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THE RUBBER INDUSTRY f ••

■ THE H ISTO R IC A L BACKG RO U N D .

t̂riction

years

it

Th e  world’s rubber industry of to-day
was born with the present century, but 
it can hardly be said to have left the 

cradle before 19 10 . Commercial planting of 
rubber in the Middle East began about 1898, 
and in 1905 a quantity of some 150 tons of 
rubber was produced. The world’s rubber 
supply, obtained by the collection of the wild 
product in the Amazon valley and in Africa, 
amounted to about 55,000 * tons in 1901, and 
reached a peak of 83,000 * tons in 19 10 , by 
which time the plantation production was
11,000 tons. In 1906 plantation crepe sold for 
6s. per lb., and planting started in earnest, not 
only under the stimulus of such a price and the 
rapidly increasing production of motor vehicles, 
but aided also by the facts that the coffee in
dustry in Ceylon had been virtually annihilated 
by disease, while in general the older plantation 
industries were in a state of temporary over
production with its accompaniment of reduced 
profits. Between 1906 and 19 10  it is estimated 
that nearly i  million acres were planted with 
rubber, but none of this acreage was, of course, 
in bearing at the time of the great rubber boom 
when the price touched 12s. gd., and averaged 
8s. gd. for the whole of ig io . The profits at 
these prices were reaped by the wild rubber col
lectors, and by the very few early plantations 
with their output of ix,ooo tons; also, of course, 
by speculators, though many of them lost 
heavily in the end. But capital was poured 
into the plantation industry to an extent which 
at the time seemed perfectly preposterous and 
extremely dangerous to all concerned, though 
subsequent history makes it doubtful whether 
such fears and condemnations were really 
justified. At first sight it may appear curious 
that the early development of the rubber plan-

• The figures make no allowance for m oisture and other 
impurities^ and the dry rubber equivalent was probably a t  least 
20 per cent less*

tation industry should have been so exclusively 
a British affair. The United States was already, 
in 19 10 , consuming one half of the world’s pro
duction, and it might be imagined that the 
American tyre manufacturers, if not the in
vesting public, would have taken a hand in 
providing for their own requirements. But 
tyre manufacture in the U .S.A. was still a 
relatively small-scale industry, and all available 
financial resources were required by individual 
firms for the expansion of their manufacturing 
plant. Equally the United States as a whole 
had little or no surplus for foreign investment, 
while Americans disliked the idea of waiting 
six or seven years for any return, and had no 
experience of tropical plantation industries such 
as tea, coffee, sugar, etc., had already given to 
British capital. The only proved areas suitable 
for rubber planting were under the British flag, 
and, with ample funds to invest, London was 
obviously designed as the centre directing the 
development of the new industry. Germany 
might have played a much bigger part than she 
did, but early experiments in planting rubber- 
producing trees and vines, which were native to 
the German colonies in Africa, did not prove a 
success. This left British capital with a more or 
less clear field at the start.

The year 19 10  was a turning-point in many 
respects. The rising price-level of the previous 
ten years was replaced by a downward trend 
which has virtually continued until the present 
day—with the exception of the artificial boom 
of the restriction period—despite an increase 
of consumption to approximately eight times 
that of 19 10 . The wild rubber industry began 
a decline which can only end ultimately at zero 
—a fate which prices fortunately cannot share, 
though they are at the moment not far behind 
in the race ! But rubber planting was not con
fined to European ca p ita l; the interest of the 
Chinese and Malays, both in British Malaya

I
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and in the adjacent islands of the Dutch 
archipelago, was also aroused. The European 
industry was not much more than five years 
ahead of the native, and until certain recent 
potential developments came into sight, the 
native industry was catching up its late start in 
such a fashion as suggested the possibility that 
the European industry would in due course be 
forced to retire from the field.

After the collapse of prices to a five-shilling 
level in 1 9 1 1  and i g i 2 , with a rapid subsequent 
decline to half a crown in 1 9 1 4 , the influx of 
European capital largely ceased. Planting pro
grammes were vigorously pursued in Malaya, 
Ceylon and Java , and by 1 9 1 4  the area under 
rubber is now estimated to have been 2-5  
million acres, or nearly double that in 1 9 1 0 . 
B y  1 9 1 4  the efiect of the considerable planting 
before the boom is shown by an increase of 
plantation exports to 7 6 ,0 0 0  tons as compared 
with 1 1 ,0 0 0  in 1 9 1 0 . B y  no means all the capital 
supplied in 1 9 1 0  was, however, put to work by 
1 9 1 4 . But for the British Treasury's war-time 
prohibition of the export of capital, it is possible 
that the planted area would have continued to 
increase faster than it actually did. On the 
other hand, the price of rubber had fallen 
below 25, per lb., and there were many who 
feared that the expansion had been already 
overdone.* The actual increase, however, would 
certainly have been smaller but for Chinese 
and native planting, mainly of small-holdings. 
Native planting also began in Sumatra and 
other islands of the Netherlands East Indies, 
and since this latter at any rate was largely un
known at the time, probably more than a 
million acres were added during the Great War. 
Prices fluctuated during these years between 
two and three shillings, but in 1 9 1 7  and 1 9 1 8  
the shortage of shipping may be said to have 
neutralised the fall which would otherwise have 
accompanied the large additions to production 
from estates planted in 1 9 1 0 - 1 1 , and now 
coming into full bearing. As it was, stocks 
accumulated in the East despite the operation 
of voluntary restriction to the tune of 80  per 
cent, of the 1 9 1 7  output, and the- Singapore 
price was under is., i.e. less than half the 
London price-level quoted above. With the 
Armistice, sufficient shipping was released to 
make possible a total world net export of 
3 9 8 ,0 0 0  tons in 1 9 1 9  as compared with 2 2 1 ,0 0 0  
tons in 1 9 1 8 ; prices fluctuated somewhat 
violently, but the world was eager to replenish 
its stocks, and the average for the year was 
2 S. i\d . The voluntary restriction of rubber

• These fears found expression also in the  formation of 
Rubber Roadways, L td., a t  the end of 1913, to investigate this 
and other moans of increasing consumption.

production in 19 18  was one of several similar 
restrictions necessitated primarily by the short
age of shipping relatively to the distance 
between producers of staple raw materials and 
the chief countries of consumption. It has 
little permanent interest, apart from a govern
ment committee, the Rubber Protection Com
mission, which was appointed in Malaya, under 
the presidency of Sir George Maxwell, to con
sider the difficulties of the 19 18  situation. This 
commission drafted a scheme of compulsory 
output restriction for Malaya and the N .E.I., 
and efforts were made to secure the co-opera
tion of the Dutch. But the Armistice was 
signed before these negotiations had reached 
a serious stage, and therefore nothing came of 
the scheme at the time. It was this scheme, 
however, which was to be the runner-up "  
before the Stevenson Committee three years 
later.

Production, as measured by net exports, 
was therefore abnormally low in 1918, and 
abnormally high in 1919  owing to the shipment 
of stocks carried over from the previous year. 
I f  the 19 17  exports may be regarded as normal, 
the production of plantation rubber increased 
by at least 100,000 tons between 19 17  and 1920. 
The collapse of the post-war boom in America 
brought a crashing fall in price in the summer 
of 1920 from the near neighbourhood of 3s. to 
as low as lô .̂ At that time few estates could 
cover even their direct costs at such a price- 
level, and the Rubber Growers’ Association 
promptly called upon its members to restrict 
their output by 25 per cent, for one year from 
November i .  This restriction was well sup
ported by the members of the Association, and 
also by many Dutch and other foreign pro
ducers. But its effects on prices were less than 
was anticipated for two reasons, first because 
manufacturers, and especially American manu
facturers, were heavily stocked wdth rubber and 
rubber goods, and in addition had heavy for
ward commitments,* so that they virtually 
ceased to buy at a l l ; and secondly because the 
native plantings of 19 14 -16  were now coming 
into bearing, so that the actual production in 
Malaya was not reduced by the full 25 per cent. 
The extent to which visible stocks were 
accumulated appears somewhat surprising, but 
in part this may have been the enforced 
stock-holding of deliveries made in 1921 against 
forward purchases made in 1920. Statistics of 
stocks at this date are somewhat incomplete.

* The increase of absorption during 1919 was so startling 
tlia t m any manufacturers feared a  shortage and made future 
contracts for two or tiiree years ahead ; the resulting losses wore 
very great indeed, and brought about the b a i t a p tc y  of many 
American manufacturers, and serious difficulties to the biggestAmerican 
British firm.
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but the Stevenson Committee estimated a world 
total of 310,000 tons on Jan u aty  i ,  1922, of 
which only 60,000 tons was in producing 
countries. World production in 19 2 1 was re
duced by 50,000 tons as compared with 1920, 
and the outlook towards the end of that year 
was becoming in general a little brighter, so 
that prices rose somewhat sharply to above is. 
This coincided with the voting on the renewal 
of the R .G .A .’s restriction scheme. Whether any 
influence was brought to bear on the rnarket at 
this juncture by design, or whether it was a 
purely spontaneous movement, cannot possibly 
be decided, but the effect was that the R.G.A. 
failed to secure the support of its members to 
the necessary extent of 70 per cent. Many 
were dissatisfied with the partial character of 
the scheme, while some were optimistic as to 
an early revival in the American demand.

I

These and other factors doubtless operated in 
the minds of members, but it would certainly 
seem possible, and even probable, that if there 
had been no such rise in price, their verdict 
would have been different. In that event the 
whole history of the last ten years might also 
have been entirely different, for if voluntary 
restriction had been maintained for another 
year, any further restriction would probably 
have been avoided. As it was, the breakdown 
of voluntary restriction appears to have been a 
decisive factor in the mind of the Colonial 
Secretary, who had already received most 
urgent representations from Malaya and Ceylon. 
On October 24 he appointed the now famous 
Stevenson Committee, by w ay of a six months' 
belated reply to the R .G .A .'s request for com
pulsory restriction, which had been made early 
in the year.
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-AN O UTLIN E OF E V EN T S D U RIN G TH E PERIO D  OF RESTRICTIO N.*

T h e  Stevenson Committee was appointed on 
October 24, 19 2 1, and its first report is dated 
May 19, 1922. though it was not published until 
June. The report states, however, that the 
chairman reported the position to the Colonial 
Secretary, at that time Mr. Winston Churchill, 
towards the end of November 19 2 1, and 
obtained his authority to approach the Nether
lands Government with a view to ascertaining 
whether they would be prepared to co-operate 
in the adoption of one or other of the two 
schemes ultimately set out in their report. It 
is a reasonable inference, therefore, that the 
length of the Committee’s deliberations was 
primarily due to attempts to obtain at least in
formal assurances of co-operation from the 
Dutch Government, though the failure of these 
attempts may have necessitated prolonged dis
cussion by the Committee itself as to whether 
they should report in favour of restriction in the 
British Colonies irrespective of such co-opera
tion. In any case, the final decision of the 
Committee was that they could not carry their 
inquiry further “  until the attitude of the Dutch 
is definitely known,”  and they therefore recom
mended that the Colonial Secretary should 
”  cause further representations to be made to 
the Dutch Government on the subject with a 
view to holding an international conference in 
London of the principal interests concerned.” 

Proposals with regard to co-operative legis
lation to limit the output of rubber were 
accordingly made by the British Government 
to the Netherlands Government. Early in Ju ly  
the Dutch Rubber Growers’ Association at the 
Hague requested their Government to appoint 
a committee for the same purpose as the Steven
son Committee. But in August the Dutch 
Minister of the Colonies refused to appoint such 
a committee, and Great Britain was informed 
that the Netherlands Government had decided 
not to take at present any legislative measures 
to restrict the output of rubber in the Nether
lands East Indies. The Stevenson Committee 
then resumed its deliberations. In September 
the R.G.A. appealed to the Colonial Office to 
proceed with a restriction scheme regardless of 
the Dutch Government's refusal to co-operate, 
and announced its intentions to try and secure 
the voluntary co-operation of the British- 
controlled plantations in the Dutch colonies. 
On October 2 the second report of the Stevenson 
Committee was published, together with an 
official intimation that the Colonial Secretary

was in favour of its proposals for restriction 
in Malaya and Ceylon.

According to the first report of the Steven
son Committee, the salient facts of the situation 
were as follows :

Y ear.

19 2 0  .....................
1 9 2 1  ..................... .
1 9 2 2  (estim ated) *

W orld  P roduc 
tion.

000 tons
. . . .  3 7 0
.... 282 

400

W orld Consum p
tion  (i.e. A bsorption)

000 tons
3 10  
265 
30 0  t

Stocks on January i ,  1922, were estimated 
to be :

In consuming countries ...........
000 tons 
2 1 0

In producing countries ........... 6o
A flo a t............................................. 4 0

Total Stocks ............... 3 1 0

The Committee estimated “  necessary
stocks ”  at the equivalent of eight months' con
sumption, t.e. at 200,000 tons, and therefore 
considered that surplus stocks amounted to 
110,000 tons.

For convenience, it may be added that the 
price-level was around lod. at the beginning 
of January 1922, but then rapidly fell away, and 
was fluctuating between yd. and 8d. until the 
end of September with a general tendency to 
decline.

The Committee concluded that these figures 
suggested the need for a 25 per cent, restriction 
of output in order to reduce production to the 
level of probable consumption, but that in their 
opinion the depression in the industr} '̂ could not 
be sufficiently rapidly relieved unless a sub
stantial inroad were made into the existing sur
plus stocks during 1922, and that a more drastic 
restriction was imperative to ensure this.

The relative importance of different pro
ducing countries was estimated as follows :

P ercen tage of 
W orld  P ro 

duction .

Malaya ............................................  57‘5
Ceylon ............................................  ^ ^ ' 5

South India and Burma ...............  2-0
Netherlands East Indies ...............  25*5
Other countries................................ 2-5

100*0

• I.e. w ithout restriction, 
t  This was the average for 1919-21

relegated to the next section ; readers who are familiar with 
statistics see Appendix.
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In consequence, the Committee “  desire to 
put on record that at the outset of their in
quiry they formed, and have never departed 
from, the conviction that it was impossible to 
deal with the problem as one affecting only the 
British Colonies and Dependencies in which 
rubber is produced. . . . This conviction formed 
tlie basis of the Committee’s deliberations, and, 
in particular, they have throughout kept in view 
the fact that no scheme, however excellent in 
itself, could properly be recommended to you 
for adoption unless it commended itself to the 
authorities of the Dutch East Indies . . . ”

The Committee put forward two schemes. 
The first was the scheme of the F.M.S. Protec
tion Commission of 19 18 , elaborated by the 
Duncan Committee of 19 20 -2 1, and of which 
the fundamental principle was a restriction of 
actual output. The second scheme was Lord 
Stevenson’s own proposal for a restriction of 
exports by the imposition of a graduated scale 
of export duties, varying with the percentage 
of standard production {i.e. output during a 
specified previous period), which percentage 
would be automatically regulated according to 
the price of rubber. The Committee regarded 
this second scheme “  as the preferable of the 
two and easily workable,”  but no reasons for 
the choice are given in the report except a hint 
in the previous paragraph that the first would 
bring in no additional revenue to the State, 
whereas the second would, ”  and should not 
prove difficult to administer.”  The Committee 
proposed that for the first twelve months the 
percentage of standard production should be 
fixed at 60 per cent., and that when the 
quarterly average price of ribbed smoke sheet 
reached is. 3 f̂., the percentage should be raised 
by 5 per cent, with similar adjustments in the 
following quarters so long as that price was 
maintained. In fixing the pivotal price at 
IS. ^d., “ the Committee arrived at what they 
believed to be a figure which would ensure a 
satisfactory margin of profit, notwithstanding 
the somewhat higher cost of a restricted crop. 
At the same time, the manufacturers of rubber 
goods should be able to obtain their supplies of 
crude rubber at a reasonable price with much 
less risk of the violent fluctuations which have 
been such a drawback in the past, and should 
thus have every encouragement to develop new 
uses of rubber. . . . "

In their second report the Committee, faced 
with the refusal of co-operation by the Dutch, 
reversed their previous conclusion that such 
co-operation was essential, on the following 
grounds :

I. Excessive and increasing production of

A --

• ̂

rubber, owing to the failure of the pro
ducers to make voluntary restriction 
effective, with the consequent continua
tion of the depression in the price of 
rubber.
The R .G .A .’s request for restriction in 
British dependencies independently of 
the Netherlands Government’s attitude. 
The assurances obtained by the R .G .A . 
from British estates in other territories 
of their co-operation by voluntary re
striction on the lines of any restriction 
imposed within the British Empire.

They therefore proposed the adoption of 
Scheme II  as set out in their first report, with 
certain modifications and additions, basing their 
recommendations on an absorption of 300,000 
tons “  notwithstanding the fact that the rate of 
the world’s absorption of rubber for the present 
year shows a substantial increase ”  on this 
their previous estimate, because they wished to 
“  err on the safe side.”

The necessary legislation was rushed through 
in Ceylon, the Malay States and the Straits 
Settlements, and the scheme became effective 
on November i ,  1922. Its main provisions 
m ay be summarised as follows :

I.

3 -

The percentage exportable at the mini
mum rate of duty to start at 60
per cent, of standard production, which 
was in the case of mature areas to be the 
production in the year ending October 
3 1 ,  1920.
For the purpose of the scheme four re
striction quarters of 3 months each were 
established, beginning November i.
If during the second or any subsequent 
restriction quarter the price averages 
less than is. per lb., the percentage 
exportable at the minimum rate of duty 
shall be reduced to 55, and by a further 
five points every succeeding quarter un
less and until the average price of the 
preceding quarter shall reach is . ^d. {The 
percentage could not fall below 60 in 
the first instance unless the price 
averaged less than is.)
If and when in any restriction quarter the 
price averaged is . 3i/. but less than is  6 f̂., 
the percentage exportable at the mini
mum rate of duty shall be increased by 5 
points for the ensuing quarter, but if in 
any quarter the average price exceeds 
IS. 6rf., by 10 points for the ensuing 
quarter.
Once the percentage has been lowered, it

• I.e. 2 cents S traits currency.
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cannot be increased except on a basic 
price of is . ^d,

6. Any producer to be able to export more 
than his quota on payment of higher 
export duties, beginning with 4d. for the 
first 5 per cent, above his quarterly 
export quota.

The scheme does not lend itself to compact 
tabular summary, but, in short, the objective 
was to raise the price to is. ^d. by more and 
more drastic restriction if that was required, 
and then to allow a gradual resumption of full 
production so long as that price was main
tained : if it was not maintained, restriction 
would be steadily increased until that level was 
restored, while if the price rose above is . 6d., a 
more rapid rate of release was allowed.

Rules were issued to provide for assess
ments of standard production under unusual 
circumstances, and a standard scale of output 
was fixed for immature rubber. An advisory 
committee was appointed in London to co
ordinate the operation of the scheme in the 
different colonies, and to advise the Colonial 
Secretary as to the alterations in the rate of 
minimum duty required under the scheme, and 
on all matters referred to them by him. (Since 
the scheme ŵ as automatic, the advice as to alter
ations merely involved the reporting of the 
average quarterly prices.) Advisory commit
tees were also set up in Malaya and Ceylon to 
deal with the local administration of the scheme 
anH to advise their resnective Governments.

The First Restriction Year.
The publication of the report, and its 

adoption by the British Government, had an 
instant effect on prices. From 'jd. in September 
the price jumped to is. in October, and by the 
end of the year, stood at is. 2d., which, as the 
rise continued during January 1923, proved to 
be the average price for the first restriction 
quarter. The American manufacturers had con
cluded during the summer that no restriction 
would be enforced, and their agitation at the 
decision advertised to the world that they 
were badly bought, a matter of which specu
lators were quick to take advantage. For the 
second restriction quarter the average was 
nearly is. $d., and therefore an additional 5 per 
cent, release was allowed for the third quarter. 
But in that M ay-Ju ly quarter the price fell 
away again, and as it averaged only a little over 
IS . 2d., this additional release was cancelled, and 
the first year of restriction ended with the per
centage exportable at the minimum duty still 
60 per cent, and price failing by o*oo6 of a penny 
to reach the desired level of is. '^d. During

1922 production as measured by net exports 
had totalled nearly 400,000 tons, despite a 
certain amount of voluntary restriction, and had 
therefore very nearly equalled actual absorption; 
there had been a slight increase of stocks in 
Malaya, but no such general increase as the 
Stevenson Committee had expected in their first 
report. During 1923 restriction in Malaya and 
Ceylon prevented any increase in world supplies, 
and as consumption continued to increase, 
visible stocks * were reduced by 30-40,000 tons 
during the year.

A t first sight it may seem somewhat extra
ordinary that restriction to the tune of 40 per 
cent, on nearly two-thirds of the supply i d  no 
more than prevent any increase in world sup
plies. But it must be remembered that large 
new areas were coming into bearing in all pro
ducing countries. Thus, although in 1920 
Malaya had actually shipped only 181,000 tons, 
the standard production for the first restriction 
year was fixed at 274,200 tons. | This made the 
permissible shipments approximately 166,000 
tons as compared with exports of 214,000 tons 
in 1922, but actually Malaya in 1923 exported
201.000 tons owing partly to the shipment of
20.000 tons of the stocks on hand when restric
tion was imposed, and partly to evasion of the 
restriction regulations. In Ceylon there was a 
much greater proportionate reduction than in 
Malaya, but even the combined total was more 
than outweighed by the increased exports from 
other producing countries, headed by the N .E.I., 
with 23,000 tons more than in 1922. Thus 
although actual production in Malaya and 
Ceylon was considerably smaller than in 1922, 
the effect was completely neutralised, partly by 
the shipment of stocks on hand in those 
countries and partly by the increased produc
tion of other countries, and it was the increase 
in demand, and not a decrease in supply, w'hich 
brought about the reduction of stocks.

The results of the first year's working of the 
scheme, however, seemed such as to justify its 
adoption, and to offer good prospects of a rapid 
return to normality in 1924. Vigorous pro
tests had been raised by the rubber manu
facturers of Great Britain in October-November 
1922, but the appointment of Lt.-Col. J .  Seely-

•  Visible stocks throughout this Memorandum metm stocks a t 
the ports in the E ast and a t Para, rubber afloat to 
port stocks in the United Kingdom and a t  *V“ steidam and 
Antwerp, and po rt stocks plus “ ^nufacturere stocks in the 
United States. See Statistical A p ^n d ix , Table I \ ._  Thus

■ Lided <^S nT ac?uT rs% tocrs a ^  n o r in c lu d ^  except for the U.S A
t  There was much misconception, especially in ttie u .o.a .. 

on th is point. Although the assessment of mature estates
based o h t h e  actual production of ^  ^
did not mean th a t the to tal standard P « d “ « t̂ion of Malaga m
1923 would be no greater than  the total
Equally, to soy th a t there was over-assessm ent^cause the i  
f i^ r e  was so much greater is absurd, whatever the case on other
grounds^
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Clarke to represent their point of view on the 
Colonial Office Advisory Committee had more 
or less stopped any agitation from that quarter. 
The rubber manufacturers of the United States 
had also been up in arms, and after much pres
sure the R .G .A . had sent a small delegation to 
the U.S.A. The result was that the R.G.A. 
refused to entertain the American plea for 
modifications designed to give the scheme 
greater elasticity, but the majority of the manu
facturers maintain that their fears were allayed 
by informal but perfectly definite assurances 
that action would be taken to prevent any rise 
in price substantially above is . 6d.* The U.S. 
Secretary of Commerce, however, had become 
active in the whole matter of foreign combina
tions controlling essential raw materials, and 
rubber in particular. This Department was 
engaged in active propaganda during the spring 
of 1923 in support of the proposal for a survey 
of the possibilities of rubber growing in new 
countries, and such a survey was instituted by 
Congress, although care was taken to stress the 
point that the real reason for the survey was the 
anticipation of a rubber shortage in 1928-30 
owing to the recent and contemporary cessation 
of planting, and that it was not merely a 
reply to restriction by Great Britain. Apart 
from this activity by the Department of Com
merce, the scheme was not encountering any 
serious opposition from consumers by the end 
of the first year’s working.

The Second Restriction Year.

During the second restriction year (Novem
ber I, 1923-24) the percentage exportable at 
the minimum rate of duty remained at 60 until 
the fourth quarter, when it was reduced to 55. 
The average quarterly prices were approxi
mately IS . 2d., IS . id ., l id .  and is . 2\d. Thus, 
though there was a sharp recovery when restric
tion was tightened as the result of the failure of 
the average to reach is. in the third quarter, the 
average failed to reach is. 3 f̂. in the fourth 
quarter, and therefore the year ended with the 
prospect of a further reduction to 50 per cent. 
World net exports in 1924 totalled 428,700 tons, 
or approximately 20,000 tons more than in 1923. 
For the Malayan restriction area, the basis of 
assessment was changed to a scale of output per 
acre according to the age of the trees ; this con
siderably reduced the maxima for mature 
rubber, but was, however, partly balanced by the 
addition of new areas, and by the fact that all 
young rubber in bearing, but not yet mature, 
had become a year older and therefore qualified 
for higher assessments. The net result was a

• This m atter is considered in detail below. See pp. 4&-51.

standard production of 246,900 tons as com
pared with 274,000 tons. Additional allowances 
were, however, granted to small-holders, and the 
licensed export was probably nearly 170,000 
tons. Actually the net exports of Malaya 
exceeded this by nearly 15,000 tons. Of this 
excess of 15,000 tons, about 5,000 tons was due 
to a further reduction of stocks at Singapore 
and Penang, but the balance was presumably 
due mainly to smuggling or other evasion of the 
laws, since very little rubber paid more than 
the minimum duty. The net exports from 
Malaya were nevertheless 20,000 tons lower 
than in 1923. The standard production of 
Ceylon was slightly greater owing to the grow
ing m aturity of new plantations, and the net 
exports were approxim ately the same as in 
1923, the increased permissible exports being 
balanced by the absence of the small shipment 
of stocks which had taken place the year before. 
Against this total decline of 20,000 tons from 
the restriction area, the N .E .I. exported 32,000 
tons more than in 1923. Out of a total of
149.000 tons, approximately 23,000 tons came 
from British estates which were voluntarily 
following the restriction scheme, and their out
put was not appreciably greater. The output 
of the Dutch and other estates amounted to
69.000 tons, an increase of 10,000 tons on 1923. 
The balance of 55,000 tons was native rubber 
(at its estimated dry weight), and this was
20.000 tons more than in the previous year ; to 
some extent the increase was due to rubber 
smuggled from Malaya to Sumatra and other 
Dutch islands, but in the main it was definitely 
an increase of Dutch native production. E very  
other producing country increased its exports, 
and hence, as has been said, the world’s net 
exports were 20,000 tons greater. On the other 
hand, world absorption increased by 35,000 tons, 
and exceeded net exports by more than 40,000 
tons in the year. The statistics of visible 
stocks show an even greater decline, amounting 
to 60,000 tons, a discrepancy which cannot 
really be explained. The Stevenson Committee 
estimated necessary stocks at the equivalent of 
eight months’ consumption, including invisible 
as well as visible stocks. As stated above, crude 
rubber in the manufacturers' hands is included 
in the statistics of visible stocks in the U .S .A ., 
but in no other case. The recorded visible 
stocks on January i ,  1925, at i8 i,ooo tons, were 
equivalent to only 4^ months’ consumption at 
the 1924 rate, or including an allowance for in
visible stocks throughout the world other than 
in the U .S.A., it may be said that stocks were 
below two-thirds of the level deemed necessary 
and proper by the Stevenson Committee. Even 
if the Committee erred on the high side in this
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matter, the deficiency in stocks by January i ,  
1925, relative to the current rate of absorption, 
was nearly as serious as the excess had been in 
January 1922 and January 1923.

The Third Restriction Year.
For the first quarter of the third restriction 

year {i.e. November i ,  1924-January 3 1 , 1925) 
the percentage exportable dropped to 50 ; the 
average price just failed by a tiny fraction to 
reach the is. ^d., which would have given a 
10 points’ additional release, instead of the 
5 points actually secured. In the February- 
April quarter the average was over is. ^d., and 
during the third quarter, therefore, the percent
age exportable was raised by 10 points to 65. 
But consumption was still outrunning produc
tion, and stocks were dwindling still further. 
At the end of June 1925 the total visible stocks 
of the world were only 129,000 tons, which was 
equivalent to less than three months’ consump
tion at the current rate. In the United King
dom there was a mere 7,000 tons, and the 50,000 
tons in the U.S.A., which includes manufac
turers’ as well as dealers’ stocks, was equivalent 
to little more than one month’s American con
sumption. Nearly 60,000 tons is estimated to 
have been afloat, but only 22,000 tons were 
awaiting shipment in the Middle East, and this 
must be considered very near the necessary 
working minimum. As a result, in the M ay- 
Ju ly  quarter the price averaged 3s. 2\d. This 
gave another 10  points’ release to 75 per cent., 
but the price continued to rise, and averaged 
over 3s. 'jd. for the August-October quarter. 
The peak of 4s. ']\d. was reached early in 
December, but the increase in stocks in the 
U.S.A. at the end of the year to 51,000 tons, as 
compared with less than 35,000 tons at the end 
of September, showed that, with the exportable 
percentage again increased by 10  points and 
now standing at 85, the critical point had been 
passed, and at the close of the year the price 
had dropped to 3s. io\d.

The world’s net exports during 1925 
amounted to 517,500 tons. World absorption 
is estimated at 560,000 tons. The deficiency in 
supplies was therefore no greater than in 1924, 
but in that year it could be made good from 
stocks without seriously affecting the price, 
whereas in 1925 it could not. Moreover, the 
American manufacturers were not alone in their 
belief that a chronic shortage was almost in
evitable within a few years, and many believed 
that the rise in price was genuine, in the sense 
that it was an attempt to forestall the coming 
shortage by affording a stimulus to new plant
ing ; the native planting already going on in

the N .E .I. was still largely unknown. The 
actual deficiency was comparatively small— 
only 7 per cent.~but it was sufficient to raise 
the price by 400 per cent. In 1925 standard 
production in Malaya was eventually * fixed at 
276*793 tons. Including special allowances to 
small-holders, the licensed export was about
200.000 tons, whereas actual net exports were
210.000 tons, the excess being presumably the 
results of smuggling and evasion generally. The 
standard production of Ceylon was higher, but 
the net exports were some 2,000 tons in excess 
of the licensed export. Malaya and Ceylon 
together exported 35,000 tons more than in 
1924, and the N .E.I. nearly 40,000 tons more, 
of which native rubber contributed nearly 
thpe-quarters, though a substantial amount of 
this was rubber smuggled from Malaya to the 
adjoining Dutch Islands. In all, the world’s 
net exports were 90,000 tons more than in 1924.

The Fourth Restriction Year.
As has already been said, the fourth restric

tion year started with prices at the peak, and the 
exportable percentage at 85. At the end of the 
first quarter (January 31) the price was down 
to 2s. ^d., and the exportable percentage was 
raised by 5 points more than the 10 which was 
automatically due, thus brin ing the percentage 
to 100, and nominally removing all restriction.f 
On April 26 the Colonial Office announced 
drastic changes of the scheme. The exportable 
percentage for the coming M ay-July quarter 
was to be maintained at 100 per cent., but if the 
price during this quarter averaged less than 
I S .  C)d. the percentage would be reduced to 
80 for the August-October quarter. The 
“  pivotal price ”  was thus raised to is. gd.,  and 
provision made for greater elasticity of adjust
ment. No reasons whatever were given for 
these changes. At the end of April the price 
was under 2s., and the average for the quarter 
then ending was 2s. ^d. B y  the beginning of 
June the price was is. ^hd., but then the fall 
was more or less arrested, and though the 
tendency to decline continued, the price never 
fell below is. Sd .,  and the average for the 
quarter came out at is. 9*ooi7< .̂ Restriction 
was therefore avoided for a further quarter by 
the narrowest of margins. In the August- 
October quarter the average was only just over 
I S ,  8(f., and consequently the fifth restriction 
year began with an exportable percentage of 80. 
Meantime a radical change was taking place in 
respect of stocks. During the year 1926 the

♦ The mosimxim allowance per acre was increased during the 
y<H\t from 400 to 500 lbs,

t  This hud been foreshadowed in a  statem ent issued on 
December 4, 1926,
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world’s visible stocks increased from 159,000 
tons to 245,000 tons ; London and Liverpool 
started the year with 7,000 tons and finished 
it with 59,000, while the corresponding figures 
for the U.S.A. w'ere 51,000 and 72,000. But 
even at 245,000 tons, these stocks represented 
less than six months’ consumption at the 1925 
rate, or say seven months' if allow^ance be made 
for in\isible stocks outside the U .S.A., which 
w’ere probably abnormally large at this time. 
Three successive quarters of full production had 
done little more than restore a comfortable 
position, and even that would not have been 
accomplished if consumption had continued to 
expand. An account of events in the U.S.A. 
during the boom will receive special attention 
in Section IV. There can be little doubt that 
^Ir. Hoover's campaign for rubber economy had 
some share in reducing the American absorption 
of crude rubber by 25,000 tons in 1926 as com
pared with the previous year, but the main 
share in this achievement must be allotted to 
reclaimed rubber. In 1924 the U.S.A. had 
used 76,000 tons of reclaimed, or about as much 
as in 19 19  and 1920 and less than the amount 
used in 19 17 . In 1925 the absorption of 
reclaimed amounted to 137,000 tons, and in 
1926 to 164,500. In other words, without the 
increase of reclaimed the U.S.A. would have 
required 30,000 tons more crude rubber in
1925, and would have required as much crude 
rubber in 1926 as in 1925, instead of 25,000 tons 
less. The United Kingdom's absorption of 
crude rubber was increased by 10,000 tons inw '
1926, and the rest of the world maintained its 
net imports. World absorption was therefore 
reduced by some 15,000 tons, and this actual 
decUne, instead of the customary expansion, 
made possible the rebuilding of stocks to a 
reasonable level. World net exports, however, 
might well have been more than the 100,000 
tons greater which they actually were. The 
standard production of Malaya was fixed at 
314,853 tons, an increase of 38,000 due partly 
still to the increased area and the greater 
maturity of the trees, but also to the increased 
maximum for small-holdings. The licensed ex
port may be put at 300,000 tons, whereas the 
actual export was 286,000 tons, and of this a 
significant quantity was undoubtedly smuggled. 
Malaya could not in fact produce its standard 
production, although it exported 76,000 tons 
more rubber in 1926 than in 1925. Ceylon was 
in the same position ; with a standard produc
tion of 70,475 tons her exports only reached 
58,800, although this was an increase of 13,000 
tons. The restriction areas therefore provided 
90,000 tons of the increased supply, and the 
N .E .I. supplied 15,000 tons, mostly from

British estates which had been voluntarily fol
lowing the scheme and were now, therefore, 
producing freely. Dutch native rubber had 
temporarily come to a halt.

The Fifth Restriction Year.
The fifth restriction year opened with the 

exportable percentage reduced to 80, and during 
the first quarter (November 19 26 -Jan uary 
1927) the price averaged a little over is . yd. At 
the end of October 1926, the Colonial Office had 
announced a full revision of the scheme, thereby 
supplementing the incomplete and interim 
statement of the previous April. The revised 
scheme m ay be summarised as follows :

When the average price for 
the quarter i s :

Over 3s.
2s. or over.

The exportable percentage 
in the succeeding quarter to

be:
Increased to loo.
Increased by lo, or if 

previous figure 8o, increased 
to 100.

Not less than is. grf., but 
under 2S.

Not less than is. 3^., but 
less than is. gd.

No change until such 
average has been recorded 
for three successive quar
ters, when percentage will 
be increased by 10.

Reduced by 10, or if pre
vious figure 100, reduced to 
80.

Below IS . 3̂ f. Reduced to 60.

In no case would the exportable maximum 
be increased above 100, or decreased below 60.

The announcement also stated that no 
further alterations would be made for twelve 
months. Therefore, for the quarter February- 
April 1927, the percentage exportable was 
reduced to 70, and since in that quarter the 
price averaged only a little above is. y\d ., 
though this was a little higher than in the 
previous quarter, the minimum of 60 per cent, 
became operative during the M ay-Ju ly  quarter. 
Despite this rapid return to drastic restriction, 
the price continued to sag slowly, until in the 
latter half of June there was a sharp break from 
a little under is. 8rf. to is  ^ \d . From this there 
was some recovery, and throughout Ju ly , 
August and most of September the price 
hovered round about is. ^d. After another 
break to under is. ^d., there was again some 
recovery, and the average for the August- 
October quarter eventually came out a little 
over I S .  ^ \ d .  The stability during the first half 
of the year, and the decline and more nervously 
erratic course of prices during the second half 
finds its counterpart in the statistics of stocks. 
At the beginning of 1927, the world’s visible 
stocks amounted to 259,000 tons ; at the end 
of June the figures showed only a small increase.
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but September saw a much larger addition, 
despite the return to 6o per cent, restriction 
five months previously. During the first half 
of the year the failure of Malayan exports to 
show any reduction at all commensurate with 
the reduced permissible export was put down, 
and quite rightly, to the fact that producers, 
having been unable to produce their standard 
production during the three quarters of 1926 
when there had been no restriction, had accu
mulated a substantial amount of unexpired 
export rights and coupons. The reduction to 80 
in the November-January quarter hadmade little 
difference to the exports from Malaya, which 
had never much exceeded 90 per cent, of the 
standard production and were now maintained 
at that figure by the use of these accumulated 
export rights. As restriction was tightened, it 
became gradually effective, but so slowly that 
by August the market was beginning to think 
that it never would achieve the reduction in 
supplies from the restriction area necessary to 
outweigh the increase in supplies from other 
sources. The standard production of Malaya 
in 1927 was 336,900 tons, and the licensed ex
port (for the calendar year 1927) may be 
put at approximately 220,000 tons ; actuaUy 
the exports amounted to 242,000 tons. On 
November i ,  1926, unexpired export rights 
totalled 23,544 tons ; at the end of January 
1927, the total was 18,870 tons, of April 1927, 
13,600 tons, and of the calendar year, approxi
mately 10,500 tons. Thus of the 22,000 tons 
excess of actual over licensed exports, probably
10.000 tons represented unexpired export rights,
the balance being presumably smuggled rubber, 
etc. Ceylon's exports were also 10,000 tons 
more than they should have been on the basis 
of standard production. The actual exports 
from Malaya and Ceylon were some 47,000 tons 
less than in 1926, but against this there was an 
increase of 26,000 tons from the and
7.000 tons from other countries. The final 
result was that world net exports were 607,3(w 
tons as compared with 621,900 tons in 1926. 
World absorption is estimated at 590,000 tons 
or an increase of 45,000 tons ; there was only a 
small increase in the U.S.A. and the U .K ., but 
the net imports by other countries showed a 
record increase of 32,000 tons, and this resulted 
in a reduction of stocks in the U.K. in the last 
quarter of the year. The world’s total visible 
stocks increased by 13,000 tons during the year, 
and at the end represented a little less than six 
months' consumption.

* Some lim itation  w as imposed on th e  valid ity  of export 
righ ts  issued on and  a fte r F ebruary  1, 1927, b u t as th is w as no t 
retrospective, an d  as all estates could produce up  to  th e  60 per 
cent, release then  operative, the  effect was negligible.

The Sixth Restriction Year.
The sixth and last year of restriction opened 

with a rapid rise in price from under is. ^d. to 
over IS .  M ., and the average for the first quarter 
was I S .  yd., nearly 2\d. more than in the pre
ceding quarter. Although on October 20,1927, 
the Colonial Office had announced that the 
Governments of Malaya and Ceylon would be 
asked to overhaul the machinery of the restric
tion scheme “  with a view to increasing the 
efficiency of its working,” and that “  full right 
was reserved to make any changes considered 
necessary as from February i ,  1928, as much 
notice being given as possible.”  no changes 
were in fact made at that date. The only 
material alteration was the introduction of a 
new basis of assessment in Malaya, which was 
undoubtedly designed to reduce the standard 
production, and did in fact do so by nearly 
23,000 tons. Restriction was thus tightened, 
although the percentage exportable remained 
unaltered, and further limitation on the use of 
unexpired export rights also tended in the same 
direction. But though restriction was thus 
increased, the main reason for the substantial 
rise in price was a wave of heavy buying not 
only by the Continent but also by the U.S.A. 
During January 1928, prices began to decline 
slowly, and had reached is. t \d .  when on 
February 9 the Prime Minister announced that 
the Committee of Civil Research had been asked 
to report on the whole policy of restriction, 
whether the existing scheme should be con
tinued, modified or removed, and to submit 
recommendations both as to the poUcy to be 
adopted, and as to the steps to be taken to carry 
it into effect. This announcement lowered 
prices by i \d .  at the close of the day's business, 
quotations having been 2\d. lower at one time. 
A steady but rapid decline then ensued, ^ d  by 
mid-March the price was below is . During the 
latter half of the month there was some 
recovery, and at the beginning of April the level 
was approximately is. id .  Then on April 4 
the Prime Minister made his announcement 
that the Government having received the report 
of the Civil Research Committee, had decided 
that all restrictions on the export of rubber 
from British Malaya and Ceylon will be 
removed on November i ,  1928, the existing 
scheme being continued unaltered in the mean
time.”  This announcement was made just 
after the close of the London market, and there
fore before the closing of the New York market 
—a matter which gave rise to considerable 
criticism from Mincing Lane. On the following 
day tlie price dropped by 4hd. but speedily settled 
between 8d. and qd., where it remamed until 
the end of May. In June there was an advance
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to a little over gd. and in September a small 
decline. B u t broadly speaking the price-level 
was stable at from April until the
removal of restriction on November i ,  and
indeed until the end of 1928.

In  the two months following the end of
restriction Alalayan net exports were at a rate 
of nearly 60,000 tons per month, as compared 
with an average of less than 20,000 tons in the 
preceding months of the year. In order to 
ascertain the relations of production, con
sumption and stocks during the final year of 
restriction and at the same time to secure com
parability with figures already given and to be 
given, it may be assumed that during November 
and December a total of 35,000 tons would have 
been exported if restriction had continued at 60 
per cent. A similar assumption may be made 
for Ceylon. The net exports of Malaya during 
1928 may then be put at 215,000 tons, and of 
Ceylon at 50,000 tons. Shipments from the 
N .E .I. were not much affected by the removal 
of restriction, and the total world net exports 
in 1928 may be put at approximately 560,000 
tons. World absorption amounted to 680,000

tons. Thus demand was in excess of supply to 
the extent of 120,000 tons, as is also shown by 
the decline of stocks in consuming countries. On 
September 30, 1928, world visible stocks were 
equivalent to less than four months’ consump
tion at the current rate. The fall in prices from 
IS. yd. in Jan u ary  to less than half that amount 
is no criterion whatever of the current relations 
of demand and supply ; consumers knew, or 
thought they knew, that there would be ample 
supplies soon after the removal of restriction, 
and by allowing stocks to dwindle to a point 
which in 1925 had resulted in rubber at 4s. 6d., 
the increased demand was just met until the 
increased supplies became available. Otherwise, 
since stocks were by no means excessive at the 
beginning of the year, the increased demand 
would certainly have required increased supplies 
from the restriction areas, and the price would 
undoubtedly have been in the neighbourhood of 
IS. gd. or even 2s. B ut such reflections more 
properly belong to the next section in which the 
wisdom or folly of this and other aspects of 
restriction will be discussed on the basis of the 
facts now duly set forth.
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III.— RESTRICTION FROM THE PRODUCERS’ POINT OF VIEW.

