Nt exfioris;
ot/ - ' ot Smgap_ore jreturn to
| shift i | ~ or Batavia producer tojy, dry
i 1 colmn (2)) plus 5 per cent. wei'ght
ad valorem duly *
® @ ®) @) 1) ©
Guilder ceiils per ha!f-kilo
1934
20-0 1 20-0 155 16,000
jcy 22:0 1 25 195 149 16200
Aug 230 1 65 165 19 12600
Sep 23-0 1 90 140 9-3 15.600
Oct 20-5 ‘100 10-5 5-8
5.600
Nov 195 , 100 9-5 4-8 4,700
Dec 190 @ 90 10-0 53 12,200
Seven
months 82,900
1935
Jan. 19-4 80 11-4 4-6 68 9.600
Feb. 190 80 11-0 4-6 64 i(1,900
Mar. 17-0 80 9-0 4-6 44 8,900
Apr. 170 80 90 4-6 4.4 13.600
May 17-8 80 9-8 4-6 52 22,200
June 18-7 80 10-7 4-6 61 14,300
July 17-9 9-2 8-7 47 4-0 8,100
Aug. 180 10-5 7-5 4-7 28 9,700
Sept. 174 100 74 47 2-7 9.600
Oct. 19-0 100 9-0 4-7 43 17,500
Nov. 19-9 n-3 8-6 47 3-9 9.100
Dec. 19-7 13-9 5-8 4-8 10 2,800
Year 4-3 ;142,300
1936
20-{1 14-5 5-9 4-8 9,200
Feb. 22-i 145 7-6 48 2-8 16,100
Mar. 22-8 15-5 7-3 4-9 24 9,300
Apr. 23-4 165 6'9 50 1-9 12,500
May 22-9 1711 5-8 5-0 08 10,700
June 283 170 63 5.0 13 145600
JAu ly 24-2 171 71 5'0 21 18,100
T+ S R )
Sep 21 8- 54 51 03 9.800
. - 25-4 5-9 51 0-8 12,000
Nov, 340 26-8 7.2 5.1 21 16,400
Dec. 36-5 2718 8-7 54 3-3 8.800
Year 25-8 19-1 6-7



NOTES TO TABLES V AND VI

AUhouBh some of the figures in these tables contain an element of estimate,
1™ nevertheless illustrate the operation of the special export tax rearanably
Iccllrately. The figures in columr, 10 and 11 in Table V for the last seven
Mnths of 1934 and for the yean 1935 and 1930 are not the simple average, of
the monthly percentage figures, but represent the averages of the monthly per-
centages weighted by the corresponding various prices. Conversion of vanouj
items from guilder centi to pence with inevitable rouiiding-olf mvolvM a few
mail inaccuracies in calculating the percentages t vr

Table V is more detailed and also much more relevant than lable VI, as
the bulk of N.E.I. native rubber continued to be marketed via Sni*pore”
medium blankets. Tliough Table V offers the more reliable guidance, Table \ I
is simpler, and the figures it summarises were more often discu” at the u™ .
Column 3 ofTable VI is the basic price, which was often referred to by the N.E.I.
authorities as the pivotal price of the export tat machmery. There is a very
large di.scrcpaney in the annual average return to the natives a, shown m column 6
of Table V, and column 5 of Table VI. This results from the comparatively
small diirerenccs between ihc Singapore price ol medium blankets and the
Batavia price of ribbed smoke sheet, which were greatly magnified m the mtenor
where the prices were quoted after deduction of the duty and of expenses.

There is a wide measure of agreement among competent authonties on the
average cost of transport, processing and middlemen’s charp from thejnost
imuM-tant native districts to the Singapore market. Dr. WTiitford and the N.E.I
authorities esliinated the figure at about 4 to 5 guddcr cents per ha]f-kilo ofd
rubber in the mid-1930’s. The largest rcmiller in Singapore recently, in
privale conversation, gave mi indcp<-ndcnt estimate of H guilder cenli. A
figure of 4 cents has been adopted in the tables to ensure that any error should
be on the side of conservatism a.ul should understate rather than overstate tiic
burden of the tax. About onc4ialfccnt has been assumed as the cost of transport
and middlemen’s charges from the interior to the N.E.I. port of shipment, and
the balance as the cost of shipping to Singapore and of processmg and mjarkcting
there. These figures exclude the ordinary ad valorem export duty which hw been
calculated, as it was levied, on the basis of5 per cent, of the export value of native
rubber duiing the second preceding month