(i) The Necessity and Advisability of
Restriction.

The word “ necessity ” here requires some 
definition. It is meant to imply that under 
laissez-faire equilibrium between supply and 
demand would not have been established suffi
ciently quickly or smoothly to avoid the 
financial failure or actual closing-down of pro
ductive capacity which was reasonably efficient 
at the time, and which would be required again 
in the near future, and that artificial control 
was necessary to avoid a wholly unnecessary 
financial loss to the industry and the com
munity. There is a general presumption that 
laissez-faire makes for the best interests of the 
producer, as well as the consumer ; the question 
here is whether this general presumption was 
on this occasion incorrect, and whether there
fore some form of artificial control was not 
necessary to secure the best interests of pro
ducers— the consumers’ point of view will be 
considered later. If not deemed an absolute
necessity, some measure of control might still 
have been advisable.

In order to answer the question whether any 
form of conscious control was necessary, some 
attempt must be made to estimate what world 
production would have been if there had been 
no restriction, and if no capacity had been 
closed down. This is an extremely difficult 
and hazardous task. During the first restric
tion year, Malayan assessments of standard 
production were most probably on too generous 
a scale, and therefore the standard production 
of the second year may be taken as approxi
mating potential production both in 1923 and 
1924. As will be argued later, there is, however, 
some doubt as to whether the Malayan small
holders were not under-assessed in the sense 
that they would have produced more than their 
assessments if there had been no restriction. 
But while this qualification should be borne in 
mind, its magnitude would not be sufficient to 
invalidate the arguments to be based on the 
statistics in the table below. The statistics of 
standard production can be taken as a reason
able and sufficient approximation to potential 
production up to and including 1925. But after 
that the hypothesis becomes more and more 
doubtful. On the one hand, we now know that 
the actual production in 1929 and 1930 has 
been enormously greater than the highest stan
dard production during the restriction period. 
But there is also little doubt that this increase 
was partly, if not mainly, due to restriction, in

the sense that if there had been no restriction 
scheme it would not have occurred ; this matter 
will be considered in detail in Section VI. Even 
making some allowance for this, however, it is 
possible that the statistics of standard produc
tion under-represent the probable potential 
production. On the other hand, it may also 
be argued that if there had been no restriction 
scheme, tapping would perforce have been con
tinued at an unduly high rate, and that from 
1926 onwards even the standard production 
could not have been realised. Any estimate of 
potential production after 1925 thus becomes 
increasingly dubious and difficult, and the 
second half of the table should not be made the 
foundation of too serious argument. It has, 
indeed, been included only with considerable 
misgiving and mainly for the sake of complete
ness, though it may be observed that the chance 
that potential production has been over-esti
mated is most probably no greater than the 
chance that it has been under-estimated. In 
the following table, therefore, the potential pro
duction of Malaya for 1922-23 has been put at 
the actual standard production of 1923-24, and 
the potential production in 1927-28 at the 
standard production of 1926-27, since the reduc
tion of standard production in 1927-28 was 
almost certainly arbitrary, as will be explained 
below ; for all the other years the potential 
production has been taken as the standard pro
duction, and throughout the whole restriction 
period this applies to Ceylon. The table on 
the opposite page shows the potential pro
duction of Malaya and Ceylon in comparison 
with their actual exports for the calendar 
years, and the excess is then added to the 
total world exports for comparison vnth world 
absorption.

\Vhen the Stevenson Committee began their 
deliberations in November 1921, they estimated 
that on January i, 1922, surplus stocks {i.e. 
over and above the stocks of convenience) 
would amount to 100,000 tons, and that by 
January i, 1923, this surplus would be doubled. 
It seemed to them that production was a great 
deal in excess of the probable demand in the 
immediate future. Actually, as they realised 
by the time that they composed their second 
report, consumption was rapidly increasing as 
the U.S.A. recovered from the depression of 
1920-21, and had almost caught up production, 
though allowance must be made for the con
tinuance of voluntary restriction by some 
British estates during 1922. Broadly speaking, 
however, when restriction began, production
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1922
1923
1924
1925

( 1)

Potential Pro
duction, Malaya 

and Ceylon.

Actual Exports, 
Malaya and 

Ceylon.

1926
1927
1928

307
309
343

238
220
256

385
408
410

345
297
357

(3)

ExccfW of Poten
tial Production.

(4)
World Export • 

+  the excess of 
potential ])ro- 

ductlon in 
Malaya and 

Ceylon.

(5)

World
absorption.

(6)
Excess of World 
potential pro
duction over 

actual absorp
tion.

(7)

Excess of actual 
supplies over 
actual absorp

tion.

Tliousand Tons.
%

410 390 20 -i-10
69 486 435 51 - 2 8
89 527 470 57 - 4 2

1 M

87 615 560 55 - 4 2

40 662 545 117 +  77
111 n z 600 128 +  7

53 720 680 40 — 23

.  Som e allovenoe m uet, h o w ev e r.b e  m ode for th e  fac t th a t  m an y  BritiBh eat,vtee in
obBe^^~ine th e  restric tion  schem e. No accu ra te  allow ance can  be calcu la ted , an d  therefo re  a n  ad d itio n  of 10,000 to n s  has been m ade
t o ^ d  e :5 o r to  on  th is  accoun t for each year ex cep t 1920 w hen th e  e x p o rt allow ance w as 100 p e r  cen t, d u rin g  th re e -q u a rte rs  of th e  
year. I t  is also fairly  certa in  th a t  N .E .I . n a tiv e  o u tp u t w as n o t a t  its  p o ten tia l in  192-.

and consumption were nearly in equilibrium,f 
and the only real trouble was 100,000 tons of 
surplus stocks, the true burden of which was 
being rapidly reduced as consumption in
creased. This is the basis of the American argu
ment that restriction was really unnecessary, 
because the trouble in 1921-22 was not 
primarily excess producing capacity, as the 
Stevenson Committee implied, but a temporary 
decline in consumption which had almost 
passed away by the time restriction was im
posed. The validity of this argument may be 
admitted, and with the admission goes the 
essential part of the case for restriction as 
presented by the Stevenson Committee. But 
this equilibrium at the end of 1922 was very 
short-lived, not because consumption declined 
again, though the 1922 rate of increase was not 
maintained, but because production was ex
panding even more rapidly than consumption. 
In their first report the Stevenson Committee 
stated that in their opinion “ consumption is 
not likely to overtake potential production for 
some years.” If this forecast was wrong, it 
was wrong in the letter only, but the Committee 
should have stressed that the cause would lie in 
the future increase of productive capacity and 
not in any failure on th,e part of consumption. J 

At first sight the excess of production from 
1923 until 1927, as shown in column 6 of the

t  As the  Tim es  realised on Septem ber 19, 1922 : “ An 
equilibrium  of supply an d  dem and appears a lready  to  have  been 
established.”  See also th e  issue of O ctober 12 : “  The schem e 
h as  been produced ra th e r  la te  in th e  d ay , for since th e  Com 
m ittee  w as appointed  the  aspect of th e  ru b b er m a rk e t has 
com pletely changed.”  I t  m ay  be rem arked  in  passing th a t  th e  
Tim es  w as consistently hostile to  restriction  from  th e  s ta r t , 
th o u g h  th is  in  no w ay  d e trac ts  from  th e  v a lid ity  of these 
particu lar observations.

J The Com m ittee appears to  have been g rea tly  im pressed 
by  th e  increase in mileage per tyro  resu lting  from  th e  substitu tion  
of th e  cord for th e  fabric ty re  w hich had  tak en  place during  
1919 and  1920 ; m ore rubber w as required in  th e  m anufacture
of th e  cord ty re , b u t  its  wearing qualities wore m uch greater,

dean d  therefore th e  replacem ent dem and w as rap id ly  declining. 
A ctually  th is  fac to r m ade little  diSerenco owing to  th e  u n 
expectedly rap id  developm ent of th e  m oto r industry  and  of 
road  transpo rt.

above table, seems so great as to make the 
necessity for restriction absolutely self-evident. 
But these figures require modification. In the 
first place, restriction undoubtedly affected the 
volume of stocks carried by merchants and 
manufacturers. During the first three-quarters 
of 1923 stocks in the hands of American manu
facturers remained more or less constant at the 
same level as in the past three years, despite the 
increase in absorption. At the end of 1921 
many of them had perforce come largely under 
the thumb of their bankers, and the bankers in
sisted that since their troubles had been mainly 
caused by huge losses on stocks and forward 
contracts, they should drastically reduce the 
ratio of stocks which they had been in the habit 
of maintaining. This, however, is hardly an 
adequate explanation for the absolute reduction 
of stocks during 1924, which must be attributed 
either to a deliberate attempt to ” break ” 
restriction, or to the conclusion that with the 
percentage at or below 60, there was plenty of 
rubber readily available even under the restric
tion scheme. If the American and British 
manufacturers had even maintained their stocks 
at the 1923 level, there would have been a 
significant increase in net imports, and much of 
the excess of world potential production over 
actual absorption (col. 6 in above table) would 
have been required for the maintenance of the 
American manufacturers’ stocks. Moreover, 
the statistics of world absorption represent onl}̂  
net imports for all countries other than the 
U.S.A. and the U.K., and no account is taken 
of their invisible stocks, which were also cer
tainly reduced. As a true measure of actual 
absorption, the statistics in col. 6 require to be 
increased slightly on this account during 1923 
and 1924, and reduced in 1925 when these 
depleted invisible stocks in Other Countries 
were rebuilt. Finally, it is possible that actual 
world absorption would have been slightly 
higher during 1923 and 1924 if the price had
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been, say, about lod., though manufacturers 
have repeatedly declared that within reason, 
consumption is little affected by the actual price 
of crude rubber. Taking these and other points 
into consideration, it seems doubtful whether in 
the absence of restriction there would have been 
much increase in the outstanding ioo,ooo tons 
of stocks during 1923 and 1924, and there might 
even have been some reduction.

In 1925 it is certain that the high price 
brought about heavier production by all pro
ducers not subject to the restriction than would 
have been the case at lower prices, and thus, 
though the true world absorption might have 
been smaller than the fi^ re in col. 6 for the 
reason given above, this would have been 
balanced by a smaller actual production. On a 
w'orld consumption of, say, 540,000 tons, the 
eight months' equivalent stocks required for con
venience according to the Stevenson Committee 
amount to 360,000 tons. It would not, however, 
be reasonable to regard this ratio as unchanging. 
In 1921 the world's shipping was still some
what disordered as the result of the war, 
whereas in 1925 an ample supply of tonnage 
was available, no congestion existed at the 
ports, and in general the speed and certainty 
of transit was much greater. Further, it must 
be appreciated that as a defence against the 
operations of speculators a smaller propor
tionate volume of stocks will suffice as the 
volume of consumption increases, for the supply 
of speculators and their resources is not un
limited. Hence to-day a six months’ ratio is 
generally considered adequate, and in 1925 not 
more than seven months would have sufficed. 
Even a seven months’ ratio, however, meant a 
total amounting to 315,000 tons, which would 
have been approximately the total stocks in 
existence in 1925, supposing that there had 
been no further addition during 1923 and 1924, 
as has been argued above. It seems, therefore, 
reasonable to suppose that during 1925 equili
brium would have been re-established between 
demand and supply, and stocks would have 
become normal ; the price might therefore be 
supposed to have risen to a reasonably profit
able level. During 1926 the lower, though still 
high, prices almost certainly again led to a 
larger production than would have resulted at 
a price-level a little above is., wffiile the actual 
decline in world absorption was certainly due 
to the effects of high prices both on consumption 
and in stimulating the use of reclaimed rubber,*

• I f  there  had  been no stim ulus to  th e  use of reclaimed 
rubber, its  consum ption m iglit have been, say, 100-120,000 tons 
in 1926 instead of 164,000 tons, and , say, 120-140,000 tons in 
1927 instead of 190,000 tons. Consum ption of crude rubber 
would therefore have been considerably larger on th is account 
olone. On the  general subject of reclaimed rubber, see page 54.

as well as to the campaign for rubber economy 
in the U.S.A. Consumption might still have 
failed to equalise production, but making allow
ance for the correspondingly higher level of 
necessary stocks, the excess of supply would not 
have been at all considerable. The same sort 
of considerations apply to 1927 ; consumption 
might perhaps have reached 630,000 tons, while 
production might not have much exceeded 
680,000 tons ; the discrepancy would have been 
bigger than in 1926, but not so great as to create 
a crisis. The figures in the table for 1928 are 
misleading in several w ays; world exports 
were swollen during November and December 
by abnormally heavy shipments of stocks accu
mulated during the previous months while 
restriction was a-dying ; equally world absorp
tion would have been greater if invisible stocks, 
as well as visible stocks, had not been heavily 
drawn upon. To suggest that consumption 
was drawing ahead of even potential production 
is little more than guess-work, though it is quite 
in line with the course ot events in 1929. Any 
surplus stocks accumulated in 1926 and 1927 
would, however, almost certainly have been sur
plus no longer.

It must be admitted that these suppositions, 
especially after 1925, are largely a matter of 
guess-work, but the considerations which have 
been advanced will at least serve to undermine 
any hasty conclusions as to the necessity for 
restriction which might be drawn from calcula
tions such as those in the table above. Broadly 
speaking, the odds are that without restriction 
the rubber producing industry would have had 
a difficult time in 1923, and probably, though to 
a lesser degree, in 1924. By a difficult time is 
not meant a continuation of the highly critical 
conditions existing during the summer and early 
autumn of 1922. The price-level of yd. to Sd. 
then ruling was certainly well below the costs 
of a substantial part of the production at that 
time, and its continuance would have spelt 
widespread bankruptcy to producers in almost 
all countries. But such a price-level could not 
have continued much longer in the face of the 
revival of consumption, even with the existing 
accumulation of surplus stocks. The fact that 
the announcement of restriction had such an 
effect on prices shows that the market was only 
waiting for some such initial stimulus, for 
though admittedly speculation played its part, 
this would not have been so effective if manu
facturers had not been short of supplies. The 
trouble in 1923 was, and would have been in the 
absence of restriction, the surplus stocks ; their 
existence might have kept down prices just too 
long for the resources of producers ; and the 
recourse to restriction must find its justification
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largely on the ground that it ended such a 
danger. Once over this difficult time in 1923, 
there would have been steady improvement 
during the next two years, to a profitable and 
reasonably stable basis in 1925-26, and if 1927 
had seen stocks mounting somewhat, 1928 
would probably have seen the movement 
reversed. The case for restriction seems there
fore to rest on the extent of the damage which 
would have resulted if, under the weight of the 
surplus stocks, prices had failed to rise for, say, 
another six or nine months to the level of lod. 
which was probably about the level of marginal 
costs at that time.

When the problem is thus narrowed down 
to its true extent, there is obviously room for 
differences of opinion. Consideration must be 
given to the various groups which make up the 
rubber producing industry of Malaya— Euro
pean estates, Asiatic estates, and Malay small
holders— while the point of view of the F.M.S. 
Government must also receive attention. There 
can be no doubt that at the time the European 
companies* asagroupwereinastateof desperate 
anxiety, and full of fears lest they should be 
unable to carry on, and therefore have to sell 
their properties at knockout prices, or close 
dowm with the prospect of much costly reclama
tion work if and when prices recovered to a 
profitable level. Even looking back, many 
responsible men maintain to-day that without 
restriction in 1922 at least 20 per cent, of the 
estate acreage would have been abandoned, 
while there seems little doubt that American 
capital was only waiting for prices to faU a little 
lower before making substantial purchases. On 
the other hand, equally responsible opinion now 
inclines to the view that such fears were exag
gerated because the full extent of the recovery 
in the American demand was not realised suffi
ciently quicldy. Probably the truth lies some
where between the two ; it certainly seems 
Ukely that some acreage would have been 
abandoned, and that some estates would have 
changed hands, but it is doubtful whether the 
estate industry as a whole would have suffered 
as badly as many other industries suffered 
during the world depression of 1921. The 
Malayan dollar companies would probably have 
been harder pressed than the sterling com
panies, for the latter as a group had been 
pursuing a more prudent financial policy in 
respect of reserves, etc. ; this partly accounts 
perhaps for the fact that Malaya was much 
more solidly in favour of restriction than 
London. But the necessity, or even perhaps 
the advisability of restriction is certainly

•  In  1022 ra th e r under 55 per cent, of the  p lan ted  area was 
in  European ownership.

difficult to justify if the European companies 
only are considered.

The position of the Chinese estates * was, 
however, much more acute, and this weighed 
heavily with the E.M.S. Government. The 
difference between European and Chinese busi
ness methods is considerable. In the first place, 
probably 90 per cent, of the Chinese estates and 
holdings are one-man concerns. Secondly, 
while a Chinese must have sufficient capital to 
cover the costs of the opening-up and planting, 
he does not wait until he has capital to finance 
the costs of the five to six years’ period of waiting 
for the trees to grow. He plants, hoping to be 
able to finance a large part of the waiting period 
out of current annual savings from his existing 
source of income, and to be able to borrow the 
balance required ; hence most Chinese estates 
are in debt before production actually begins. 
He borrows where he can, but there are three 
chief sources:

From shopkeepers, largely in the form 
of credit for food and materials. A 
number of estates, even under normal 
conditions, pass into the hands of shop
keepers by default on these advances. 
Usually Chinese shopkeepers put their 
savings into their shops, and not into tin 
or rubber, but in this way a good many 
of them have, so to speak, perforce 
become owners or part-owners of rubber 
estates, and even tin mines.

From the banks. The banks in Malaya 
are mainly exchange and not mortgage 
banks, but they will accept mortgages on 
house property, etc. Since they insist 
on good security, their rates are relatively 
low (say 7-8 per cent.), but for the same 
reason they provide very limited 
amounts. Hence the Chinese must 
usually have recourse, sooner or later, to 
borrowing
From the Chetties or professional money
lenders. The small Chetties are much 
like the pawnbrokers of Europe, but 
there are many big firms, which are 
really better described as “ financiers.” 
These latter have played a very impor
tant, and perhaps both necessary and 
beneficial, part in the economic develop
ment of Malaya, because they have been 
prepared to take risks which the banks 
would not take. Their usual method of 
business is to borrow from the banks on 
their own capital resources at, say, 7-8

•  M ost of tho  holdings betw een 25 und 100 acres aro  Chinoso 
owned, as  well as  p rac tica lly  all the  A siatic ow ned holdings above
100 acres. R a th er under 20 per cen t, of th e  p lan ted  area in  
M alaya was therefore in  Chinese ownership in  1922.
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per cent., and then charge their clients 
perhaps 12 per cent, in ordinary times 
and 15 up to 25 per cent, in had times. 
These rates appear high, but their clients 
have seldom much security to offer, for 
any good security will already have been 
pledged with the banks; hence the 
Chetties have few small risks to balance 
many large risks.* The Chetties, of 
course, lend to shopkeepers as well for 
industrial purposes, and the Chinese 
rubber planter in 1922 was as likely as 
not indebted to the Chetty, not only 
directly but also indirectly through his 
indebtedness to the shopkeeper, who in 
turn had borrowed from the Chetty.

Any general trade depression inevitably 
shakes this elaborate but flimsy credit structure 
to its very foundations, and even if the depres
sion is confined to rubber, the same is true, for 
as a broad generalisation it may be said that 
one-half of the Chinese industrial investment in 
Malaya is now in rubber estates.f By the 
autumn of 1922, the Chetties had already fore
closed on Chinese rubber estates to the extent 
of probably 20,000 acres, and there can be little 
doubt that there would have been widespread 
ruin among the Chinese community in general, 
not only rubber estate owmers but also the 
shopkeepers, merchants, traders, etc., if there 
had not been a very rapid recovery in the price 
of rubber. Whether such a general financial 
collapse could have been more or less staved off 
for another six months is a moot point, but there 
are many leading Chinese, and also British 
Government officials, who maintain that con
ditions were so critical that it was a question of 
days rather than weeks before the Chinese 
banks would have collapsed as well as their 
individual clients.

The position of the Malay small-holders J 
was in a sense much less serious, since the law 
prevents any but a Malay owning land within 
the reservations, and since the village money
lenders are seldom Malays, these small-holders 
cannot be deprived of their rubber trees or their 
essentials of life.§ The Malay small-holders 
would have survived the crisis in their own way.

* I t  is tru e  th a t  if the  borrow er’s security, plus all his assets, 
is  insufficient to  p ay  u p  the  loan, th e  C hetty  still has a  hold 
on  all his fu tu re  earnings. B u t though  th is  provision is by  no 
m eans a  dead le tte r, i t  is obviously difficult an d  usually some- 
w h at expensive to  apply.

t  Tw enty yearsago , rubber was, of course, negligible, a n a  tm - 
m ining accounted for perhaps th ree-quarters of th e  Chinese 
industrial investm ent. B u t the  Chinese in terest in tin  hasI I  X  (  A  % i A A X  A  A  A  ̂  A  •  ^  #  A  A  A  A  «  •  ~  •  •  •  •  ~

fallen relatively, and  will probably continue to  declin^
± Practically  all th e  holdings under 25 acres. Together 

these formed in  1922 ab o u t 30-33 per cent, of th e  to ta l acreage 
under rubber in  Malaya.

S N ot all Malay-owned rubber is w ithin Malay reservations,
b u t the  greater p a rt is, and of course the  rice fields, wliich 

the ■ ■produce the Malay staff of life, are completely protected.

and as a group they need not be very seriously 
considered in this connection ; restriction made 
them much more wealthy, but laissez-faire could 
not have damaged them as it might have 
damaged the Chinese rubber interests, and 
through them, directly and indirectly, the whole 
economic well-being of Malaya.

The strongest argument in favour of the 
advisability, if not the necessity, for restriction, 
is that the credit structure of the Chinese com
munity could not have stood the strain much 
longer. If the Chinese planters had not had so 
much immature rubber on their hands, their 
position would have been much stronger, as, for 
example, is the case to-day; but the depression 
had come at a most difficult time, for they had 
been planting heavily from about 1916 onwards, 
and their credit resources in 1922 were stretched 
to their utmost capacity.* By itself the ruin 
of the Chinese planters would not perhaps have 
been of such consequence as to justify 
restriction, but this could not have taken 
place without involving ruin to the Chinese 
community as a whole. There is no doubt 
that the Malayan Government were impressed 
by the seriousness of this aspect of the position, 
and it is known that they advised the Colonial 
Office in favour of restriction early in 1922, if 
not before then. This is not to say that they 
were not perturbed about the position of the 
European estates. Two factors in particular 
weighed with them— first, that if estates were 
abandoned, their Indian labour staffs would 
have to be repatriated at Government expense, 
and secondly the fear of disease spreading from 
abandoned estates and native holdings through
out the coimtry. In addition there was the 
prospect of a serious depletion of Government 
revenues so long as the depression continued. 
But the Colonial Office had apparently declined 
to take action until the Stevenson Committee 
had reported, and while Dutch co-operation was 
in doubt. In September the F.M.S. Govern
ment, and indeed Malaya as a whole, had given 
up hopes of any effective restriction measures, 
and was gloomily waiting the inevitable ; the 
Stevenson Committee’s second report, and the 
Colonial Office decision to impose restriction, 
was a surprise as unexpected as it was welcome. 
The Secretary for the Colonies almost certainly 
changed his attitude towards restriction during 
the late summer and early autumn of 1922, but 
since the question of Dutch co-operation was 
undoubtedly a most important factor m the 
whole situation, it will now be as well to give 
attention to this matter.

•  The sam e applied to  num erous British ^ to te s , especially 
some of the  dollar companies, b u t th e ir financial resources were 
of course m ore stable and  substantial.
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On the question of the necessity and advisa
bility of restriction, iny conclusions are there
fore that while its absolute necessity may be 
subject to some doubt, a strong case can be 
made out on the score of advisability , especially 
in view of the situation in the Chinese com
munity. A  comparatively light and temporary 
form of artificial control finds justification on 
these grounds ; such a scheme, removed in, say, 
1924 or 1925, could have done but little harm, 
and might have avoided appreciable loss to the 
European plantation industry, and great loss, 
if not real disaster, to the economic life of 
Malaya. But a more important conclusion, or 
lesson, which emerges from this study of 
probabilities and possibilities, is that if restric
tion had been introduced promptly in Novem
ber 1921, instead of twelve months later, it 
would have made possible the absorption of the 
100,000 tons of surplus stocks during 1922 or 
early in 1923. In other words, restriction was 
primarily wanted to counter the temporary 
decline in consumption ; it should have been 
used as a preventative rather than as a remedy. 
In the opinion of many people, the big mistake 
was that “ restriction was kept on too long,” 
but a bigger mistake was that some form of con
trol was not imposed earlier. This matter also 
will receive further consideration in the next 
section.

(2) The Refusal of Co-operation by  the
Dutch.

The refusal of the Dutch Government to 
participate in any form of restriction is not 
easily explicable, nor is the attitude of the 
Dutch estates. In Great Britain the popular 
explanation is that the Dutch were sufficiently 
shrewd to reahse that restriction would be im
posed in British territories despite their refusal 
of co-operation, and that this would be ex
tremely satisfactory and profitable to them
selves ; in other words, that their refusal was 
dictated by the most narrow and exclusive self- 
interest. This explanation may be broadly 
true as applied to the Dutch attitude in the 
later years of restriction, but it is certainly not 
applicable to 1922, and no well-informed person 
woffid give it the slightest credence. In the 
first place, the Dutch planters fully realised the 
gravity of the position in 1922, and were quite 
as wonried as the British planters, and secondly 
there is no reason whatever to doubt the genuine 
character of their complete surprise when the 
British Government decided to take the plunge 
on its own.

The explanation most commonly given in 
Mincing Lane runs along the lines that the

Dutch talk about the laws of economics was 
simply “  eye-wash,” the real reason being that 
the Dutch estates absolutely refused to enter
tain the idea of restriction on the output of 
estates only, because they feared the com
petition of the native producers in Sumatra, 
Borneo, etc., and the resulting stimulus to new 
native planting ; hence the necessity for some 
Government scheme of compulsory restriction 
on native as well as estate production. A 
scheme of restriction, such as that proposed for 
Malaya by the Stevenson Committee, was, 
however, absolutely impracticable. In Malaya, 
a relatively good customs administration 
had already been built up, primarily to 
stop opium smuggling, but also accustomed to 
operating export taxes on tin and rubber, and 
in Malaya there was a relatively complete 
land survey, registration of land titles, a 
recently taken census of rubber areas and an 
adequate staff of district officials, thus making 
possible the internal administration of assess
ments, quotas, etc. In the Outer Possessions of 
the N.E.I. {i.e. other than Java itself), however, 
the whole control of the Government was so ex- 
tremelyslenderthatanyregulation of actual pro
duction was utterly impossible either to initiate 
or to enforce. Some scheme of rationing the bigger 
dealers at the principal ports might have been 
introduced, but this would have meant that the 
dealers would have bought their quota from the 
first native sellers who offered or from favoured 
sellers, and the remaining sellers would then 
have been unable to sell their rubber at a l l ; the 
result would have been revolution. Any con
trol of exports would have involved minute 
price-control. It must also be remembered 
that native unrest is a very real factor in the 
N.E.L In short, the explanation is that the 
Dutch Government simply could not operate 
an effective restriction scheme, and since they 
naturally did not like to publish this abroad, 
they took refuge in pseudo-economic platitudes.

In my opinion, however, this line of explana
tion is in certain respects erroneous, and its 
general tenor is definitely misleading. It is 
too much coloured by the influence of sub
sequent events not foreseen as early as 1922. 
Thus from my recent inquiries in Java, not only 
from Dutch officials and Dutch planters but also 
from British residents, I am satisfied that no 
one in Java was paying much attention to 
native rubber as early as 1922 ; it was not until 
the end of 1923 and the beginning of 1924 that 
the Dutch began to suspect the potential im
portance of native rubber, and the results of 
the preliminary investigations were as sur
prising to them as they were alarming. The 
official reckoning of native rubber exports in
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1922 was only 17,000 tons (dry-weight), and no 
one anticipated the rate at which the supply 
was increasing. In 1922 the Dutch estates were 
not in the least worried about native rubber, 
and this factor did not influence their attitude 
towards restriction in the slightest degree.

If this is correct, restriction in the N.E.I. 
would have been confined to the estates, and it 
follows that so far as the Dutch Government 
was concerned, their part would have been to 
coerce a recalcitrant minority. The admini
stration of such a scheme might have been 
a troublesome addition to the normal busi
ness of government, and the idea would not 
have been welcome in official quarters in Java 
any more than the British scheme was wel
comed by the Malay Civil Service, but there 
would have been no insuperable difficulty or 
objection so long as the scheme was confined to 
estates, and no attempt was made to include 
native production. It may therefore be pre
sumed that if a large majority of the Dutch 
estates had been strongly in favour of restriction 
in co-operation with the British industry, the 
Dutch Government would have agreed to coerce 
the minority by instituting a compulsory 
scheme. Of the existence of a minority abso
lutely opposed to restriction there can be little 
doubt, and therefore a compulsory Government 
scheme was necessary ; the whole question 
therefore turns on whether a majority of the 
Dutch planters was in favour of a compulsory 
Government restriction scheme. My conclu
sions are that there was no such majority. In 
the first place, at least half of the leading men 
in the industry hold laissez-faire doctrines as an 
integral part of their economic philosophy, and 
hold them with the religious conviction of 
Englishmen in the early nineteenth century, 
while in official quarters the then Director of 
Agriculture in Java was most vigorously 
opposed to any attempts at artificial control of 
supplies or prices. The idea that this belief in 
competitive laissez-faire is insincere, and a mere 
garb of convenience and good business, reveals 
a complete lack of understanding of the whole 
character and outlook of the Dutch as business 
men. The case of chinchona bark, which is so 
often quoted as evidence that the Dutch pay a 
mere lip-service to laissez-faire, is definitely a 
special case ; the Dutchman of to-day does not 
hold the laissez-faire doctrines of a century ago, 
even if he holds the modern version as fervently 
as our forefathers held their version. Put 
shortly, his modern version of laissez faire is that 
there is an exceedingly strong presumption 
against any artificial restraint of trade, and 
that unless the virtue of a particular form of 
restraint is supported by indisputable evidence.

it stands condemned, even though its weakness 
or undesirable results cannot be clearly foreseen 
or demonstrated. In other words, there must 
be a strong positive, and not merely a negative 
case. Thus the Dutch planters had an instinc
tive belief that rubber restriction was bound to 
lead ultimately to unsatisfactory developments, 
even though in 1922 they could not even guess 
what these developments might be. Their 
attitude was essentially instinctive rather than 
rational, and was thus extremely open to 
misconception.

But this instinctive hostility to restriction 
was powerfully reinforced by their rooted objec
tion to Government intervention in industry. 
As has been said, a Government compulsory 
scheme was inevitable in order to coerce a 
militant minority. It must be remembered that 
business in Java has a long and comparatively 
recent history of struggles to be free of Govern
ment control, and this has left its mark on the 
attitude of the present generation ; moreover, 
the greatest industry, sugar, is even to-day 
almost at daggers drawn with the Government 
over the land policy and the native question 
generally. During the war the rubber industry' 
had been considerably annoyed by various in
terventions on the part of the Government, 
while more recently an export tax on rubber 
had been imposed, nominally to create funds 
for the compilation of statistics, though in the 
end the rate of tax had been fixed very many 
times higher than the Government had said it 
would be.* Hence the planters not only dis
liked the whole idea of government interference 
with their industry, but happened at the time 
to be specially nervous lest they should again 
be fleeced, or that somehow the Government 
would gain at their expense.! These feelings 
were greatly strengthened, however, by their 
belief in an alternative policy, namely, that all 
would be reasonably well with rubber, as it was

if onlv thev had a central selling
organisation such as the sugar industry

• The ta x  w as never, in  fac t, payable owing to  the  fd lu re  
rubber prices to  reach the  s ta ted  m inim um , and  another and 
gen eral scheme w as substitu ted  in  I92 i. B u t the  planters 
could no t, of course, know th is  in advance, and the  cause of their 
irrita tion  was the  sam e, even though their pockets were actually

^  Compare,^for exam ple, some rem arks of SU. 51.

was one of th e  few D utch  m em bers of the  Association
C ultivation in th e  N .E .I. who was m  f a v o ^  of
“ The greater p a r t  of the  D utch membere of the  B ^ r d  (of ‘he
Association) have been of a  different opimon, and their w ay of
looking on th e  business is, in the  first instance, th a t
m uch opposed to  every form  of governm ent
th ev  will n o t come into i t  (the Stevenson Scheme). This apphes
to  all G overnm ent interference. U e  have come
elusion a t  the  H ague th a t  Governm ent mterference has in the
la tte r  vears been m ostly  to  our detrim ent, so we are much
onnosed to it. The objection to  Governm ent mterference is,
j S l r V t h o  m ost im portan t cause of m y countrj-men havmg
stood o u t / '
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possessed in the Vereenigde Javasuiker Pro- 
ducenten.* In 1922 this idea had not yet 
taken definite shape or form, but many rubber 
companies were inclined to believe that this 
was a far better hne of advance than any form 
of Government control, and it was certainly a 
factor in the problem.

So far as I can gather, therefore, it is most 
unlikely that even a bare majority of the in
dustry was ever in favour of restriction. It is 
true that the Dutch Rubber Growers’ Associa
tion at the Hague requested their Government 
to appoint a committee of investigation, similar 
to the Stevenson Committee, but there is no 
evidence whatever to warrant the interpre
tation that this meant a majority in favour of 
restriction, and there is no evidence that when 
the Dutch Minister of the Colonies refused to 
appoint such a committee, tlie Association was 
seriously annoyed. Hence, while I agree en
tirely with the proposition that the Government 
of the N.E.I. could not possibly operate a 
restriction scheme such as the Stevenson 
scheme, in my view this consideration is really 
irrelevant, because restriction in the N.E.I. 
never really meant more than restriction of 
estate production. Admittedly even this might 
have meant a severe tax on the Dutch admini
stration and would probably have created a 
host of awkward problems, but it seems likely 
that the Government of the N.E.I. would have 
made the attempt if a large majority of the 
industry had been in favour. The reverse, 
however, was the case, though not for reasons 
of self-interest and cupidity such as the British 
public imagined. Later on, the attitude of the 
Dutch changed very considerably, and this will 
be considered in due course below.

It wiU be convenient to discuss under this 
heading the results of the refusal of co-operation 
by the Dutch, and the subsequent change of 
opinion as to its absolute necessity by the 
Stevenson Committee. The desirability of 
Dutch co-operation was obvious, but was it in 
fact reasonable to proceed when it could not be 
secured ? The answer to this question depends 
fundamentally upon the expected duration of 
the control. The Stevenson Committee feared 
that it would be “  some years ” before an 
equilibrium between production and consump
tion was restored, and therefore they may be 
said to have expected that control would be 
necessary for some years also. Restriction 
would increase British costs per lb. of rubber 
produced, and, therefore, merely to cover these 
increased costs, the price would obviously be 
such as would yield profits to Dutch producers 
on full production, assuming their costs to be

Seo P a rt I I .  of the  first m em orandum  in  th is  series.

not much above costs in Malaya.* If restric
tion was tightened sufficiently to give profits to 
the marginal producers in Malaya, the Dutch 
producers would make very handsome profits 
indeed. But owing to the long period of gesta
tion— about six or seven years— no new plant
ing could result in increased production within 
that period ; to that extent restriction was safe 
enough. But this is a short and incomplete

If restriction stimulated new planting,view.
there would ultimately be an increased pro
duction, and therefore equilibrium must be 
re-established and restriction removed before 
that time, while these new producers would 
have to be allowed to supply the increase in 
demand during the next few years, or otherwise 
conditions of excess .supply would be continued, 
and restriction be indefinitely prolonged. The 
Stevenson Committee’s fears were certainly 
justified from the long period point of view. 
Actually the phrasing of their first report sug
gests that their main concern was that the 
Dutch would benefit in the short period at the 
direct expense of British producers, and that 
they were not over-anxious about the long 
period, even though it certainly appears that 
they expected a necessary duration of restric
tion for some years. There is here a contra
diction— if the scheme was to last for only one 
or two years, the Dutch would certainly benefit 
at the expense of the British, but there might 
still, and probably would be, a net balance in 
the latter’s favour ; the Committee’s grounds 
for insisting on Dutch co-operation were not 
substantial on this hypothesis. But their 
hypothesis was, in fact, that restriction would 
last for several years, and here the temporary 
enrichment of the Dutch during restriction 
would be insignificant compared to the sacrifices 
which British interests might well be called 
upon to make in the form of self-denial in 
respect of new planting until consumption had 
increased beyond the increased output of the 
new Dutch plantations. The only explanation 
is that the Committee felt that Dutch planting 
was unlikely to be really extensive so long as 
the price of rubber did not much exceed is. -̂ d., 
and in view of the general outlook that con
sumption would not catch u p  productive 
capacity for some years ; if and when that out
look changed, restriction would have done its 
work, and could be removed. Due weight must 
be attached to such conclusions, for, in fact, the 
amount of new planting by Dutch estates, while 
considerable, has not been such as seriously to 
undermine the supremacy of British producers.

* T here  is som e ev idence ' to  suggest th a t  e s ta te  costs 
in  J a v a  averaged  higher b y  a b o u t Id. p e r  lb. th a n  e s ta te  costs 
in  M alaya in  1922—23, b u t th e  position  is p robab ly  neare r the  
rovorso a t  th e  end of tlie  restric tion  period.
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It is the Dutch native industry, and not the 
Dutch plantation industry, which has proved 
the villain of the piece from the British point of 
view, and as has been said, neither British nor 
Dutch producers were paying any serious atten
tion to the Dutch native production in 1922.

■ The whole question must, moreover, be 
viewed from a rather different angle, especially 
in respect of the change in the attitude of the 
Stevenson Committee. As has been said, the 
desirabilitv of Dutch co-operation was obvious, 
and their first report was strongly worded for 
the equally obvious reason that any hint that 
Great Britain might take action alone would 
have been fatal to the success of efforts to bring 
about such co-operation ; the Dutch could not 
have failed to realise the advantage to them
selves if Great Britain acted alone. Moreover, 
it seems more than probable that the Com
mittee’s first report was actually written in 
November 1921, and presented by the Chairman 
to the Colonial Secretary substantially in the 
foiTn in which it was eventually published in 
May 1922, with the exception of the last two 
paragraphs, which were added when publi
cation was decided upon. If this is so, con
sideration must be given to the fact that in 
November 1921 the general outlook was much 
worse than it was six months later, but even 
then the gap between probable production and 
consumption seemed so great as to necessitate 
Dutch co-operation if restriction in British 
territory alone was not to be impossibly severe. 
By the autumn of 1922 the outlook had greatly 
improved ; there was still a gap, but it was not 
so great, and there was something to be said 
for the idea that restriction by British producers 
alone might now be sufficient to bridge it. In 
the early part of 1922 no one foresaw the 
developments which were on the threshold, and 
thus the Committee persisted in their efforts to 
secure Dutch co-operation because that seemed 
a genuine necessity for the practical success of 
the scheme. Without some such hypothesis, 
the delay between November 1921 and the final 
refusal of the Dutch in Jiily 1922 seems in
explicable. The Committee must have realised 
very early in 1922 that the chances of Dutch 
co-operation were remote, and yet they con
tinued a more or less hopeless crusade, while 
daily, stocks continued to pile up in ever 
increasing quantities, and the opportunity of 
using restriction as a preventative rather.than 
as a cure was passing away. If the Committee’s 
first report was really written in November 
1921, it is clear that they realised the import
ance of immediate action. It is now clear that 
when their first overtures to the Dutch had been 
refused, the Committee should hâ •e boldly

advised in favour of immediate restriction, for 
though this might have amounted to “ carrying 
the baby for the Dutch, the scheme would 
have quickly done its mainly preventive work. 
There would have been little new planting, and 
any sacrifice by British producers would have 
been out-balanced by the advantages achieved. 
But this savours too much of wisdom after the 
event, and neglects the extreme pessimism 
which reigned in the early part of 1922, and 
which was not without its contemporary justifi
cation. The only other explanation is that the 
Committee could not stomach putting any 
money gratuitously into the pockets of their 
competitors, and that it took them nine months 
to reconcile themselves to such an abhorrent 
necessity. Such feelings very hkely played 
their part, but the main reason more probably 
lies in the improvement in the outlook during 
the summer of 1922, and its effect in converting 
the Committee to the belief that restriction 
without the Dutch was daily becoming a more 
reasonable proposition, and one which could be 
commended with at least a fair chance of 
practical success. Actually the general idea 
that the task of restriction was easier at the end 
of 1922 than it had appeared twelve months 
previously should have been quaUfied by ffie 
reflection that, in fact, the great opportumty 
had been lost, and the surplus stocks were stffi 
hanging round the industiy-’s neck. With this 
incubus, the annual increase in the world’s 
potential capacity was much more serious than 
it would otherwise have been, and the task of 
restriction was in fact much more difficult in 
November 1922, than twelve months before. 
Hence the importance of Dutch co-operation 
had really increased, and not decreased. This, 
however, does not alter the proposition stated 
above that some form of restriction, even in 
November 1922, would have resulted in a net 
advantage to British producers irrespective of
the attitude of the Dutch. _ _

At this point the attitude of the British 
Government towards the whole idea of restric
tion, and especially after the attitude of the 
Dutch was definitely knovm, must be briefly 
considered. It would have been a perfectly 
reasonable procedure for the British Govern
ment, after receiving the Committee s first 
report, with its insistence on the necessity of 
Dutch co-operation, to have called the whole 
matter off when that co-operation was refused. 
To allow the representatives of the industry to 
go back upon their cardinal principle, was aii 
act of considerable grace, though possibly of 
mistaken grace. It is fairly certain that the 
Colonial Office, even under Mr. ChurchiU, was 
never actively in favour of restriction, and it
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was only the insistent demand of the industry 
which secured the appointment of the 
mittee in the first instance. Since in my opinion 
the Committee were correct in revising their 
idea of the essential character of Dutch co
operation, it follows that the Colonial Office 
were right in accepting the revision if they con
sidered some form of control was really 
advisable. But if they did not, they now had a 
plausible loophole for escape. That they did 
not avail themselves of this chance suggests a 
change of attitude towards the whole idea of 
restriction. It is perhaps significant also that a 
period of two months elapsed between the 
refusal of the Dutch and the publication of the 
Stevenson Committee’s second report, while, 
when it appeared, it was accompanied by the 
announcement of its acceptance by the Govern
ment ; there is here a suggestion that the Com
mittee had some difficulty in persuading Mr. 
Chmrchill to give his approval. Mr. Churchill 
appears to have performed a volte-face towards 
restriction in general almost as complete as that 
of the Stevenson Committee towards Dutch 
co-operation. But why he did so, at present 
remains a mystery. It is possible that the 
effect on the American exchange exerted some 
influence, for in a statement in March 1923 * 
Mr. Churchill laid considerable stress upon the 
point that “ one of our principal methods of 
paying our debt to the United States is in the 
provision of rubber," and added that when he 
brought Lord Stevenson’s scheme before the 
Cabinet, he was " strongly supported by the 
then Chancellor of the Exchequer, Sir Robert 
Home, and the Treasury." But this statement 
cannot properly be made to suggest that the 
Treasury applied pressure upon Mr. Churchill 
to bring the scheme before the Cabinet, or that 
this aspect of the matter was a decisive factor 
in his decision. It is fairly certain that he 
received no fresh advices from Malaya, such as 
would convince him of the necessity for inter
vention : the Malayan Government had shot 
its bolt long before. Perhaps it was another 
case of sheer persistence, and that eventually 
Mr. Churchill yielded to the persuasions of Lord 
Stevenson for the sake of peace and quiet. That 
the assent was of a rather gmdging character, 
may perhaps be judged by the fact that the 
Colonial Office during the first years of re
striction left the whole business as much as 
possible to the industry and its representatives, 
merely giving the necessary effect to their 
desires. This saved the Government a lot of 
trouble and much responsibility, even if it was 
not a very dignified role. When later on the 
Government did take a hand in the game, the

•  See Evening Standard, M arch 12, 1923.

pitch was already so treacherous that no con
clusions can be drawn as to whether or not a 
more active role in the earlier years would have 
been an improvement.

(3) The Machinery of the R estriction
Scheme.

(a) Mechanical versus Arbiiyary Regulation.

It is a question of vital importance whether 
the regulation of restriction should have been 
on an arbitrary basis or on the fixed mechanical 
basis actually adopted. The great defect in the 
mechanical regulation of restriction was its lack 
of elasticity ; it depended for success to a very 
large extent on the financial ability, shrewd 
judgment and general co-operation of the con
sumers of raw rubber. The American manu
facturers pointed out the possible dangers of 
its inelasticity in respect of more rapid releases 
should the world’s demand suddenly increase, 
and laid stress on the opportunities which would 
arise for speculation if such a temporary short
age should arise. The R.G.A. delegation which 
visited America in January 1923, and also Lord 
Stevenson and other members of his committee, 
probably realised the possibility that the initial 
percentage exportable might have been fixed 
too low in view of the rapid revival of consump
tion during the winter of 1922-23 ; and if prices 
had got out of hand in the early summer of 
1923, the percentage might have been arbi
trarily raised in order to ensure a proper start.* 
But the Colonial Office and the British industry 
appear to have failed to realise that the lack of 
elasticity was a chronic weakness in the scheme, 
which might manifest itself at any future time, 
even when the scheme had perhaps been func
tioning smoothly for a considerable period. 
When in 1925 the need did arise, the leaders of 
the British industry could with a show of justifi
cation cast the blame on to the Americans, and 
they therefore turned a deaf ear to all appeals 
for emergency releases, while the general 
opinion was that it would be foolish to forego 
such an unexpected harvest for the benefit of 
those who for so long had enjoyed cheap rubber 
at the producers' expense. Equally the Colonial 
Office took no action until December 1925, when 
an additional 5 per cent, was granted as from 
February i, 1926, by which time the peak of 
the boom was already passed. This additional 
release had, in fact, no effect whatever at the 
time, for Malaya could not produce its standard 
production on account of a depleted labour 
force, etc., thereby demonstrating a pliysical as

•  F o r fu rth e r exp lana tion  an d  discussion of th is  p o in t, see 
Section IV , p. 50.
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well as a merely mechanical inelasticity in the 
scheme.

The real point, however, is not the failure to 
give additional releases when required, but 
rather that, if they had been given, the 
mechanical basis of regulation would have been 
exchanged for an arbitrary basis, and the great 
advantage of a mechanical scheme would have 
been lost. This advantage was that all concerned 
— producers, dealers, merchants, manufacturers 
— did at least know where they stood, whereas 
under an arbitrary scheme, nothing would have 
been certain. If additional releases had been 
made in 1925, there was no certainty that 
additional restrictions might not have been 
imposed later ; the justification of an emergency 
depends upon the definition of an emergency, 
and that would have been in the hands of 
the British Government and/or the R.G.A. 
There is, in fact, no possibility of compromise- 
such a scheme must either be mechanical or it 
must be arbitrary— and in 1925 British 
Government acted wisely unless it was prepared 
to jettison mechanical regulation altogether.

The uncertainty of an arbitrary scheme is 
a great drawback. Its effect is chiefly felt in 
the refusal of speculators * to carry stocks ; 
they simply dare not do so when there is no 
certainty as to the quantity of supplies which 
may be forthcoming in the near future, j- In 
the case of rubber, stocks to the equivalent 
of eight months’ consumption were considered 
the necessary normal, and in 1922 there was 
one-third more. An arbitrary scheme might 
well have had disastrous results at the start, 
if some provision had not been made to 
relieve the ordinary trader of his stocks, 
though admittedly a large proportion is carried 
by manufacturers. Again, an arbitrary scheme 
involves the appointment of an individual or a 
group of individuals to make the necessary 
decisions. This is a colossal responsibility, 
which few men would care to undertake. But 
it is still more unlikely that any industry would 
care to allow any outsider to undertake such a 
task. In practice, the task could only be under
taken by the Government, and in the normal 
ŵ ay the industry would strongly object to the 
removal of its destinies out of its own hands, 
while equally no Government would take such 
responsibility except under the sternest com
pulsion. When Governments have played an 
active part in artificial control schemes, as, for 
example, in Brazil, they have usually had 
recourse as far as possible to mechanical forms 
of regulation. The impracticable character as

* Including, of course, dealers end m anufacturers ns well 
as th e  so-cnlled professional speculators.

t  Com pare the  experiences of the Cuban Co-operative E xport 
Agency of 1928-29.

ŵ ell as the uncertainty of arbitrary schemes arc 
very great drawbacks.

The mechanical principle is undoubtedly 
superior provided that it is possible to secure 
a reasonably sufficient degree of elasticity. 
This, however, was a very difficult problem 
in the present instance. The revised scheme 
of releases, introduced in 1926, was an 
attempt in this direction, but it may well 
be doubted whether it would have been a 
sufficient improvement; no adjustment of 
figures could probably have produced the 
desired result without weakening the scheme 
too much from the producers’ point of view. 
If it had been possible to have a system of 
monthly instead of quarterly quotas, a much 
greater degree of elasticity would have been 
secured. So far as estates were concerned, this 
would have presented little difficulty, but it was 
almost a physical impossibility in respect of the 
native holdings. As it was, it took most Dis
trict Officers not much less than a fortnight to 
distribute the export coupons at the beginning 
of each quarter, and this greatly interfered with 
their normal routine work. Moreover, the point 
of view of the natives themselves must be con
sidered ; some of them had to come a forty-mile 
return journey from their villages to the Dis
trict Office ; there was considerable grumbling 
as it was, and if they had had to make the 
journey every month instead of once a quarter, 
there would have been real discontent. An 
elaborate system of local offices, instituted 
specially for the issue of coupons, would have 
been enormously expensive, and would pro
bably have greatly increased the very serious 
difficulties of administration, of which some 
account will be given below. A compromise on 
two-monthly periods might have been some 
improvement, but it may be doubted w’hether it 
would have been worth the extra trouble and 
difficulty. Another possible compromise might 
have been a monthly basis for estates and a 
quarterly basis for native production, with 
some scheme of adjustments to bring the 
quarterly changes more or less in hne with the 
monthly changes during the previous quarter. 
But even minor price fluctuations would make 
it most difficult to ensure that such a scheme 
would actually work out fairly to both partly, 
and it is virtually certain that both parties 
would in any case have thought that the other 
was gaining at its expense; it was really 
essential to treat estates and native holdings 
alike. One other expedient, however, must be 
considered ; assuming that the sliding-scale 
figures had been adjusted in the best possible 
way, a reserve stock might have been held by 
the British Government, and released according

* t

r .

, t he

t v o t a l

in m!larket.
. price 
acing 0*
If here*
eBritis

obtained at Ml

i  the

It lottos ju t̂ion.
hindeting would
that n i ^ f  7convenie

mthout this sa f^ d  ̂ ' 
of producers. The prodt 
suffered by any greats 
stocks and so depress pno 
have suffered is in respect 
ing such a stock, which ffl 
be required. If the obje 
Committee had been to in

stabilisation sc 
suen a resen'e of rubber as, 
valve, should have merited 
tion. But, of course, their 
the industry from disaster.
to be removed as sc 
r&̂ stablished. Xever 
of hand—and for the 
thousand tons of rubb
centres—and it seems
have done so, even if 
^<1 been arranged 1 
posable coi
g^ieral control Her

stocb, Hbera 
®jht have be® ^

f̂ quate

e " * ' this’



■ Ŝchi
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to a scale when the price rose substantially 
beyond the pivotal point. The argument that 
in a sensitive speculative market such as the 
rubber market, the existence of reserve stocks 
depresses price just as much as would the 
actual placing of that stock on the market, does 
not apply here. Held with the financial back
ing of the British Government, and only to be 
obtained at certain publicly specified prices, 
there could be no question of doubt as to 
whether or when the stocks would be sold, and 
it is this uncertainty which depresses prices by 
hindering speculation. The result would be 
that manufacturers would not trouble to carry 
large stocks of convenience, but would live 
more or less from hand to mouth so long as the 
price was near the pivotal point. This might 
be a great drawback in certain circumstances, 
but in the case of rubber, manufacturers did in 
fact reduce their stocks virtually to zero, even 
without this safeguard of a reserve in the hands 
of producers. The producer would not have 
suffered by any greater tendency to reduce 
stocks and so depress prices. Where he would 
have suffered is in respect of the costs of hold
ing such a stock, which might quite well never 
be required. If the object of the Stevenson 
Committee had been to institute a full-fledged 
permanent stabilisation scheme, the value of 
such a reserve of rubber as, so to speak, a safety 
valve, should have merited their careful atten
tion. But, of course, their object was to rescue 
the industry from disaster, and restriction was 
to be removed as soon as equilibrium had been 
re-established. Nevertheless, prices did get out 
of hand— and for the lack of a relatively few

^  ^  ^  A

thousand tons of rubber in or near consuming 
centres— and it seems likely that they would 
have done so, even if the sliding-scale figures 
had been arranged to secure the greatest 
possible flexibility compatible with adequate 
general control. Hence such a scheme of 
reserve stocks, liberated at specified prices, 
might have been useful, and the costs of such 
stock-holding should have been regarded by 
producers as an insurance premium against the 
indefinable and incalculable, but certainly most 
serious, results of run-away prices even from 
their point of view.

There was, in fact, no way in which a mecha
nical scheme could have been given a really 
adequate degree of elasticity except by enlisting 
the close co-operation of a large proportion of 
the consumers. The leaders of the R.G.A. did 
not realise this in 1922, but in 1925 they found 
it a convenient reply to American complaints ; 
the whole trouble had been caused by the failure 
of the American manufacturers to realise the 
vitally important part which they were called

upon to play in the operation of the scheme ; to 
which accusations the Americans retorted, and 
with considerable justification, that their co
operation had never been solicited, and that in 
any case it was an impossible role for them to 
play so long as each firm bought its rubber in
dividually and in competition with each other. 
The force of this last point must be admitted ; 
an individual manufacturer cannot be expected 
to force up the price against himself, and even if 
he did attempt to do so, his resources would be 
inadequate unless others chose to do the same.* 
The British contention that the Americans 
should have ensured themselves of adequate 
supplies under the scheme, is only valid under 
conditions of monopolistic buying. If the 
definite co-operation of the American manu
facturers as a body, or at least of a substantial 
proportion of them, could not have been 
obtained, it becomes a matter of doubt whether 
an arbitrary scheme, despite all its drawbacks, 
might not have been better than even the best 
possible mechanical scheme, for producers really 
suffered in the long run from the events of 1925, 
at least as much as consumers did in the short 
run, while the lack of elasticity in effecting 
sufficiently rapid curtailment of supplies might 
have been, if it actually was not, a serious 
disadvantage.

It is therefore necessary to consider whether 
it would have been possible to secure some 
measure of active co-operation on the part of 
the American manufacturers. In 1922, it must 
be remembered that there was no antagonism 
between producers and consumers; it was 
simply an absence of any relations at all. The 
manufacturer of a commodity, such as rubber, 
has no special interest in ultra-low prices as 
compared to the interest which he has in stable 
prices. Admittedly the situation in the Ameri
can tyre manufacturing industry was not con
ducive to the conduct of organised relations on 
their part, but there was sufficient organisation 
at least to enable the R.G.A. to make plain what 
it intended to do, and the part which the 
Americans were expected to play. Whether 
the R.G.A. seriously considered consultation

* N evertheless i t  seem s h a rd  to  exp la in  w h y  th e  A m ericans 
d id  n o t buy  in  suiliciont q u an titie s  d u ring  th e  q u a r te r  A ugust— 
O ctober 1924 to  raise th e  average price to  Is. 3d*, a n d  th u s  
p rev en t a  fu rth e r  con trac tion  of th e  percen tage ex p o rtab le  from
th e  restric tio n  area. T he average fo r th e  preced ing  q u a rte r  
liad  been  u n d e r l id . ,  an d  in  th e  abovo^m entionod q u a rte r
reached 1^. 2*632d. P ro b ab ly  on ly  th e  la rg er m an u fac tu re rs

dluro to  reach  1^. 3d. w o u ld  involve increasedrealised th a t  th e  failure . . . ____ _
restric tion— th e  ra n k  a n d  file n ev er rea lly  understood  tho  
scheme— an d  for tho  re s t of th o  ex p lan a tio n , since th o  A m ericans 
can n o t have  expected  th o  dem ise of restric tion  w hen tho  price 
w as th u s  rap id ly  rising, w hatever th e y  m ay  have  th o u g h t a  fow 
m onths previously , nfl th a t  can  bo said  is th a t  tho  inciden t 
confirm s th o  inev itab ly  short-sigh ted  ch a ra c te r  of oom potitivo 
buying, especially w hen th o  vagaries of a n  artificial contro l 
schomo increase th o  u n ce rta in ty  lost tho  cu rren t pricodovol m ay  
n o t bo m ain ta ined  in  th o  fu tu re .
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with America is doubtful; it probably never 
entered their heads to do so, for it must be con
fessed that they never appear to have appre
ciated that the relations of producer and 
consumer are those of seller and customer—  
that the producer exists to serve the consumer, 
and not the consumer to serve the producer. 
Up to 1922 at any rate, no attempt had ever 
been made by the R.G.A. to cultivate the 
goodwill or to study the problems of their chief 
customers. This must be set down as a serious 
business mistake, even if' they may be more 
easily excused for not realising that the culti
vation of the goodwill of the consumer becomes 
of supreme and essential importance when pro
ducers embark on any sort of scheme of con
scious control, let alone if that scheme is to be 
on a mechanical basis such as the Stevenson 
scheme. It was, in fact, only at the urgent 
request of the American manufacturers that 
the R.G.A. opened up definite relations by 
sending over delegates in 1923. The truth 
seems to be that in 1922 the British industry 
and the Colonial Office alike failed to realise 
that the consumer had to play any really 
definite part in their scheme, or that he had 
any power to influence its operation.*

* T he sam e conclusion is reached in  th e  following well- 
reasoned passage from  a  pam p h le t b y  Mr* D* M. F ig a rt of the  
D ep artm en t of Commerce en titled  Am erica and Rubber Rt8triC’‘ 
tion, published in  1926. Though w ritten  b y  a n  Am erican, and 

• so soon a fte r th e  high feeling engendered b y  th e  price boom of 
1925, th is  pam p h le t is in  no sense a  m ere polem ic, b u t in general 
m ain tains th e  im p artia l character of a n  economic study , such 
aa  m igh t bo expected by  those who are  fam iliar w ith  Mr. F ig a rt’s 
o th e r  w ritings. H e concludes, One can  search th e  Stevenson 
R eports from  cover to  cover, and all th e  incidental m a tte r  th a t  
w as published in  connection therew ith , w ith o u t finding a  single 
reference to  th e  necessity of A m erican co-operation in  m aking 
th e  P lan  a  success. H ad  th e  need for such co-operation been 
foreseen, one would have th o u g h t th a t  some reference thereto  
would o c c u r ; th e  a tten tio n  of A m erican m anufacturers would 
have been draw n to  th e  P lan  and  th e ir suggestions asked before 
i t  w as adopted  ; o r some clause in  th e  P lan  would have  pointed 
o u t th a t  stab ility  would resu lt only if th e  Am ericans m aintained 
prices above a  certa in  level by  buying rubber. One cannot 
honestly escape th e  conclusion th a t  au tom atic  stab ility  was 
in tended .’*

On th e  o ther side m ay  bo quoted  th e  following passage in  a 
le tte r to  the  au th o r from  a  recognised au th o rity  in  th e  p ro 
ducing industry , who w as k ind  enough to  read  a  d ra f t  of th is 
m em orandum . “ I t  is  h a rd ly  correct to  say  th a t  th e  Colonial 
Office and  th e  producers failed to  realise th e  p a r t  w hich the  
m anufacturers m u st necessarily p lay  in th e  working of the 
scheme. I t  was the  general desire of producers th a t  the  price 
should rem ain a t  roim d abou t 1^. 3d. per lb* un til the  world coxild 
again absorb the  unrestricted  supplies. The Colonial Office recom 
mended a  scheme which m ade such s tab ility  possible, and if the 
in d u stry  w anted stab ility  i t  w as up  to  i t  to  tak e  steps to  ensure 
it . Producers natxwally, b u t, as we now  know, erroneously, 
assum ed th a t  m anufacturers would regard the scheme as the 
m ost im portan t factor affecting supplies. Yoxir ta c it assum p
tion th a t  th ey  would n o t do so is certainly  nearer th e  tru th . 
Of course, m anufacturers can say, w ith  a  g rea t deal of tru th , 
th a t  th ey  could n o t in  1924 foresee th e  big expansion in 
dem and in 1925, b u t th ey  knew perfectly  well th a t, in the 
au tum n of 1924, th ey  could have bough t u p  quan tities of
ru b b er for 1925 delivery a t  betw een Is. and  1^. 3d. p e r lb., and

lieth a t  contraction in  th e  exportable percentage would continue 
unless the  price was over Is. 3d. Any con tracts entered  into
in  the  au tum n of 1924 seemed, therefore, to be very well pro-
tec ted  against a  fall in  price, and they  xvould have afforded an 
equally great protection against the speculator in  1926/'»>

There can be little doubt that a great deal 
more should and could have been done to 
enlist the sympathy and general support of the 
American manufacturers. Whether the re
quisite degree of active co-operation could have 
been secured is another matter. In a later 
section, more attention will be given to the 
situation in the U.S. rubber manufacturing in
dustry, to the attitude of the manufacturers, 
and their actual reception of the restriction 
scheme. Anticipating what will be said there, 
it seems extremely doubtful whether any real 
co-operation could have been secured. Mr. 
Firestone was not without supporters, and if 
he had not made things too difficult, some one 
else would have done so, for there can be little 
doubt that certain American interests keenly 
desired to secure a substantial participation in 
Malayan plantations, which plans were frus
trated by the imposition of restriction. Finally 
it must be admitted that many mechanical 
difficulties would have had to be surmounted in 
devising any effective method of co-operation, 
quite apart from the attitude of those con
cerned. Nevertheless, a great deal might have 
been done which was not done, towards securing 
a sympathetic understanding and generally 
harmonious relations.

Given such relations, and given the best 
possible arrangement of the sliding-scale, it 
may be concluded that a mechanical scheme 
would have been preferable to an arbitrary 
scheme ; sufficient elasticity could have been 
secured to ensure a reasonable chance of suc
cessful operation on a mechanical basis. If, 
even so, such a scheme had failed, and prices 
had got out of hand, then it seems clear that the 
mechanical principle should have been aban
doned at once, and refuge taken in some 
arbitrary scheme of control. This conclusion 
also applies, of course, to the actual course of 
events under the Stevenson scheme. In 1925 
the British Government should have taken its 
courage in both hands, and jettisoned mechani
cal regulation altogether. But the most im
portant lesson to be drawn from this discussion 
is that the technique of operating a mechanical 
scheme of control is extremely complicated ; 
we have to learn and perfect this technique, 
just as aU forms of technique have to be learned, 
and presumably by the usual and unavoidable 
method of painful and costly experience.

(b) The Original Pivotal Price
The pivotal price during the first three and a 

half years of restriction was is , '^d. per lb. This 
price was suggested b y  the Stevenson Commit
tee, and in their first report they stated that ‘ a
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policy of restriction can only be a temporary 
palliative, but in fixing the price which shall 
govern the alterations in the percentage of 
standard production exported at the minimum 
rate of duty, the Committee arrived at what 
the}’ believed to be a figure which would ensure 
a satisfactory margin of profit, notwithstanding 
the somewhat higher cost of a restricted crop. 
In the view of some of the American manufac
turers there was no case for a price which would 
do more than cover marginal costs; that 
artificial control should seek to ensure the 
making of profits and not merely the avoidance 
of losses, seemed to them conclusive proof of 
the essentially monopolistic aims of the whole 
scheme. The defence, as developed by various 
leaders of the R.G.A., was that in view of the 
probably great expansion of demand in the 
more distant future and the long period of gesta
tion required for new capacity, it was most 
necessary (a) in the ultimate interests of the 
consumer that there should be no halt in new 
planting, and (ft) in the interests of the British 
industry that Malaya and Ceylon should do 
their share of this new planting, so that it 
should not be done exclusively by other 
countries. These various contentions require 
careful examination, for the selection of the 
pivotal price was, of course, a matter of crucial 
importance.

The first problem is to determine whether a 
pivotal price of is. ^d. left a really substantial 
margin for profits even with the higher costs of 
a restricted output. This involves an estimate 
of the normal average costs of production in 
1922. Such estimates can only be made by an 
analysis of the accounts published in company 
reports, and the results will necessarily be sub
ject to considerable potential error owing to the 
lack of any standardised system of accounting. 
There are several such estimates relating to 
conditions in or about the year 1922, of which 
perhaps the most extensive and careful are 
those of Messrs. Symington and Sinclair, and of 
Mr. Maclaren in his " Rubber, Tea, and Cacao ” 
volume of the Resources of the Empire Series. 
Their calculations are made on much the same 
basis, and the former’s definition may be 
quoted. “  The term ‘ all-in costs,’ in the sense 
in which we have used it, comprises all estate 
expenditure (other than capital expenditure), 
staff bonuses, allowance for depreciation of 
buildings and machinery, freight to London or 
New York, marine insurance, dock charges, and 
brokers' and agents' commission, as well as 
directors’ fees and cost of London office admini
stration.” Messrs. Symington state that in 
some cases they have had to estimate one or 
more of these items. Mr. Maclaren states that

the practice of charging depreciation on build
ings and machinery varies. With this qualifi
cation, which Mr. Maclaren states to be 
relatively unimportant, it will be seen that in 
both these estimates, interest on loans or 
debentures, or depreciation on planted area are 
omitted, but otherwise all items normally 
reckoned as costs are included. The estimates 
are as follows :

A V E R A G E  A L L -IN  C O STS O F  E S T A T E S  IN  1922-23 .

Symington. Maclaren.

No. of Com- 
panies»

Costs per 
lb. pence.

No. of Com
panies.

1

Costs per 
lb. pence.

1

M alaya ........ 60 8-43 173 8-3
C ey lo n ............ 13 7-46 (not sta ted ) 7-7
N etherlands (approx.)

E as t Indies 18 9-74 33 9-22

In view of the different size and composition 
of the samples, the agreement between these 
estimates is close, and they can be taken as a 
reasonably accurate general measurement. So 
far as Malaya is concerned, an average cost of 
gd. may be taken as including some allowance 
for interest. But it would be extremely mis
leading to regard this as the true normal cost 
even at that date. The low prices of 1922 had 
led to the most drastic economies, and possibly 
to some over-tapping as judged by the com
monly accepted standards. Some of these 
economies were undoubtedly genuine improve
ments in efficiency, but many took the form of 
reducing the normal expenditure on weeding 
and the general upkeep of the estate, increased 
tapping tasks, reduction of European staff, and 
such-like reductions of expenditure which at 
least on the standards of the time could have 
been regarded as temporary measures only. 
For the period 1921-22 Messrs. Symington put 
average costs in Malaya at lo-yod., and Mr. 
Maclaren at ii*8i/. ; while in the period before 
the depression had begun they give i4d. to I5̂ f. 
It would be quite misleading to regard this last- 
mentioned figure as representative of long 
period normal costs, and nearly as misleading to 
accept the figures for 1922 at their face value. 
In a period when costs are rapidly and greatly 
changing, the conception of long period normal 
costs becomes very hypothetical, but this is 
nevertheless the measurement we require in 
reference to the fixing of the pivotal price under 
restriction. Very broadly, average normal all-in 
costs in Malaya in 1922 may be put at loi .̂ 
Similar considerations would apply to the 
figures for Ceylon and the Netherlands East 
Indies, which latter have been included as some 
evidence of the point, made on p. 21, that costs
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in the N.E.I. were not below those in Malaya at 
this period.

Taking lorf. as the general level of costs in 
Malaya on the basis of full production, it is now 
necessary to estimate what these costs would be 
on a restricted output. Ih e Report by the 
Parliamentary Under-Secretary of State for the 
Colonies on his visit to Malaya, Ceylon and 
Java during 1928, gives an estimate by “ a high 
authority ” from which it appears than an 
f.o.b. cost of 8d. on full production would be 
increased to lO'iyd. on an output restricted to 
60 per cent. This scale of increase tallies closely 
with such other information on the subject as I 
have been able to collect. In other words, it 
appeared probable, when the Stevenson Com
mittee were deliberating in early 1922, that the 
average costs in Malaya, on the basis of 60 per 
cent, of full production, were about is. per lb. 
To this must be added d̂. per lb. for the mini
mum export tax imposed under the restriction 
legislation. This leaves a margin of 2^d. for 
profit at the pivotal price, but the pivotal price 
applied to standard quality sheet, and since no 
estate can avoid the production of a certain 
proportion of lower quality products, no estate 
would in fact realise a price of is. ^d. for the 
whole of its production ; the average price 
obtained by an estate would not exceed is. 2^d. 
under the most favourable and efficient con
ditions of production and management. The 
real margin of profit would not therefore be 
more than 2d. Statistics issued by the Rubber 
Growers’ Association show that at this period 
the issued capital of 515 companies was;£62 9s. 
per planted acre. On such a capitalisation 
per acre, and on the basis of an assumed average 
yield of, say, 350 lbs. per acre, profits of 2d. per 
lb. would mean a return of barely 5 per cent.

It must, however, be remembered that the 
figures of cost which we have considered above 
are average and not marginal. Mr. Maclaren's 
average was 8-3̂ .̂ for 173 companies in Malaya ; 
the distribution of their individual costs was as 
follows :

II were just below 6d.
29 between 6d. and yd.
37 )) 7 -̂ „ M.
43 yy .  Sd. » 9 *̂
26 yy „ IO<f.
20 yy ,, lod. „  ii<7.

4 >y „ x\d. \2d.
3 >y over \2d.

Raising these figures by about 2d. a lb. to 
conform with the probable normal cost, and 
adding another 30̂ . for the increase in costs on a 
restricted output and for tlie export tax, it is 
clear that the 27 companies whose costs in the

above table are shown as over lod. would hardly 
pay their way at the pivotal price ; these 27 
companies amount to over 15 per cent, of his 
sample. On the basis of a restricted output, 
marginal costs in Malaya were certainly not 
much below is. d̂. in 1922-23, and the pivotal 
price could not have been fixed much lower if 
the existence of the marginal estates was to be 
preserved.

The Stevenson Committee’s idea of a “ satis
factory margin of profit,” therefore, appears 
extremely modest, and from the point of view 
of forestalling American criticism, it seems a 
pity that they did not rest their case on the 
necessity for preserving the marginal producers; 
presumably they felt it necessary to make their 
scheme appear as attractive as possible to the 
producer, and of course the bulk of the industry 
would make small profits, while the lowest-cost 
producers might obtain a return of 10-15 
cent. Moreover, the Committee could rightly 
anticipate a tendency for costs to decline, since 
every year the proportion of mature acreage 
would tend to increase. Stress must, however, 
be laid upon the point that the above analysis 
and computations of costs of production rest 
upon the statistics of 1922-23, that these 
statistics then appeared to represent the result 
of drastic economies such as could not be 
indefinitely maintained without prejudice to the 
future, and that, therefore, true long period 
normal costs must be regarded as definitely 
higher. Actually this was not to prove a cor
rect hypothesis. An examination of the cost 
figures of representative estates shows the ver\" 
great reductions achieved in 1921 and 1922, but 
there is little or no tendency for costs to rise 
during 1923 and 1924. Under the spur of 
adversity, the industry brought down costs to 
a new low level, and assisted by the increasing 
proportion of mature acreage, that level once 
secured was held, at least until prosperity 
returned in 1925 and the purse-strings were once 
more automatically, and in a sense uncon
sciously, loosened. This unexpected main
tenance of economies was not in any way at the 
expense of the future ; the technique of pro
duction was changing, and it was found that 
many expenses which had been thought neces
sary, but which were temporarily foregone in 
1922, could be dispensed with wholly or in part 
without detriment to efficiency. Hence in 
actual fact, though many estates incurred heavy 
losses in 1922,* very few made losses in 1923,

♦ Companies whoso financial year ended during the  first 
p a rt of 1923 are included in the basis for this generalisation^ but
these were greatly  helped by th e  sharp rise in the  price dxiring 
th e  first two restriction  quarters. I f  all accounts were b a . ^
stric tly  on the  calendar ydar, the  num ber of companies incurring 
losses during 1922 would have been considerably greater.
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and practically none in 1924, even though the 
price averaged little more than is. id. It is, 
of course, possible that the Stevenson Com
mittee foresaw the permanence of the low level 
to which costs were being reduced in 1922, and 
were reaUy basing their idea that a pivotal 
price of is. ^d. would give a satisfactory margin 
of profit, on this expectation. But this seems 
most unlikely, for few producers will deny that 
they were surprised at the continuance of low 
costs during 1923 and 1924. The reduction in 
costs as compared with 1920 was so great 
that it seemed that it must be looked upon 
as sub-normal, even though, of course, as 
each year passed the proportion of tappable 
acreage to total acreage was increasing on 
most estates. Allowance for this factor could 
have been, and probably was, made by the 
Committee, but that they realised the per
manence of the 1922 level of costs seems highly 
improbable.

The Committee therefore seem to have 
opened their scheme quite uimecessarily to 
attack by the American manufacturers on the 
ground that the pivotal price was fixed too 
high. The defence, which was subsequently 
developed by some of the leaders of the in
dustry, that a profitable level was necessary to 
stimulate new planting, and that new planting 
was necessary in the ultimate interests of the 
consumer, was not of a very convincing cha
racter. The most that could be anticipated 
was that the lower cost estates would continue 
some planting up of their reserve land, using 
their reserves and part of their current profits 
for the purpose. Such extensions can be carried 
out at a cost per acre far lower than would be 
the cost per acre of establishing a new estate 
with factory buildings, coolie lines, etc., and 
probably a good deal of road-making. Such 
planting as did take place during 1923 and 1924 
was indeed the planting of extensions, but it 
was on an insignificant scale. The Stevenson 
Committee cannot have failed to realise that it 
would be impossible to raise large amounts of 
new capital in the open market so long as the 
price remained at is. d̂. New planting is 
naturally never undertaken on any large scale, 
whether in the form of new estates or even con
siderable extensions to existing estates,* so long 
as the shares of existing companies with estates 
of average efficiency can be bought up at a price 
considerably below their equivalent in terms of 
the capital costs of new planting ; in other 
words, so long as the current value of the exist
ing acreage is below the costs of new planting

• F o r where th e  extensions are  of considerable size, factories, 
coolie lines, etc.., a re  usually  required , and  th e  cost am o u n ts  to 
som ething like th a t  of p lan ting  com pletely new estates.

per acre. This was undoubtedly the situation 
in 1922, for current share values had slumped 
heavily, and unless the pivotal price gave really 
satisfactory profits to existing producers, there 
was little probability of existing shares rising 
to the required extent, especially in view of the 
fact that during the boom of 1919-20 capital 
values had in many cases been directly or in
directly inflated to a considerable extent. If a 
price level of is. 3d. was going to stimulate any 
considerable new planting, that stimulus was 
obviously stronger in respect of the Dutch than 
of British producers. Even though in 1922 
costs in Java seem to have been rather higher 
than in Malaya, those costs would not be 
swollen by restriction, and a price-level of is. 3d. 
would provide the Dutch with a satisfactory 
margin of profit. The question, indeed, arises 
whether, in the ultimate interests of the British 
plantation industry, the pivotal price should 
have been set lower, even if that meant the 
bankruptcy of a number of the highest cost 
Malayan producers. The lower the pivotal 
price, the less the profits of the Dutch, and 
therefore the less the probability of any sub
stantial new planting to the detriment of 
Malaya. But, as has been remarked in the 
previous section, the Dutch did not view the 
future as too satisfactory, even when restriction 
had been imposed and they found themselves 
in the relatively comfortable position of out
siders, and the Committee were probably right 
in concluding that the likelihood of heavy 
planting by the Dutch estates was not so great 
or so serious a matter as to justify the risk of 
bankruptcy to the marginal British estates 
which was involved in any pivotal price lower 
than I S .  3d. In all the circumstances, little 
fault can be found with the initial selection 
of that figure ; it was not unnecessarily high, 
nor was there any necessity for it to be 
lower.

(c) The Assessment of Standard Production
in Malaya.^

The assessment of estates over 100 acres f  
was performed by special committees of 
planters ; that of estates under 100 acres was 
carried out by the ordinary District Officers of 
the Malay Civil Service, each for his own dis
trict. A right of appeal to the Central Advisory 
Committee was allowed to the owners of all

* Tho w i t e r  has had  no o p p o rtu n ity  to  v is it C eylon; honco 
th e  lim ita tio n  to  M alaya, in  view  of tho deta iled  local luiow* 
ledge which is  necessarily involved in  tho  s tu d y  of those assess* 
m ont problems,

t  th e  first y ea r th is  figure w as 200 acres in  th o  Federated  
in co n tra s t w ith th o  U nfedorated M alay S ta tes, otc* F o r  tho 
second year tho  F.M .S, cam e in to  lino w ith  th o  rest.
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estates and holdings in excess of 25 acres, but 
the District Officer's assessment was final for 
holdings below this limit. It will therefore be 
convenient to consider the assessment of the 
two divisions, above and below 100 acres, 
separately.

For the first year of restriction, November i , 
1922, to October 31,1923, returns were obtained 
from all estates * of their production during the 
year ending October 31, 1920, and these were 
used by local Assessment Committees as a 
general basis and rough guide. Returns for a 
more recent period could not be used, as in 
1920-21 voluntary restriction was general, and 
a number of individual estates were restricting 
to some extent in 1922. Allowances had there
fore to be made for new areas which had come 
into bearing since 1920, and this was done 
according to a scale of output per acre by dates 
of planting, which had been drawn up by the 
Duncan Committee in 1921 with reference to 
their proposed scheme of restriction. Allow
ances had also to be made for the greater 
maturity of the younger trees, on which tapping 
had but recently commenced in 1920. The 
production records were therefore only, so to 
speak, a starting-point; the modifications which 
had to be made were very large, as may be seen 
from the fact that the total standard production 
of Malaya for the first restriction year was 
assessed at about 75,000 tons more than the 
total exports in 1919-20.! But it must be 
remembered that the business of making these 
assessments had to be done in a great hurry, 
and it was impossible to check the statements 
and figures put forward by the estates. There 
can be little doubt that many estates claimed 
and obtained more than they should have done, 
and this was soon realised. The making of 
assessments for the second restriction year was 
entrusted to a Central Assessment Committee 
of planters. This Committee came to the con
clusion that a universal scale of output accord
ing to date of planting would be both fairer and 
more accurate than specific reference to actual 
output in one particular past period, for some 
estates might have been pursuing a more con
servative policy of tapping than others, who 
would thus obtain undeservedly large quotas. 
The Committee also felt that the Duncan scale 
was, in general, too high from the point of view 
of preserving the productive capacity of estates 
in the future, and this was rightly regarded as 
a most important principle. Accordingly, a new 
scale of output was formulated. This compares 
with the Duncan scale as follows :

* Licluding also estates^between 25 aiid 100 acres; these
thi “were xised by  the  D istrict Officers.

t  I.e . including estates under 100 acres.

< I

I  r  I

Duncan Scale* 
lbs. per acre.

New Scale (192a- 
24), lbs. per acre.

1st Y ear of T apping * 120 60
2nd ,, 180 180
3rd 240 240
4th  „  ,. and 

over.
320 300

Special allowances up to a maximum of 400 
lbs. per acre f  were made in the case of estates 
which proved that their system of tapping was 
lighter than a standard system adopted by the 
Committee, while deductions were made if the 
tapping system of an estate was heavier than 
this standard. Estates which proved that on 
the standard method of tapping their trees 
would not yield as high as the new scale, might 
receive an allowance on this score.

“ The new scale reduced the standard for 
trees in their first year of production, and fixed 
lower maxima. On the other hand, additional 
areas must necessarily have come into bearing 
since the first year of exports regulation, and 
the areas assessed at 120, 180, and 240 lbs. in 
the first year fall into later age classes and rank 
at 180, 240, and 300 lbs. respectively in 1923- 
24.” X The F.M.S. Advisory Committee esti
mated that the new rules would give a total 
standard production less than that which would 
have resulted from the continuance of the old 
rules. As Mr. Maclaren, writing almost simiil- 
taneously with the change, pointed out, this did 
not necessarily mean an actual reduction in the 
total standard production. Actually, however, 
it did effect such a reduction, but this was 
probably mainly due to the much greater care 
with which assessments were made for this 
second year of restriction. “ Very detailed 
sworn statements with regard to each estate 
were demanded before an assessment was 
granted, and where the Committee had any 
grounds for doubting the accuracy of the 
figures supphed, inspection was insisted upon.” § 
Even so, Mr. Rex adds that ” at the start there 
is little doubt that a certain amount of rubber 
just coming into bearing was claimed as a year 
older than it actually was, but as time went on 
and this rubber became mature and its age a 
matter of little importance so far as assessment

• This was reckoned by the  D uncan Scale to  be when the 
trees were over five years old ; under the  new scale when 60 per 
cent, of the  trees had  reached tappable size as defined by given
m ao su ren ien ts. » i

t  This lim it w as raised to  600 lbs, m  1925, and  abohshed 
altogether in 1926, though its  rem oval c a u s ^  no apprroiable 
increase in assessments (see R epo rt of R ubber Controller for
19̂ 6—'̂ 6)

“X Maclaren Rubber Tea and Cacao (Resources of the Empire

§ R es , in his introduction to Statistics relatihg to R ubber in 
th e  F.M.S,. 1929.
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The great and unexpected increase in yields 
<;ince the removal of restriction suggests the 
possibility that standard production was very 
much under— rather than over— assessed. 1  he 
subject of this great increase m yield will be 
more fully discussed later on, but it seems 
advisable to anticipate here the conclusions 
there reached, namely, that in the main this 
increase in yield is due to improved methods ot 
cultivation, tapping, etc., which were intro
duced during the restriction period, and par
ticularly perhaps during the later years. In the 
sense that in the later years of restriction 
Malaya could have produced more than the 
assessed standard production, it may be said 
that there was under-assessment. But the 
gradual rise in the potential yield, concealed 
so long as restriction lasted, was very little sus
pected even by the managers of estates, and in 
any case standard production was assessed on 
an essentially theoretical basis, and the accuracy 
of its assessment must be judged according to 
this basis. So judged, it is still possible, per
haps even probable, that there was some under
assessment. On this matter the opinions of 
estate managers or directors are altogether un
trustworthy ; every one of them complained 
that he was under-assessed and his neighbours 
over-assessed, whatever he may have felt in his 
heart of hearts. But a leading member of the 
Assessment Committee pointed out to me in 
conversation that the policy of the Committee 
was “ If in doubt, reduce his assessment," and 
that the average estate manager was not a 
skilled presenter of a case. " It would,” he 
remarked, often have been different if there 
had been specialist lawyers to plead for estates, 
instead of the managers writing letters in the 
strain, ‘ I think this is very hard on u s T h e  
point merits considerable attention in respect 
of the making of assessments or quotas under 
all kinds of artificial control schemes. Hence 
some part of the thousands of pounds by which 
the Committee used to reduce preliminary 
claims, may not perhaps have been justified. 
It should be added, however, that the speaker 
quoted above was convinced that the degree of 
under-assessment was not really appreciable. 
It must, indeed, be realised that the Com
mittee had to deal with many claims which, 
though not meriting the appellation fraudulent, 
were nevertheless constructed by persons who 
were prepared to sail pretty close to the 
wind.

A leading Chinese planter, however, com
plained to me that the Chinese estates as a

group * were assessed more severely than the 
European estates. He pointed out that few 
of the Chinese owners can speak English, and 
were therefore on that account at a definite dis
advantage in answering the questionnaires, 
while it was very significant that appeals by 
Chinese estates nearly always failed, while a 
large percentage of European appeals suc
ceeded. It would be idle to deny outright the 
possible force of this argument, but at the same 
time his feelings are very similar to the feelings 
of European planters, most of whom maintain 
that the District Officers dealt more kindly with 
the Malay smaU-holdings than the Assessment 
Committee dealt with estates. Further, it must 
be remembered that even the larger Chinese 
estates were not conducted according to the 
same methods of planting, cultivation, tapping, 
etc., as the European estates, at any rate in 
1922, though there has been a rapid process of 
approximation since then ; Chinese rubber cul
tivation comes, so to speak, half way between 
the European and the native Malay technique. 
With their more drastic tapping, closer planting, 
etc., the Chinese estates in the absence of 
restriction would almost certainly have pro
duced more than their standard production as 
assessed, at least for a time, and in this sense 
assessment according to European standards 
certainly involved a more severe restriction for 
a Chinese than for a European estate— in the 
same way as it bore still more heavily on the 
Malay small-holdings. Personally I am in
clined to think that this is the real substance of 
the Chinese complaint, and to doubt whether 
the Assessment Committee showed any dis
crimination against the Chinese estates qua 
Chinese in administering their duties as laid 
down by the Government regulations and 
decrees. Whether those decrees should have 
taken account of the differences between 
Chinese and European estates is another 
matter ; the assumption was that the European 
technique was the better in the long run, and 
while a definitely disputable point, the extent 
to which the Chinese have increasingly copied 
European methods is at least some evidence, 
though by no means conclusive evidence, that 
the Government were justified in, so to speak, 
imposing European standards on the Chinese 
estates. This, however, does not alter the fact 
that the imposition of those standards meant a 
rather heavier burden on the Chinese at the 
time.