The average rate of duty in the tables refers to the efTccuvc rate  force and
not to the rales announcttl during the month ; hence the zero rate forJune i9.34_

The wide fluctuations in the net return to native producere (column b of
Table V and column 5 ofTable VI) indicate the disproportionate effect m the
interior of changes in the market price or in the rate of duty. Ihere is room
here for an appreciable margin of error in any given month, but the yearly or
even quarterly averages are unlikely to be seriously affccted”

The export figures are accurate ; the wide momh-to-monlh fltietuatiom reflec
the reaction ofshippers to the announcement of chango m the rate of the sp«ial
tax, and to a lesser extent their views on the probable course of the market
There was a time-lag between the announcement ot changes in the rate of the
special tax and the date the new rate applied to dry ru te . and this
to aeeelerate or withhold shipments in the interim period, errat ¢ fluctua-
lio.» cancelled out over a period, and did not alfect total shipments over say
8U months.



Table VII

Pmes of Export Righis and of Coupons and Market Price of Rubber »j
Second Month of each quarter, 1934-4)

1934
August
November

1935
February
May
August
Nwerabcr

1936
February
May
August
November

1937

Febniary
May
August
November
1938
February
May
August

1939
February
May
August
November

1940
February
May
August
November

1941
Febniary
May
August
November

-

Straiis ctnls per Ib.

(63}

See
Notes

MaUja

13

[

>t available

®)

Guilder cents per

half-kilo
@ iP)y1 6
23
19
Nogeneral
' 19 individual
See 1 18 restriction;
Notes 18 Cf.Chapters
i 20 1 89
22 |
23
124 !
34
19 1 39 22
13 139 13
2 13 15
18 25 10
20 23
16 19 13
23 27 18
2% 28 13
1
23 28 120
24 28 20
24 30 13
22 36 1 18
1 8
22 33 |16
23 33 i16
21 32 113
20 34
!
13 30 wml4
8 36 ' 19
3 33 113
0 33 ! 5(Oct)

1

S

BEB KBBRBR

SBNR gRAYL

_.H..
8 HH 88

<l

88

g2H



STATISTICAL APPENDIX Il

389
notes to table VII
The .ccorf moMh of
violent “up P ~no, Ceylon, November 1934, as the
toue. Ermttc notations faithfully reflcct the general
costs of about 1] | r p~ce afier payment of duty,
the Singapore price, f

lee of estate export rights before

miscellaneou. purees.
November 1936 ,934 "he pricc of these rights was low, as

in Malaya and me

. Transactions in these nghts were,
per half-kilo indicate the order of

"

the & », »/. WMUJ.
arc from the Admitiilraiim Riforls of "*=

S

le°?irhavetc”" X n The Ceylon quo,a..o,,,

""Fo™ NWayt"the Mn/o>™

r?2efra.T Jlo re“ nroc™SMAMAMAA Gelan.or ; tltese States eon.ain most

of the smallholding area quotations in Palcmbang, anti have

iow releases. The reason for the smallholders. The high pricca

anij 1940-41) are of considerable mtercst.

greleases in 1937.

The pur



Table VIII

Percentage  Malure Acreage out of Tapping at Ifu end of June and the end
of Dfcember, 1934-41

Malaya N.E.I. Estates Ceylon
Large j Medium Small
. Small- Older \ estates  \ estaUs estates
EstaUs mholdings , Provinces « \{100 acres | {50-100
l I g dher) ' Cacres)  geres)
o @ {3~ @ ® 1 ©® o)
1934 June w17 10 23 12
Dcc. : 14 7 21 12
MS Tunc i 18 22 25 20
Dcc. ;23 38 39 41
1936 June ' 27 40 35 40
Dcc. 23 31 27 26
1937 June 27 17 13 1
Dcc. 125 16 JK] 2 = 24 1 8
1938 June ' 20 B !B T 3H 1
Dec. ; 29 3 1 4 ;3 : 4 ; 60 62
1939 June i 32 43 i 39 i 39 1
Der. 19 2 24 |3 40
1940 June 116 20 1 18 ' B!
Dcc. ; 10 6 ! 14 ' 10 ; 27 1 37 « 3B
1941 June 7 5 i 10 5 1
Dec. , 6 (Ocu) — © — m— | 4 5 8