It may therefore be concluded that the 
determination of the standard production, and

* Asifttio ow ned es ta te s  over 100 acres a re  a lm o st en tire ly  
Chinese ow ned, an d  a re  es tim ated  to  form  a b o u t 10 p er cen t, 
of th e  to ta l  p lan ted  acreage in  holdings of 100 acres an d  over 
in  th e  F.M .S. (R ubber S ta tis tics  of th o  F.M .S. 1929.)
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the assessment of individual estates, was in 
general accurately and fairly carried out from 
the second year of restriction onwards. The 
standard production did represent potential 
production on the somewhat theoretical but 
essentially reasonable basis which was adopted, 
and there was no deliberate, nor much chance, 
discrimination between individual estates. The 
former conclusion, however, does not apply to 
the last year of restriction, and though breaking 
our rough chronological order of treatment, the 
assessment of standard production in 1927-28 
will be most conveniently considered here. The 
position in the autumn of 1927 was tliat though 
the exportable percentage stood at the legal 
minimum of 60 per cent., yet the price had 
fallen much below the new pivotal level of 
I S .  gd., and was still obstinately falling. If the 
pivotal price was to be restored, still more 
drastic restriction was obviously required, 
especially in view of the existence of a large 
volume of unused export rights. It is now 
hardly a secret that while many producers 
wished to reduce the percentage to 50 per cent., 
the Colonial Office were unwilling to make the 
necessary revision in the regulations, even 
though the pledge of October 1926, that no 
further alterations would be made for twelve 
months, would have expired. The R.G.A., 
therefore, got round the difficulty by persuading 
the Advisory Committee in Malaya' to discard 
the 1923 scale of output, and to make the basis 
of assessment a much lighter standard system 
of tapping than that which had been used in 
appeals. The result was to cut down standard 
production, as it would have been assessed on 
the previous scale, by about 10-15 per cent. ; 
actually the total standard production was 
reduced by 20,000 tons as compared with 1926- 
27 ; at 314,000 tons it was approximately the 
same as in 1925-26. The only substantial 
justification for this change in the method of 
assessment was that the standard production 
of 1926-27 had not in fact been produced even 
when the exportable percentage was 100, as is 
shown by the accumulation of unused export 
rights. In Malaya this failure to produce the 
standard production is ascribed either to short
age of labour or to the fact that estates 
deliberately refrained from increasing their 
labour staffs too much in view of the rapid fall 
in price, and therefore the probability that the 
exportable percentage would soon be again 
reduced ; in other words, they preferred to 
accumulate unused rights in the hope that 
sometime the price would rise again. Hence in 
Malaya the whole business was, and still is, 
regarded as essentially a wangle. The London 
view was rather different; undoubtedly certain

interests genuinely believed in the value of this 
still more conservative tapping system, and 
thought that its introduction at this stage 
would kill two birds with one stone, by con
verting the unbelieving majority and also help
ing restriction. But so far as the former objec
tive was concerned, the main result was that 
estates made no change in their actual methods 
of tapping, and merely rested more areas. This 
enforced resting may have achieved the desired 
result in a different way, but no such system of 
tapping is anyw'here practised to-day. Hence 
in the last year of restriction, the standard pro
duction was far removed from even a reasonable 
potential production as it was conceived by a 
majority of the industry.

So much for assessment problems in respect 
of estates over 100 acres. As has been said, 
the District Officers were responsible for all 
holdings under 100 acres.* In making the 
assessments for the first year; returns were 
obtained from the owners of over 25 acres, 
similar to those obtained from the larger 
estates, but this procedure was of course im
practicable for the far more numerous smaller 
holdings of the Malays. Reference has already 
been made to the census of 1921, and this was 
used as a basis for determining the acreage and 
the date of planting; assessment was then 
made according to the Duncan scale. The 
method of taking this census, and a brief 
appraisal of its accuracy, is given by Mr. Rex 
in his introduction to the “ F.M.S. Statistics 
Relating to Rubber, 1929.” He there points 
out that while the total planted area as shown 
by the census was probably a close approxi
mation to the truth, this does not exclude the 
cancelling out of opposite errors in respect of 
different districts and of individual holdings. 
WTien these census returns were used for assess
ment purposes, it was soon discovered that the 
number of such errors was very large indeed, 
and this is hardly surprising, for, wLen con
fronted by the census taker, the Malays had no 
idea of the object of the inquiry, and therefore 
did not know whether to exaggerate or mini
mise. To tell the truth w'ould in such circum
stances be merely weak-minded according to 
Malay standards, and therefore some plunged 
in one direction and the rest in the other. 
Hence, though in the total of such a large number 
of returns, the errors more or less cancelled out, 
the figures for individual holdings ŵ ere in 
general extremely inaccurate, and it was soon 
realised that tliere must be a general check.

In the autumn of 1923 this checking w-as
• A t tliP end of 1922, holdings of under 100 acres are 

believed to  have represented about 3S per cent, of tlie to tal area 
of rubber in  the F.M.S. All bu t a  sm all fraction of this is in 
holdings of under 25 acres.
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started by two distinct classes of inspectors;
(а) the nominees of local planters’ associations 
who received a fee to cover their expenses, and
(б) the subordinate Malay officials of the local 
government service, who were taken from their 
proper jobs as they could be spared, and sent 
out to inspect. The small-holders naturally 
felt that the former were biassed judges, and in 
any case their assessments were made strictly 
on their own standards on European culti
vation, e tc .; a good deal of bad feeling was thus 
aroused. The Malay officials had no bias, but 
their check was unreliable on account of the 
possibilities of bribery. There was no double 
check. At the end of 1923 the Government 
started the formation of a staff of European 
supervising officers. This staff was recruited 
mainly from unemployed planters, and some of 
them were not entirely trustworthy. They 
had to deal xvith large areas, and in the main 
they were therefore employed in investigating 
appeals by the small-holders against their 
assessments ; only a small minority of their 
inspections were made directly at the insti
gation of the District Officers.

Probably not until 1926 could it be said that 
as the result of frequent checks and reinspec
tions were the assessments of the small-holdings 
correct. But the meaning of the term “ cor
rect “ requires careful definition. For the first 
restriction year the native assessments were 
originally made, as has been said above, accord
ing to the Duncan scale. But it was soon felt 
that with the exportable percentage as low as 
60, the reduction in the quantity which the 
native could sell would cause serious hardship, 
and from February i, 1923, until October 31, 
1923, the native standard production was in
creased by one-third, i.e. to 427 lbs. per acre for 
fully mature rubber. For the second year of 
restriction and until May i, 1926, holdings 
under 25 acres were assessed on the basis of a 
maximum of 320 lbs. per acre for mature rubber 
(definition was trees 18 inches in girth at 3 feet 
from the ground), and 160 lbs. per acre for 
rubber in bearing but not mature, while if the 
percentage exportable was under 80, additional 
allowances could be given on the first five acres 
— t̂hese allowances amounted in all to about 
20,000 tons a year. From May i, 1926, the 
maximum was raised to 400 lbs.,* and for im
mature rubber to 200 lbs. ; the special allow
ances being abohshed. Now the basic scale for 
estates over 100 acres was 320 lbs. per acre for 
fully mature rubber, though extra allowances

* In  tho  R eport of th e  R ubber Controller for th e  restric tion  
y ea r 1 9 2 ^ 2 6  i t  is s ta ted  th a t  ** The 400 lbs. m axim um  h as  been 
generally trea ted  b y  D istric t OflRcers s tric tly  in  th e  m anner 
intended^ nam ely, as a  m axim um  and  n o t as a n  indiscrim inate 
d a t  ra te .’’

could be given up to 400 lbs., and later 500 lbs., 
while even this limit was removed in 1926, 
though it was really inoperative as very few 
estates could qualify for such an assessment. 
Thus in the first years of restriction the native 
received special consideration, but from Novem
ber 1925 onwards it may be said, in broad terms, 
that the small-holdings were assessed on the 
same basis as the larger estates, which indeed 
was the declared policy. In other words, the 
statement above, that the assessment of small
holdings was correct from 1926 onwards, nieans 
correct according to the standards established 
by the restriction regulations, which in turn 
were based on European methods of planting, 
cultivation, tapping, etc., and most important 
on the average yields per acre which were deemed 
economic in the long run. Now there is little 
doubt that the authorities in charge of restric
tion thought these standards could reasonably 
and properly be applied to the native holdings ; 
in other words, that the assessments made did 
approximately represent potential capacity in 
the long run. The only statistical information 
as to native yields at the beginning of restriction 
relates to 1920 and is limited to the F.M.S. 
These figures suggest that the yield per mature 
acre on native holdings was in the neighbour
hood of 300 lbs., and the yield per acre of all 
tappable rubber 270 lbs., as compared with a 
similar figure of 380 lbs. for estates. A t the 
close of the restriction period, Mr. Beale in his 
D.O.T. report, "  unofficially “  though “ on the 
most reliable information available,” estimated 
the average normal yield on holdings under 100 
acres at 300 lbs, per acre. And yet in 1929 .̂nd 
1930 these small-holders have actually pro
duced at a rate of no less than 475 lbs. per 
acre ! This suggests that the earlier statistics 
must have been wide of the mark, for the 
causes which have led to the great increase in 
the yield of estates per acre actually being 
tapped,* e.g. better cultivation, etc., apply only 
in a very limited degree to small-holdings. 
But the earlier evidence should not be set aside 
too easily. The explanation of the high yields 
during the last two years may be that the native 
had such ample bark reserves and that his trees 
were in such good condition as the result of the 
enforced resting during the restriction period, 
as to enable him to produce for a time at an 
altogether abnormal rate, which he cannot hope 
to maintain much longer. If this proves to be 
the case, and the average native yield declines

•  T he average yield of e s ta te s  p e r m a tu re  aero w as a b o u t 
380 lbs. per acre, i.e. th e  sam e a s  in  1920, b u t  a t  a n y  tim e 
p robab ly  one-th ird  of tho  to ta l  acreage is now  resting . T he 
average yield p e r acre  ac tu a lly  being tap p ed  is p ro b ab ly  n o t fa r 
below tho  475 lbs. per acre  ob ta in ed  by  con tinuous ttvppinc on 
sm all-holdings. F u rth e r  discussion an d  exp lana tion  of tn  
m a tte rs  is given in  Section VI.

A 5

i5

I

I'

i

[lose



'c .

\\

1̂ >

b
fAi

4

1i
—

II

1.1i» ,

\x

.t

\«

Ir

m

4  I

'M M

\ :

f

again to, say, 350 lbs. per acre, we can conclude 
that during the restriction period European 
standards were applicable to native holdings, 
and that therefore they were not appreciably 
under-assessed. But if the small-holders suc
ceed in permanently maintaining yields near 
the present level, then we must conclude that 
European standards were not applicable, and 
that there was very serious under-assessment 
in so far as the assessments were supposed to 
approximate to potential production, which 
was undoubtedly the case. Another year, or 
perhaps a little more, must pass before this 
issue can be determined, for it may be remarked 
that most European planters confidently 
prophesied a decline in yields during 1930, of 
which there has not been much sign, and yet 
all reports indicate the drastic nature of the 
small-holders’ tapping. It seems impossible 
that the present yield should be maintained, 
but at the same time it must be admitted that 
we are still without even reasonably reliable 
information as to what the rubber tree will 
stand under the methods of planting and the 
physical conditions of the Malayan small
holding.

Even if time shows the probability of serious 
under-assessment, however, this does not carry 
with it the implication that the natives actually 
suffered unjust treatment. The raising of the 
original first year’s assessment, and the opera
tion of the subsequent scheme of allowances, 
probably went far towards making good any 
possible under-assessment of the standard pro
duction, while there was so much evasion of the 
law and so much imperfection in the actual 
working of the assessment machinery, owing to 
the absence of adequate checking, that the 
native had no grievance in practice. In the 
later restriction years, when assessments were 
reasonably correct and evasion difficult, the 
small-holder had made so much money during 
the boom that he could bear any such burden 
with equanimity. In 1926, for example, he 
was not troubling to produce even all he 
was allowed to produce. This whole question, 
indeed, is fundamentally of theoretical rather 
than practical importance, but its discussion at 
this length seems to be warrantable, because it 
does serve to bring out the great difficulties 
which must inevitably ensue under any restric
tion scheme which necessitates the application 
of a common standard where two entirely 
different methods of production prevail. The 
native rubber holdings cannot be considered 
simply as small sections of a European estate; 
on the contrary, it is hardly an exaggeration to 
say that the only point of resemblance between 
them is that they both grow rubber, and every

thing else is just about as different as the form 
in which they respectively produce that rubber. 
The application of European or large-scale plan
tation standards to a native industry producing 
for the same market, might easily involve real 
injustice, and with some native races give rise 
to serious political trouble. The injustice might 
easily have been perpetrated in Malaya, 
especially in the absence of trustworthy 
statistical information, and it is at least com
forting to be able to reach the conclusion that 
any such injustice as may have been done was 
certainly over-laid by other mistakes or imper
fections in the working of the scheme.

(d) Smuggling and other Evasions of the Law
in Malaya*

Estimates of the maximum rate at which 
rubber was smuggled out of the Malayan restric
tion area range all the way from 10,000 tons a 
year to 50,000 tons, while the minimum rates 
are estimated at anywhere between 5,000 tons 
and 20,000 tons. The passage of time has not 
helped the historian in this matter, and the 
truth is that the exact importance of smuggling 
as a factor in the restriction scheme of 1922-28 
is not and never will be known. The F.M.S. 
Government, though pressed by the members 
of the Federal Council, always declined even to 
suggest any specific figures, though it confessed 
to the opinion that “ there is considerable leak
age of rubber by smuggling throughout the 
Peninsula,” and that the smuggling was being 
carried on mainly from Johore, and also 
Kedah.f In commenting on previous discus
sions of the Federal Council, the High Commis
sioner stated in November 1927 that ” opinions 
differed widely as to the quantities of rubber 
grown in the Malay States which were thus 
evading control, but all were agreed that they 
were to be counted by hundreds of tons 
every month, and that rubber smuggling was 
rapidly becoming a highly organised industry 
which indubitably had a large financial backing 
supporting it.” The only other source of 
official information is the annual reports of the 
Controller of Rubber. Judging by thestatistics 
of convictions for smuggling, and of the number 
of boats and amounts of rubber captured, 
smuggling began gradually during the first two 
restriction years, and reached a peak dunng the

* The lim itation  to  M alaya in  dealing w ith  these m attere is 
again because they  necessitate inquiry on the 
was not. of course, an  im portan t problem
other evksions and the  drawback of bribery and corruption were 
the some in  Ceylon as in  Malaya, the w riter is ao t »» *
to  state, and he wishes to  stress the lim itation of this section to
Mulaya^only. Minutes, A ugust 8. 1927, answers to
quest ions«
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high prices of 1924-25. The next year there 
was a “  very marked decrease, due largely to 
the 100 per cent, release, or in other words to 
the fact that Malaya could not produce the full 
standard production as assessed.  ̂With the 
re-introduction of effective restriction 
1926-27 there was “ a marked increase and 
“  smuggling was more highly organised, and 

particularly active ” from March to June 1927, 
though in November and December there was a 
" distinct faUing off." During the first two 
months of 1928 smuggling was less than m the 
corresponding period of 1927, and when the 
price dropped on the appointment of the Civil 
Research Committee to inquire into the future 
of the scheme, there was a “ corresponding 
decrease in the quantity smuggled. The 
further drop in price when the coming termina
tion of restriction was announced in April had 
the result that “ smugglers no longer found it a 
paying proposition to carry on their activities, 
and from May i  the preventive launches began 
to be gradually withdrawn. It is thus clear 
that with the price of rubber above, say, is. 6(/., 
it was the degree of restriction rather than the 
price which affected the volume of smuggling 
in other words, it paid to smuggle while rubber 
was above is. ^d., and the real limitation on the 
extent of the smuggling was the difficulty of 
getting supplies to smuggle. Of course the 
high prices of 1924-25 must have stimulated 
the trade, but the degree of its profitability was 
not the important factor, so long as it was 
reckoned profitable at all. The supply of 
potential smugglers seems therefore to have 
been great. The trouble was that with a high 
exportable percentage the supply of rubber for 
them to smuggle was relatively small. This is 
a point of some importance in the technique of 
artificial controls in any way similar to rubber 
restriction ; the volume of smuggling may not 
be a function of the price-level of the com
modity ; on the contrary, if the price under 
restriction is sufficient to induce the smuggling 
of one ton, it may well induce the smuggling of 
all the tons which can be obtained for the pur
pose. The supply curve of smuggling may 
apparently have a very unusual shape !

There can be no doubt that smuggling was a 
quantitatively important factor. At the meet
ing of the Federal Council on August 8, 1927, 
Mr. Egmont Hake explained in some detail the 
reasons which led him to beheve that the total 
quantity of rubber smuggled from Malaya was 
at the rate of at least 24,000 tons a year, “  so 
long as the legitimately exportable percentage 
is low." He put forward, this figure as one 
which a reasonable person would accept, though 
he inclined to the view that it should really be

much higher than this. He argued that 
“ Johore is smuggling to the fullest extent of its 
wishes," and that " if the whole preventive 
organisation in that territory were closed down, 
it is very questionable to my mind whether the 
quantity smuggled would be appreciably larger 
that it is.” His general summary was as 
follows: “  Smuggling has been going on for 
three years, in varying degrees according to the 
export percentages, and some 40,000 to 50,000 
tons must have reached the market during that 
period,' ’ which, as he remarked, must have made 
a great difference to the price of rubber and the 
whole working of restriction.

As the result of my own investigation on 
this problem, I am inclined to the belief that 
Mr. Hake’s summary is a closer approximation 
to the truth than estimates either of a much 
higher or of a much lower order of magnitude. 
In my opinion, therefore, smuggling was a 
matter of very definite importance but not of 
anything approaching the crucial importance 
which some have believed. Whether it need 
have been so is another question. As has been 
said, the main source was the State of Johore. 
The fact that the maximum penalty in Johore 
was only six months’ imprisonment, as com
pared with two years in the F.M.S., was a minor 
factor. The real trouble was that the Sultan 
made little attempt to enforce restriction until, 
in the summer of 1927, Sir Hugh Clifford, soon 
after his appointment as High Commissioner, 
visited him for a friendly talk on the subject. 
The “ distinct falling off " in smuggling at the 
end of 1927, as reported by the Rubber Con
troller, was undoubtedly mainly due to this 
conversation. There seems little reason, how
ever, to suppose that such steps might not 
have been taken at an earlier date, even if 
allowance be made for the somewhat delicate 
relations between the British Government and 
the nominally independent rulers of the native 
states, and for the fact that Sir Hugh Clifford 
was peculiarly well qualified for such a task.

It must be admitted, nevertheless, that even 
if a strong line had been taken in Johore, smug
gling would still have been a serious difficulty. 
In the main, the smuggling was not done from 
recognised ports, ix. with the connivance of the 
customs officers, though in 1926 the Rubber 
Controller reported the discovery of an "  ex
tensive fraud on the Johore-Malacca borders in 
which there was collusion between native Cus
toms Officers and smugglers, seven of such 
Customs Officers being sentenced to twelve 
months’ rigorous imprisonment each." This 
was certainly no isolated instance of moral 
failure on the part of native Customs Officers, 
but in the main the smuggling was done from
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the innumerable rivers and creeks which make 
up the west coast of the Malay Peninsula. This, 
and the existence of similar facilities on the 
Dutch Islands, as well as the facts of their 
proximity, and of the relatively calm waters of 
the “ Shallow Seas," combined to make ideal 
physical and geographical conditions for the 
smuggler. Another difficulty was that of pro
viding a really deterrent penalty. It was only 
the small fry who were caught, and though the 
fines imposed were so enormous relatively to the 
customary income of these men that the alter
native of two years' imprisonment was virtually 
always the actual penalty, yet they could face 
this with reasonable resignation, because their 
families are said to have been well looked after 
by the man for whom they had been smuggling, 
and an extremely handsome solatium was 
awaiting their release from prison. Nothing 
short of capital punishment, if that, would have 
been a real deterrent! Despite all the diffi
culties of the problem, however, smuggling 
could probably have been kept ^vithin reason
able bounds if the original pivotal price had not 
been greatly exceeded. For it seems doubtful 
whether smuggling on the grand scale as dis
tinct from the petty operations of native fisher
men on their own initiative, would have been 
worth while at prices below is. 6d., and though 
the degree of restriction rather than the price 
was the controlling factor, yet undoubtedly 
the extremely high prices of 1925 did stimulate 
the building up of highly organised large-scale 
enterprises, and, having been perfected, then- 
operations were continued even after the price 
had fallen much below the level required to 
bring them into existence in the first place. 
The potentialities of smuggling must always be 
considered by the makers of restriction schemes.

Other forms of evasion may conveniently be 
considered here. It must be realised that every 
European estate, every Chinese estate, every 
Malay small-holder, and eve^ Asiatic rubber 
dealer regarded the restriction legislation as 
unfair to himself individually and therefore fair 
game for exploitation and evasion in his own 
interests. The European estates, unfortunately 
from their point of view, found the oppor
tunities restricted, and their principal opening 
was in the matter of assessments, though even 
that provided little scope after the first year. 
But some of the Chinese estates discovered that 
various tricks could be played with export 
licenses. One example may perhaps be given. 
An export license was a paper divided into two 
parts ; the top half contained particulars of the 
estate and the amount of rubber exportable 
during the quarter, and the lower half was a 
blank for the entry of the shipments as they

were made. The holder would by one means 
or another obtain an unfilled spare form, and 
when the lower half of his original form was 
filled with entries amounting to his exportable 
allowance, it was carefully tom off, and the top 
half of the original would be joined with stamp 
paper to the blank lower half of the spare form, 
the top half being tom off and thrown away. 
This tom and mended document would then be 
submitted with some such explanation as “ A 
terrible thing nearly happened, tuan. My boy 
was just tearing up this license, and I only just 
got the pieces in time.” If realistically done, 
little could be said— at any rate on the first 
occasion !

Quantitatively, however, such tricks were 
of little importance. The possibilities of the 
“  fair game " were, however, enormously greater 
in respect of the export coupons issued to 
holders of less than 100 acres. These were 
virtually, though not legally, negotiable docu
ments, so to speak payable to bearer, and at 
the beginning of restriction they were printed 
by the Survey Department of Malaya, and 
accepted without any safeguards, no attempt 
being made to trace their antecedents or their 
history. There was certainly a large number 
of forged coupons in circulation during the 
first year or two, though no figure can possibly 
be ascertained. The trouble, however, was so 
weU recognised that later the firm of De la Rue 
was called upon to do the printing, and the 
same sort of care was taken as with Bank of 
England notes. Each coupon bore a serial 
number, and as they were collected by the 
Customs Officers at the ports, they were 
returned to a central office in Kuala Lumpur 
for checking. Any dealer who handed to the 
Customs a coupon which this checking later 
proved to be a forgery, was held responsible ; 
this made the dealers very careful, and forgery 
of complete coupons was effectually stopped 
after the first two or three years. But it was 
still possible to tamper with the rubber stamp
ings showing the District Office at which the 
coupon was issued, and thereby coupons valid 
for use in one district could be made valid for 
use in another district. Some District Officers 
evolved a more elaborate system of records of 
their own— for example, a card index was kept 
corresponding to the serial number of every 
coupon issued, and these cards showed the 
number of tlie holding for which the coupon 
was issued, the date of issue, etc., and the 
thumb print of the recipient as his receipt. This 
made possible a reasonably adequate check. 
But many District. Officers did not bother to 
this extent, for nearly all of them objected to 
restriction on account of its interference with

1

r.

the a £
Action

vtere

soontf

the hettet' na

thisiso^y* asionandtob̂
the scope tot it ^
in difierent disW' ■ P
tot even the “  g W  ^

which h ^  f  jnd p«

substantial scale- T h e^ °

tion on restriction bem̂  
course; the cnstomar}’ bminj 
the current vahie of the ml 
coupon represented, and the t 
reseQ at the full current \'alD 
course the small-holder's expor 
was again reduced below w lia 
produce. The possibility of th< 
duction to reach the assessed 
really never foreseen: if it ] 
sumably both export licenses 
would have been vdid for a defii 

Many other forms of evasion ̂ 
but most of these were quantita 
taut Sufficient has been saî
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the performance of their proper normal duties, 
and though undoubtedly the vast majority 
adequately performed the additional duties laid 
upon them by the restriction legislation, lew 
went out of their way to add voluntarily to their 
burdens in this respect. Some few, however, 
took the line that they were being asked to 
administer an absurd and impossible ?!
legislation, and that the sooner it damned itseli 
the better, while more were inchned to adopt 
the attitude, “ If you will have such a scheme, 
this is only the sort of thing you must ^pect. 
The scope for evasion and fraud varied therefore 
in different districts, but it should be realised 
that even the most complete precautions could 
not prevent the buying and selling of coupons 
which began in 1926, when the percentage 
exportable rose to 100 and production failed to 
reach the assessed standard. This new line of 
merchandise developed every^vhere on quite a 
substantial scale. The Asiatic money-lenders, 
shopkeepers, and so on— as well, according to 
general report, as some Europeans— bought up 
coupons from the small-holders as a specula
tion on restriction being tightened again in due 
course; the customary buying price was half 
the current value of the rubber which the 
coupon represented, and the buyers hoped to 
resell at the full current value when in due 
course the small-holder’s exportable allowance 
was again reduced below what he desired to 
produce. The possibility of the failure of pro
duction to reach the assessed standard was 
really never foreseen : if it had been, pre
sumably both export licenses  ̂ and coupons 
would have been valid for a definite period only.

Many other forms of evasion were attempted, 
but most of these were quantitatively unimpor
tant. Sufficient has been said, however, to 
show how necessary it is that the designers and 
administrators of a restriction scheme should 
realise that even when the producers as a body 
are in favour of restriction, it is in the immediate 
interests of each individual to evade the scheme, 
and that the utmost precautions are necessary. 
It is a lesson which cartels in manufacturing 
industry have learnt by bitter experience, and 
when Governments take a hand in the admini
stration of restriction schemes, they should 
apply about the same standards as they would 
apply in the matter of heavy taxation, and the 
more law-abiding citizens should realise that 
the stringency of regulations and inspections is 
not only in the common interest, but is also a 
defence of their own interests against their 
morally weaker brethren.

This disquisition on the fallibility of human 
nature leads on to the consideration of an even 
more serious problem, that of bribery and cor

ruption. It is necessary to consider this un- 
pleasant subject, because it is a very iinportant 
factor in the pros and cons of artificial control 
in practice, especiaUy if the government service 
is in any way concerned. It is a subject on 
which exaggeration is as easy as it would be 
mischievous; on the other hand, it would be the 
greatest disservice for a student of restriction 
schemes to play the ostrich game in this matter.

In the case of rubber restriction, it must be 
realised that the subordinate officials of the Civil 
Service of Malaya are mostly Malays, and that 
in the ordinary way “  graft ” of a minor kind is 
general with all Asiatic officials. ActuaUy, in 
the ordinary business of government, the native 
clerks, etc., can do little beyond hastening or 
retarding very slightly the business of a 
particular person, who in most cases probably 
realises this well enough, but they nevertheless 
receive “  palm-grease ” all the time from 
native applicants, because the practice is so 
deep-rooted in the Asiatic mind. For example, 
in the law courts, the clerks receive such palm- 
grease, though the applicants know perfectly 
weU that the British judge wiU not be influenced 
thereby one iota. In other words, it must not be 
supposed that graft was a thing unknown in the 
Malay Civil Service before restriction was intro
duced. But when restriction appeared against 
this background, it brought this vital change, 
that in its administration there really was scope 
for the native officials to do something in return 
for a suitable present. For making a “ clerical 
error ” by writing 20 instead of 10 acres in an 
assessment, a native clerk would receive a 
bribe amounting to perhaps a year of his 
salary. It was physically impossible for the 
District Officers to check everything, and if ffis- 
covered, the clerk had plenty of plausible 
excuses. The temptation was tremendous, 
because the bribes which it was worth 
while to offer were so enormous compared to the 
income of the recipient, and because the risk of 
detection, and still more the risk of actual 
prosecution, were so small. It may be doubted 
whether all London clerks at salaries of £4 or 
£$ a week would consistently resist the tempta
tion of bribes of anything up to ;̂ 5oo for making 
such clerical errors, when the advantage was 
not obviously at the expense of anybody. The 
actual extent of bribes received must, however, 
be distinguished from the extent of the defal
cations which were made in return ; probably 
in many cases native officials accepted bribes, 
but gave little in return. Nearly every District 
Officer during restriction complained that his 
staff were absolutely corrupted, but such com
plaints really imply that he could not trust any 
of his clerks, and not necessarily that he knew
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that one and all of them were actually and 
repeatedly falling under the temptation. There 
is, however, little doubt that corruption was 
fairly widespread and general amongst the 
clerks in the district offices, and when these 
clerks were sent out in 1923 to check the 
assessments of small-holdings, their tempta
tions were increased by the still greater scope 
for deceit and the still smaller risk of detection. 
Undoubtedly there was also an increase in cor
ruption amongst the customs officials, while 
many people thought that there was a con
siderable amount of collusion between smugglers 
and the preventive launches, etc., though direct 
evidence of this is naturally not available.

It cannot, however, be said that corruption 
was confined to native officials. No one in 
Malaya has any doubt about the integrity of 
the regular British officials concerned with 
restriction. But considerable doubt arises in 
connection with the ex-planters and others, ŵ ho 
were recruited as restriction officers to check 
the assessments of small-holdings, etc. From 
being “ down and out," some of these men 
shortly adopted a standard of life far in excess 
of what their salaries would have provided. 
Circumstantial evidence alone is available, but 
there seems little doubt that many of them did 
accept bribes. Whether they did, in fact, give 
anything by way of a return, is another matter ; 
it is said that some of them openly admitted 
that they accepted bribes, but at the same time 
stoutly maintained that they never gave any
thing in return. It is obviously very diffi
cult in a country like Malaya to obtain a 
supply of entirely trustworthy Europeans to 
provide for such a temporary increase in the 
work of Government administration. Restric
tion meant that many estate assistants were 
discharged ; deprived of their normal occupa
tion by restriction, it was perhaps only natural 
that the morally weaker among them should 
make the most of the situation, and try and get 
one back on the cause of their discharge. Even 
the acceptance of bribes from natives was, of 
course, a very serious matter for the prestige of 
the British administration.

Finally, there is the effect of restriction on 
the morals and morale of the native population 
in general, and in particular the owners of 
small-holdings of rubber. Every small-holder 
tried to claim more than he should, and the 
absence of any adequate check on their state
ments during the first year or two provided a 
great temptation both for the small-holders 
themselves and for the headmen of villages. 
Again it must be pointed out that many Euro
pean estates would have done the same, only 
their opportunities were so much restricted.

just as many people in England have few 
scruples about cheating railway companies or 
customs officers, and many more would do so 
if the odds appeared more favourable. The 
real importance of this type of dishonesty on 
the general morals of the community can be 
easily over-rated. It is easy to complain that 
every honest fisherman in Malaya was corrupted 
for life by turning smuggler when that tem
porarily became a profitable profession. The 
same is true of the small-holders, and even of 
the Government service. With the end of 
restriction the potential sphere of corruption 
narrow^ed immediately to its former relatively 
unimportant proportions, and those District 
Officers who feared the worst are now the first 
to admit that the demoralising effects of restric
tion on the native civil service and in the Malay 
villages have passed away with unexpected 
rapidity, leaving no permanent scars. But 
while restriction lasted, the trouble was un
doubtedly widespread and serious, and it seems 
unlikely that it would have cured itself, how
ever long restriction lasted and w^hatever 
remedies were applied. Bribery and corruption 
must be reckoned a definite item on the debit 
side of all restriction schemes, especially those 
involving Government administration, though 
doubtless its precise importance would vary 
considerablv in different countries.

(4) T h e  R e v i s i o n  o f  1926.

A good deal has already been said, in
cidentally to discussions on other subjects, con
cerning the attitude of the British Government 
and the industry during the price boom of 1925. 
The view has been expressed that the British 
Government was right not to sanction addi
tional releases unless it was prepared to abandon 
the mechanical basis of regulation altogether, 
because any interference would have destroyed 
the great advantage of a mechanical basis, 
namely, that all concerned do at least know the 
limits and nature of the control. At the same 
time it was inferred that the British Govern
ment would have done wisely to take the plunge 
and abandon mechanical regulation. It must, 
however, be made clear that for practical pur
poses such action would have virtually necessi
tated the abandonment of restriction altogetlier, 
for it can be regarded as certain that neither the 
Government nor the industry would have been 
prepared for indefinite continuation of an arbi
trary scheme. These conclusions should not, 
however, be pressed to extremes ; doubtless it 
would have been feasible to reintroduce a 
mechanical scheme for a short period, say a 
year or so, if an immediate termination
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of restriction had been deemed undesirable. 
Equally it is not pretended that the additional 
5 per cent, release granted in February 1926 so 
as to bring the percentage exportable to 100, 
really constituted an abandonment^ of the 
mechanical basis of regulation. But if a year 
previously, when it was clear that the price 
was getting out of control, the percentage 
exportable had suddenly been increased frorn 
55 to, say, 80, if not 100,* which was the sort of 
action necessary to remedy the situation, that 
would have seriously, and so to speak per
manently, undermined mechanical regulation. 
No such action was, however, taken, and specu
lation as to the possible policies which might 
have been pursued if it had been taken, must 
give place to a consideration of the situation as
it actually was in the spring of 1926.

Briefly, the central facts were that full pro
duction had been nominally restored just when 
the supplies of rubber coming forward were 
beginning to outstrip the current rate to which 
demand had been reduced by the results of the 
boom, namely heavy manufacturers' stocks, an 
increased use of reclaimed rubber, and a tem
porary decrease in consumers’ requirements as 
the result of Mr. Hoover’s economy campaign. 
Prices had fallen to half their level at the peak 
of the boom,*|* and there was every prospect 
that they would be halved again within the next 
few months if no alteration was made in the 
restriction scheme. If restriction was ter
minated now that 100 per cent, release had 
been achieved, it was fairly clear that for a 
time world supplies would exceed world con
sumption, and therefore critical conditions com
parable to the 1921 situation would ensue. But 
it was also reasonable to suppose that the 
expansion in the motor industry and the 
generally high level of prosperity in the U.S.A., 
which showed no signs whatever of any check, 
would before very long result in a resumed in
crease in rubber consumption. Further, at 
that time there seemed little likelihood that the 
large use of reclaimed rubber, which the high 
prices of 1925 had stimulated, would continue 
if the price of crude rubber dropped to is., 
though admittedly this view would probably 
have proved erroneous. Bearing in mind also 
the depletion of the world’s stocks, a strong case 
could have been made out, even at the time, for 
supposing that conditions of excess supply 
would not have continued for long, and that 
equilibrium might have been achieved in, say,

* I t  m ay be argiiod th a t  owing to  shortage of labour ac tu a l 
p roduction  would n o t have responded fully for a  long tim e  ; th ie 
m ay  bo g ran ted , b u t such a  step  would have effectually crippled 
th e  p lans and  activ ities of th e  speculative elem ent in  th e  m arket.

t  T he average for th e  F eb ruary -A pril q u a rte r 1926 was 
2b . 4d.

eighteen months' time. Looking backward, 
such expectations appear even more reasonable, 
for even in respect of reclaimed rubber, it was 
the continuance of relatively high prices for 
crude rubber which accustomed the American 
manufacturers to the extensive use of reclaimed, 
and thereby taught them its virtues so much 
more quickly than would otherwise have been 
the case. It may therefore be concluded that 
restriction could have been terminated in the 
spring of 1926 without causing producers a 
greater loss than they should have been able to 
bear, especially if account be taken of the 
opportunities of accumulating reserves which 
they had enjoyed during the boom. From the 
rubber manufacturers' point of view, a rapid 
decline of price to is. or under would have been 
extremely awkward in view of the large stocks 
bought during the boom, and of the forward 
contracts which many of them had made. But 
such difficulties could have been much reduced 
by organisation on their part along some such 
lines as did in fact take place, and in any case 
it may be doubted whether the termination of 
restriction in 1926 would have involved them 
in losses more serious than those which they 
actually incurred in 1928. Taking all things 
into account, the American rubber manufac
turers would not have had any really sub
stantial ground for serious complaint.

If, however, the risks of summary termina
tion seemed too great, the obvious alternative 
was to continue restriction with, if anything, 
a reduced pivotal price, say is ., and in general 
such modifications as seemed calculated to bring 
it to as successful an end as might be within two 
or three years. For in 1926 * the information 
available concerning the new plantings of 
Dutch native rubber was at least sufficient to 
point unmistakably to the absolute necessity of 
terminating restriction in British territories 
before these plantings reached maturity. The 
game was up, and the failure of the Colonial 
Office and the R.G.A. to realise this far more 
fully than they appear to have done, is one of 
the several mysteries in the history of rubber 
restriction. This failure will later be con
sidered in more detail,* but while it was un
doubtedly a factor of importance, it was not of 
decisive importance. For even if the necessity 
to terminate restriction at any early date was not 
appreciated, it is now clear that there was no 
possible justification for the raising of the 
pivotal price from is. 2,d. to is. gd. This matter 
is still wrapped in more or less impenetrable 
mystery. It is known that some leaders of the 
industry, both in London and in Malaya, em
phatically condemned the move at the time,

• Seo Section V below.
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while many more were extremely uncertain as 
to its wisdom. It is not known whether the 
London Advisory Committee was formally con
sulted on the matter, and if it was, how the 
voting went. It seems fairly certain that the 
Government of Malaya neither proposed any 
such scheme, nor were consulted by the 
Colonial Office. The only official information 
on the subject is contained in the speech of the 
Secretary for the Colonies during the House of 
Commons debate * on the termination of 
restriction. The relevant passage is as follows : 

" The conclusion we came to then, rightly 
or wrongly, was not to abolish the scheme, but 
to endeavour to make the scheme more elastic. 
We approved of a substitute scheme giving 
wider steps and enabling the control to adjust 
itself more rapidly to the rise and fall of prices. 
A t that stage you could also alter the pivotal
price.

“ From first to last I was in close touch with
Lord Stevenson as chairman of the advisory 
committee, and, as I understood, he was either 
formally meeting or informally keeping in the 
closest and continuous touch with the members. 
I also personally attended more than one meet
ing of fhat committee. I will say this : The 
general view of all those I had to deal with, and 
as reported to me by Lord Stevenson, as well as 
one of the great American consuming interests, 
was that the essential thing was stability, and 
that to declare, when the price for over a year 
had been well above 3s., that is. 3d. was our 
pivotal figure would have no relation to reality 
at all. At that time large forward contracts 
were being made for long periods, and, more 
than that, being refused at over 2S. At that 
time it seemed entirely proper and reasonable, 
if you wished to secure stability, to secure it on 
a figure somewhat nearer than is. 3d. to that 
which the industry thought would be the price 
for years to come.

“ I would say that if there be any blame for 
fixing the figure of is. gd., I will take it myself. 
I will also say it was only after weeks of dis
cussion with Lord Stevenson that I persuaded 
him to come down from the figure which he 
wished and to make the pivotal figure is. gd.“

At first sight and with our present know
ledge this explanation seems either too in
genuous to be the whole truth and nothing but 
the truth, or to reveal what seems to-day a 
simply astounding disregard of the essential 
features of the situation, and of the needs of the 
immediate future so far as the policy of restric
tion was concerned. This tender care for the 
interests of consumers in respect of stocks 
already bought and contracts for future

* April 26, 1928.

delivery, hardly tallies with the earlier or with 
the later conduct of restriction. The reference 
to one of the great American consuming 
interests is correct as it stands, and must not 
be taken as implying reference to the American 
Rubber Association, though it is of course true 
that American manufacturers were not by any 
means displeased with the decision to raise the 
pivotal price, and that others of them may have 
made more private representations. What 
does seem clear is that Lord Stevenson wanted 
a stiU higher price, but that the Colonial Office, 
and most probably some of the members of the 
Advisory Committee, would not follow him that 
far. The real question seems to be how and 
why Lord Stevenson, however much he was 
impressed by the unfortunate position of the 
American manufacturers, could possibly have 
justified to himself the idea of maintaining 
prices at a figure more than double the average 
costs of production; prices which were 
bound to give a most powerful stimulus to 
further new planting in the Dutch East Indies 
and elsewhere, and to the rapidly increasing 
use of reclaimed rubber. If the conditions of 
demand and supply proved to be such as to 
keep the price above is. 3d., restriction would 
be unnecessary and could remain in abeyance ; 
the industry could safely be left to look after 
itself, for any price above that level was 
reasonably, if not extremely, profitable. If a 
price of is, gi. was really deemed desirable in 
the future interests of the industry, and if such 
a price were not maintained naturally, it coxild 
only be so maintained by restriction, and the 
resulting increase in costs of production would 
probably go far to rob such a price of its 
assumed advantage.

Lord Stevenson could not have been pre
pared deliberately to sacrifice the best interests 
of the producing industry for the temporary 
benefit of the manufacturers, and the only 
reasonable conclusions are either that he did so 
for some other objective, or that he held a com
pletely erroneous view as to the future relations 
of supplies and price. Many well-informed 
persons believe the former, and that the reason 
was the desire to strengthen the American 
exchange, which was weak at the time as the 
result of the restoration of the gold standard in 
this country. In their view, Mr. Churchill, then 
Chancellor of the Exchequer, was the villain of 
the piece, and Lord Stevenson merely his 
accomplice. Doubtless the effect on the Ameri
can exchange was considered, as well as the 
effect on the American manufacturers, but 
there is no available evidence that ^ e  former, 
any more than the latter, was the decisive factor. 
We are therefore left with the conclusion that
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Lord Stevenson laboured under an entirely 
erroneous view of the situation, and genuinely 
believed that at least no harm could come to 
the producing industry if the pivotal price was
r3 .iscd

With our present knowledge of subsequerit 
history, this may seem incredible. But it is 
necessary to rid our minds of all such know
ledge and to try and appreciate the outlook 
as it was in the minds of Lord Stevenson and 
many others at the beginning of 1926. It has 
been said above that “ a strong case could have 
been made out, even at the time, for supposing 
that conditions of excess supply would not have 
continued for long, and that ec^uilibrium might 
have been achieved in, say, eighteen months 
time.” This conclusion has been used above 
in support of the contention that restriction 
could have, and should have, been removed 
without causing producers too serious losses. 
But to Lord Stevenson and others at that time, 
it may quite well have seemed a solid argument 
in favour of continuing restriction so as to 
bridge over the eighteen months' interval and 
minimise the losses of manufacturers and the 
difficulties of producers during the period before 
equihbrium was re-established. It must be 
remembered that London was extremely 
ignorant about Dutch native rubber and 
even reclaimed rubber; and very sceptical 
as to the information which it did possess. 
The general opinion was that in view of 
the events of 1925 and the enormous expansion 
in consumption, the available supply of rubber 
would be inadequate in three or four years’ time, 
and in this respect London opinion was fortified 
by the behefs of the American manufacturers. 
Thus it is not really so incredible as it now 
appears that Lord Stevenson may have visua
lised a famine price-level in, say, two or three 
years’ time. With such an idea, it naturally 
seemed absurd to allow prices to be forced down 
to the original pivotal level of is. ^d. (and even 
probably below that, for restriction would neces
sarily taketimetocurtail supplies), if a little later 
they were to shoot up violently. The greatest 
possible stability was desirable in the interests 
of all concerned, and to maintain the original 
pivotal price would be simply to provoke 
extreme instability, whereas to hold prices at a 
level of I S .  gd., or even higher, by a temporary 
return to a restricted production seemed a per
fectly sound and reasonable policy from the 
producers’ point of view, and was, of course, 
eminently satisfactory to the manufacturers.