Up to the end of 1937 the Malayan estate area out of tapping includes aie.is
rested under rotational lapping systems, which arc excluded irom 1938 onwards.
This seriously vitiates the comparability of the figures, as after 1934 .some 10 lo
20 per cent, ofthe mature estate area was iisually untapped under this heading.
The data arc mostly from the Rubber Statistics Handbook

Some of the percentage.s of the Malayan smallholding area untapped refer
to the F.M.S., but the majority are for Malaya as a whole. The estimates of
the mature smalihoiding area untapped arc based on observations in varioia
digtricts by field officcn of the Department of Agriculture (published periodically
in the Malayan Agricullural Journal), and are meat hazardous. At best the figuro
indicate rough orders of m”~nitude.

The N.E.I. figures are from the Econamisch Weekhlad. There are no data of
areas untapped in the native districu.

The G”lon data are from the Administration Reports of the Rubber ConUoller-
The figures arc subject to a very lai*e margin of error, especially for medium
and small estates. There are no data before 1937, nor of the area out of tapping
at ihe end of June for any year.
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Table IX

Rjibber Supplies, 1934-41

Total Kxports under the Exports from other
exports scheme territories
Thousand Thousand Percerdage
tons tons of total tons of total
(1) @) _ (O] (5)
1934 1,032 1,018 98'6 14 1-4
1935 830 809 97-5 21 2-5
1936 866 838 96-8 28 3-2
1937 1,166 1,132 97'0 34 30
1938 871 838 97-2 33 3-8
1939 990 953 96-3 37 37
1940 1,395 1,350 96-8 45 3-2
1941 1.520 1,475 97-0 45 3-0
1934 co.un» () ~

The'1941 figures are approximate.

Table X
Other Frtnch
quota Indo-
Malaya countries Siam china
1929 52-7 29-4 0-5 M
1929-34 521 3211 0-8 1-6
1934 45-9 37-3 17 19
1935 44-7 34-6 35 34
1936 41-6 35-9 4-0 4-7
1937 42-3 37-3 31 37
1938 39-7 34-5 4-8 6-8
1939 366 37-4 4-2 6-6
1940 38-8 38-5 31 46

1941 37-8 48 3-0 3-3

Others
3-4
20
14
24
30
2-8
3-7
37
3-2
30



THE RUBBER INDUSTRY
Table XI
Absorplion of Rubber, 1934r-41

Other

US.A, U.K. countries Total

462 90 367 919
11991-?; 492 95 349 936
1936 575 99 364 1,038
1937 543 115 437 1.095
1938 437 107 390 934
1939 592 123 382 1,097
1940 648 147 290 1,085
1941 780 156 292 (approx.) 1,230

Tabt™ XII
Principal World Stocks of Rubber outside the Regulated Area

Slocks in terms

Tear-end stocks of months® Stocks in terms
{iruluding stocks  absorption at o f months'
afioal) ; average calendar  absorplion at

thousand tons yearly rate December rate
1934 . 726 9-5 9'9
1935 . 645 8-3 75
1936 . 464 u54 49
1937 . 532 5-8 7-4
1938 . 465 5-8 4-9
1939 . 359 3-9 3-8
1940 . 668 7-3 77
1941 1,000 (approx.) 10-0 (approx.) ]2'0 (approx.)

Tables IX-X11 based on the Siatislkal Bullelin of I.R.R.C., and Hiitory of Rubber
Rtgulalu>n, Slaiisrical Supplement
Table XIII
Prve of Rubber in London, 1934-41

Ribbed smoked sheet
in pence per Ib.

Highest L Mest Average
1934 . . 7-6 4-2 6-3
1935 . 6-8 5-2 6-0
1936 Lo 6-5 7-7
1937 . 13-8 6-8 9-5
1938 8-6 5-2 7-2
1939 120 7-6 90
1940 140 10-9 12-1

1941 14-6 120 13-6
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MALAYAN MIGRATION AND EMPLOYMENT
STATISTICS, 1926-40

Taw. | Arrival, in Malaya of South Indian Deck Passenger. 1926-40

Table Il Departure, from Malaya of South Indian Deek Passenger,
192670

Table 111 Migra.ional Sttrplus or Defidt. 1926-40

Table IV Number. Employed on Estates, in Mines and Factones,
19297

Table V

Numbers Employed by Government Departments, 1929-tO

Note on Table 1 of Chapter 15

Table |
Ar/au in Malaga of SoM N
(Thousands)

Official estinuite

p':QegSEelﬁs ' of uxjrking class

i passengtTs among

Adults : Minors  Adulu , AlitiOTS | wiassisUd amvaLs
13 1 @ ©) ®)_" ()]
23 3 151 24 16

3 133
gg 3 56 7 > gg
30 ' 2 1 100 14 2
24 1 2 1 58 0 19
f 18 2 18 1 2 ; 20 2
116, 2 Bz 1 i
! 1 |
a4 i oB ! 8 a
DT T B
¥ o w0l 3 1B %
36 4 40 1 5 45 5
rai 2 21 . 2 23 2
\ 1 P



the
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Table Il

Deparlum cf South Indian Deck Passtngm by B.LS.N. Vessels, 1936-40

1926
1927
1928
1929
1930
1931
1932
1933

62
22

(Thousands)

Repatriated free of cost 0O Aial estimau of
(ineluded in cols.

M'uars \ Total (i) & (3) ) .
. . dfpartitres udditional to
Adults i Alinors rtpaiTialei
@ @®) w o (6)
4 ~ e 13 ! 1 1
7 1 89 8 2
9 14
6 5 Not
30 152 56 22 a\ailablfi
20 101 41 15
17 84 42
5 33 7
3 28 1
4 38 5 15
5 40 7 17
5 44 5 23
13 75 21 28
43 12
24 9
Migratinnal Surplus or Deficit, 1926-40
(Tboufiands)
AduUs Adidis
Adults and minors Adults and minors
| 2 ! (2)
Lo N 1>09 ;1934 . . . s hél
+51 + 67 ) 1935 . . . +20 +27
- 26 - 28 i 193. . . . + 3 + 3
+29 + 37 i 1937. . . . +61 + 79
-64 - 84 1 1938 . . . - 22 -3
-63 - 81 1 1939, . . . - 16 - 20
- 51 66 t 1940. . . . - 8 -9
~ 10 13~
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notes to tables I—IIl

The flgurra cover all dcck fpco~c with a rridence
«M md

er (below 12 year, ofage) exelode InfanU
ve year, or over m Malaya)® W ass!

engers amvmg
(below three years) ..,,.,ded.

we;ig.enNin
“S S t= ~e :X a;”~rjr:ra?c: f .heyare uoley

to be seriously inaccurate »f.dults and minors together

passengers. Avnlxind bv the reluctancc of employers

OiraraddhL tT I"or® ™

or the icmnnatioii of the e "A'pS'Lgen paying their own fares up to

estimate of workmg”ajB arrives side but even allowing for this factor

» M .aya whenever conditions

deck passengers publuihcd m MaUya, as t~ isprobable, howei-er,

S in S r'tsef ;IS:;;'rSowrg mid.1930 Malaya lost by net emigration

population. According to the 191 cc , 1 Indians. Owmg

on the labour situation was even greater than wouto app
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note on table | OF CHAPTER 15

p. i. bred on o*
ss.and FMS.; * ' > "
.t (cmploymg ten or ,933"

rra of rabber estate employ-
ly fhAW trar-General ofStatW ¢
» comparison between these [~ es

" ”,r he' Labour Department (after all-Malaya

fijllre, “ e'rrpubUshed) suggest, that some 8,000-10,000 workers were on estate,

»mncd at,leend
nent became
in the annual f

other than rubber plantatiora

Labour Department Issued all-Malaya
Until 1933. the first year f -

(] r the U.M.S.
Sgures, no consecutive series ofthe Planters’ Association
For 1931 the figures are given m"* f.. ,933 onwards, and

ol Malaya. That report, the aU- j. g accounted for

Other subsidiary information sugg the U M S estate employment
.bout 70-75 per cent of estate emp”~ment. ,t g S and the F.M-s/and pro-
»as affected by much the same factoid as i

portionate changes m the n
MaSan faw " can

employment in the total
be gaugrf from .he connnuous series ofemployment
figures shown in Tables IV and V

Figure of Indian employment
empldVment includes contracton workers,

, reliable. Chinese estate
in the Chine»=
,he F.M.S. were

S by aW MOO3®registering “j'-s'j *'“Hed*"“ The

Were sometimes grouped under Others.
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Dennison, S. R., vi