The raising of the pivotal price was an act 
of folly in the light of after events, but it was 
not wholly inexcusable, except in so far as it 
can be said that at the time London ought to

have paid far more careful attention than it did 
to Dutch native rubber planting and the 
development in the use of reclaimed rubber. 
Nevertheless, the scepticism which was directed 
to these two matters, might weU have been 
extended to the general proposition of any 
attempt to hold up prices artificially at a level 
roughly double the cost of production, however 
well that may have suited the desires of the 
manufacturing consumers at the moment. It 
seems difficult to deny that the boom of 1925 
had engendered that lack of normal caution in 
the minds of all those concerned with the pro
ducing industry, of which history shows so 
many examples in similar circumstances. With 
the raising of the pivotal price, the restriction 
scheme of 1922 may be said to lose all interest 
for the student of the economics of conscious 
control. The other revisions made in 1926 
were undoubtedly a step in the right direction 
towards the improvement of the elasticity of 
the scheme. But the raising of the pivotal 
price really turned the scheme into a mere 
attempt at monopoly, and a more foolish one 
than most of the many which history records. 
As has been said, the game was up already, and 
the only sound policy was to retreat in such a 
manner as was best calculated to retain as far as 
possible such advantages as had been secured. 
Much might still have been saved. Restriction 
had got the industry, and indeed the Government 
of Malaya also, out of a very nasty hole in 1922, 
and while the boom had antagonised consumers 
and stimulated a great deal of new planting in 
other countries, it had also given the British 
industry an opportunity to build up reserves, 
both financial and agricultural, on a substantial 
scale, the lack of which had made the crisis of 
1921-22 so dangerous. Restriction up to 1926 
may be judged to show a favourable net balance 
from the point of view of the British industry, 
though its exact extent must be entirely con
jectural. From 1926 onwards this favourable 
net balance was almost deliberately turned into 
a serious net loss, the extent of which cannot 
yet be determined. If the industry was deliber
ately sacrificed on the altar of the American 
exchange, the issue must be judged on wider 
and national grounds, and the sacrifice may 
have been justifiable. But if all such objectives 
are ruled out, we are left with the melancholy 
but important reflection that Mr. Hoover may 
be right in maintaining that all attempts at 
artificial control inevitably degenerate sooner 
or later into attempts at monopolistic extortion, 
and that the real objections to conscious control 
are not economic, but arise from the weakness 
of human nature under the dominance of self- 
interest, greed, and vanity.
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As has been said above, from 1926 onwards 
the restriction scheme ceases to have the same 
interest as a genuine experiment in conscious 
control. The problem of Dutch native rubber 
receives special consideration in Section V 
below, while the subject of reclaimed rubber is 
most conveniently treated in the next section 
along with other developments on the con
sumer’s side. The Unused Coupon problem, 
which provided such controversy during 1927 
both in Great Britain and Malaya, does not 
require detailed treatment, for as an immediate 
practical problem retrospective legislation was 
a virtual impossibility, while its permanent 
interest lies in the lesson that any future scheme 
should provide for a definitely limited period of 
validity. At the time no one foresaw the pro
portions which this problem might assume, and 
for this oversight there is considerable excuse. 
If the problem had been foreseen, it could easily 
have been solved ; there would have been no 
hidden difficulties or inequities in limiting the 
validity of all forms of export rights to a period 
of, say, one year, or even six months. These 
were the main issues during the closing stages, 
and little more need be said except perhaps to 
stress the platitude that as the British control 
of production fell from approximately 75 per 
cent, to the neighbourhood of 55 per cent., so 
more and more drastic restriction was required 
in order to effect the same reduction in the 
world output, quite apart from the additional 
difficulties created by the accumulation of un
used export rights and coupons. When Great 
Britain controlled 75 per cent., a 20 per cent, 
reduction of the world output could be achieved 
by restriction to the extent of 30 per cent., but 
with only 55 per cent, control,* the necessary 
degree of restriction rises towards 40 per cent., 
as the Colonial Secretary pointed out to the 
House of Commons in the debate on the ter
mination of restriction. “ We were discover
ing that our power to fix the price was growing 
less and less day by day. We were discovering 
it increasingly during 1926 and 1927." The 
point is obvious, but very important.

There seems no need, for the main purpose 
of the present study, to trace the gradual reali
sation by the Government, the industry and the 
general public that restriction was doomed, or 
the resulting growth of a militant opposition. 
Equally little good will be served by disquisi
tions on such issues as whether the successive 
official announcements in the autumn and 
winter of 1927-28 were unfair and misleading.

• The Colonial Secretory gave a  figure of 50 per cent., b u t 
th is is too low.

deliberately or otherwise, whether the Com
mittee of Civil Research was or was not a 
" packed jury,” whether sufficient care was 
taken as to the exact hour of the Prime 
Minister’s announcement of the death sentence 
or how much New York gained by the actual 
conduct of that affair. These and other similar 
issues have little more than temporary interest, 
except in so far as they provide material for 
study and reflection on the general problem of 
the relations of Governments to particular in
dustries, The decision to terminate and the 
method of termination by the giving of six 
months’ notice in advance, do, however, offer 
some problems of more permanent interest, 
which merit attention from the point of view 
of this study.

Something must first be said as to the 
attitude of the various parties immediately 
concerned. The attitude of the Advisory 
Committee and the R.G.A. was that while 
restriction could not, and should not, be con
tinued indefinitely, there was no necessity for 
immediate repeal, and that the proper course 
was to reduce the pivotal price, preferably in 
stages, and to introduce other modifications 
aimed to achieve loo per cent, release in, say, 
two or three years' time, when it might be sup
posed that demand would have expanded to the 
necessary extent. ‘ It was their opinion that 
immediate repeal would leave the work of 
restriction only half done,* or that at least 
much might still be salved from the wreck. 
It must be remembered that London was 
still extremely sceptical about Dutch native 
rubber planting, having taken no steps 
to investigate the matter. The attitude 
of the Colonial Office is a matter of conjecture. 
We know from Mr. Amery that the Colonial 
Office had refused to adopt the still higher 
pivotal price desired by Lord Stevenson in 1926. 
It may be that the price as actually fixed was 
agreed upon only with misgivings, and that 
these misgivings grew rapidly during 1926. For 
it seems a significant point that on the death of 
Lord Stevenson in June 1926, an administrator. 
Sir Matthew Nathan, and not another business 
man, was appointed chairman of the Advisory 
Committee. It is just possible that the Colonial 
Office had already realised that Lord Steven
son’s insistence on a higher pivotal price was a 
mistake so fundamental that the liquidation of 
the scheme in the near future was inevitable. 
But if the Colonial Office had been convinced 
of the urgent necessity of repeal, there was no 
reason whatever why it should not have ter
minated the scheme on its o\\*n initiative.

• Seo Mr. M nefadyen's Presidential Address to the  R.G.Am 
1928.
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Probably the Colonial Office was much more
fearful about the future, especially m respect ot
Dutch native rubber, than the R.G.A , but the 
fact that no such action was taken, and that the 
Cabinet took over the matter, at least suggests 
that the Colonial Office was either on the side 
of the industry or in a most undecided state 01 
mind. There are many well-informed persons 
who are convinced that it was the horeign 
Office which really brought the matter betore 
the Cabinet as the result of diplomatic pressure 
from the U.S.A. Such a suggestion was made 
by the Leader of the Opposition in the House 
of Commons’ debate, but it was categorically 
denied by the Secretary for the Colonies ; i  lie 
prompting in this matter came from the Colonial 
Office and from nowhere else.’ The Lnder- 
Secretary for the Colonies on April 12, in Singa
pore, emphatically denied that America was 
either thought of or discussed when the Cabinet
considered the question of an inquiry. 
opinions and such evidence as can be collected 
in the U.S.A., there is no evidence that the 
earlier diplomatic representations were con
tinued into 1928, or that any serious pressure 
was ever applied. Mr. Hoover has often 
bemoaned the limitations of the diplomatic 
weapon in connection with foreign controls 
of raw materials, and never held out to the 
rubber manufacturers much hope of relief by 
that means. While the historian cannot, un
fortunately, place too much reliance on the 
statements of Ministers, due weight must be 
paid to this absence of any evidence from the 
other side of the Atlantic. On the whole, it 
seems doubtful whether the Foreign Office had 
much to do with the matter. The point is of 
interest not so much with special reference to 
the case of rubber, but with general reference 
to the possible intrusion in a governmentally 
controlled restriction scheme of political con
siderations remote from the industry concerned.

It may be noted in passing that there are 
other persons who believe that the Treasury 
archives will eventually reveal much informa
tion on this matter. They consider that the 
whole business of restriction must be viewed 
against the background of the American 
exchange; that owing to the weakness of 
sterling the Treasury turned the scales in favour 
of restriction in 1922, instigated the raising of 
the pivotal price in 1926 in order to support 
the gold standard, and now in 1928, when 
sterling could look after itself, allowed the 
termination of what had never been favoured 
by the Colonial Office. It is possible that 
the Treasury had something to do with the 
raising of the pivotal price, but there is really

very little support of even the most conjectural 
kind for the idea that the Treasury had much 
to do with the imposition of restriction or with 
its removal. It is true that the Secretary for 
the Colonies cited, as one of the reasons for 
terminating restriction, the argument that,
“ The Treasury is undoubtedly concerned with 
the fact that this great export industry in 
British hands, of which the product is largely 
consumed in the United States, plays a most 
important part in our balanceof trade, and in the 
maintenance of the gold standard . . * but
his point was not that the balance of trade 
could dispense with restriction, but that the 
continuation of restriction was becoming more 
and more detrimental to the satisfactory main
tenance of the balance of trade. It is, in fact, 
more in accord with the general position to sup
pose that the Treasury may have been active in 
instigating termination for such reasons, rather 
than that it withdrew a previous support.

On the whole it seems most satisfactory, with 
our present limited knowledge,! to suppose that 
the Colonial Secretary had become very worried 
about the whole position and prospects, but 
that even if he had not absolutely decided on 
termination, yet in view of the much less fearful 
attitude of the industry and its general opposi
tion to the idea of repeal, he decided to consult 
his colleagues, as he alleges that he did, rather 
than take action on his own initiative. In his 
apologia to the House of Commons, he cited five 
main reasons for taking this step : first, the in
crease in production by the N.E.I. and other 
producing countries outside the schem e; 
secondly, that restriction was proving detri
mental to productive, and therefore to com
petitive, efficiency; thirdly, that it was proving 
detrimental to the future prospects of our 
balance of trade ; fourthly, the very great diffi
culty of dealing with smuggling and the cor
ruption of native staffs; and fifthly, the growing 
opposition to restriction in Ceylon. “ All these 
considerations weighed in our minds, but we 
finally, as from the Colonial Office, approached 
the Cabinet towards the close of the year and 
asked the Cabinet for an independent impartial 
inquiry,” and he goes on to justify the appoint
ment of an independent impartial inquiry in 
words which strongly suggest that he knew the 
Advisory Committee would not favour termina
tion. The matter thus brought before the 
Cabinet, he probably found strong support for

• The H ouse of Commons’ D ebate  was on A pril 26.

• H ouse of Com mons’ D ebate , A pril 26. 
t  Suppo.sodly w ell-inform ed gossip n t  th o  tim e considered 

th a t  Mr. B aldw in him self w as th o  p rim e m over, b o th  in th e  
decision to  te rm in a te  an d  in  tho  choice of m ethod . Mr. A m ory 
w as said  to  have  been in sy m p a th y  w ith  th o  in d u s try ’s p r o p o l is ,  
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his own feelings, especially perhaps from the 
Foreign Office and the Treasury. Restriction 
had proved a thorough nuisance from the point 
of view of our political relations with the U.S.A., 
while it must inevitably have been a thorn in 
the side of the British delegates to the Geneva 
Conference of 1927. From the Treasury's 
point of view, the scheme had outlived any use
ful purpose which it had ever served. In 
general, the Cabinet either clinched Mr. Amery’s 
mind or gave him the necessary assurance of 
support against the probable attacks from the 
industry. In short, the British Government 
decided to terminate restriction as soon as 
might be because they had reached the con
clusion that the present and prospective advan
tages of restriction were now being far out
weighed by its inherent difficulties and draw
backs ; its administration was, and always had 
been, a thorough nuisance from the point of 
view of the Government, and now British 
interests were getting nothing out of it. In all 
this, there is little directly at variance with Mr. 
Amery's account, except that it seems hard to 
believe that the Cabinet ŵ as not in fact the jury, 
and the Hambling Committee a judge whose 
only duty was to pronounce an inevitable 
sentence.

We therefore reach an interesting question, 
whether the Colonial Office knew what was in 
the true interests of the industry better than 
the industry itself; or in other words, was a 
more or less summary termination of restriction 
the right policy ? Looking backwards, we can 
now see that at the end of 1928, production and 
consumption would have been very nearly in 
equilibrium, even if there had been no restric
tion. Without much doubt the 100 per cent, 
release would have been reached under a 
modified restriction scheme such as the R.G.A. 
desired (with a pivotal price of, say, is.) by the 
end of 1928, and then in accordance with their 
proposals the scheme would have been ter
minated. Undoubtedly this would have saved 
serious losses ; as the present writer said in 
August 1929 : “  It would seem, in the light of 
after events, that the time and manner of the 
removal actually chosen had the effect of 
sacrificing the fruits of restriction just when 
they were about to be secured." But it must 
be remembered that in the spring of 1928 no one 
foresaw the enormous increase in the U.S. con
sumption during the second half of 1928 ; nor 
is it reasonable to suppose that it should have 
been foreseen. Even in July 1928 the expert 
statisticians of the American rubber manu
facturers were forecasting the U.S. absorption 
in 1928 at 390,000 tons, whereas it eventually 
totalled 440,000 tons. Moreover, it may be

remarked that the inevitable inelasticity of a 
quarterly sliding scale, however carefully 
modified, might possibly have led to another 
squeeze of prices which would have created a 
very difficult situation. Equally no one fore
saw the great increase in normal yields which 
had come about in Malaya, but which was put 
down for many months to " flush ” production. 
If restriction had been removed when 100 per 
cent, was reached at, say, the beginning of 1920 
production would have quickly made up any 
shortage of convenient stocks, and then shot 
ahead of demand as it actually did. By the 
autumn of 1929 producers would have been 
little better off than they actually were. 
Nevertheless, if the increase in consumption 
had been foreseen, restriction should un
doubtedly have been continued in a modified 
form as the R.G.A. desired.

Assuming, however, that this increase in 
consumption was not foreseen, as was the case, 
there can be little doubt that speedy termina
tion was the right policy. In order to cover 
the increased costs of a restricted output, the 
pivotal price could hardly have been less than 
I S . ,  and probably if the rubber industry had 
had its way, it would not have been less than 
I S .  ^d. and possibly is. 6d. Even at is. this 
would have been playing with the fire of the 
Dutch native rubber potential production. 
Summarising the conclusions which wiU be 
reached in Section V, it may be said that at 
this price a sufficient supply of labour would 
have been attracted to obtain the potential 
output from at least a large proportion of the 
new plantings ; in 1923-24 planting had been 
resumed on an extensive scale, and these trees 
would have reached tappable age, on native 
standards, from 1929 onwards. The policy of 
attempting to reach 100 per cent, exportable 
would have almost inevitably become a policy 
of tightening restriction more and more in order 
to maintain the price at is. Eventually the 
British industry would have been very badly 
burned. There is here no assumption of a 
stationary demand ; the argument is based on 
the expectation of a continuance of the past 
upward trend. But when all allowances are 
made, it can hardly be doubted that the in
dustry's scheme was of the nature of a desperate 
gamble, and that with the outlook as it appeared 
in the spring of 1928, the Colonial Office and/or 
the Cabinet were thoroughly justified in 
refusing to play.

This conclusion has a general as well as a 
special interest with reference to the often- 
made assumption that the leaders of an in
dustry must know its interests better than a 
Government Department, and the corollary
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that if the Government of a country must take 
a hand in a scheme of artificial control, that 
hand should be limited to implementing the 
wishes of the industry in so far as that can be 
done without damage to the interests of the 
State. While the British Government may 
have felt that its own interests, and especially 
those of the Government of Malaya, would be 
prejudiced by the continuation of restriction, 
this was mainly because it felt that the  ̂con
tinuation of restriction would be prejudicial to 
the interests of the industry ; the interests of 
both are so largely intertwined. If it be asked 
why the industry favoured continuation, the 
answer must be that all business men instinc
tively think in terms of the short period, and it 
is only the comparatively few who can rise 
above instincts which have been bred in 
them perhaps by their early training. This 
is specially true of rubber production, because 
w'hUe the producer must try and think seven 
years ahead, the very length of that necessary 
period of gestation means that all his thoughts 
and plans rest on the most insecure premises, 
and by experience he knows that the un
expected enters at every turn. On the issue 
of restriction, all the main interests in the trade 
had their special reasons for preferring exten
sion to termination ; at a price of is . or 
even of is. 3̂ f., producers would fare better, or 
as well, even if that involved restriction to 6o 
per cent., than they would on fuU production 
and a price of, say, (̂ d. Manufacturers were 
naturally in favour of a stationary or even a 
gradually declining price as compared with a 
sudden drop, on account of their stocks and 
forward purchases. Brokers, a by no means 
uninfluential section in London, naturally pre
ferred restriction and a relatively high price, 
because their remuneration is on a percentage 
of the sales price, and they could hardly expect 
to handle double as much rubber if the price 
were halved. Thus all the main interests in the 
industry had reasons of their own for desiring a 
continuation of restriction, and if in their 
quieter moments they reflected upon the long- 
run possibilities, there could be no certainty 
that even the most obvious and probable results 
would be actually realised. There are times 
when outsiders, and even Government officials, 
can see more clearly than the experts, and there 
is no fundamental reason why a Government 
should not operate a scheme of economic con

trol at least as well if not better than the 
industry concerned.

This general approval of the British Govern
ment’s policy of the speedy termination of 
rubber restriction must, however, be qualified. 
For the decision to give six months’ notice 
there is little to be said. The only substantial 
argument in favour of this course was that im
mediate repeal would result in a terrific scramble 
for labour among themselves by the plantations 
in Malaya. It cannot be conceded that six 
months’ notice wholly avoided this difficulty—  
a very considerable scramble ensued as it was 
— and it is certainly open to serious objections 
in respect of the effect on stocks and prices, for 
if there had not been such an increase in con
sumption during the latter half of 1928, the 
position would certainly have been much more 
awkward and difficult than it actually was. 
Mr. Am ery’s defence was that he was besieged 
by persons inside and outside the House im
ploring him to give an undertaking that the 
scheme would continue at least until the end of 
the current restriction year. In the main, these 
appeals must have come from manufacturers 
and merchants, who, fearful as to their stocks 
and forward purchases, yet hoped that a post
ponement would hold up prices to some extent, 
and enable them to beat a more orderly retreat. 
Such hopes were ill-founded, for the market 
promptly based the price on the probable 
position on November i .  Nothing could have 
saved the inevitable losses on stocks and for
ward contracts, and the interests of producers 
were not really benefited by the notice. It 
would have been far better to sweep aw ây 
restriction immediately as, indeed, many people 
thought at the time, and more have realised 
since. In this respect the British Government 
may be said to have lacked the courage of its 
convictions, and the experience of rubber 
restriction suggests a general primd facie case 
that if a scheme of conscious control is failing, 
its demise should be achieved in the swiftest 
and most unexpected manner possible. In 
that way much loss may be avoided to pro
ducers,* while manufacturers will not be able 
to complain that their fellow competitors 
had the luck to steal a march on them by 
securing inside information or by any other 
means.

* The h is to ry  of sugar restric tion  in  C uba po in ts  to  th e  sam e 
conclusion.
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RESTRICTION FROM THE CONSUMER’S POINT OF VIEW.

(

For practical purposes, the point of view of 
the consumer of rubber means the point of view 
of the American rubber manufacturers and of 
the government and citizens of the United 
States, since the U.S.A. consumed 65-70 per 
cent, of the world’s total absorption during the 
restriction period ; moreover, in no other 
country was the rubber manufacturing industry 
of sufficient importance to impress its views on 
the Government or the public, and partly for 
this reason the final consumer was nowhere else 
stirred to action in his own defence. The 
United Kingdom is the second most important 
consuming country, but while the India-Rubber 
Manufacturers’ Association vigorously pro
tested at the imposition of restriction, the 
interests of the producer naturally outweighed 
the interests of the consumer, while the appoint
ment of a representative of the manufacturers 
on the Colonial Office Advisory Committee went 
far to pacify their instinctive opposition. In 
this section an effort is made to trace the 
reactions which restriction evoked on the other 
side of the Atlantic, but no general survey of 
the reactions in other countries is attempted.

As late as September 1922 the general 
opinion of the U.S. manufacturers was that 
restriction would not be imposed, and that if 
it was, it would not effectively raise the price, 
since, with a current rate of consumption esti
mated at not more than 200,000 tons * per 
annum, and in view of the heavy stocks already 
in existence, ample supplies seemed available 
for a long time. It must also be emphasised 
that the vast majority— it might almost be said 
all with the exception of the U.S. Rubber Com
pany, which was already a big producer— were 
ignorant of even the outstanding features of the 
crude rubber situation, and, in general, quite 
unfamiliar with the economic characteristics, 
organisation, and problems of the rubber pro
ducing industry. The announcement that 
restriction would begin on November i  came as 
a surprise. On October 26 the directors of the 
Rubber Association of America met to consider 
the position. They decided to try private 
commercial negotiations before making any 
approach to the Government, and appointed a 
special committee for the purpose. This com
mittee took the line that neither the U.S. manu
facturers nor the U.S. Government could do

* In  Decem ber 1922, th e  R ubber Association conducted a  
hurried  census of production p reparato ry  to  the  v isit of tho 
R.G .A . delegation (seo below), and  w as astounded to  find th a t  
th is showed a  probable consum ption during  1922 of no less th an  
275,000 tons—a figure w hich was la te r shown to  bo still 10,000 
tons too low. The R.G.A. delegation is said to  have been even 
m ore astounded.

much by way of interference in view of American 
tolerance of the Brazilian coffee valorisation 
scheme, the sisal control, pools in the American 
copper industry, etc. ; and that the only 
feature of the scheme to which objection could 
reasonably be raised, was its lack of sufficient 
elasticity. Mr. Firestone, however, thought 
otherwise * ; in his view, the restriction scheme 
was a deliberate attempt at monopolistic extor
tion, which should be attacked and opposed in 
every possible way. But he failed to carry the 
committee with him, and therefore resigned 
from the Rubber Association so as to be free to 
pursue such a policy himself. The committee 
then decided to invite the Rubber Growers' 
Association to send a delegation to discuss plans 
for the protection of the mutual interests of 
consumers and producers. The R.G.A. at first 
refused, but after further correspondence ac
cepted, and sent over three persons. Sir Stanley 
Bois, Mr. E. MiUer, and Mr. P. J. Burgess. 
Between January 17 and February 10 this 
delegation was toured round innumerable 
factories,t and met informally a large number 
of the leaders of the American industry ; various 
consultations were held between this delegation 
and the special committee of the Rubber Associ
ation of America. When the R.G.A. delegates 
had made it clear that any repeal of restriction 
was out of the question, the Americans concen
trated on the need for greater flexibility, so as 
to ensure against any sudden rise of price above 
the pivotal level due to unexpected changes in 
demand, or against a temporary squeeze of 
prices by speculative manipulation, which they 
felt the scheme might easily facilitate. The 
British delegates returned with a definite 
request from the Americans that the R.G.A. 
should get the British Government to declare 
its willingness to allow emergency releases if 
the scheme proved insufficiently elastic. The 
R.G.A. replied with a refusal to recommend any 
greater elasticity in the scheme on the ground 
that “ it would be undesirable to attempt to 
meet a hypothetical position which may not 
arise.” But the American manufacturers later 
maintained that they had received at this time 
verbal promises from Lord Stevenson and Mr. 
]\liller that action would be taken in the event

♦ Gossip a ttr ib u te d  his a ttitu d e  to  the  supposition th a t  he 
was “  caught sh o rt ”  of rubber, b u t in  view of his subsequent 
activities, th is is hard ly  an  adequate explanation, even if true.

f  F o r th e  objective which the  Americans had in m ind in 
arranging these visits, see the  evidence of Mr. U . 0 . Rutherford, 
Vice-President of tho  Goodrich Company, to  the  Committee on 
In te rs ta te  and Foreign Commerce, “ Wo invited a  Committee 
(of the  R.G.A.) to  come to  America to  discuss the  situation. 
Prim arily  we w anted to  have tho British see th a t  th is new in 
d u stry  was going to  expand. . . . ”
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of prices getting out of hand ; this matter uill
be considered in detail below.

The report * of the British delegates to the
Council of the R.G.A. on the general attitude of 
the American manufacturers was summarised 
under the following heads :

1. There is general appreciation of the need 
for the legislative measures taken.

2. There is keen desire to see stability of
price. .

3. Ko objection is taken to the pivotal price
as a general level.

4. The fear is definitely expressed that the 
scheme is insufficiently elastic.

5. It is admitted that if their (American) 
forecasts of U.S. requirements are too 
optimistic, the results will fall on pro
ducers more heavily than on themselves 
as manufacturers ; also that with pre
sent prices more reclaimed rubber will 
be used, and that their crude rubber 
requirements will be proportionately 
reduced.

The general tone of the report is that the 
U.S. manufacturers were by no means actively 
hostile, but on the contrary more or less com
placent. With the exception of Mr. Firestone 
and his immediate supporters, this was a 
correct appraisal of the situation, as may 
be seen, for example, by the evidence which 
several leading manufacturers later offered at 
the inquiry by the Committee on Interstate and 
Foreign Commerce into the control of produc
tion and exportation of certain essential raw 
materials. The following quotation from the 
evidence of Mr. F. A. Sieberling undoubtedly 
crystalises the general attitude of his fellow- 
manufacturers at this time ; ** We bought
rubber in Akron in 1921 and 1922 as low as 
12 cents a lb., which was less by one-half than 
the cost of production, and practically that 
condition continued for two years. That was a 
temporary situation, and we manufacturers 
realised that it was only a question of time until 
business would become normal, and would be 
restored, and even expanding, and that this 
slack or stock of accumulated rubber would be 
absorbed, and we would finally get to the point 
where we would need probably more rubber 
than the world was growing. So when this 
question of the troubles of the rubber grower 
came up, we were sympathetic with the idea of 
doing something to give them a fair price. I 
will not say that we were so altruistic that we 
wanted them to make some money off us, but 
from the position of self-preservation, looking 
to the future, we said, ‘ We must ensure new

* See B ulletin  of th e  R .G .A ., F eb ru ary  1923.

planting.’ So when the Stevenson scheme was 
introduced, the general idea of getting the 
rubber growers upon a more substantial basis 
was one that appealed to us." He then goes on 
to deal with their objection, the lack of flexi
bility in the scheme, which, it must be repeated, 
was the one real objection which he and his 
fellow-manufacturers had to the scheme. Apart 
from that, the American manufacturers, other 
than Mr. Firestone, were con ten t; hence the 
great importance attaching to the alleged as
surances given them in this respect.

For nearly two years— that is, until the be
ginning of the price boom in 1925— the American 
manufacturers as a whole concentrated on their 
own manufacturing problems, and devoted little 
attention to restriction or the problems of their 
crude rubber supply. It must be remembered 
that there were at this time between 450 and 
500 manufacturers of rubber, but about fifty 
of these accounted for 90 per cent, of the total 
consumption, and of these the " Big Five 
(Fisk, Goodrich, U.S. Rubber Co., Goodyear 
and Firestone) probably accounted for nearly 
one-half of the total consumption. These large 
firms, and perhaps a dozen or so medium sized 
concerns, may be said to have understood the 
British restriction scheme more or less clearly, 
but there is little doubt that the remainder of 
the industry had the very vaguest ideas about 
it. Competition was acute, not only between 
the big firms individually and the small firms 
individually, but between the big firms as a 
group and the small firms as a group. This 
latter form of competition arises mainly because 
the former buy forward their requirements 
three to six months ahead, whereas the latter 
buy only one or two months ahead. Conse
quently when rubber prices are rising, the small 
firms feel the pinch, and the big firms try and 
push them out of business by refusing to raise the 
price of their products until they in their turn 
have to replenish their crude rubber supplies ; 
conversely when prices are falling, the small 
firms score. Though there was comparative 
stability of crude rubber prices during the first 
two years of restriction, the fluctuations were 
quite sufficient to emphasise this divergence of 
interests as regards selling policy, for a varia
tion of I  cent a pound often meant the difference 
between profit and loss in the prevailing state 
of acute competition. At this time there was 
little spirit of organised co-operation amongst 
the American manufacturers ; each appears to 
have been absorbed in the problems of com
petitive manufacture, and to have assumed that 
ample supplies of crude rubber would be avail
able. Restriction was not raising prices to an 
exorbitant level; indeed, the continuous decline
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from October 1923 to midsummer 1924 seemed 
to them to suggest that restriction was not to 
be taken very seriously, and with prices falling, 
and apparently ample supplies regularly avail
able, it, therefore, also seemed to them only 
commonsense and prudence to reduce their 
stocks to a bare minimum.

After the visit of the R.G.A. delegates, the 
scene in fact shifts from Akron and New York 
to Washington. The same day that the R.G.A. 
accepted the invitation of the Rubber Associa
tion to send over a delegation, Mr. Firestone 
“ decided to make an independent investi
gation of the restriction scheme, and sent Mr. 
W. D. Hines to England and Europe to study 
and report." * Following the return of Mr. 
Hines, he interviewed President Harding, the 
Department of Commerce and Senator McCor
mick, " presenting facts and figures to show the 
effect the restriction would have on America." 
On January 9 Senator McCormick addressed the 
Senate on the subject, and he later wrote a letter 
to Mr. Hoover, then Secretary of Commerce, on 
the general subject of rubber production as 
linked with the promotion of Latin-American 
trade. Mr. Hoover replied that in his view, 
both on account of the existing restrictions and 
the probability that a rubber shortage would 
be encountered within a few years, wdth or 
without restriction, an exhaustive crude rubber 
survey was desirable, and should be authorised 
by Congress. On March 4 Congress authorised 
the Department of Commerce to make an in
vestigation of foreign control of raw materials 
essential to American industry, including 
rubber, and voted a sum of $500,000 for the 
purpose, of which however one-fifth was in the 
President’s discretion, and he allotted it to the 
Department of Agriculture for scientific experi
ments. The Department of Commerce there
upon established a special crude rubber section, 
which, with the assistance of an advisory com
mittee appointed by the Rubber Association at 
the Department’s invitation, began a survey of 
the world’s actual and potential resources of 
crude rubber, and parties were sent out to the 
Middle East, Para, the Caribbean Islands, etc., 
and the Philippines during the summer of 
1923-

Meantime brief reference must be made to 
the further activities of Mr. Firestone. On 
February 27,1923, he had organised a conference 
of rubber manufacturers, automobile manufac
turers and automobile accessory manufacturers, 
at Washington; in all 200 representatives 
attended, and also Mr. P. H. Lockhart, of the 
India Rubber Manufacturers Association of

• See his evidence to  the  Com m ittee on In te rs ta te  and 
Foreign Commerce.

Great Britain, who was then making an un
official visit to the U.S. Mr. Firestone's own 
account * of the results is as follows : "  The 
conference passed resolutions extending sup
port to the appropriation measure for investi
gation of rubber resources of supply then pend
ing in Congress, and to co-operate with the 
British manufacturers in opposing the legis
lation, and to protest against it in any way that 
seemed desirable." He then continues : " I  
was unsuccessful in obtaining the desired co
operation of other American manufacturers. I 
presume the reason for this was that they did 
not appreciate the conditions created by the 
Rubber Restriction Act, and had confidence in 
the assurances which were given them by the 
Rubber Growers' committee." Mr. Firestone 
was, however, undeterred ; he proceeded im
mediately to the establishment of a head
quarters in Washington for the gathering of 
data, statistics, and information from all rubber 
growing countries, and in May he " decided to 
conduct an independent investigation of new 
sources of supply, as I realised that the Govern
ment investigation would require considerable 
time, and could only report upon conditions 
without making recommendations as to what 
action should be taken by American manu
facturers interested." He first turned his 
attention to the Philippines, but turned dowm 
that country on account of the existing land 
laws,f and the instability of the political situa
tion. He then sent experts to Mexico, but 
found the political situation still less stable ; 
his experts being " hustled out by the outbreak 
of a revolution." Panama was also turned 
down owing to shortage of labour. In December 
1923 he tried Liberia, and was so well pleased 
with a preliminary report, that in April 1924 
he sent a larger party which took over an old 
abandoned plantation |  of 2,000 acres, and did 
some preliminary wwk in clearing the jungle 
" in order to determine the character of the 
labour and the actual cost of planting." Early 
in 1926 he was able to tell the Committee on 
Interstate and Foreign Commerce that he had 
ten experienced planters with their assistants 
in Liberia, and was shortly doubling that 
number, that during 1926 he hoped to clear 
20,000 acres, and that his eventual scheme was 
to develop one million acres. § In September 
1925 he leased 35,000 acres in ! Îexico with 350

* See his evidenco to  the  Com m ittee on In te rsta te  and 
Foreign Commerce.

t  The chief diificulty was the lim itation to  2,500 acres in any 
one ownership.

J This w as th e  property  of a  Britisli concern, which after 
paying no dividends from  1906 to 1921 wont into liquidation 
m  1921, the  lease of the  p roperty  reverting to the Liberian 
Gov’ernm ent.

§ A t th e  present tim e the  area planted  is obout 60,000 acres.
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acres already in Hevea and several thousand 
more in CastiUoa. But he told the Committee 
that owing to labour shortage and unsettled 
political conditions, he feared he might not be 
able to make much of a development m Mexico. 
WTiatever may be said of the wisdom ot Mn 
Firestone’s efforts, the lonely courage with 
which he foUowed up his convictions cannot
fail to meet with applause. _

Returning to the course of events in Wasn-
ington, it may be noted that Mr. Hoover, as 
Secretary of Commerce, was not content to let 
things rest after the establishment of the crude 
rubber survey. Throughciut the 
1923, a large number of articles, inspired by the 
D ep ^ m en t of Commerce or in general under 
its segis, appeared in the Press. These articles 
are careful to stress the point that the r ^ l 
reason for the Crude Rubber Survey was the 
anticipation of a rubber shortage by 1928-30, 
and that it was not merely a reply to the British 
restriction scheme, which, however, was con
sidered a very serious aggravation of the trouble, 
because, while it continued, there would be no 
new planting in Malaya and Ceylon. In March 
1924 Mr. Hoover was roused to more definite 
activity. He addressed a public letter to Senator 
Capper on combinations of raw material 
producers, outlining the need for legislative rehef 
through the legalisation of co-operative purchas
ing of imported raw materials where there is 
positive combination in control, just as exporters 
and manufacturers are permitted by the Webb- 
Pomerene Act to undertake j oint selling agenci^ 
abroad under certain restrictions. This was in 
a sense a revival of an idea already mooted by 
the Rubber Association, for almost exactly a 
year previously it is known that representatives 
of the Association consulted with the Solicitor 
to the Department of Commerce on the subject, 
though there was no practical outcome at the 
time. Even now, in March 1924, Mr. Hoover’s 
action was premature ; a bill for the necessary 
extension and amendment of the Webb- 
Pomerene Act was introduced into the Senate, 
but it was not supported by the manufacturing 
interests with any solidity or vigour, and even
tually passed into oblivion. The only practical 
outcome was to provoke the R.G.A. to cir
cularise its members on the question of the 
establishment of a single selling combine, in 
view of the advantage which a limited number 
of buyers at present had over a multitude of

• T he estim ates in  these articles a re  som ew hat am using  in 
th e  lig h t of th e  p resen t day  : world consxunption in  1928 is 
estim ated  a t  505,000 to n s an d  production  a t  426,000 to n s ; th e  
figures ac tually  proved to  be respectively 680,000 tons, and  
650,000 to n s w ith  some B ritish  R estriction . B u t th e  idea of a  
shortage in  the  m ore d is ta n t fu tu re  w as n o t confined to  A m erican 
opinion, and  by  1925-26 m any B ritish  producers were convinced : 
see p . 41.

sellers, and of Mr Hoover’s letter. This idea 
had often been mooted before in periods of low 
prices, but this time it was probably explored 
more thoroughly than usual, though no report 
was made to the council, and as a tu quoque it 
certainly had no effect on the fate of the Capper 
Bill. As has been said already, the American 
manufacturers were not much interested in 
restriction during these two years. Mr. Hoover’s 
warnings and activities were regarded either as 
the well-meant but misguided efforts of a 
theorist, or as due to the desire of a politician to 
exploit the anti-monopoly complex of the 
American electorate, thereby achieving wide
spread publicity and personal “  boost.”

In May 1924 the preliminary reports of the 
Crude Rubber Survey were presented to the 
Association, but in view of their not very 
optimistic nature, and of the fact that the price 
of rubber was barely is. and was still dropping 
daily, it is not surprising that these reports met 
with a somewhat lukewarm reception. Even 
Mr. Hoover appears to have been wondering 
during the next few months whether he had 
not been making a molehill into a mountain, for 
the activities of the Department of Commerce 
in connection with rubber appear to have 
slackened greatly. B ut the turning point was 
in fact at hand. In the August-October 
quarter 1924 the British official average price 
reached is. 2'^d., and in the November—January 
quarter all but is. ^d. In the February-April 
quarter 1925 the rise continued though at a 
lesser rate, but with May the boom was fairly 
started, and by June the American manufac
turers were thoroughly alarmed.

The scene now shifts back to the commercial 
world, and the Rubber Association of America 
again takes the centre of the stage. Between 
June 4 and June 8, 1925, the following cables 
were exchanged between the Rubber Associa
tion and Mr. Eric Miller, who had been one of 
the R.G.A. delegates visiting the U.S. in 1923, 
had just retired from the chairmanship of the 
R.G.A., and was a member of the Colonial 
Office Advisory Committee. These cables were 
produced to the Committee on Foreign and 
Domestic Commerce, and were pubUshed in its 
report, but it seems advisable to repeat them 
here in fuU. On June 4 the Rubber Association 
cabled to Mr. Miller asking him
“  to convey to the authorities in charge of restriction 
our earnest request that they use discretionary power 
which we have been assured is vested in the admini
strators of the restriction act to relieve dangerous 
emergency at present time, which has also created a 
lack of confidence extremely harmful to the future, 
and we suggest increase immediate release crude 
rubber regardless quarterly periods until market 
stabilised. We refer to assurances Lord Stevenson to
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Work * and Hotchkiss * that action would be taken 
by authorities in case of emergency, ft

Mr. Miller replied :
“ Still think releases provided under the scheme will 
furnish adequate supplies of rubber, but if you have 
any specific evidence showing that ten per cent, 
releases in August and November will be insufficient, 
please cable in detail."

The manager of the Rubber Association then 
cabled :

" Referring to last exchange cables U.S. consump
tion first four months 1925 approximately 134,000 
tons. Careful and conservative estimate balance of 
year average 30,000 tons per month. Our firm belief 
10 per cent, release August and November will not 
meet this need particularly if world consumption 
taken into consideration. Failure of restriction 
authorities to release rubber more frequently and in 
greater quantities than provided by a quarterly period 
to meet present emergency strengthens rapidly grow
ing belief that administrators of restriction have not 
kept faith with American manufacturers. We again 
refer to assurances by Lord Stevenson and yourself 
to members of our Association that you could and 
would control additional releases of rubber in case of 
a shortage or price crisis which now exists. We now 
call on you to make good these assurances in order 
that we may advise our directors at a meeting which 
will be called immediately upon receipt of your cable 
reply. ’ ’

Mr. Miller’s reply was as follows :

" From tone of your cable it would appear that your 
members do not realise their own share of responsi
bility for present situation which would never have 
arisen if they had sho v̂n reasonable foresight and 
pursued sound buying pohey during past 12 months 
mstead of hand to mouth. Working on your figures 
assuming usual seasonal slowing down July-August 
and 10 per cent, release August and November, I 
calculate lowest crude stocks will be passed this 
month. Am struck by absence of American orders
for 1926 even at enormous discount. \Miat is the 
explanation ? "

So far as I have been able to discover there 
is no further documentary evidence as to the 
British side of this affair. The cable corre
spondence ceased with Mr. Miller’s reply as 
above, and neither he nor Lord Stevenson ever 
directly referred to the matter in public. Some 
relevance may perhaps be attributed to a ques
tion in the House of Commons on March 19, 
1923, in answer to which the Under Secretary 
for the Colonies stated that " no modification 
of the scheme (the Stevenson Scheme) is under 
contemplation." But against this has to be set 
a short passage in a speech made by Lord 
Stevenson about one month later, at.the annual 
dinner of the R.G.A. in 1923. " Certain critics

* G, M ork, P resident of th e  Goodrich C om pany ;
ftir. H. b. H otchkiss, Vico-President of th e  U.S. R ubber Com
pany. rh e  la tte r  was chairm an and  ]\Ir. W ork a  m em ber of 
the  R ubber A ssociation's special conuuittee which conforrod 
With tho  R .G .A ., delegation in 1923.

of our scheme both in America and at home 
have contended that as it is laid out, it is not 
sufficiently elastic to deal with a situation that 
may arise if our calculations as to the amount 
of rubber required are wrong. I just want to 
say that it won’t be necessary to repeal the 
legislation in order to deal with that situation, 
should it occur." This seems to undermine the 
practical value of the official denial by suggest- 
ing that the Colonial Office was prepared to 
alter the exportable percentage if the scheme, 
as laid out, proved insufficiently elastic. Since 
it cannot be supposed that the American story 
is simply an ingenious invention, it may be 
concluded that assurances of some sort were 
given, among them that " discretionary 
power was " vested in the administrators of 
the restriction act, and would be used if neces
sary. Equally it cannot be supposed that 
Lord Stevenson or Mr. Miller so deliberately 
broke faith with the Americans as they allege. 
The only alternative, and the only reasonable 
conclusion, is that there was some misunder
standing between the two parties as to the 
exact circumstances in which the discretionary 
power would be used. On this assumption, 
also, the  ̂absence of any explanation by the 
British side becomes intelligible, for whatever 
Lord Stevenson or Mr. Miller might have said 
in their own defence would have failed to carry- 
conviction in the minds of the Americans, as is 
unfortunately always the case with verbal mis
understandings when the interests of one party 
have been adversely affected and their ideas 
corresponding^ fixed. Nevertheless, from the 
historian’s point of view, it is to be washed that 
a clear statement of the British side were 
available.

In its absence, the nature of the misunder
standing is a matter of more or less educated 
guess-work. It must be realised that the deter
mination of the initial exportable percentage at 
w'hich the whole scheme would start w-ork, was 
a factor as important as it was difficult. No 
one could be certain how far and how- quickly 
the revival of the American demand ŵ ould go 
during 1923 ; reports indicated that in the 
autumn of 1922 the pace ŵ as already consider
able, and if the initial exportable percentage 
was fixed too loŵ  there was the risk of a short
age developing duringi923, since the percentage 
could not be increased until the average price 
during a quarter had reached is. 3^., and then 
only by 5 points unless the price averaged over 
I S .  6d. when the increase w-ould be 10 points; 
thus even with a price level continuously over 
I S .  6d., it would be a year before full production 
could be obtained. On the other hand, if the 
initial percentage was fixed too high, and the
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American demand failed to reach expectations 
the price might fall to a very  ̂ low level before 
the restriction of supplies became adequate, and 
the whole scheme brought in jeopardy from the 
producers’ point of view. Ih e  determina lo 
of 6o as the initial percentage was necessarily 
somewhat of a leap in the dark, and it would be 
only a matter of wisdom for Lord Stev^son to 
obtain an understanding with the Colonial 
Secretary that he would be prepared to change 
it if, when the scheme began to work, that 
seemed advisable. In other words the dis
cretionary power would apply until the scheme 
was seen to be working satisfactorily on o 
initial percentage chosen. It must be remem
bered that in the first restriction quarter the 
price shot up rapidly and averaged over is. 2cl., 
while in the second quarter (Febru^y- 
April 1923) it averaged nearly is. 5a. the 
American manufacturers had been surprised 
themselves at the extent of the increase m 
actual absorption, and had done their best to 
impress this on the R.G.A. delegation. 
bably at the time of the delegation’s visit, the 
American view of the danger of elasticity was 
mainly confined to the immediate future and 
not to a possibility in the remote future ; the 
inelasticity seemed to be manifesting itself 
every day with a fresh rise in price. Assurances 
were therefore given, but confidentially because 
any open promise would have nullified the auto
matic mechanical basis of the whole scheme. 
WTien Lord Stevenson made the statement in 
April 1923, which has been quoted above, he 
was probably thinking, and with some justifi
cation, that the price might start soaring any 
day, showing that the initial percentage had 
been fixed too low, and would have to be 
altered ; actually the price rise had just spent 
itself, and the long decline was beginning. 
Neither in this statement nor in any corre
spondence with the Americans, did he pre
sumably intend to imply that if ever and for 
any reason the price did soar, whether in 1923 
or at any future time, discretionary action 
would be taken.

Assuming this explanation of Lord Steven
son's meaning, the next question is whether the 
Americans misunderstood the limited nature of 
his assurance, and genuinely believed that if 
ever prices got out of hand, additional releases 
would be promptly sanctioned, or whether they 
understood perfectly well its limited nature, 
but deliberately converted it into a useful 
weapon of retaliation in 1925. The answer to 
this question seems to depend mainly on the 
supposed attitude of the Americans during 
1923-24. Those who believe that in allowing 
stocks to' dwindle almost to vanishing point and

the price to fall lower and lower, the Americans 
were deliberately trying to wreck the restriction 
sclicnic, will hcivG 3 . fairly solid foundD.tion for 
the further belief that they deliberately mis- 
torted Lord Stevenson’s assurance v/hen these 
plans recoiled upon their own heads in 
Those who, with the present writer, believe that 
the Americans made no deliberate attempt to 
wreck the scheme in 19241 take the view 
that the Americans genuinely misunderstood 
the limited nature of Lord Stevenson's assur
ance, and will include this in their explanation 
of the American attitude in 1924, It is a com
mon-place how easily such verbal misunder
standings may come about even under far easier 
and simpler conditions than probably attended 
the present example, and the historian m ay w'ell 
feel some confidence in this suggested explana
tion of the whole matter, because it does fit in 
with the essential facts and features of the situa
tion, while the only alternative involves the 
imputation of dishonesty to one or other party.

After the cables exchanged with Mr. Miller, 
the Rubber Association therefore turned to 
their own Government requesting that political 
representations be made in view of the damage 
to the American consumer. The U.S. Am 
bassador in London was instructed to make 
representations to the Colonial Office, and con
versations were continued for some months. 
No official information about these conver
sations has been published; the historian at 
present must again fall back on surmise and 
educated guesswork. Judging by the general 
tone of Mr. Hoover’s public utterances,* the 
U.S. Government would seem to have been deter
mined to avoid any magnification of the trouble 
to the dimensions of a major political issue. He 
never gawe much encouragement to the rubber 
manufacturers to rely on the championship of 
their interests by the U.S. Government ; on the 
contrary’ he repeatedly told them that the real 
remedy was the harder and less palatable path 
of self-help, eased perhaps where possible by 
Government assistance but no more. I t  may 
be regarded as virtually certain that the repre
sentations made to the Colonial Office were not 
at all of the nature of ultimatums, even of the

* Soo, fo r exam ple, Mr. H oover’s address to  th e  E rie  C ham ber 
of Com m erce on “  F oreign  C om binations to  fix prices of Im p o rted  
R aw  M ateria ls,” w hich  received w idespread pub lic ity . The 
general tone is stud iously  m o d era te  a n d  po lite , even  in  respect 
of ru b b er restric tion . T he address is a  reasoned  case ag a in st 
’■ contro ls ” on  th e  g round  th a t  th e y  a re  uneconom ic because 
no m onopoly can  resist th e  n a tu ra l greed of h u m an  beings, an d  
ag a in st G overnm ent con tro ls in  p a rtic u la r  because of th e  in 
ev itab le  eSocts on  in te rn a tio n a l relations. V arious m e th o d s  of 
resistance an d  of reprisals on  th e  p a r t  of consum ing na tions aro 
review ed, b u t  n o t advoca ted  because th e y  all involve th e  
atm osphere of a  tra d e  w ar ; th e  r ig h t so lu tion  is for th e  G overn
m en ts of th e  w orld to  recognise th e  consequences of G overnm ent 
contro l of p roduction  and  price, and  to  ab an d o n  all such Govern* 
inont action.
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most diplomatic variety. The rumour, which 
found credence in certain quarters in England, 
that the U.S. Government were threatening 
retaliation by an export tax or some measure 
of monopolistic control over American exports 
of cotton, appears to have no serious founda
tion whatever. The American Ambassador 
almost certainly made representations only, 
probably along the lines that full production 
should be allowed forthwith, and the whole 
scheme abolished as soon as possible, that all 
Government controls were to be condemned 
primarily on the ground that they were con
ducive to international friction and ill-feeling, 
as was abundantly clear in the present instance, 
and that Great Britain, as a large consumer of 
imported raw materials, should see, just as well 
as the U.S.A., that she had more to lose than to 
gain if such controls became widespread, and 
should therefore join with the U.S.A. in a cam
paign to re-establish free trade in raw materials. 
If British popular opinion on this kind of issue 
was at all reflected in the British Government’s 
reply to these propositions, it may perhaps be 
surmised that that reply was in the nature of a 
tu quoque to the U.S. in respect of free trade in 
manufactured goods, and there matters would 
have ended in a deadlock. Certainly these 
conversations did end in a deadlock, and were 
entirely barren of results, unless, indeed, the 
grant of the additional 5 per cent, release as 
from February i ,  1926, to bring the percentage 
exportable up to 100 per cent., be accounted a 
result. It must, however, be repeated that the 
actual substance of these negotiations is not 
known, and will not be known until sufficient 
time has passed for the respective governments 
to allow access to their archives.

That these political negotiations were pro
tracted may be judged by the fact that it was 
not until the beginning of December 1925 that 
Mr. Hoover began to supplement words by 
actions. On December 10 he wrote a long public 
letter, addressed to Senator Capper, outlining 
the necessity for further legislation to give pro
tection against foreign monopolies, with special 
reference to the British rubber restriction 
scheme. What can we do,” he asks, ”  to 
defend ourselves against the trade war being 
made upon us ? The measures that we can 
take of course vary with each combination. I 
do not wish to favour trade reprisals. Some 
of the following measures would ultimately 
afford relief if we had them organised and all 
are wholly defensive in nature :

I .  Our bankers can be discouraged from 
giving American credits to the support 
of these combinations.

2. We should initiate a strong systematic 
campaign for voluntary saving in the 
u ^  of every one of the commodities 
where these combinations become ex- 
tortionate.

3. We should stimulate the manufacture 
and use of substitutes.

4. We should stimulate production in 
countnes where the commodities in 
question are not likely to be subject to 
such combinations.

5. We might set up some sort of properly 
cemtroUed machinery for emergencies, 
which would prevent our many hundred 
buyers from bidding against each other.”

The course of events in the United 
btates dunng the remainder of the restric- 
tion period may be said largely to consist 
of the attempted translation of this pro
gramme into practice. It seems, therefore, 
more convenient at this point to abandon the 
chronological method which has hitherto been 
pursued, and to deal senaiim with these sug
gestions and their outcome. The general case 
for greater protection led almost immediately 
to a r^olution in the House of Representatives, 
directing the Committee on Interstate and 
Foreign Commerce to investigate the control of 
the shipments of crude rubber and other im
ported raw materials, to report its findings and 
to make recommendations. The Committee 
got to work at once, and after taking a large 
volume of evidence from the Department of 
Commerce, rubber manufacturers, automobile 
manufacturers, etc., issued preliminary majority 
and minority reports in April 1926, stating that 
it would make a further report later if the 
occasion should require it ” : * this has 
apparently not yet been the case. As regards 
rubber, the Committee took the line that in so 
far as the present and the immediate future was 
concerned, the conservation campaign had 
proved a highly successful weapon, which was 
rapidly bringing the crisis to an end; their 
ultimate solution was to grow rubber under the 
American flag or within its shadow, e.g. in 
Central and South America. ^Vhile this report 
is a most important document for the student 
of artificial control schemes in general, its im
portance from the point of view of the present 
study, is inconsiderable.

* The m inority  opposition cam e from  m em bers of th e  
Dem ocratic p a rty  who argued th a t  as long as the  U.S. itself 
pursued a  highly protective tariff policy, no com plaint could 
legitim ately be m ade against G overnm ent controls, such as the  
B ritish  rubber restriction, which were in  effect sim ilar to  pro- 
tective tariffs. In  the  debate on th e  report in tho House of 
Representatives, the  Democrats, of course, took the  sam e line. 
Several m em bers of th is com m ittee seem to have been impressed 
w ith the  large profits m ade by  tho  ty re  m anufacturers during 
1925.
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ŷ Tiile this report

for the student 
1̂ itsini'

The outcome of Mr. Hoover s specific sug
gestions will now be reviewed with the excep
tion of the first in the list, for the issue of the 
proposed restraint on foreign loans did not, 01 
course, arise in the case of rubber.*

( i )  C o n s e r v a t i o n  i n  U s e .

On December 21. 1925, Mr. Hoover sum
moned a conference of representatives of the 
Rubber Association and of the Nation^ Auto
mobile Chamber of Commerce, to consider the 
conservation of crude rubber. At this con
ference the manufacturers decided to initiate 
an advertising campaign, showing the fault of 
the British for the unreasonably high price of 
crude rubber and therefore of tyres, and askmg 
motorists to use and repair tyres so as to pro
long their life to the utmost possible extent, 
and thereby reduce the consumption of crude 
rubber. This campaign was publicly blessed 
by the Secretary of Commerce. He was, in fact, 
very largely responsible for its initiation, though 
not for its conduct. He was, it is true, ardently 
supported by Mr. Firestone and a number of 
” radicals," but the vast majority of the rubber 
manufacturers would never have made such a 
move on their own initiative. The actual price 
of rubber was not their primary concern : what 
really bothered them were the fluctuations of 
the price, and the consequent fluctuations in the 
cost of each manufacturer’s rubber as com
pared with that of his competitors, and conser
vation would do nothing to stop fluctuations. 
But for appearances’ sake, and in order not to 
oflend j\Ir. Hoover or public opinion, they had 
to give their nominal support.

It is not easy to judge the real effect of this 
conservation campaign. It is true that the 
U.S. absorption of crude rubber declined by 
25,000 tons in 1926, whereas 1924 and 
1925 had seen increases of 30,000 and 55,000 
tons respectively. If we include reclaimed 
rubber on the basis of 2 of reclaimed 
to I  of crude, the decline in total consumption 
in 1926 is only 12,000 tons as compared with 
1925: on the other hand though 1924 shows 
no additional increase, the increase in 1925 
becomes 85,000 tons. The real issue, there
fore, is whether, if there had been no such con
servation campaign, the total consumption of 
rubber (crude and reclaimed) might have been 
expected to show an increase in 1926, and since 
there can be little question that all the reclaimed 
rubber which could be produced was used, any

* Such action h ad , however, already been tak en  in  respect of 
loans to  th e  B razilian Coifee Defence In s titu te , an d  to  th e  
FzancO 'Germ an po tash  com bine, w ith  th e  resu lt th a t  all assis t• 
ance  tow ards th e  flo tation  of these loans w as refused in  Now 
Y ork. This is n o t to  say th a t  no individual A m erican investors 
bough t these stocks a fte r th e ir flo tation in  London*

increase in this total may be taken as involving 
an increase in crude absorption by that amount. 
The great difliculty is to separate the, so to 
speak, natural effect of the high prices of 
etc., in reducing demand, from the artificial 
effects of the conservation campaign. The 
high prices might normally be expected to have 
a considerable effect, but it must be remembered 
that the U.S. was in an extremely prosperous 
condition in 1926 ; the effects wpuld certainly 
have been much greater if the high prices had 
coincided with a general trade depression or 
even a stationary purchasing power. It seems 
probable, therefore, that the high prices alone 
would not have so completely checked the 
normal advance. The total increase of 85,000 
tons in 1925 must, of course, be regarded as 
abnormally large, even allowing for the intro
duction of the balloon tyre with its greater 
rubber content than the high-pressure t y r e ; 
there is, indeed, some evidence that in 1925 
motorists bought forward ahead of their actual 
replacement requirements in anticipation of a 
further rise in tyre prices.* But in making the 
large future delivery contracts, which they did 
make during 1925, it seems fairly clear that the 
manufacturers expected a further increase of 
consumption in 1926, even if they anticipated 
some shortage of supplies; and they were 
certainly left with stocks much exceeding 
a level of mere convenience by the end 
of that year. During 1926 the number 
of cars registered in the U.S. was 10 per 
cent, greater than in 1925, and there was 
a record production of new cars, while the con
sumption of gasoline increased 15 per cent.  ̂ It 
seems certain that, but for the effect of high 
t3u:e prices and of the conservation campaign, 
the total absorption of rubber in 1926 would 
have been at least 30,000 tons greater, and 
probably 50,000 tons greater, and since pros
perity must certainly have weakened the 
natural effect of the high prices, and since the 
manufacturers evidently thought the demand 
was extremely inelastic, it would seem that the 
conservation campaign must be credited with a 
substantial part of the economy effected. While 
it is impossible to measure its effect with any 
accuracy, Mr. Hoover’s policy does at least 
provide some evidence that the consumer is not 
wholly defenceless in such a situation, even if 
his weapon must become blunted in a com
paratively short time.

Brief mention must be made of the other 
side of this advertising campaign, namely, that 
the necessity for conservation and the increase

* Tho general trend of replacement demand has been down- 
words since 1920, but there appears to have boon u sharp rise 
in 1925. See Mr. E. G. Holt in the India Rubber World, 
November 1930.
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in the price of rubber goods was due to the 
action of the British Government and the 
British rubber producers. It is most difficult 
to determine the degree or quality of the anti- 
British feeling which was aroused. If one were 
to judge by the American Press, one's impres
sion would be that every American was aroused 
to white-hot indignation and that a declaration 
of war upon Great Britain might be expected 
at any moment. But it must be remembered 
that the average American motorist is used to a 
sensational Press, and his reactions are there
fore much smaller than an Englishman's would 
be if English newspapers suddenly appeared 
with the type of article and the headlines which 
the American Press used in connection with the 
rubber problem. If popular feeling had been 
really seriously aroused, it would have been 
reflected in Congress, whatever Mr. Hoover 
might have done to prevent it in accordance 
with his declared determination that the 
matter should not become a major political 
issue. What his feelings were at this time, no 
one knows except himself. After the refusal of 
any alleviation by the British Government, he 
could hardly be blamed if he had definitely 
reversed his 1925 policy; there can be little 
doubt that he could have fanned the flames 
much more vigorously. On the other hand, it 
is possible to suppose that he became somewhat 
appalled at the extent of the conflagration 
which he had helped to stir u p ; but he certainly 
took no steps to damp it down. Neither of 
these extremes, therefore, seems a tenable 
hypothesis. Probably he felt that it would not 
do the British Government any harm to learn 
the truth of his contention that all Government 
controls of raw materials stir up international 
ill-feeling and should therefore be condemned; 
and he therefore decided to stand aside as 
long as things did not get out of hand. But 
whatever Mr. Hoover’s part or attitude in the 
matter, there is no doubt that a good deal of 
popular resentment against Great Britain was 
aroused, even if it did not amount to a serious 
anti-British attitude, and if the general relations 
between the two countries had not been funda
mentally sound, the situation might well have 
become definitely dangerous. It should, how
ever, be remarked that artificial control schemes 
are not open to objection on Mr. Hoover's 
grounds unless and until they degenerate into 
attempts at monopolistic exploitation ; if, as 
he contends, such degeneration is inevitable, 
his argument is sound, but the contention rests 
only on the fallibility of human nature, and 
there is no inevitability on economic grounds. 
It may at least be objected that even if human 
nature cannot change its instinctive greediness.

men can learn that greediness of this kind does 
not pay— a lesson, it may be remarked, which 
many American and other trusts have more or 
less successfully imbibed during the last thirty 
years.

(2) R e c l a i m e d  R u b b e r  a s  a  S u b s t i t u t e .

It is often thought that reclaimed rubber 
was a new invention, brought about and 
developed by the rubber boom of 1925. This 
is very far from the truth. In 1917 nearly 
90,000 tons of reclaimed rubber were used in 
the U.S., giving a ratio of nearly 57 per cent, to 
crude consumption, a fi^ re  which has never yet 
been repeated. The price of crude rubber was 
then averaging about 2s. lod., and had never 
yet been below 2s. This extensive use of 
reclaimed was, of course, partly due to war con
ditions and war requirements, and the results 
were far from satisfactory. In 1919 and 1920, 
when crude prices averaged about 25., the ratio 
of reclaimed absorption to crude absorption fell 
to about 33 per cent., and when in 1921 and 
1922 the price of crude dropped to a ninepenny 
level, the ratio fell to 19 per cent.* It is, indeed, 
remarkable that the production of reclaimed 
could be adjusted so rapidly to such an entirely 
different price-level; it would not have been 
surprising if the reclaimed industry had 
virtually disappeared altogether. This sug
gests that even at this date inquiries would have 
elicited the fact that for certain purposes manu
facturers had already found positive advan
tages in the use of reclaimed as compared with 
crude. In the years 1923 and 1924 the ratio 
was practically steady at 23 per cent., but with 
the increase in consumption, this meant an in
creasing production of reclaimed, which in 1924 
amounted to 76,000 tons. Then came the boom 
in the price of crude, and in 1925 the absorption 
of reclaimed reached 137,000 tons, a ratio of 
35 per cent. It seems probable that there must 
have been a reserve of plant for the production 
of reclaimed, since other\vise such an increase in 
a single year seems impossible, and the history 
of the previous years lends support to this sup
position. The crude rubber producing industry 
would probably not have been taken so com
pletely by surprise if it had condescended to 
study the doings of its chief customers. In
1926 crude rubber averaged nearly 2s. as com
pared with nearly 3s. in 1925, and the absorp
tion of reclaimed mounted to 164,500 tons, a 
ratio of 45 per cent, to crude absorption. In
1927 the corresponding figures were 190,000

* It is possible that the statistics of reclaimed are not 
accurate during those earlier years, but there is no direct 
evidence to that effect, ond the error could not bo significantly 
large.
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niar^ tons, and a ratio of 50-5 per cent., though the 
average price was dow'n to is. ^d. Gradually 
Mincing Lane realised that under restriction, 
reclaimed rubber had come to stay, but its use 
was still expected to decline if prices went 
below IS. In 1928 this condition was satisfied, 
but the ratio of reclaimed to crude remained the 
same, and even with crude rubber averaging 
under 6rf. in 1930 the ratio was over 42 per cent.

The commercial history of reclaimed rubber, 
therefore, points to a very important general 
conclusion, namely, that before the producers of 
a raw material embark upon any scheme of out
put or price control, it is as necessary to know 
all there is to be known about the consumption 
of that material, as it is to investigate the 
potentialities of production outside the juris
diction of their scheme, and that while the 
scheme is in operation, the most constant study 
and vigilance is required in both cases. This, in 
fact, should be one of the cardinal rules in the 
technique of operating all artificial controls. 
The R.G.A. may be said to have completely dis
regarded both the consumer and the unrestricted 
producer, and if in this first attempt at control 
there is considerable excuse on the score of in
experience, that excuse will not be vahd in 
future either for themselves or for those who 
attempt similar schemes. The previous history 
of reclaimed, however, suggests that whatever 
the price, its use would have gradually extended. 
But this is only to say that in 1927 or 1928 the 
absorption of reclaimed would have amounted 
to perhaps one-half of the actual absorption, or 
roughly 100,000 instead of 200,000 tons per 
annum. Subject to modification on this score, 
it is clear that if the use of reclaimed had not been 
stimulated by high crude prices, the U.S. would 
have probably required at least 150,000 tons * 
more crude rubber during the four years 1925- 
28. As compared with the other great enemy 
of restriction, production by the N.E.I. and 
other foreign countries, reclaimed rubber was 
immensely more powerful and, so to speak, 
destructive of the actual scheme; reclaimed 
dealt its blows swiftly, whereas new planting in 
the N.E.I. could not make itself felt for a period 
of years. It is true, however, that by 1927 
reclaimed had, so to speak, spent its reserves, 
and could not advance further, whereas the new 
planting might have dealt a more serious and 
deadly blow to the British industry, and, indeed, 
to the whole plantation industry in the long 
run. While, however, it may be said that 
much of the potentialities of reclaimed rubber 
might have been foreseen, it is still true that up 
to 1925 reclaimed would have been visualised 
in the main as a competitive substitute for

•  On the  basis of 2 of reclaim ed to  1 of crude.

crude, and its use akin to an adulteration at any 
rate for most purposes. Up to that time, 
reclaimed, while favoured by the manufacturers- 
of rubber goods for certain lines, had yet to win 
its claim to be a perfectly legitimate compound
ing ingredient for tyre manufacture, and there
fore it was reasonable to conclude that a greatly 
extended use would only accompany high prices 
for crude, and would contract again as crude 
prices declined. But every year there was a 
great improvement in the quality of reclaimed, 
and in 1925 the tyre manufacturers were driven 
to use it, and the raising of the pivotal price 
and the resulting maintenance of relative high 
prices for crude, induced them to continue using 
it, and to learn its merits as well as its limita
tions. The latter is simply a question of the 
proportions which can be satisfactorily used 
from the consumer’s point of view. Its merits 
arise from the fact that it is no easy matter to 
compound dry powders, like carbon black, etc., 
into raw rubber ; it takes much time and much 
machinery, while there is some damage to the 
properties of the raw rubber as the results of 
the necessary masceration. Reclaimed rubber 
makes this task much easier, because it is. 
already amalgamated with filling materials 
broadly speaking, every pound of reclaimed con
tains as much “ fillers " as rubber gum. Thus, 
its use simplifies and cheapens manufacture, 
and, as long as the proportion is restricted, the 
consumers’ interests are equally well served. 
In the case of tyres and tubes, reclaimed must 
be limited to a maximum of about 30 per cent, 
if the wear of the tyre is to be satisfactory on 
modem standards. So far, the maximum ratio 
which has yet been used, taking the whole 
U.S. production of tyres and tubes, is approxi
mately 20 per cent., so that there is still a 
potential field here for the further use of 
reclaimed without a greater sacrifice of the 
interests of consumers than would be warranted 
if crude prices were high.* Apart from this 
further limited potential use in tyre manu
facture, there is little additional scope in the 
U.S., for in the manufacture of rubber products 
other than tyres and tubes, reclaimed is being 
used in the proportion of 2 to i  of crude, and 
until some new important product appears in 
which a still larger proportion can be safely 
used, it is unlikely that this ratio will be much 
increased. Broadly speaking, therefore, it m ay

•  Tho figxiro of 30 per cen t, is to  som e e x te n t tb e o ro t i^ l ,  
and  p robab ly  th e  lim it w as lower in  1926 because of th e  im 
p rovem en t w hich has been effected in  reclaim ed ; hence th o  
qualification. Som e producers of crude ru b b e r m ain tiiin  t h a t  
th e  lim it w as exceeded in  1925-26, a n d  th a t  th e  largo dem and  
fo r ru b b er in 1929 w as duo to  th e  bad  w ear of ty ros m ado in 
those years. I t  is possible, how ever, th a t  tho  b ad  w ear w as 
due m ore to  generally  cheap m ethods of m an u fac tu re  th a n  to  
th e  use of reclaim ed.
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be said that the ratio of reclaimed to crude 
absorption in the U.S. is unlikely to exceed 55 
per cent, whatever the price of crude, while a 
guess may be hazarded that so long as the price 
of crude remains above 4d., the ratio will not 
fall much below 40 per cent.,* for while i  lb. 
of crude is equivalent to 2 lbs. of reclaimed, 
the cost of production of reclaimed is now 
believed to be under ^d. per lb .,f and its advan
tages in manufacture weigh down the scales in 
its favour, even if the purchase price is some
what greater. On the other hand, it should be 
pointed out that from the point of view of world 
requirements of crude rubber, reclaimed has 
probably by no means spent its force. The rest 
of the world has probably never yet used more 
than 30-50,000 tons of reclaimed in a year.J 
If we suppose that in time European manufac
turers and consumers of tyres will abandon what is 
little more than prejudice, and follow the example 
of their American brethren, as indeed they have 
begun to do, and if the European manufacturers 
of other rubber products increase their use of 
reclaimed, there is obviously a comparatively 
large potential field for reclaimed as a com
petitor with crude. It is often urged that in 
Europe, and particularly in Great Britain, there 
is no demand for anything short of the highest 
quality tyres, but in this argument there is im
plicit the old idea that any admixture of 
reclaimed, however small, is an adulteration and 
lowers the quality in wear, which is contrary to 
American experience, and in any case as the 
average income of the motorist in Europe 
declines, which it has been rapidly doing and 
will almost certainly continue to do, price 
becomes of greater importance than superfine 
quality. It seems fairly safe to predict that 
the next boom in crude rubber prices will 
greatly stimulate the use of reclaimed by Euro
pean manufacturers, while the competition of 
American tyres is persistently urging them in 
that direction whatever the price of crude 
rubber. The crude rubber producer has not 
yet felt the full effects of reclaimed, but at least 
he now knows or ought to know what to expect.

The Development of Rubber Produc
tion UNDER the American F lag, or in 
Countries where the Exercise of any 
Artificial Control is unlikely.

This was Mr. Hoover’s long-period remedy, 
but little has yet been done towards such 
•developments. At the end of 1925, it is true

* Much would depend on tho  length of tim e for which the  
crude rubber price romainod a t  a  low level—if i t  wore consider- 
.able, th e  ra tio  m ight eventually  fall lower.

t  The declared value of reclaim ed rubber exported from 
TJ.S.A. was 5*8 cents, per lb . in 1930.

X S tatistics are lacking, and  all estim ates are largely guess- 
xwork.

that Mr. Firestone was making great plans in 
Liberia, and lesser plans in Mexico, but neither 
the U.S. Rubber Company, nor the Goodyear 
Company, the only two American companies 
already in the producing industry, embarked 
on any greatly increased planting programme 
at that time. In his evidence before the Com
mittee on Interstate and Foreign Commerce, 
Mr. Hoover announced with great satisfaction * 
that the American Automobile Industry had 
organised a company with Sio million initial 
capital, as a contribution to freeing the con
sumers of rubber from unreasonable rubber 
prices. " I gather,” he said, ‘ ‘ from the dis
cussions I have had with their members that 
they will devote their energies more to the 
stimulation of production than perhaps them
selves entering production; that is, to assist 
others to get into the production of rubber, to 
stimulate the production of wild rubber as part 
of the immediate relief, to interest themselves 
in joining American and Dutch capital in the 
expansion of plantations in the Dutch Indies, 
and, of course, they will interest themselves in 
such developments as they may be able 
to do in the Philippines.” I have been un
able to trace the history of this venture, 
but nothing appears to have been done. 
Perhaps the company failed to find any 
one who required assistance, and in due 
course was disbanded as superfluous. The only 
venture made by an automobile manufacturer 
direct, was by Mr. Ford in the Amazon basin, 
and so far as is kno^vn he was pursuing his own 
independent way in that matter.

It is, indeed, somewhat curious that the 
American manufacturers have had so little part 
in the development of the rubber producing in
dustry, and much more curious that even in 
recent years it has apparently made no appeal 
to them, although the advantages of such 
integration in the mere matter of costs of pro
duction, e.g. in packing, marketing, etc., quite 
apart from the manufacturing point of view, 
have now been demonstrated, both by a large 
English manufacturer and by the one American 
manufacturing firm which has undertaken 
the production of rubber on an appreciable 
scale, namely, the U.S. Rubber Company 
through its subsidiary the General Rubber 
Company. This company’s aim, as stated 
to the Committee on Interstate and Foreign 
Commerce, is to produce 50 per cent, of 
its requirements,f and so safeguard its posi-

• This announcem ent ended w ith tho rem ark, "  I  felt your 
Com m ittee would be glad to  know of these successful develop
m ents, as i t  relieves th e  G overnm ent from some anxiety  and 
from  the  necessity of considering action in th a t  particular 
direction.”

t  In  1925 i t  produced 20 per cent, of its  crude rubber 
requiromente.
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êr of costs of m  

rketing, etc., qmte 
ing point of view,
d, both by 
, the one Amei.^

0^   ̂ /I its pUSl' 

me

.1

of
fUibber

tion whether the market is favourable to the 
producer and against the manufacturer, or vice 
versa. Asked by the Committee why other 
companies were not following his example, JMr. 
Seger the President of the U.S. Rubber Com
pany, replied, “ It is a question of money. 
Witli aU due respect to our American capital
ists, I think it is not out of place to say that 
they are not in the habit of putting up capital 
for a long puli such as is involved in the culti
vation of rubber. We in this country have 
become accustomed to a rather quick turnover 
of our money, so if we are to raise sufficient 
capital . . we have got to raise it as an as
sessment against the industry, or we have got 
to have some kind of tax, import or what not, 
that vvill create a fund which can be u^ed under 
proper regulation to develop plantations in 
areas where we are reasonably assured that we 
will not have a repetition of the present situa
tion.” W ith this may be compared Mr. 
Sieberling’s remarks on the same subject: We
Americans are inclined to make money quickly 
overnight; we hke to watch the ticker, and the 
planting of rubber is a matter of ten years, 
throwing vour money on the table and waiting 
ten years for your return. American capital is 
not used to doing that. British capital is 
trained to it for years, going into foreign 
countries and taking chances. We do not do 
it in this country.”

Before the war, the U.S. required all its 
available supply of capital at home, and in
vestors were not tempted to take greater risks 
abroad so long as the return on home invest
ments was so satisfactory. B y 1925, this posi
tion had, of course, altered, but the above quota
tions suggest why rubber production as a line 
of investment fails to appeal. The manufac
turers reahsed that it would probably be im
possible to borrow from the public for the pur
pose, and their own reserves could be most pro
fitably employed in expanding their factories. 
Mr. Seger mentioned that, ”  a group of rubber 
manufacturers discussed some months ago the 
possibility of making an arbitrary, or rather a 
voluntary, assessment against their companies, 
which would be put into a pot and used for the 
purpose of forming a national company to 
develop rubber in countries under the American 
flag, or where we can get some assurance that 
we shall not be subjected to such a condition as 
we have to-day. It has been talked of but 
nothing ever came of it.” Mr. Sieberling 
advocated such a scheme to the Committee. 
Thus, both the rubber and the automobile 
manufacturers were thinking along the same 
lines, and it seems clear that any action which 
might have been taken would have been of a

co-operative rather than of an individual 
nature If the planting could have taken place 
under the American flag, it is possible that 
something might have developed. The Crude 
Rubber Survey of the Department of Commerce 
had shown that the Philippines were by far the 
most promising territory from the point of 
of climate, etc., but the land laws were a diffi
culty, and also there was doubt whether an 
adequate supply of labour could be mobilised, 
while the virtual certainty of Philippine in
dependence in the not too distant future was a 
prospect which made planting in Dutch or even 
British territory appear relatively more desir
able in the long run. Thus there were many 
difficulties to be faced in developing this long
term remedy, and nothing was done during 
1926. B y  1927 information as to the extent of 
the new native plantings in the N .E.I. was 
beginning to filter through, and in July of that 
year Dr. Whitford was sent out on his first in
vestigation. W ith his report, the rubber manu
facturers gave up all ideas of new planting ; 
before they could bring any plantations into 
bearing, the output of these native plantings 
would be available to check any consider
able rise in price, and they concluded, 
more or less correctly, that they could 
with safety rely on this safety-valve for 
many years to come. It may be that in, say, 
five or seven years from to-day they will again 
feel the need for sources of production more 
immediately under their control, but the factor 
of the American temperament is not to be over
looked. The U.S. Rubber Company,* the 
Goodyear Company,* and the Firestone Com
pany may still be outstanding exceptions even
in 1950.

(4) O r g a n i s e d  B u y i n g .

When the price boom collapsed at the 
beginning of 1926, the American rubber manu
facturers rapidly realised that their stocks and 
forward delivery contracts might prove a most 
difficult incubus, if not a source of disastrous

* These tw o corapanios h av e  ex ten d ed  th e ir  p lan ted  a reas  
considerably  since 1925, b u t  th is  w as in  accordance w ith  a  long^ 
period se ttled  policy, a n d  has n o t boon duo to  re s tric tio n . I t  
should  also bo n o ted  th a t  th o  U .S . R u b b er C om pany h a s  
achieved a  g roa t deal to w ard s th o  developm en t of bud-graftod  
ru b b er an d  of high*yiolding s tra in s , as  well a s  p rov id ing  a n  o u t
s tand ing  exam ple of th e  possibilities of a  scientific use of 
artificial m anures, w hile th o  size of th e ir  m ain  e s ta te  in  S u m atra  
has show n som e of tho  benefits, an d  a t  th o  sam e tim e  th o  
lim ita tions, of very  large u n it  organisjition. Tho fac t th a t  th e y  
have  been over read y  to  pass on  th e  resu lts  of th e ir  experim en ts
for tho  benefit of th o  producing in d u s try  a t  largo, lias led  to  
rem arks by  B ritish  producors th a t  tho  G eneral R u b b er C om pany 
is in terested  in  ru b b er grow ing m ore from  th o  consum er’s tlian  
from  th o  p roducer’s p o in t of view. This, how ever, is a  som ew hatiro in  tn o  proaucor s p o in t oi view . J.iua, nowover, is a  bumu^^Ilub 
doublo-edgcd criticism , an d  in  no  w ay d e tra c ts  from  th e ir  u n 
d o u b ted  ach ievem ents in  th o  grow ing of ru b b e r on  scientific 
large-scale linos.
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loss. It may well be true that these commit
ments would hot have averaged more than 
2s. 6d. a lb., if as much,* but with the prospect 
of a fairly rapid return to the pivotal price of 
I S .  3̂ f., the outlook was not reassuring. It is 
certain that one, | and it is probable that more, 
of the “ Big Five American manufacturers 
made urgent representations to the R.G.A. in 
favour of raising the pivotal price, but the 
Rubber Association itself made no such move, 
and it is doubtful whether these private efforts 
played any decisive part in the British Govern
ment’s decision. It is nevertheless true that 
most of the American manufacturers were 
pleased rather than the reverse when the pivotal 
price was raised in April to is. gd. ; it would set 
a limit to their potential losses, or at the least 
would provide further time for liquidation. 
Naturally, however, they prudently disguised 
such feelings, and joined in the general expres
sion of opinion that now at last the British 
restriction scheme had unmistakably shown its 
true colours as an extortionate monopoly.

As the months passed by, however, their 
fears began to revive. In the May-July 
quarter 1926, the new pivotal price was only 
exceeded by 0*0017  ̂ penny, and in the
following quarter the average barely exceeded 
I S . 8d. The American manufacturers then 
formed the opinion that even the reintroduction 
of active restriction might not suffice to main
tain the price. The smaller manufacturers, 
who had not bought so heavily or so far ahead, 
were in a relatively happy position ; it was the 
large firms who still had heavy inventories, and 
Mr. Hoover’s conservation campaign had only 
made matters worse from their point of view. 
In October 1926 plans began to be discussed, 
and in December the Rubber Buying Pool was 
formed.

As will be seen from its later history, there 
must always have been considerable doubt as 
to the legality of this organisation under the 
Anti-Trust laws, and therefore it is not sur
prising that little or no direct documentary 
evidence is available, at any rate as yet, for the 
historian. Such evidence as is available comes 
mainly from hearings and debates on the 
Newton-Jones Bill to amend tlie Webb- 
Pomerene Act so as to allow combinations in 
import as well as export trade ; this Bill will 
be considered in due course. From these 
sources, from some fragmentary newspaper 
reports, and by inferences drawn from the

♦ Seo Mr. E . Miller’s contribution to th e  throe-cornered debate 
• published by the  Am erican Section of the  In ternational Cham ber 
of Commerce in May 1926.

t  Tho Secretary of the Colonics m entioned one American 
. com pany in his speech during tho debate on the  term ination  of 

restriction.

extremely reticent remarks of certain persons 
directly concerned, the following account has 
been built up, but it must be stressed that the 
accuracy of even this meagre information 
cannot be in any way guaranteed, and the 
historian of the future may be able to give a 
very different picture.

The membership included the “ Big Five ” 
rubber manufacturers (U.S. Rubber Co., Good
year, Goodrich, Firestone, and Fisk) together 
with the Kelly-Springfield Tyre Company, the 
Ajax Rubber Co., and the General Motors, 
Studebaker, Willys-Overland, Dodge and Pack- 
hard automobile companies. According to Mr. 
Raskob, the President of General Motors Cor
poration, the initiative came from these auto
mobile manufacturers, for in his evidence before 
a committee on the Newton-Jones Bill, he said, 
“ We immediately got into touch with the 
Rubber Association of America and ]\Ir. Fire
stone, as well as the Department of Justice and 
the Department of Commerce. . . .  To make 
a long story short, we evolved a plan that 
resulted in the formation of a $50 million buy
ing pool, which dealt in rubber throughout the 
whole year 1927.” This statement also sug
gests that Mr. Hoover and the Department of 
Justice gave informal assurances that the 
legality of the organisation would not be 
attacked by the Government itself. The finance 
was provided by credits from New York banks 
secured on rubber purchased, and presumably 
backed by the collective guarantee of the mem
bers, for there is no suggestion that the losses 
which were ultimately made feU upon the 
banks. There seems to be little doubt that the 
pool bought more or less steadily throughout 
1927, and that when the end of restriction was 
announced in April 1928, it was holding between 
40 and 60,000 tons of rubber. But as to its 
operations on the selling side up to that time, 
virtually nothing is known. In its issue of 
June 17,1927, the Washington Post gave a short 
account of the pool, and stated that the 
“ specific purpose was to protect American 
manufacturers against excessive prices. The 
formation followed the announcement by the 
British Government of proposed further restric
tion of crude rubber exports.” This passage is 
quoted and apparently accepted by Mr. Donald
son in his International Economic Relations. But 
in the first place, the British Government’s 
action, to which reference is made, is pre
sumably the official revision of October 192(5, 
which merely confirmed and supplemented in 
detail the preliminary revision of the previous 
April, and contained no new departure of im
portance whatever. Secondly, ^ e  troubles of 
the rubber and automobile manufacturers were
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not caused by too little rubber at too lugh a 
price, but by too much rubber at too low a 
price, relatively to their inventories of crude 
rubber and of tyres and tubes. Finally, how 
could the pool expect to lower prices by buying 
And even if the idea was to accumulate a reserve 
against the possibility of a repetition of ^ ^ 5 ' 
it would have been madness to buy wniie 
manufacturers’ stocks were still mounting 
rapidly, prices faUing, and a growing evidence 
that restriction was doomed. My own im
pressions are that the objective of the pool was 
of a two-fold nature— to hold up the price so 
that the manufacturers could liquidate their 
surplus stocks, and at the same time to prevent 
any individual firm obtaining a competitive 
advantage in buying his raw material. In 
other words, the price was to be stabilised, 
probably at or near the new is. gd. pivotal 
price of the restriction scheme ; if the market 
price fell below this level, the pool would buy, 
while if any manufacturer found himself m the 
position of having to buy at a market price 
appreciably above this figure, he could turn to 
the p o o l: the pool would thus have a buying 
price and a selling price, separated by a small 
margin for costs of warehousing, etc., the costs 
of the actual finance required being met by a 
levy of some kind on the members as a whole, 
since all would reap the benefits of the stabili
sation, and the prevention, or at least reduction, 
of any competitive advantage by those who 
could wait for the operation of the British 
restriction to reduce prices again over those 
who could not wait. The selling side of the 
scheme was probably never required to func
tion, for despite the application of more and 
more restriction the market price could not be 
maintained anywhere near the pivotal level. 
The pool therefore bought to the hmit of its 
resources, and in April 1928 was left with a vast 
holding of rubber, bought at something like 
double the price which ruled during the rest of 
that year. The pool was therefore working 
to the same end as the British restriction 
scheme, and there are grounds for con
cluding that the R.G.A. and the pool co
operated to some extent by the mutual ex
change of information and ideas, while more 
may have been done by individual members. 
The general opinion amongst British producers 
is that the pool was a factor of little importance. 
This can only rest on the assumption that the 
American manufacturers concerned would have 
bought as much rubber individually as they 
did collectively. To some extent this must 
obviously be true, but it seems a large assump
tion in its entirety. American manufacturers 
are equally convinced that it had a very con

siderable effect upon the course of prices, and 
it may therefore be concluded that the truth 
lies between the two views. Very possibly the 
actual moments at which the pool chose to buy 
were at least as important, from the manu
facturers’ point of view, as the additional 
amount it bought over that which would
otherwise have been purchased.

It must be stated again that these ideas as 
to the pool's projected activities and methods 
of operation are largely the result of guesswork 
and deduction from the most scanty data, and 
the above account may well be wide of the 
mark. If, however, it is correct in outline, the 
student of conscious control must regard the 
pool as a most interesting experiment, and in 
the interests of scientific study, if for no other 
reason, it is to be hoped that the full story will 
be made available as soon as m ay be.