Depression, fall in costs during, 269 ;
general re\ie\v of, 25 el seq. ;
impact of, on Malaya and the
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320 ; impact ofthe depression on,
15 el seq. ; imports, 22 ; indivi-
dual restriction, 143, 147 ; labour
situation in, 244-7 ; land tenure,
5; number of rubber-"roviing
smallholders, 116; planting den-
sity, 68, 143 ; pricra of export
rights and coupons, see Ei~rt
rights; prices ofrubber, 49
373 ; production, 8, 29, 49 eiseq.,
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136-8, 154, 156 et seq., 19! ft seq.,
207, 318 ei seq., 3V0, 373, 375,
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29, 34, 35, 42 el seq., 49 el seq..
58, 81, 97, 102, 114 el seq.. 142 et
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tion in, 32-3, 207

Quotas, 85, 96 et seq., 150 et seq., 382 ;
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Rae, G., 7, 37, 199. 208
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285, 307-8, 331-2; admmsstra-
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war, 154 et seq. ;
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345-6; N.E.l. 172 M f?-: vrsus
new planting, 189-90
Keslrictiono”v Regulation  ~
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assessment in, 107 et seq.j basic
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170; indusiri- in, 54; planted
areas, 379-80 ; production. 8, 'J
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,» Seq. o cstimatecl future pr"u«"

tIVC capacl and S
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49 et seq., 37>: production. 29,
56 et seq.. 96 el seq., 115 et seq.,
114, 170. 341. 375 ; produc-
tion, Makya, 42 ,1«, 97 98
V&0 ; production, N.I'J. w «
w. ; quotas of Malayan. J6 el

‘tapping tests in the N.E I.. 144 ;
technical progi‘css on,_2/-i rf seq. ,
see also Bark consumption, Malaya,
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Soil rrosion, 182, 187, 189, 259

Soliva. R., 275

Sov-iei Unlon kok-saghyz production,
305 ; synthetic rubber production,
290-1

Sovprene, 291

Spear grass, sa Lalatig

SKvcns.J-.ae, 67, 71. 79

Stevenson Scheme., xui, 3, U,
34, 37, 43, 44,65, 90, 93, 99 100
127, 203, 215, 327

Stockdaie. Sir Frank, 20, 283-4

Stocte, normal, and efficient producers,
19] etseq. ; ofrubbei-, 31, 45, 154
el seq., 169, 392 : see aho Buffer
stock scheme

Sivrene, 295, 299-300, 326-7

Sumatra, set Netlierlands East Indies

Supply, elasticity of, 28, 30

Synthetic rubber, compedtion with
natural rubber, 311 el seq. ; pro-
duction and costs, 290-1, 294,
296,299-302.316-17; rise of. 287
et seq. \ see also Buna N, Buna S,
Buinene, Butyl. Neoprene. Sty-
rene, and Thiokol

Tapping, improved systems of, 234-6 ;
on smallholdings, 40-1 ; percen-
tage of mature acrcage out of, 390 ;
holidays, 42-3, 48. 75, 108, 126 ;

policies, Ceylon. 303-5 ; icjis
ihcN .E.L, 144
Tax, export on N.E.I. native rubbfr
38, 101, 112-13, 115, 118, 124
142, 384</«?.
Tayler,V. A, 66-7, 71, 79 []

Tempany, Sir Harold, 362

Thiokol, 289, 291, 294

Tyresand tubes from Buna S, 297,310 ;
manufacture, costs of, 313-14;
production in tlie U.S.A., 26

United Planting Association of Malaya,!
, 237-B, 241

United States automobile produc'uon
in, 26, 132-3; production of!
synthetic rubber, 297 et seq.
some principal imports, xii; value ,
of British exports to, xii ; see also I
Absorption of rubbei-

United States motor industry, demand I
for rubber, xii, 25-6 [

United States Rubber Reser\r Com-;

pany, 305

U.S.S.R., see Soviet Union

Wages on estates, 18, 20. 23”4, 43, 45
50 ei*seq., 71, 21B 244 e\
seq., 322, 341

Whitford‘ H. N. 2-3, 66-7, 79-80,
108, 359, 361, 366-7
Wild rubber, 305

Yields of budgrafted rubber and clonal
seed, 262 et seq. | on estates and
smallholdings, 29, 60
seq., 108, 145 et seq..
342, 371
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