Reference has been made above to the 
Newton-Jones Bill to legalise buying combina
tions in the import trade. The hearings and 
debates on this Bill leave little doubt that the 
initiative came from the pool, and particularly 
from General Motors Corporation. It would 
seem as if the pool became frightened towards 
the end of 1927 lest, despite the understanding 
arrived at with Mr. Hoover and the Department 
of Justice, some one would invoke the Sherman 
Act and force the Government to set the Federal 
Trade Commission to work. It was virtually 
admitted by some of the supporters of the Bill 
that one of its important results would be to 
legalise the rubber pool, which was defended on 
the ground that, there is “ no suggestion that 
our trade is in any way restrained or our com
merce interfered with, and this buying power 
has unquestionably operated in the interests of 
the American user of rubber,” and that there
fore the part played by Mr. Hoover and the 
Department of Justice was in order. But the 
same speaker went on to argue that the Bill 
was necessary “ for the purpose of removing all 
doubt,” while other speakers maintained that 
there was sufficient uncertainty about the pool’s 
legality to warrant Congress in placing its 
position beyond all doubt. The Bill was 
opposed chiefly on the ground that it would 
create a monopoly, and that that was the object 
of General Motors and the other manufacturers ; 
alternatively, that it would allow them to raise 
the price of tyres, and so make good the loss 
which the pool had sustained. For this Bill 
was not debated in the House of Representa
tives until April 6, 1928, two days after the 
British Prime Minister had announced the ter
mination of restriction with the result that the 
price had been cut in half, and the pool stood to 
lose $15-20 million, according to the popular

59

I

' 1

I. i

J r  I• li« )

i

!i !



1
}

I'

H

i;

.:

' r

r .

J M

M'/

>'«1

li

« I  I

i-

estimate. If the debate had taken place 
earlier, the whole situation would have been 
different, and the U.S. might have taken a 
step at least as important as the passage of the 
Webb-Pomerene Act. In fact, the bottom had 
been knocked out of the whole affair, and no 
one expected anything but the defeat of the 
BiU.

With its legality still in doubt, the pool had 
to face the liquidation of its stocks. There is 
no information on this point. The Associated 
Press reported on March 20 that a certain bank
ing and trust company in New York had sup
plied the pool with a further credit to the 
amount of $60 million, and the Editor of the 
Washington Post suggested that, while the pool 
had lost money on its present holdings, “ it is 
probable that rubber purchased with the new 
loan will advance in price enough to offset the 
earlier losses." So far as can be ascertained.

there is no confirmation of any such desperate 
scheme, and it seems somewhat improbable. 
The pool without much doubt had to shoulder a 
heavy loss, but even so, from the rubber manu
facturer member's point of view, all suffered 
alike, whereas otherwise some might have fared 
better than others. This applies only to the 
big manufacturers, since they alone were 
concerned in the pool: as a group, of course, 
they fared worse than the smaller concerns, 
whose inventories and commitments were not 
so great. All of them would naturally have 
preferred gradual rather than abrupt repeal, 
but on the whole their general reaction to the 
British Prime Minister’s announcement was a 
feeling of thankfulness that, even though they 
might be ruined, such an incalculable factor 
and such a thorough nuisance as the British 
restriction scheme was at last eliminated from 
their business problems.
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George P ^ a p s

.with ii,

P^'Tded th a tlj^ ®  the F - l

ri«

rA.

cr*B -

w B k . - i

■^n



,vere'™'t
d naturally have 
^  nbiupt repeal 

 ̂ reaction to the
nmcement was a
even though they
realculable facto: 
« as the Britidi 
t eliminated from

-THE DUTCH N A TIV E  R U B B E R  IN D U STR Y.

It was argued above that in the summer of 
1022 the Dutch attitude to the proposed restric
tion scheme was little influenced by fears con
cerning the native rubber industry in the Outer 
Possessions of the N.E.I., because at that time 
no one, even in Java, was paying much atten- 
tion to the potentialities of this source of supply. 
The statistics of native rubber exports such as 
they were, suggested a very considerable decline 
in I Q 2 I  as compared with the two previous 
years, and though these export statistics were 
most incomplete and unreliable at this period, 
there seems little reason to suppose that the 
figure of 6,000 tons (dry-weight) for 1921 was 
subject to a significant degree of error. In 1922 
there was a rapid recovery, and the total of 
17,000 tons was a record. But it was not until 
this figure was doubled during 1923 that 
the Dutch in Java began to wonder what had 
been happening in the little-kno\vn interior of 
Sumatra and Borneo, and to consider seriously 
whether the matter did not caU for immediate 
investigation. Eventually, in February 1 9 4̂ '  ̂
meeting of Dutch planters was held at Djoedja, 
and certain British planters from Malaya also 
attended. As a result of the discussions, nego
tiations were opened with the Dutch Govern
ment.* and eventually it was arranged that 
Dr. Pekelharing, Chief of the Agricultural 
Department, should visit the Djambi Residency 
of Sumatra during July, August, and September 
1924. During three weeks of this investigation, 
Dr. Pekelharing was accompanied by Mr. 
Gumming, an F.M.S. planter. Preliminary 
reports were presented to those who had 
attended the first meeting, and at a second 
meeting on October 9, 1924, the Native Rubber 
Investigation Committee was formally consti
tuted, and it was decided to institute a direct 
inquiry, or “ field investigation,” b y  two 
qualified men who were to travel and observe 
for three months. Either before or after this 
meeting, considerable efforts were made to 
stimulate the interest of the N.E.I. Govern
ment, but without much success, at least in 
terms of financial assistance. The Government 
of British Malaya, or perhaps more accurately 
Sir George Maxwell, then Chief Secretary, dis
played much more interest in the proposed in
vestigation, and it appears that Mr. Kindersley, 
who with Mr. Gumming attended the second 
meeting, was empowered to promise consider
able financial aid from the F.M.S. Government, 
provided that the N.E.I. Government would

• T he D u tch  G overnm ent’s in te rest in  n a tiv e  ru b b er was 
largely in  its  aspect as  a  p o ten tia l source of now revenue. See 
D .O .T . R eport. 1924.

make some contribution. Eventually finance 
was made available for a more extensive in
vestigation than was at first contemplated, and 
if it is true that the bulk of the cost was borne 
by the Government of British Malaya, the 
sequent indifference and apathy of British 
interests towards the results, seems all the more 
extraordinary.

As further evidence of the ignorance of the 
Dutch regarding native rubber until the latter 
part of the year 1923, it may be observed that 
Mr. Figart, the U.S. Department of Commerce 
investigator, concluded his field work in the 
Middle East in February 1924. In his extremely 
able report, ”  The Plantation Rubber Industry 
in the Middle East,” he concluded that the 
output of Dutch native rubber would tend to 
decline from a maximum of 36,000 tons in 1925 
and 1926 to 29,000 tons in 1930. In other 
words, on this matter he was about as wrong as 
he could well have been, but there can be no 
doubt that he followed the general opinion at 
that time, for he was certainly not deliberately 
misled or misinformed, and the rest of his study 
testifies to his ability, experience, and thorough
ness as an investigator. Had he visited Java 
a little later, his findings might have been very 
greatly modified.

Reference must also be made to another 
early investigation. Mr. H. A. Bluett, the 
British Commercial Secretary at Batavia, had 
become as interested as any of the Dutch 
planters, and when he heard that Dr. Pekel
haring had gone to Djambi on a visit of investi
gation, he decided to follow him, though quite 
independently. The results of his investi
gations appeared in his D.O.T. report on the 
year ending July 1924 (published at the end 
of the year). “ The planting of rubber trees 
b y  the inhabitants throughout the Outer 
Islands is of the greatest importance, and a 
native industry has come into being based on 
scientific knowledge. The number of trees 
planted yearly is amazing, and there can be no 
doubt that the native rubber industry of the 
N.E.I. is going to have an early influence on 
the world's rubber market. . . .  It is an in
dustry which has come to stay. A  visit to 
Djambi, Palembang Residency, or South Borneo 
will show the sceptical Straits’ rubber planter 
that there is no question of killing this industry 
by over-tapping, shortage of native labour or 
such other difficulties as are imagined by those 
who have not seen the districts in question.”  
If in certain particulars Mr. Bluett's knowledge 
at that time was somewhat misleading, he was 
more right than wrong when he stated, and
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tacitly approved, the general proposition that 
“  the rubber trade will follow in the lines of the 
copra trade, and yearly become more and more 
a native culture." *

During the spring and summer of 1925 the 
first reports of the Native Rubber Investigation 
Committee began to appear. In general, they 
showed that what Dr. Pekelharing had dis
covered in Djambi applied more or less through
out the other suitable districts of Sumatra, 
though with great variations, and also in Dutch 
Borneo. The general features of the situation 
were clearly revealed, and were admirably sum
marised by Dr. Rutgers, Director of Agriculture 
in the N.E.I., in a lecture at Amsterdam 
on November 27, 1925. His conclusion
was most definite and most conservative, even 
in view of the evidence then available; the 
output of Dutch native rubber in 1930 would 
certainly be double that of 1925, unless the price 
went below is. per lb., and on his estimate of 
the 1925 output,t the 1930 output would there
fore be not less than 150,000 tons.

Beyond the publication in January 1927 of 
the Final Report of the Dutch Committee with 
its summary of the whole position, no further 
substantial investigation or addition to the 
available information was forthcoming until the 
autumn of 1928 when Dr. Wliitford’s report on 
“  Estate and Native Plantation Rubber in the 
Middle East "  was circulated to the members of 
the Rubber Association of America. The report 
was a confidential document, as it was feared 
that its contents might stimulate the operations 
of bear speculators, and so militate against the 
stabilisation of price for which the “  Pool," just 
as much as the Colonial Office and the R.G.A., 
were then working. Under due safeguards, a 
number of copies of the report were circulated 
in London, but even a year later the pledges 
given were being faithfully observed, as the 
present writer knows by experience. It must, 
however, be realised that no such secrecy 
attended the reports of the Dutch Native 
Rubber Investigation Committee. An article 
in the Bulletin of the Rubber Growers' 
Association as early as October 1924 re
peated from the Malay Straits Budget Mr. 
Cumming's account of the three weeks 
which he had spent with Dr. Pekelharing 
in Djambi during the previous July and August. 
The June 1925 issue of the Bulletin contained 
quite adequate extracts from Dr. Pekelharing’s 
report on the Djambi Residency, and attention 
was given to the other reports of the Committee 
as they appeared, while the reports were trans-

• This was indeed the outlook until the now turn of events 
in 1920, as w ll  be explained more clearly in Section VI. below.

I  The 1926 output is now put a t 85,000 tons, but this 
includes a qtiantity of smuggled rubber from Malaya.

lated into English and published in Kuala 
Lumpur. Dr. Rutgers' lecture at Amsterdam 
in November 1925 was also published in English, 
while the official British commercial represen
tative in Batavia had reported his general con
firmation. It cannot be maintained that the 
leaders of the plantation industry both in 
Malaya and London, and also the British 
Colonial Office, did not have access to the facts 
almost as early as the Dutch themselves. By 
the end of 1925 the Dutch Government and the 
Dutch plantation industry were fully convinced, 
and appreciated the complete change in the 
whole outlook for the future which this new 
factor necessitated. They realised that, despite 
the current boom in price, then at its height, 
restriction must ultimately * fail, and in their 
relations with the British industry they shaped 
their policy accordingly. If the British in
dustry and/or the Colonial Office had followed 
suit, it seems clear that the whole conduct of 
restriction would have been radically different 
from 1926 onwards ; the folly of raising the 
pivotal price would have been realised by all, 
and steps would have been taken to end 
the scheme as soon as could be. It is because 
the British failure to appreciate the significance 
of the Dutch native rubber position was a 
matter of such importance in the history* of 
restriction, that the successive stages of its 
revelation have been thus recited in detail, and 
a further brief discussion of the matter seems 
to be justified before a summary of the facts is 
attempted.

No one can doubt that the leaders of the 
British industry must have read and considered 
the facts and their bearing upon the policy of 
restriction. In extenuation of their suicidal 
agreement to the raising of the pivotal price, it 
can be urged that the stress laid upon the ces
sation of new planting in the period 1920-22, 
suggested that any increase in the output 
of Dutch native rubber in 1926 and 1927 
over that of 1925 was most unlikely, since 
the boom prices might be supposed to have 
stimulated the maximum possible produc
tion. The error in such an idea was due to 
the failure to grasp the time-lag between high 
prices and their effect on labour migration, 
which must necessarily be a matter of six 
months or so, and the failure to appreciate that 
such migrant labour wiU not immediately return 
even when prices have fallen considerably—  
more will be said about this below. But with 
the warnings of the Dutch investigators and 
of Dr. Rutgers, it should have been evident that

♦ SincOt liowever, thoro is little evidence that the Dutch 
estates sold forward more heavily than British esta t^  during 
the boom» it  may be surmised that the failure of restriction came 
more speedily than they anticipated.
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a policy of maintaining the price at is. gt̂ . was, 
to say the least of it. playing with fire, while as 
regards the more distant future all the evidence 
pointed to the conclusion that such a price 
would maintain the maximum possible rate ot 
new planting. In this respect the leaders of 
the British industry may have been misled by 
the belief, based on European estate experience, 
that much of the new planting would merely 
replace the old areas which would by then have 
been tapped to exhaustion ; no one, even the 
Dutch investigators, fulty realised at that date 
the vital difierence between estate and native 
culture. But this is an excuse which becomes 
very weak as regards an indefinite continuation 
of new planting on a large scale, and it should 
have been clear that Dutch native rubber was a 
revolutionarv factor in the more distant future, 
rather than in the immediate outlook for the 
next two years. From that more distant point 
of view, we are left with two alternatives, either 
that the leaders of the British industry simply 
disbelieved the whole evidence about the rate of 
planting, or that they believed but deliberately 
suppressed their belief for their own purposes, 
by which is meant no faintest suggestion of in
dividual gain, but simply in order to further the 
interests of the British plantation industry as a 
whole in the best ways which they could con
ceive. These are virtually the only alternatives, 
and it should be realised quite clearly that the 
problem is not capable of definite solution ; the 
historian can only form an opinion. As the 
result of discussions with a number of well- 
informed persons in Java, Malaya, and London, 
my own impression is that a sharp distinction 
must be drawn between the attitude of repre
sentative men in Malaya and that of the real 
leaders of the industry in London. Malaya for 
the most part believed and was convinced, 
whereas London was not merely sceptical but 
almost contemptuous in its disbelief. ' ‘ Stunts 
and ‘ ‘ hares ’ ’ of all kinds are well-known in 
“ the City,*' and the wise do not emulate the 
Athenians in respect of new things. In this 
case their scepticism may well have been rein
forced by suspicion of anything of Dutch origin, 
while the participation of the Malayan Govem- 

• ment and certain British planters may have 
been regarded as mere playing into the enemies’ 
hands, and not as any guarantee of good faith 
and accuracy. It is,in fact,unthinkable that the 
leaders of the R.G.A. should have deliberately 
suppressed and disregarded the matter if they 
had believed, for the truth pointed only one way 
towards salvation, and therefore broadcasting 
and not suppression would have been their 
policy. Malaya probably did believe, but 
Malaya failed to convert London, and therefore,

for its own peace of mind, the best course was to 
push the spectre down as far as possible out of 
sight, since nothing could be done about it. 
Thus such suppression as there was in Malaya 
was no part of a deliberate policy, but simply 
the last resource of haunted minds. Similarly 
there seems little doubt that the Malayan 
Government believed, but it failed to convince 
the Colonial Office in the face of the utter dis
belief of the City. It seems likely, however, 
that the Colonial Office did gradually come to 
believe, but not with sufficient assurance until 
probably well on in 1927. The realisation of 
the truth about Dutch native rubber may 
indeed have caused the definite breaking of the 
first strand of the rope which bound the Colonial 
Office to the industry for so long. So far as the 
R.G.A. was concerned, it needed another year 
or more, and Dr. W hitford’s report, to con
vince them that the extent of Dutch native 
rubber planting was a subject worthy of investi
gation. A t the end of 1928 Messrs. Tayler and 
Stephens were commissioned for the purpose, 
and after visiting the four chief centres of native 
production during March-June 1929, their 
report was presented in the following November. 
While an official disclaimer is for obvious 
reasons included in the Foreword, it can pre
sumably be concluded that the R.G.A. was at 
last convinced, after an unnecessary and im
measurably expensive delay of four or five 
years.

An attempt must now be made to summarise 
the economic features of the Dutch native in
dustry. No detailed study of particular dis
tricts will be undertaken, for which reference 
must be made to the various reports mentioned 
above, and since each district has its peculiar
ities, so much so that virtually no two are alike, 
it must be realised that any. generalised descrip
tion will fail to fit all the facts in any district. 
Nevertheless, while these district variations 
must not for one moment be forgotten, a broad 
survey has a very definite utility of its own, and 
will suffice for a general comprehension of 
the position of the native industry vis~d-vts 
the European plantation industry, both in the 
recent past and in at least the near future.

The initial stimulus to rubber planting by 
the natives of East Sumatra and Borneo came 
not from Java but from British Malaya. Singa
pore has long been the real economic centre of 
these countries, for the Chinese dealers there 
built up close contacts with their brethren 
across the Shallow Seas, while the entire traffic 
of Malays on the Mecca pilgrimage went via 
this port. Information about rubber planting 
was therefore disseminated through the Chinese
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dealers o.nd through returning pilgrims. During 
the boom of 1910, a few wealthy Malays started 
a little planting, but it was not until prices 
began to rise again at the end of 1915 
planting commenced on an appreciable scale, 
first in Borneo and the Djambi Residency of 
Sumatra, and later in Palembang, Sumatra 
East Coast and Riouw. The fall in prices in 
1920 appears to have put a stop to further 
planting, and to some extent curtailed output. 
But towards the end of 1922 the plantings from 
1916-19 began to come into bearing, and at the 
same time the rise in prices began to stimulate 
a resumption of planting. In 1923 and 1924 
the amount of planting increased, but was still 
comparatively small. Then the boom in prices 
stimulated the maximum possible rate of plant
ing, and this continued more or less through
out 1926. In 1927 the pace slackened and still 
more in 1928, thoug;h it was still considerable. 
Even in 1929 planting still continued, at any 
rate in Djambi, and there are some authorities 
who would dispute Messrs. Tayler and Stephens’ 
limitation to that residency. It is, indeed, 
doubtful whether in all an appreciable amount 
of new planting is not still in progress even 
to-day, though every one admits that it is 
relatively insignificant as compared with 1925 
or 1926.

Some of the earliest planting may have 
been specifically and solely for rubber, since it 
was undertaken by chiefs and comparatively 
wealthy persons who were directly copying 
what they had seen in Malaya. But from 1916 
onwards, and even during the height of the 
planting boom in 1925 and 1926, the planting 
of rubber has been exclusively a quasi-by
product of the planting of rice. Every year the 
native must clear about two acres of jungle in 
order to grow rice for himself and his family ; 
he takes one, or sometimes two, rice crops from 
this clearing, and it then reverts to jungle for 
perhaps ten or fifteen years, and often very 
much longer, before it is cleared again.* As 
the gospel of rubber penetrated up the many 
rivers and along the very few high roads the 
Chinese storekeepers began to stock seed, and 
from 1923 onwards to press it on their cus
tomers, urging them to fill xip their pockets 
gratis— just as at this date in England the cus
tomer is being enticed with all kinds of coupons 
and *' gifts ” ! The native took the seed home, 
and obeying the shopkeeper's instructions, he 
planted it either with his rice or as soon as the 
rice had been harvested, by the simple method 
of pushing it an inch or so into the ground with

* No land titles exist or aro required ; any unoccupied land, 
and there is no lim it to the supply, m ay be had by getting the 
permission of the village headman.

his thumb. As prices began to rise, a little 
more care was taken, but essentially native 
planting was, and still is, a more or less auto
matic process, costing the native little or no 
trouble or extra labour— he might, in fact, just 
as well push the seed in on the chance that some 
day the trees would be of value as not to do so.

This generalisation, however, requires one 
important addition. During the high price 
period of 1925-26, the natives thought it worth 
while to plant not only their annual clearings 
but also the clearings of the previous two or 
even three years wherever, and to the extent to 
which, the growth of scrub had not developed 
so fast as to make the necessary degree of 
re-clearing a difficult and lengthy operation. In 
most districts after a plot of land has been 
abandoned for more than two years, scrub and 
secondary jungle growth has got too firm a 
hold, but as a rule re-clearing is not too difficult 
or exacting a task within two years. Thus in 
1925 and 1926 a large number of natives planted 
not merely their current clearings, i.e. two years 
clearings, but four or even five years clearings. 
Many people have scoffed at the estimates of 
the area planted in those years on the ground 
that the clearing of such areas of jungle would 
be a physical impossibility in districts so 
sparsely populated. But they have overlooked 
this so to speak reserve area of semi-cleared 
land, which the recently abandoned rice plots 
provided in 1925. From the point of view of 
the future also this point is of importance. So 
long as the native annually plants his rice
clearing with rubber before he abandons it, the 
annual increase in the area planted with native 
rubber cannot suddenly increase. If, however, 
he ceases planting for two or three years, there 
will be the same reserve as in 1925, and a sudden 
huge increase in the planted area would be 
possible at any future time.

In all probability the general practice of 
planting far more trees per acre than is cus
tomary on European estates arose in the begin
ning from a natural inclination towards mathe
matical conclusions on the part of the native; 
the more trees per acre the more rubber, as 
any one but a white man would appreciate ! 
The practice has, however, more than one very ■ 
solid economic advantage. In the first place 
the dense stand of trees means an appreciable 
amount of shade within two or three years, and 
this helps to retard the growth of scrub, and so 
enables the rubber trees to rise above it when 
they might otherwise be choked. Later on the 
shade becomes extremely heavy, and this un
doubtedly helps to keep the ground tempera
ture lower than it would be on a European 
estate in the same situation. Probably also it
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means a greater humidity, vyhile even the purely 
mathematical conclusion is correct up to a 
p oin t; the average yield per tree is relatively 
low compared to that on a European estate, but 
the yield per acre is higher than m o s t  European 
estates can show, and probably would be even 
by European systems of tapping, tlaw in
the mathematical conclusion concerns the bear
ing life of the trees, but since planting costs next 
to nothing, and the supply of land is stiU 
virtually unlimited, this is of minor importance 
to the native. Given these two fundamental 
conditions, it is clear that a pohcy of extensive 
cultivation is the correct policy for the native, 
and he has therefore a very solid basis for the 
dense planting of 300-500 trees per acre as 
compared with the usual standard of oo-ioo
trees on European estates.

Perhaps most commonly the planting takes
place with the first rice crop, which is then 
followed by a second crop, so that the trees 
get a comparatively good start; after that, they 
must take their chance, for little or no upkeep 
is attempted, and usually when tapping com
mences the first operation is to cut a way 
among the trees with the local equivalent of a 
scythe. The extent of precautions against fire, 
and against the depredations of wild pigs, etc., 
vary in different districts, and also apparently 
with the current price of rubber, but in general 
it does not appear that an appreciable loss of 
acreage has occurred, e x c e p t  perhaps among the 
plantings of the last two or three years which 
may have received no attention at all. Once 
the trees are about four years old, the risk of 
loss is comparatively small. Tapping usually 
begins between the end of the fifth and the 
seventh years, peak production is from the 
eighth to the tenth year, but a high level of pro
duction has so far usually been maintained until 
the fifteenth year, and beyond that little data 
is yet available. These remarks require some 
further comment. The peak production is 
obtained from the virgin bark, but since the 
consumption of bark is heavy, that rarely lasts 
more than two to three years of continuous 
tapping. The first bark renewal is, however, 
good, and is generally sufficient within that 
period, for the atmospheric and general con
ditions in these native gardens undoubtedly 
conduce to a much more rapid rate of renewal 
than is customary on European estates, while 
the degree of sufficiency as reckoned by the 
native is much lower. Thus there is usually 
little falling off until the thirteenth year when 
the native starts tapping twice renewed bark,

* Planting is commonly a t the rate of 120-150 trees per 
acre, but this number is then reduced by thinning out the poorest 
trees.

and even then the yield may be maintained for 
a further short period by drastic methods of 
super-imposed cuts and similar practices which 
are anathema and a nightmare to the European 
planter. Given such treatment it is almost 
certain that after the fifteenth year the yield 
would begin to fall off rapidly, though investi
gators can quote many apparently well-estab
lished cases to the contrary. B ut it must be 
realised that up to the present, and in all 
probability in the normal course of events in 
the future, comparatively few gardens have 
been or will be tapped absolutely continuously 
for even seven or eight years. The native 
owner does the planting and such upkeep as he 
thinks fit, but when prices are high the bulk 
of the tapping is done b y hired labour and the 
owner desists from that operation, while when 
prices are low the hired labour cannot make a 
living, and though the owner has then to take 
his place he cannot as a rule tap all the trees 
which he owns, and this has become more 
universally true as each year passes. Thus 
when prices are low some of the trees get a 
rest, and these will be the trees which most want 
a rest, for the owner will probably tap only the 
highest yielding of his plots. Again in the 
intermediate stage of prices, when the hired 
labour is tapping but finds it difficult to make a 
living, only the highest yielding trees in a plot 
will be tapped and the remainder will get a rest, 
while as soon as the hired labour begins to drift 
away, and there is not sufficient labour avail
able to tap the whole area even in this selective 
fashion, the lowest yielding plots will be com
pletely rested. It is only on the supposition of 
high prices throughout the period that con
tinuous tapping over a period of seven or eight 
years will normally take place, and there has so 
far been no such period, nor is it very likely to 
occur in the near future. In m y opinion there 
has been a good deal of needless controversy and 
confusion on this subject of the “  life ”  of native 
rubber. Those who consider that at say fifteen 
to twenty years of age the native rubber garden 
ceases to be a practical proposition even for the 
native, are probably correct on the assumption of 
continuous tapping, but they do not always make 
this assumption clear. Equally those who main
tain that the life of a native rubber garden is 
likely to be as long, or nearly as long, as that of 
a well managed European estate, do not always 
make it clear that they assume intermittent 
tapping and comparatively frequent periods of 
rest, an assumption which has so far been, and 
is likely to be, a well-founded assumption in 
actual practice. It is the usual kind of con
fusion which so often arises between the 
theorist, or the pure scientist, and the practical
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man. Both are riglit on their respective assump
tions, but the assumption of the practical man 
is the more likely to be realised in practice.

The above discussion has been solely on the 
basis of bark consumption and renewal con
ditions ; account must, however, be taken of 
the possible effect of diseases. This is a 
technical question upon which the present 
VTiter is in no way equipped to discriminate 
between the arguments of experts. But the 
non-technical man may perhaps be permitted 
to remark that sufficient time has not vet 
elapsed to supply proofs of the real effect of 
disease upon yielding-power, and that argu
ments, based on the conditions of European 
estates 'and their cultivation, usually seem to 
require considerable modification when applied 
to native gardens. And it must not be for
gotten that behind this whole issue of the pro
ductive life of native gardens lies the fact that 
new planting is a more or less automatic pro
cess, and that unless and until the native 
entirely loses faith in rubber, he will continue 
to plant his annual clearing at least intermit
tently. Even such intermittent planting will 
probably balance any wastage by disease or 
ob.solescence, and the prospect of any sub
stantial reduction in the potential capacity of 
the Dutch native production is therefore 
remote.

Resuming our general description, it has 
already been made clear that the planting is 
usually done by the resident owner and his 
family, though at the peak of the planting boom 
some hired assistance was doubtless often 
obtained, the owner becoming a manager pure 
and simple. On the other hand while prices 
remained reasonably high, that is until the 
spring of 1928, the bulk of the tapping was per
formed by labour hired on the bagi-dua system, 
the tapper retaining the market value of one- 
half of the results of his labour. The supply of 
tappers came from a variet}' of sources. In 
some districts there is a local supply of labour 
which normally obtains its livelihood by work
ing for others; such labour transferred itself 
from coffee, pepper, etc., or from public works, 
as soon as the price made rubber tapping a 
more lucrative occupation. But in Djambi and 
certain other districts there was an insufficiency 
of local labour for tapping as early as 1923-24, 
and with the steady growth of the area in bear
ing this soon became true of most districts, 
while probably no district can provide any
thing approaching the supply of tapping labour 
required to harvest the potential production 
which will be available from 1931-32 onwards. 
In many districts, therefore, it has been neces
sary to rely on immigrant labour. This is of

two kinds: immigrants, or really migrants 
from other districts of Sumatra or of Borneo' 
and immigrants from Java. There has always 
been a good deal of migrant labour within 
Sumatra, but with the establishment of rubber 
in the eastern and southern districts, the stream 
from the northern and western districts became 
more clearly marked and extensive. In the 
main these migrant labourers do not colonise 
but return home. For example, in 1925 and 
1926 Korinchis * from the west coast highlands 
supplied much of the tapping labour in Djambi, 
but with the rising coffee prices and falling 
rubber prices of 1927 and 1928 thev found 
employment nearer home by turning to the 
former. On the other hand, migrants from the 
west coast district of Padang appear to have 
had a less remunerative alternative, and there
fore continued tapping longer after the price of 
rubber began to decline. It should be remem
bered that rubber tapping is a far more 
physically pleasant occupation than most other 
kinds of tropical agriculture, and the native 
probably takes this into account in determining 
its relative merits as compared with other 
possible occupations. But, though verv im
portant, this migrant labour within Sumatra or 
within Borneo W'as insufficient without immi
gration from Java, and this has become in
creasingly true with the annual increase of the 
area in bearing. Emigration from western 
Java to Palembang has been a regular source of 
harvest labour for coffee and pepper, the emi
grants returning home as soon as the harvest 
was finished. But with this exception there 
was little emigration from Java to Sumatra or 
Borneo until the rubber boom of 1925, other 
than that of contract coolies to European 
estates. The demand for tappers, however, 
quickly stimulated a large traffic, and then with 
the decline in prices, and therefore in the earn
ings of tappers, during 1928 and 1929 this 
traffic gradually dwindled away. For it is im
portant to realise that the Javanese is no 
colonist; he will emigrate for a time, but only 
under economic necessity, and in no circum- 
stances will he settle. It may be thought that 
this limitation to a “ pain ” stimulus is one-sided, 
and that he w'ould emigrate also for a sufficient 
inducement. But fundamentally this is the 
wrong end of the stick; economic pressure 
is the real stimulus, though doubtless if he is 
making one guilder a day in Java, and is 
assured that he can make 1*50 guilders by more 
pleasant work as a tapper in Djambi, the 
economic pressure of one guilder a day at home

* This people maintain female inheritance; hence the ladies 
are the owners of the rice fields* etc.* and the males migrate to 
get money for courting, returning os soon os they have made 
what is considered a decent do\rry.
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seems to him more severe than it would  ̂do if 
tapping in Sumatra offered only a similai 
remuneration! For practical purposes the 
position may be summarised b y saying that it 
takes a lot to induce the Javanese to emigrate, 
and while once he has taken the plunge, he mâ ,̂ 
despite reduced earnings, delay his return for a 
time in the hope that the situation will improve, 
he will return in due course. Rubber alone has 
so far been able to induce him to emigrate, the 
initial stimulus and the length of his stay vary
ing in degree and duration with the curient 
economic conditions in Java relative to the 
possibilities of profit as a tapper; but not even 
rubber will induce him to colonise.*

As the price of rubber declined during 1927, 
the immigrant tapper found it more and moie 
difficult to obtain what he considered an ade
quate remuneration. Some drifted away to 
other occupations or to their homes, and those 
who remained were often successful in demand
ing two-thirds instead of the customary half 
share. These developments did not, however, 
mean a great decline in the output of native 
rubber, for when the hired tapper stops, the 
native owner has to take his place in order to 
maintain his money income. Broadly speaking, 
the Malay has at any given time a definite stan
dard of living. When the price of rubber is 
high, he can get this through hired tappers, and 
so he himself takes a rest, and during the height 
of the boom even his wife and children were 
allowed to do the same ! WTien the hired tapper 
ceases to find tapping a profitable occupation 
and goes off, the Malay owner must start tap
ping himself. The lower the price falls, the 
more must the Malay exert himself in order to 
maintain his standard of living, and so pro
duction is maintained, and may even tend to 
rise until the point is reached when the Malay 
owner must either turn to some other, and tem
porarily more profitable, occupation, or reduce 
his standard of living. There are signs that 
during 1930 the former has been taking place to 
some extent in certain districts, but since most 
native industries have been badly affected by 
the world slump, and since in many districts 
there is virtually no alternative occupation, the 
output of native rubber has not declined as 
much as might have been expected, and any 
drastic reduction is most unlikely, at least so 
long as the prices of other tropical products 
remain at the present low level. For it must 
be realised that the native owner receives only

•  This is in fact one of the key oconomic problems of the 
N .E .I., and unless it  alters, the teeming millions of Java will 
continue to press upon the natural resources of th at island, 
despite their magnitude, while the general oconomic develop
ment of the Outer Possessions will continue to be hindered by  
lack of a population adequate to exploit their still more abundant 
natural resources.

half the value of the rubber produced by hired 
tappers, wffiereas he receives the full market 
value if he taps him self; thus a price which 
deters hired tappers m ay still be a highly 
remunerative price to the owner and his family, 
the only drawback being that he must work 
himself. Though a London price of 4d. 
means a low rate of remuneration even to the 
better situated native owner, yet in the absence 
of more lucrative employment, and since labour 
is his only cost, he will probably continue the 
production of rubber, and if necessary reduce 
his standard of living. In the more remote 
districts, however, such a London price means 
a local price approaching zero, and if his local 
market thus disappears, production must per
force cease.

The problem as to the exact price level at 
which hired tapping will start, and that at 
which it will stop, is therefore exceedingly com
plicated, depending as it does on so many 
variable causes. The price needed to start 
hired tapping may he taken as considerably 
higher than the price at which it will stop, for in 
the first instance the dislike of emigration must 
be overcome, whereas once having taken the 
plunge, a man will try and get a good run for 
his trouble in emigrating. The price needed to 
start emigration depends not only on the pro
spective money gain to the tapper, but on the 
prospective real gain, which largely depends in 
its turn on the price of rice, for this governs the 
emigrant’s cost of living. The prospective real 
gain must then be compared with the prospec
tive real gain of remaining in J a v a ; if conditions 
of employment and living in Java are severe, a 
given price of rubber will be a more effective 
stimulus than if Java is thoroughly prosperous. 
It might, indeed, be said that, whatever the 
price of rubber, there would be little or no 
emigration if times were good in Java, but it 
must be remembered that even when times are 
relatively good, the native population is so 
great that it is always, so to speak, treading on 
the heels of subsistence according to the current 
standard. Much the same sort of factors apply 
to migrant tapping labour from other districts 
of Sumatra and Borneo. It is necessary to take 
into account the current prices of pepper, coffee, 
etc., and also the current supply of ready cash 
circulating in the interior, for this greatly 
affects the purchasing power of a given money 
wage, as well as the degree of necessity to earn. 
Finally it should be noted that the relation 
between the world price of rubber (e.g. Singa
pore or London) and the price in the up-country 
markets is not always constant. A  rise in the 
world price usually appears to cause a more 
than proportionate rise in the price offered by
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the merchants at the markets of the interior, 
because the merchant reckons on the possibility 
or probability that by the time the rubber has 
reached Singapore, its value will have appre
ciated still further ; conversely, a fall in the 
world price usually means a more than propor
tionate fall in the interior price, the extent in 
both cases depending upon the distance of a 
particular interior market from Singapore, the 
suddenness of the change in the world price, 
and also the frame of mind of the Chinese 
dealers. Hence arguments based on past ex
perience— and that has so far been small enough 
— should not be regarded as trustworthy ; ther 
are far too many variables which it is next to 
impossible to evaluate. At the present time 
account must also be taken of the probability 
that the Chinese merchants are cutting their 
customary margins on rubber, in the hope of 
making good this deficiency by the maintenance 
of the usually extremely lucrative trade in im
ported goods for native consumption.

Consideration of the quantitative aspects of 
this problem, as also of the problem of the 
potential capacity of Dutch native rubber pro
duction, need now be postponed only in order 
to round off this general qualitative survey 
with a few remarks as to marketing. Almost 
universally the native prepares his rubber in 
the form of thick wet slabs, and until about 
1925 half the business of rubber production, 
especially in the district of Djambi, consisted 
in how much material other than rubber co^d 
be packed inside these slabs, without arousing 
the buyer to make a more than average allow
ance for the same in his price ! Some districts 
were, however, much better than others in 
respect of the mixture of moisture and dirt, etc., 
and the Dutch Investigation Committee’s 
reports show percentages from 50 for Djambi 
down to as low as 10 for smaller producers such 
as Indragiri and Tapanuli. The average is 
reckoned as 33 J per cent, for the period 1923-25. 
In 1925 the Dutch Government officials began 
to introduce legislation prohibiting adulteration 
and excessive moisture, and though for a time, 
especially in Djambi, there was difficulty in en
forcing the more drastic regulations, there has 
been a steady though small diminution in the 
moisture content, which is now probably about 
28 per cent., and a great improvement as 
regards adulteration, the grosser forms of which 
have virtually ceased. The imposition of the 
export tax on native rubber in 1925 had an 
extremely good effect, because, being payable 
on the weight of rubber, the middlemen and ex
porters were careful to make a suitable discount 
for the tax they would have to pay on very high 
moisture content or adulterated rubber. While

the diminution in the average moisture content 
will probably continue, there will be no radical 
change so long as the Dutch native continues to 
produce wet rubber for remilling rather than 
dry rubber as prepared by smaU-holders in 
British Malaya. This is perhaps not very likely, 
for the cost of remilling in special factories is not 
so great as to leave much margin, while since 
the transport of Dutch native rubber is so 
largely by water, whether to the local Dutch 
remilhng factories or to the Chinese plants in 
Singapore, unnecessary weight is of less im
portance than it would be with land transport.

Up to about 1925 the buying of their rubber 
from the natives was almost entirely in the 
hands of Chinese shopkeepers and dealers. 
Since then Malays and Arabs have in many 
districts successfully taken up the business of 
buying up-country at the native’s garden or 
some small village market. These up-country 
dealers take the rubber to the principal market 
town of the district, and there dispose of it to 
the larger Chinese dealers who export it to the 
remilling factories at Singapore. Natives near 
these big markets, however, usually themselves 
transport their rubber thither. But in 1925 
the supremacy of the Singapore mills was 
attacked by the establishment of the Rubber 
Unie with its local mills at the principal centres. 
The Rubber Unie was promoted chiefly by the 
Dutch shipping companies who washed to pre
vent the native rubber going to Singapore, 
mostly in Chinese steamers, and thence, after 
remiLhng, in British instead of Dutch bottoms 
to Europe and America. The N.E.I. Govern
ment, however, was keenly interested on the 
same grounds for national reasons, and when 
certain foreign interests threatened to enter the 
local remiUing business, legislation was enacted 
providing that they must have a Government 
hcence, on the ground that otherwise excessive 
capacity might be installed. The Rubber Unie, 
however, has had a somewhat stormy and difii- 
cult career. Its inevitable and perhaps some
what excessive overhead costs made competi
tion with the Chinese dealers most difficult. 
Further, the Chinese mills buy their rubber, mill 
it, and then sell i t ; in other words, they are 
prepared to take a speculative position, and this 
aids the Chinese dealers who in turn do 
not object to some element of speculation 
in their o\sm operations. The Rubber Unie, 
however, adopted the policy of selling in 
New York, and then buying in sufficient 
quantity to cover themselves. But this 
meant a definite limitation of its buying price, 
and by indulging in a little speculation the 
Chinese dealers often starved the Rubber Unie 
mills of supplies. In 1926 several of the mills
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were closed down, and it seemed that the whole 
concern was on the verge of disaster. A  drastic 
reorganisation was however put in hand, and at 
the end of 1929 the prospects appeared more 
hopeful. But judging by the absence of any 
proportionate increase in the N .E.L exports of 
remilled rubber, the Unie has riot yet been able 
to make much headway against its Chinese
competitors.

The way is now clear for a quantitative 
study of the subject. For present purposes 
this can be confined to two issues, first the 
potential capacity for production, and secondly 
the probable actual production at different price 
levels, both of course in relation to specific 
dates, m i l e  easy to formulate, these problems 
are, in quite different ways, most difhcult of 
solution, and it may be said here and now that 
such answers as can yet be given should be 
regarded as subject to a very considerable mar
gin of possible error, especially in the case of 
actual production, as the experts on the subject 
would be the first to admit, even though at the 
moment there is tolerable agreement between 
them. The potential capacity will be considered
first.

The earliest definite estimate of the future 
production of Dutch native rubber as a whole * 
appears to have been made by Dr. Rutgers, the 
Director of Agriculture in the N.E.I., in his 
lecture at Amsterdam in November 1925. His 
forecast that unless the price went below is . per 
lb., the output in 1930 would be double that of 
1925, and therefore not less than 150,000 tons, 
has already been quoted. The final report of 
the Dutch Native Rubber Investigation Com
mittee, issued at the end of 1926, concluded that 
the area planted since 1922-23 was already 
between two and three times the area planted 
before that date {i.e. the area not yet in bearing 
as compared with the area already in bearing), 
that the actual production of 1925 and 1926 
was very near the full potential production at 
that time, that owing to the absence of planting 
in 1920 and 1921 the output would not show 
any appreciable increase in i927,f but that from 
1928 there would be a continuous and very con
siderable increase, and that the production of 
200,000 tons in the future was “  not impossible."

The Dutch are perhaps by nature of a 
cautious disposition, and in addition the more 
cynically-minded observer may point out that 
it was not to their advantage in 1926 to blast 
the already waning British faith in restriction

•  2.e. apart from estim ates for particular areas made by the  
investigators of the Dutch Committee during the spring and 
summer of 1926*

t  Actually the exports in 1927 amounted to 20,000 tons 
more, but these export figures include an unknown am ount of 
smuggled rubber, and the increase was probably not more than  
about 10,000 tons.

by forecasts of a more sensational nature than 
was compatible with the facts revealed. Most 
probably, however, these estimates were made 
in perfect good faith ; it was hard enough for 
any one at the time to credit the idea of even 
200,000 tons, and London could not get that far. 
It is now virtually certain that these Dutch 
estimates were too low, but their practical 
significance was the same as if they had been 
much higher. The necessary correction was 
made by Dr. Whitford in his first report, pub
lished in the autumn of 1928. He followed the 
Dutch Investigators in tackling the problem by 
attempting to estimate the proportions of old 
rubber {t.e. planted before 1922) and of new 
rubber {i.e. planted since 1922), and then apply
ing this proportion to the estimated potential 
output of the old area, rather than by any direct 
estimate of the planted acreage and the average 
yield per acre. The only alternative is to 
estimate the average yield per acre and the 
potential capacity of the old area, thus arriving 
at an estimate of the acreage of the old area, and 
then multiplying this by the estimated propor
tion between the old and the new plantings in 
order to arrive at the acreage of the new area, 
and so at its potential capacity. This was 
the method adopted by Messrs. Tayler and 
Stephens, but it is really essentially the same 
as Dr. Whitford employed, so far as potential 
capacity is concerned, and the estimates of acre
age depend upon the average yield per acre, 
which is a most difficult matter to ascertain 
during a short visit, as Messrs. Tayler and 
Stephens openly admit. Doubtless it is desirable 
to have some idea of the acreage old and 
new, and of the yield per acre, but after all what 
chiefly matters is the total potential capacity. 
Dr. W iitford does give estimates of acreage and 
yield, but as he particularly points out, these 
may be quite erroneous without in any way 
falsifying his estimates of potential capacity.

Dr. AAffiitford's estimate of the potential pro
duction of Dutch native rubber in 1935 was
350.000 tons, and in his second report (issued 
December 1929) this figure is unaltered. He 
put the potential capacity in 1927 at 100,000 
tons, and his fundamental estimate is that the 
new area was three times the old area, i.e. the 
area in bearing in 1927, This means a produc
tion of 300,000 tons from the new area, and to 
this is added 50,000 tons for the old area, the 
capacity of which is expected to decline rapidly 
after about 1931. Messrs. Tayler and Stephens 
estimate that between 1935 and 1937 the 
potential production " might total as much as
300.000 tons." Bearing in mind that these 
estimates are essentially rough approximations 
only, there is little disagreement as to the
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general order of magnitude. It seems tolerably 
certain that the Dutch native industry will be 
physically capable of producing 300-350,000 
tons of rubber by 1935. There is also general 
agreement that the increase of potential 
capacity becomes very marked between 1931 
and 1933, when the heavy plantings of 1925 and 
1926 reach peak production.

As regards the total acreage and yield per 
acre, however, these investigators differ very 
greatly. Dr. Whitford in his first report in
clined to the view that the average yield per 
acre was about 440 lbs., and therefore put the 
total planted acreage at about 2,000,000 acres. 
In his second report he revised the average 
yield figure, as the result of further investi
gation, to 560 lbs. per acre, and he therefore 
reduced his estimate of the total planted area to 
1,600,000 acres. Messrs. Tayler and Stephens 
assume that the average yield was not less then 
700 lbs. per acre— '' the lowest figure com
patible with our investigations ” — and there
fore calculate the total planted area at 1,050,000 
acres. It is clear, therefore, that there is as yet 
no certainty whatever as to the normal average 
yield per acre, or as to the planted area, but as 
has been said, the really important fact is the 
potential capacity, and on this there is sufficient 
agreement for all practical purposes.

Our second quantitative problem, namely, 
the actual output to be expected at different 
prices, is perhaps even more difficult because, 
as has already been described, it involves a 
large number of highly variable factors, many 
of which are not susceptible to accurate evalua
tion even at any given moment of time. Sum
ming up his judgments on all the factors in
volved and the evidence available, Dr. Whitford 
in his first report considered that up to 1932 the 
local supplies of labour without outside help 
would produce 90 per cent, of the potential 
capacity (which he reckoned would have 
amounted to about 306,000 tons in the year 
named) if the New York price were maintained 
between 20 and 30 cents per lb., i.e. a London 
price of say lod. to is. 34̂ . After 1932 he con
sidered that outside help would be required, 
and that a price of at least 30 cents., or say 
IS . ^d., would be necessary to stimulate immi
gration to the extent necessary to produce 90 
per cent, of the potential capacity, which would 
reach 350,000 tons in 1935. In his second 
report Dr. Whitford was less definite. He is 
clear that to harvest the full potential capacity 
in 1935 outside labour will be required in most 
districts, unless the competition for labour by 
other products, such as coffee and pepper, is 
relatively weak, but in his second investigation 
he appears to have been impressed by evidence

that the percentage of the new area owned by 
families whose rubber gardens are not usually 
larger than the members of the families can tap. 
is larger than the corresponding percentage of 
the old area. Hence he confirms the proposi
tion in his first report that even with very low 
prices the actual output will not fall below 50 
per cent, of the potential output at any time, 
but for the rest he will not go beyond the vague 
conclusion that should the price of rubber be 
low, the indigenous labour would fall short of 
producing the total estimated potential capacity 
of 350,000 tons by 1935. With more attractive 
prices enough outside labour might be obtained 
to produce much nearer the potential capacity."

Messrs. Tayler and Stephens' conclusions 
are both frank and summary : “  It is impossible 
to suggest any scale of probable outputs corre
lative to varying prices of rubber. But the 
evidence collected points to the outputs 
approaching the potential with a price of is. 6d. 
per lb." The Dutch experts have been even 
more guarded ; in July 1929 * they w’ould only 
commit themselves to the view that "  at a con
stant price of is. the population will tap as 
much as possible," adding, however, that 
"  potential production is not quite obtained ’ ’ 
owing to shortage of local labour. Attention 
may, however, be drawn to the use of the pre
sent tense in the latter quotation, for this sug
gests that the available supply of local labour 
was not even adequate to realise the full 
potential output of 1929; if this is true, it 
would be entirely inadequate to realise the 
greatly increased potential output from 1931 
onwards.

My own inquiries in Java during the spring 
of 1930 convinced me that the best informed 
Dutch opinion is unanimous in viewing the 
problem in terms of the price level required to 
stimulate sufficient immigration into the rubber 
districts from other districts in Sumatra and 
Borneo, and from Java itself, particularly the 
latter ; they discount the idea that,*even allow
ing for the natural growth of population, the 
local supplies of labour are adequate to produce 
much more than half the potential production 
from 1931 onwards. I therefore conclude, though 
with much hesitation, that probably Dr. AMrit- 
ford has an exaggerated idea of the available 
supplies of local labour, taking the rubber pro
ducing areas as a whole. He is veiy' likely right 
in insisting that even with very low prices the 
actual output will not fall below 5 p cent, 
of the potential output, though it ma}'' be 
wondered whether even he envisaged a London

• See Third Report of Native Rubber by A. Luytj^s, e ^
_ 1 ■ ̂  ̂  ^ rS 4̂  Ad 9* ^  AD f 110The report was probably written earlier in the year, when tJio 
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price of 4(f. when lie wrote his second report in 
the autumn of 1929- it involves no con
tradiction of this proposition to maintain that 
not much more than 50 per cent, will be realised 
unless and until the price rises very sub
stantially. Assuming the validity of the general 
order of the magnitude of the potential 
capacity, hired tapping labour will be required 
to harvest much more than 50 per cent, of the 
potential capacity which is now just beginning 
to increase so greatly. The crucial question, 
as was pointed out in our qualitative study, is 
the price required to attract hired tapping 
labour. My inquiries in Java led me to believe 
that in the general economic conditions then 
prevailing (February 1930) little or no hired 
tapping would begin again unless and until the 
London price rose to is. and stayed there for 
some months. Below is., therefore, it then 
seemed extremely doubtful whether the output 
of Dutch native rubber would rise much above 
120,000 tons in the next two years, and beyond 
about 150,000 tons even in 1935- W ith prices 
at IS., a greater proportion of the potential out
put would be realised, and at prices between 
IS. 3 .̂ and is. 6d. the potential output would 
be nearly attained. This idea of the price 
required for the full potential output corre
sponded roughly with Dr. WTiitford’s first con
clusions and with Messrs. Tayler and Stephens, 
but I differed from the former in believing with 
the Dutch that he over-estimated the output 
obtainable at a price of say gd. to is., while 
the brevity of Messrs. Tayler and Stephens’ 
summary may be criticised as minimising 
the probable output between is. and is. 6d., 
even though this is to a large extent corrected 
by a careful reading of their report as a 
whole.

These conclusions, however, relate, as has 
been said, to the general economic conditions 
in the N.E.L last spring. During the past 
twelve months the position has changed greatly, 
and almost universally for the worse. The 
prices of all plantation products have fallen

heavily, and as the result of economies in the 
employment of labour, the general level of 
wages'has been reduced so that apparently the 
native can no longer reckon on making his 
guilder a day in Java. The fall in prices has 
also affected most native products, and the 
normal pressure of the population on the means 
of subsistence appears to have been consider
ably intensified. On the other hand, the fall in 
prices has of course greatly reduced the pros
pects of securing remunerative employment by 
emigrating to Sumatra or Borneo, and at the 
moment the natives everywhere have only the 
recourse of, in the white man’s phrase, tighten
ing their belts. If, however, the price of rubber 
were to rise substantially, while the prices of all 
other products were to remain near their present 
low level, and general economic conditions in 
Java remained depressed, migration within 
Sumatra and Borneo, and immigration from 
Java, would probably commence on an appre
ciable scale, and it might be that a price of gi/. 
to lOti. for. rubber would call out a volume of 
production which would not have been realised 
below a price of is. or even higher a year or so 
ago. Such a one-sided development of con
ditions is not perhaps very likely, but it is 
not impossible, and therefore the conclusions 
reached above in respect of normal probabilities 
must be qualified to this extent.

The main object in making this survey of 
the Dutch native industry has been to furnish 
the data necessary to estimate its economic 
significance, now and in the near future, in 
relation to the world’s rubber supply, and par
ticularly its role as an actual and potential com
petitor with the European plantation industry. 
It must, therefore, be repeated that no com
prehensive detailed survey has been attempted, 
and that the risk involved in such generali
sations as have been made above is recog
nised as justifiable only, if at all, in order 
to bring out clearly the essential features and 
factors relevant to the consideration of these 
two broad problems in the next section.
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-THE AFTERM ATH OF RESTRICTION, THE PRESENT AND THE FUTURE.

On November i, 1928, British producers 
became free from the bonds, or as some felt, the 
supporting bands, of restriction and Govern
ment regulation, but even to those who took 
the former view, the prospect, both near and 
far, must have seemed about as gloomy and 
hopeless as it does to most ex-prisoners. For
tunately, perhaps, the full realisation of the 
fundamentally critical position * of the planta
tion industry in general, and of the British 
section of that industry in particular, as it 
appeared at that time, was confined to the com
paratively few persons who were in a position 
to look beyond the immediate future. The 
vast mass of British rubber shareholders, and 
the man in the street, saw little further than the 
next six months, and that seemed bad enough. 
While consumption seemed to have resumed a 
rapid rate of expansion during the autumn, and 
while stocks in consuming countries had every
where been reduced to the lowest possible level, 
yet both estates and small-holders had resumed 
full production as quickly as possible during the 
summer, and huge quantities had been accumu
lated for shipment from November i  onwards; 
the price was but a little over 8^d., and it 
seemed likely that the supplies released on 
November i  would be more than adequate for 
all requirements. Restriction had apparently 
left the price but little better in relation to costs 
of production than it found it, and altogether 
the outlook for 1929 was most unsatisfactory. 
But beyond that, if the average shareholder 
projected his thoughts so far, the situation did 
not seem to him altogether devoid of hope, for 
though he realised that there had been a good 
deal of new planting in the N.E.I., world con
sumption might be expected to out-balance that 
and more, especially with American prosperity 
apparently firmly in the saddle and quickening 
the pace daily. Eventually there would be 
room for everybody at prices of is. 6d., and 
meantime all that was necessary was to show a 
little British bull-dog tenacity during a tem
porary crisis. It was on this further outlook, 
however, that the experts knew better, even 
though they may have kept their dismay more 
or less to themselves. Their realisation of the 
apparent impasse with which the plantation 
industry was faced may not perhaps have been 
complete so early as November i, 1928, for the 
truth about the Dutch native rubber situation 
met with a great deal of scornful disbelief and 
hardness of heart in London even at this

* No reference to tlio present slump is here intended ; that 
was not foreseen by any one in 1928. The reference is simply 
to the apparent impasse now about to bo discussed.

time, though the Dutch planters were com
pletely converted and correspondingly fear
ful. But many British as well as Dutch 
leaders of the industry appreciated the 
essentials of the situation sufficiently well 
in November 1928 to make excusable any slight 
anachronism in the following summary of the 
position, as it appeared in the winter of 1928-29. 
Though subsequent developments were to alter 
radically the outlook as it then appeared, the 
changes thus brought about cannot be fully and 
properly appreciated without an understand
ing of what was changed. Stress must be laid 
upon the point that this summary refers to 
1928, and is not a summary of the position as 
appears to-day in 1931.

Full production was resumed after April 
1928 more or less as fast as the necessary labour 
force could be procured; it does not appear 
that the members of the R.G.A. paid much 
heed to the official exhortations of their leaders 
on the undesirability of accumulating large 
stocks against November i. Many estate 
managers in Malaya were surprised at the un
expectedly large yields of their trees, but this 
was almost universally attributed to “ flush- 
production ”  following the enforced resting 
which restriction had entailed. On the as
sumption that these high yields would be 
temporary only, average costs were believed to 
be about gd. Mr. Ormsby Gore, in the report * 
of his official visit to Malaya, Ceylon, and Java 
during 1928, gathered from discussions in 
Malaya that a few large estates could produce 
at 6d. per lb., but the majority’s costs were 
between yd. and gd. at 100 per cent, output; 
he is here referring to f.o.b. costs only. An 
average of gd. for “ all-in costs ” may perhaps 
be on the low side, and is certainly not above 
the beliefs current in 1928 as to what long- 
period normal costs would prove to be when the 
flush production was over. In comparison with 
European estates, the Asiatic estates could cer
tainly produce much more cheaply, and though 
the life of their trees might be shorter, that was 
a factor in the comparatively remote future. 
As regards the much more important small
holdings production, the natives were obtaining 
yields per acre far above those on most Euro
pean estates ; partly this too was flush produc
tion, but nearly all European planters were con
vinced even in 1928, that the small-holder was 
over-tapping, and that ultimately he would run 
short of bark, though owing to the restriction 
period he was starting with a good supply, and
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therefore a very heavy output must be expected
to continue for some time.

Clearly the European estates were con-- 
fronted with a serious competition within 
Malaya, but this was relatively unimportant 
compared to their position vis-a-vis the Dutch 
estates in Java, Mr. Ormsby Gore put the 
average costs of these latter on an f.o,b, basis 
as between j[d. and 5̂ -̂ Subsequent infor
mation suggests that these figures were perhaps 
on the low side, and that the average “ all-m 
cost ” was not below- 6d., but even so the 
difference as compared to the current estimates 
of average costs in Malaya remains formidable. 
In 1922 average costs in Java were probably 
higher tlian in Malaya ; by 1928 the position 
had been reversed,* while the total output 
of these Dutch estates had been nearly 
doubled. In the main, the reduction of costs in 
Java had resulted from increased yields per 
acre w-hich had been brought about b y  more 
scientific methods of cultivation and tapping, 
while the more recently planted areas had 
benefited by the use of better planting material. 
The only difficulty from the point of view of the 
Dutch estates versus Malaya, was that they 
were enjoying no temporary flush production, 
since their trees had received no enforced rest
ing during the preceding years.

The competition of the Dutch estates with 
the British estates in Malaya, still less the com
petition between the latter and the small
holders in Malaya, was how^ever of quite minor 
importance compared to the apparent menace 
of the potential Dutch native production within 
the next few- years. In 1922 the output of 
Dutch native rubber was not more than 20,000 
tons dry-weight; in 1928 it was 89,000 tons, 
and it had been up to 100,000 tons in 1927, 
though in that year a substantial amount must 
be deducted on account of rubber smuggled 
from the restriction area to Dutch territory, and 
then exported back to Singapore.f This 
80,000-90,000 tons had come almost entirely 
from pre-restriction plantings, and from that 
source there was little likehhood of any further 
substantial increase. The menace lay in the 
enormous acreage planted during the restriction 
period. The Dutch experts considered that by 
1935 the potential output would be not less than 
tw-ice, and not more than thrice, the output of 
1928, or say between 200,000 and 300,000 tons. 
Dr. Whitford, who had been sent out by the

* A comparison of average costs in two countries is even  
more difficult than the calculation of avorago costs in  each 
country separately, and too much attention should not bo paid 
to  the figures given, though the general proposition is valid  
enough on the assumption th at normal costs in Malaya wore 
about 9d.

t  Probably there was some rubber so smuggled in 1928 also, 
but it  would not be very much in that year.

Rubber Association of America in the autumn 
of 1928, was shortly to report an estimate of 
350,000 tons. There could be no certainty as 
to the exact figure, but there was little doubt 
that the potential production of Dutch native 
rubber was so large as almost to take care by 
itself of any probable increase in the world's 
demand for many years, while in the next two 
or three years the potential production would 
add considerably to the excess supplies which 
were in sight from other sources. Much, 
however, depended on whether this potential 
production would be realised. This again was 
a. problem incapable of exact solution, but the 
conclusions of the Dutch Investigation Com
mittee, shortly to be confirmed in general by 
Dr. Whitford, was that a London price of is., or 
a little over, w-ould be sufficient to draw out the 
greater part of the potential supply. Here lay 
the crux of the problem from the point of view 
of Malaya, and also, with modifications, 
of Ceylon. If average estate costs were 
in the re^on of <)d. to lod., the price would 
have to rise above is. before any reasonable 
profits could be reaped, and it would have to 
rise considerably higher still before new plant
ing on any large scale would be undertaken. 
The plantation industry was in a cleft stick ; 
with prices below is. the potential output of 
Dutch native rubber could be kept shut in, but 
estates would make quite inadequate profits ; 
with prices above is., estates would be in a 
profitable position, but the resulting output of 
Dutch native rubber would probably make it 
impossible to maintain prices at that level, for 
the experts were agreed that though tapping 
would not begin on the requisite scale so long 
as prices remained under is., yet, once started, 
it would probably continue for a long time even 
if the price dropped back again to a much lower 
level. In any case, there seemed no hope of 
maintaining the price at a level which would 
stimulate new planting by European estates, 
and even if such a price level was realised, it 
would probably result in a greater stimulus to 
Dutch native planting than to planting by 
estates. The Dutch estates were essentially in 
the same position, though their supposedly 
lower costs meant that the cleft was a little 
wider in their case. The real issue was not 
between British and Dutch estates, but between 
the European plantation industry as a system 
or instrument of production and the native. 
Whatever the minor errors in his summary, 
Mr. Ormsby Gore was quite correct in his 
realisation of the central fact that in 1928 it 
seemed that rubber production might “  quite 
conceivably follow the example of the coconut 
industry, and become a predominantly native
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crop," * and that the only justification for the 
plantation system is " the application of 
greater intelligence and skill than the native 
can reasonably be expected to acquire " ; hence 
the great stress which he laid on the import
ance of research work, etc., by the plantation 
industry.

The outlook from the point of view of the 
Malayan estates was indeed as bad or worse in 
the long run as in the short. While emphasis 
has been laid on the factor of Dutch native 
rubber, the situation was greatly complicated 
by the native production within Malaya itself, 
with its similar absence of overhead costs, and of 
elaborate labour code, and with almost no limit 
to the economies which the native owners might 
make in their standard of living. For, unlike 
the Dutch native, the Malay small-holder has 
few other sources to which he can turn for a 
cash income, and therefore he would continue 
production at prices which would have ceased 
to attract the Dutch emigrant labour required to 
supplement the labour of the resident owners if 
full potential production were to be achieved. 
The only chance for estates seemed to be to 
discover and adopt a greatly improved technique 
of production, and so regain some part of the 
lead which they had once enjoyed.

Such was the outlook at the end of 1928. 
During the year 1929, however, restriction was 
to present the plantation industry with a quite 
unexpected aftermath of such a nature as 
materially to alter this outlook in various ways. 
The dictionary defines the word " aftermath " 
as a second crop of grass in a season," and this 
very aptly describes what happened. The 
harvest of restriction, such as it was, had been 
reaped, but there was to be an aftermath, and 
one of far greater importance than the harvest 
itself. The export figures for November and 
December 1928, and to a lesser extent for 
January 1929, were of course swollen by the 
stocks which had been accumulated in prepara
tion for the removal of restriction' on Novem
ber I , but as the subsequent months passed by, 
there was no such decline as had been anti
cipated, and if allowance be made for the effects 
of wintering, the shipments of Malayan pro
duced rubber settled down at a level of about
38.000 tons a month. This was enormously 
more than had been anticipated. The highest 
standard production of the restriction period, 
that for the restriction year 1926-27, had been
335.000 tons, and the general estimate for 
Malayan production in 1929 was in the neigh
bourhood of 350,000 tons, i.e. an average rate 
of under 30,000 tons a month. Throughout the

• As Mr. Bluett^ the British Commerciul Secretary at 
Batavia, had realised four years previously.

summer of 1929, the explanation commonly 
given in London was in terms of " flush pro
duction " after the enforced resting during the 
restriction period. But past experience pointed 
to the conclusion that such flush production 
never lasted more than three or four months,* 
and by the autumn of 1929, nearly all estates 
had been on full normal production for at least 
a year. The production f of Malaya eventually 
totalled no less than 440,000 tons. Of this 
total, estates over 100 acres produced approxi
mately 240,000 tons as against a standard pro
duction of 200,000 tons in 1926-27. This was 
a considerable increase, but it was nothing to 
the increase in the small-holdings production, 
which totalled 200,000 tons in 1929 as com
pared with a standard production of 125,000 
tons in 1926-27, the year of highest assessment. 
Other countries, with the partial exception of 
Ceylon, showed no appreciable increase above 
expectations, but if they had, the discomfiture 
of the statistical prophets could hardly have 
been much greater.

B y the end of 1929 the real significance and 
the true nature of this great increase in the out
put of Malaya were alike beginning to be under
stood. All explanations in terms of flush 
production had worn extremely thin as month 
after month the shipments showed little or no 
reduction. Gradually came the conviction that 
there had come about a more or less genuine and 
permanent increase in normal jdelds per acre. 
So far as estates were concerned, this increased 
yield was a more or less direct aftermath of 
restriction. During that period, and especially 
during the last three years, most estates at one 
time or another had a reserve of labour in order 
to be able promptly to meet any increase in the 
percentage exportable. This labour was em
ployed in cultivation,t e.g. bunding, construc
tion of silt pits, aeration drains, etc., the im
portance of which had every\vhere begun to be 
realised. The enforced resting gave the trees 
an opportunity to benefit fully from these 
improved methods of cultivation, and the com
bined result was not mere recuperation, but in 
a sense the making of new trees. At the same 
time much experimentation in tapping methods, 
and in the organisation of tapping, was being 
carried out, and had been brought to fruition 
by 1928. Thus the introduction of periodic 
tapping, e.g. on A B C or A B C D systems, the 
reduction in the task of the individual tapper, 
and the consequent performance of the actual

• Many autborites would stty six or eight months, but Uie 
shorter period coincides with the views commonly expressed by
plantation managers in Malaya. . , , .

t  The net exports were higher but mcluded some stocks
carried over from 1928. v j

t  On the negative side, so to speak, the abandonment of
clean weeding was a great step forward.
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great increaK «’ • jnei

nt on/causes.
“ ards the even

a®
there had been no

S ; S ' l a T r > W
siderable aUowance must
before any genuine 
conceded- But the _ 
explained entirely m this r 
it is reasonable to suppose tJ
spread copying and adopt 
practices, especially the grea 
on the actual operation of t 
some attempts at drainage, 
made for some permanent iu 
capadty. There remains th 
how far the result involved c 
is a too rapid consumption 
sufficient time for renewal 
already been said on this gei 
1929 a certain proportion of 
were without much doubt ov 
B doubthil whether this pn

T a p p i n g ,  w ere: 
^  witribntion to 

be reiterated onre

tte  n ib b e r ^ f e  “ “ ditioffi

even VeVfinha.n.. ^  ÔQgh ifc '
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tapping earlier in the morning, were three most 
beneficial changes among many, and these new 
practices further assisted not merely towards 
flush production, but the maintenance of the 
new life and vitality which the resting and the 
improved cultivation during restriction had 
conferred upon the trees. Thus, while it would 
be idle to deny that specially favourable 
climatic conditions during the year, or other 
undiagnosed temporary causes, may have con
tributed to some small extent towards this 
great increase of yield, in the main it unques
tionably is of a permanent nature, due to the
above-mentioned causes.

As regards the even greater increase in 
small-holdings, the tale is rather different. In 
the first place, there is no doubt that on the 
standard of what would have been produced if 
there had been no restriction, the small-holders 
were very much under-assessed, at any rate 
during the later years of restriction, and a con
siderable allowance must be made on this score 
before any genuine increase in yields can be 
conceded. But the increase is too great to be 
explained entirely in this way, and therefore 
it is reasonable to suppose that the more wide
spread copying and adoption of European 
practices, especially the greater care bestowed 
on the actual operation of tapping, and even 
some attempts at drainage, etc., may have 
made for some permanent increase in yielding 
capacity. There remains the question as to 
how far the result involved over-tapping, that 
is a too rapid consumption of bark to allow 
sufficient time for renewal. A  good deal has 
already  ̂ been said on this general subject. In 
1929 a certain proportion of the small-holders 
were without much doubt over-tapping, but it 
is doubtful whether this proportion, and the 
degree of over-tapping, were sufficient to make 
any material contribution to the total output. 
It must be reiterated once more that bark 
renewal is undoubtedly more rapid on small
holdings than on the average estate, that the 
native will tap bark which is too thin to be 
tapped according to estate standards, and that 
under the physical conditions of small-holdings 
the rubber tree will stand a great deal of rough 
treatment for a period of years rather than 
months, even though its ultimate life may 
eventually prove to be shorter than the life of 
trees on European estates. In the early spring 
of 1930, the general opinion of European planters 
was that there would be a big fall in the output 
from small-holdings before the end of that year, 
but Government officials and other persons 
who have studied the native industry with care 
and with an open mind, were doubtful as to the 
validity of this conclusion, and some were ex

pressing the view that the native would con
tinue to make his trees yield at the current high 
rate for a much longer period.* The decline in 
prices during 1930 has, however, very con
siderably changed the position ; whereas the 
output of native holdings has been maintained 
during 1930, there seems little doubt that the 
native has been tapping more heavily than in 
1929, and on the assumption that even by 
native standards this heavy tapping amounts 
to really serious over-tapping, there may be a 
considerable decline within the next few 
months. The validity of that assumption, 
however, remains to be proved ; the native may 
be killing his trees, but while they are alive, he 
may succeed in obtaining nearly the recent rate 
of yield, and it may take five or ten years to kill 
them, even temporarily !

To return to the estates, the causes of the 
aftermath of restriction have been explained, 
but it remains to consider its significance. The 
result on costs of production has been little 
short of revolutionary. The mere increase in 
the total output meant that over-head costs 
per lb. of rubber produced were very con
siderably reduced. But this increased output 
was obtained not by tapping all the trees on the 
estate more or less regularly and continuously, 
but only a proportion, for on an A B C system, 
for example, one-third of the estate is always 
resting. This means a still higher yield per acre 
actually being tapped, and therefore a large 
reduction in the direct costs of tapping, though 
not so large as it would have been if the in
dividual tapper’s task had not been greatly 
reduced, as has in general been the case. The 
combined result of all the altered conditions is 
that average normal “  all-in costs ”  to-day {i.e. 
allowing for proper expenditure on cultivation, 
upkeep, etc.) are probably under 6d. per lb. 
The data for any mathematical calculation of 
such an average are almost completely lacking 
though inferences can be drawn, with suitable 
modifications, from the cost statistics of which 
many companies have now resumed publi
cation. It- may well be that the average is 
really nearer 5S., for there are many estates, 
most of them far above the average size, whose 
normal costs are probably under At the
other end of the scale there are a few estates 
whose normal costs are yd. or over, but these 
are old estates whose soil or trees have been 
irretrievably ruined by the malpractices of the 
early days, or whose site was badly chosen in

* Seo, for oxamplo, the com m ents of Mr. Gordon Carrie on the  
ofhcia) statistics.

t  The great difficulty in estim ating normal costs is to deter- 
mine the extent to which actual costs a t the present tim e 
represent economies which can only be temporary, e.g. reduced 
wage bills and temporary economies in upkeep, etc.
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the first place. As a general working proposi
tion, it may be concluded that the full normal 
costs of at least 85-90 per cent, of the output of 
Malayan estates would now be covered at a 
price of 6d.

The aftermath of restriction, therefore, 
brought down Malayan estate costs to the same 
sort of level as the costs of the Dutch estates 
in Java.* The supposedly great difference 
in 1928 was really fictitious. All that had 
happened was that in Java the effects of the 
advance in productive technique had been 
realised steadily and visibly, whereas in Malaya 
restriction had concealed this advance, and 
dammed up the effects, so that they burst 
through in visible and accumulated form as 
soon as restriction was removed. But a still 
more important result was the entirely altered 
appearance of the European estate versus the 
Dutch native as a system of rubber production. 
A reasonable capitalisation of existing estates 
would be in the region of £60 per acre, and 
the average yield may be taken at 400 lbs. per 
acre. On this basis and with “  all-in "  costs 
at 6d., a price of ij\d . would be necessary to 
give a return of 15 per cent, on the capital, 
and if this is considered unnecessarily high, 
a price of ^\d. to rod. would suffice for a 
return of 10 per cent. But it must be remem
bered that many estates have unplanted reserve 
areas, and these extensions can be planted up 
at a much smaller capital cost, say from £20-40 
per acre. Further, such extensions can to-day 
be planted with material yielding at least twice 
the 400 lbs. per acre which is the basis of the 
above calculation, and with these larger yields 
the costs of production would be lower. Hence 
a price level of <̂ d. to lod. would be a more than 
ample stimulus to the planting of extensions, 
and would give a satisfactory profit to even the 
marginal producers. But the total unplanted 
reserve lands will not for long enable production 
to expand sufficiently to meet the probable in
crease in consumption; f  new estates will have 
to be established in the more imdeveloped 
territories. This is much more costly than 
the planting-up of extensions ; it would 
probably cost £70-80 per acre, or, with interest 
during the development period, perhaps as 
much as £100 per acre. Nevertheless, planted 
with material yielding 800 lbs. per acre, the

• Tlie costs of estates in Sumatra are higher, mainly on 
account of high labour costs, but tlie nature of the technical 
progress wa.s essentially the same as in Java.

t  Dr. G. Rae, in the discussion on his paper published in the 
bulletin of the R.G.A., February. 1931, estimated the unplanled 
area of estates in Malaya to bo about 25 per cent, of the present 
planted area; in Ceylon to be rather less than tliis proportion ;
ajid in the N .E.I. to exceed the present planted area by a con* 
siderablo margin. Ho adds, however, that “ some of the
unphuitod area of estates is not suitable for rubber planting.”

all-in costs would not exceed $d. at the outside, 
while to pay 15 per cent, on the capital would 
require another ^\d. Thus a price level of 
9̂ .̂ to lo i. should afford an ample stimulus even 
to the extensive planting of completely new 
estates. These calculations certainly do not 
err on the low side ; an average price level of 
qd. to I0̂ .̂ will be quite satisfactory from the 
producers' point of view.

From the point of view of the estate in
dustry, therefore, there is now no need for 
prices to rise as high as is., and in 1928, and 
even in 1929, the general opinion of the experts 
was that there would be only a comparatively 
small increase in the Dutch native production 
so long as the price remained below that figure. 
To-day, at we hope the lowest point of a world 
slump, conditions in the N.E.I., as ever57where 
else, have changed considerably; wages in Java 
are said to have been reduced, opportunities for 
normal employment have become less, and, on 
the other side of the problem, rice is cheap, and 
the native owners are willing to give tappers 
on the bagi-dua system two-thirds and more 
instead of the customary half share. If one 
could conceive of these conditions remaining 
as they are, and the price of rubber rising to 
zod., it seems quite possible that the Dutch 
native output would increase substantially. But 
this is a remote possibility, and there is little to 
suggest that when the world depression passes, 
the native emigrant wage-earner will find 
rubber-tapping a sufficiently attractive pro
position so long as the London price remains 
below IS . The menace of the vast native 
rubber areas of Sumatra, Borneo, etc., is a 
menace to the existence of the European in
dustry no longer ; it remains a most important 
factor, especially in respect of the future exten
sion of the plantation industry-— a matter which 
will shortly be considered— but there is now no 
prospect that ‘ ‘ rubber will go native. ”  On the 
contrar>% the j êar 1929 completely reversed the 
situation, and, so to speak, put the estate sys
tem at least ten years ahead of the native, and 
with every prospect of an eventually complete 
supremacy. The aftermath of restriction was 
of no mean order.

Consideration has been given first of all to 
the long period aspects of the aftermath of 
restriction because of their fundamental im
portance, but the immediate results of such a 
great increase in the supply of rubber must now 
claim attention. This, however, involves a 
consideration of the demand side as well, for the 
surprises of 1929 were not confined to 
Malaya. Mention has already been made in 
another connection of the enormous and totally 
unexpected increase in the world's demand,
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which began in the autumn of 1928 and con
tinued until the autumn of 1929. In 1928 the 
world absorption of crude rubber had totalled 
680,000 tons, an advance of 80,000 tons on 
1927, for most of which increase the U.S.A. was 
responsible. Estimates for 1929 were in the 
neighbourhood of to n s; actually the
figure proved to be no less than 807,000 tons, 
and of the actual increase the U.S.A. was 
responsible for only 30,000 tons. The con
tinued increase of the U.S. demand was some
what unexpected, but the real surprise was the 
increased absorption by Europe. In part the 
increase in Europe and the rest of the world 
probably represented some rebuilding of manu
facturers’ stocks, which had been allowed to fall 
to a minimum in anticipation of huge supplies, 
and consequently ver}  ̂ cheap prices, after 
November i ,  1928, when the accumulated 
stocks in the East would become exportable. 
But by September 1928 the market had more 
or less fulty discounted this possibility, and with 
the daily strengthening of demand, the price 
fell but little further even under the flood of 
exports in November and December. The 
accumulated stocks were easily disposed of, and 
b y January 1929 a definite rise in price was 
beginning,'which culminated in an average of 
just over is. for the month of March. Un
doubtedly the general expectation that the 
shipments from Malaya would fall off as the 
supposed “  flush-production ”  came to an end, 
had a good deal to do with this rapid rise, and 
when the March shipments showed no reduc
tion, there was a relapse to an average of io|-ĉ . 
for April. With the seasonal decline in ship
ments during May and June owing to the effects 
of wintering, prices began to harden again, but 
with rapidly increasing shipments during July, 
August, and September, the downward move
ment was renewed. It was not, however, until 
October that the price averaged below lod., and 
then the Wall Street crash carried it down to 
rather under 8d. Until the late autumn, there
fore, the effects of the huge increase in Malayan 
production were more or less countered b y the 
huge increase in world consumption, and 
though this fell short of world production by 
some 40,000 tons, that amount could com
fortably be added to stocks, which had sunk to 
a relatively low level at the end of 1928. But 
so long as it was believed that the effects of the 
Wall Street crash would be confined to a com
paratively brief “  recession "  of American in
dustrial activity, especially where the auto
mobile was concerned, producers could con
gratulate themselves on a comparatively easy 
escape from the embarrassments which this 
unexpected increase of productivity might have

created in the absence of such satisfactory 
developments on the demand side.

Early in the New Year, however, came the 
realisation that a genuine world-wide depression 
was daily gathering momentum, and producers 
recognised that their position was becoming 
serious, for any large excess of production could 
not now be comfortably added to stocks as had 
been possible in 1929. There was soon much 
talk of artificial measures of one kind or another. 
This eventually materialised into a scheme for a 
stoppage of tapping during the month of May 
by all British * and Dutch estates, pending 
some more permanent arrangement for restrict
ing output. The response from estates was 
extremely good, but the Malayan small-holders 
and the Dutch natives of course continued pro
duction as usual. Even before this curtailment 
could have affected actual supplies, there was a 
sharp break in the price. B y  mid-June the 
realisation that the tapping holiday was a 
totally inadequate remedy, in face of the con
tinued decline in the U.S. absorption and the 
general intensification of the world depression, 
carried the price to a 6d. level.

The May tapping holiday had, however, 
demonstrated the possibility of Dutch co-opera
tion in restrictionist measures ; what had been 
deemed an impossibility had materialised, and 
in some quarters definite hopes were entertained 
that adequate measures might yet be brought 
into operation. The tapping holiday had been 
arranged by a more or less unofficial body, 
known as the Anglo-Dutch Liaison Committee, 
and negotiations were continued until on June 
24 a public statement as to its findings was 
issued by the R.G.A. The main points were as 
follows :

No voluntary restriction scheme can be 
effective.

Without restriction, the industry is 
endangered.
The avoidance of distress requires Govern
ment intervention.
Regulation must include native produc
tion, must be based on gd. per lb. as a 
pivotal price, and must be flexible. 
Details must be agreed on in consulta
tion with representatives of the industry. 

Governments should pro tern, discourage 
extensions to the planted area.

No particular scheme has yet been 
considered.

The R.G.A. implied its approval of restric
tion in principle, but everything depended on

* Ceylon estates co*operated, though only after considerable 
pressure had been brought to boar, for tlio m onth of May is a 
heavy crop month in Ceylon, whereas tho reverse is true of 
Malaya and Java owing to wintering*
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the attitude of the Dutch producers. The 
crucial meeting was held early in July, and while 
a motion in favour of requesting Government 
intervention was carried, the results of the 
voting later showed producers of 25,995 tons 
against, and of only 38,905 tons in favour. 
Although the minority included 11,800 tons 
in American ownership, the existence of a 
relatively substantial Dutch opposition was 
definitely revealed. The market gave up all 
hopes of any positive result, and by mid-July 
the price had reach During August the
decline in price was much slower, but at the 
beginning of September there was a further 
break from a little under ^d. to 4d., and again 
at the end of the month to The first of
these breaks was occasioned by official state
ments following conversations between the 
Governor-General of the N.E.I. and the High 
Commissioner of the Malay States, to the effect 
that neither Government would interfere, and 
that economic factors must be allowed to run 
their course. The second break appears to 
have been due to the further troubles of Wall 
Street at the end of September, but funda
mentally the whole course of prices during 1930 
must be viewed in terms of the inability and/or 
unwillingness of merchants and speculators to 
carry additional stocks, their unwillingness 
varying of course with the current odds on any 
successful restriction movement. To com
plete this sketch of price movements up to the 
end of 1930, it is only necessary to say that 
towards the end of October a sharp recover^' 
to a little under 4\d. occurred, due initially to 
heavy buying by French consumers in antici
pation of the imposition of an import duty. 
Contrary to most expectations, this level was 
more or less maintained for some time after the 
burst of French buying had died away ; this 
was probably due to the inadequate deliveries 
to manufacturers outside the U.S.A. during the 
months of July and August. But with the 
New Year came fresh weakness.

For the purposes of the present study, it has 
not been thought necessary to deal with the 
history of the last two years in any great detail, 
except in reference to the fundamental changes 
which have appeared in the general situation 
on the supply side. Before this study is closed 
with-a few observations as to the future out
look, some comment seems desirable on the 
issue of restriction in 1930. For practical pur
poses, restriction appears now a dead horse so 
far as the rubber industry is concerned, and 
most people to-day consider that horse not 
only dead but buried in a very deep grave. 
This may be true, but it is conceivable that the 
grave may not really be so deep, and minor

miracles still occur even in the twentieth 
century.* (See footnote.) In any case, to 
the student of artificial control the issue 
of restriction in 1930 suggests certain 
points of very considerable theoretical in
terest. As in 1921, the rubber producing 
industry was faced with a temporary but acute 
decline in demand as the result of a world-wide 
trade depression. As in 1921, it cannot be said 
that there is to-day any serious excess of pro
ducing capacity, in comparison with what the 
demand would have been if there had been no 
world depression ; this is on the assumption 
that the Dutch native rubber potential pro
duction can to-day be disregarded, on the 
ground that at prices under is. the 1929 rate of 
output will not be greatly exceeded at least for 
two or three years. The fundamental trouble 
in 1930 was a temporary decline in demand, 
capacity being more or less normal, and as I 
have ar^ ed  elsewhere,! there is no theoretical 
economic objection to artificial control under 
such conditions. Now in actual fact, restric
tion by producers in British territory alone, was 
out of the question in 1930— here lies a differ
ence as compared with 1922— and even with
the co-operation of all estates in the N.E.I., it 
would still have been a somewhat dangerous 
proceeding,! because of the existing and 
potential Dutch native production, any control 
of which is stiU virtually impossible, both on 
physical and political grounds. Suppose, how
ever, that restriction could have been applied 
to the whole of the production of the Middle 
E a s t; restriction versus laissez-faire in 1930 
then becomes a most interesting theoretical 
problem.

* Such a miracle is beiug attempted far sooner than the 
author dreamed ! Only a  few days after the manuscript of this 
memorandum was sent to the printer. Sir George Marwell’s 
proposals appeared, and the Anglo-Dutch Liaison Committee 
has now held another meeting. Whether these renewed 
negotiations will lead to any result, remains to be seen. The 
attitude of the low-cost Dutch producers maj’ have altered as 
the result of a  fourpenny price level, no signs of a recovery in 
demand, and no prospects as yet of any material reduction in 
the Dutch native output. On the other hand, all these 
developments were in  sight last summer, though possibly a 
greater decline in  the Dutch native output was then anticipated. 
The present negotiations may therefore only be a last desperate 
effort by those who have always been in favour of restriction, 
and who have recently been re-heartened by the oflBcial approval 
of restriction in  the cases of tin and sugar, to hope that in its 
financial anxieties, the N.E.I. Government may now be more 
m lling to risk the application of some restrictions on the output 
of native rubber. In what is, from the author’s point of riew, 
an awkward predicament, I have decided to allow the te s t to 
stand as it  w»is originally written, since no real change has yet 
occurred in the economic features of the situation, and therefore 
I see no reason as yet to modify the tentative conclusions 
reached below: at the moment they seem to me to apply 
prospectively os much as retrospectively. (March 21st, 1931.) 

t  Economic Journal, September 1930.
i  On the assumption of a pivotal price not lower than, say 

. As pointed out in Section V, though a price level of Is. is9d
required under what may be termed normal conditions, lOd. 
might be an effective stimulant to the native under to-day s 
economic conditions.
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Let us suppose that production had been 
restricted to 75 per cent.* of capacity until the 
price reached gd.y as the Anglo-Dutch Liaison 
Committee is said to have suggested. At such 
a price level the highest cost producers would 
just about cover their costs on such a restricted 
output, while the low cost producers would 
make quite fair profits. Provided that demand 
revived to normal within say two years, there 
seems little reason to find fault with such a 
scheme, at any rate from the point of view of the 
average and high cost producers. The low cost 
producers would, however, see certain advant
ages in laissez-faire, for above all things they 
desire to stren^hen and increase their competi
tive supremacy over the native producer both 
in Malaya and the N .E.L Under laissez-faire, 
the price might be expected to remain very low 
for a considerable period, since on the one hand 
the sub-normal level of demand will last in all 
probability for a year or eighteen months at the 
least, and on the other hand the high cost con
cerns will not close down without a struggle 
carried to the bitter end. The results would 
not however be confined to this killing off of 
the highest cost estates. The small-holders in 
Malaya would probably have tapped their trees 
to death in an endeavour to maintain their 
incomes, and at the end of, say, two years, they 
would largely cease to be the important source 
of supply which they now constitute.! the 
N.E.I. the native production would tend to 
fall, but with the huge new plantings of the 
restriction period coming into bearing the 
natives would be able to abandon exhausted 
trees for new trees, while the more remote 
areas in bearing are already resting owing to 
the disappearance of their local market,! 
there could be no “  killing of the native in
dustry such as can and may take place in 
Malaya. Nevertheless the Dutch native’s faith 
in rubber as a source of income would be 
greatly shaken. When the demand began to 
revive, there would thus have been a fairly 
drastic pruning of estate capacity and also of 
Malayan native capacity, and in due course the 
demand would almost certainly exceed the 
supply, and prices would rise to a level which 
would afford high profits to the surviving low 
cost ptates, and would make new planting, 
especially with still more improved material than 
isavailable to-day, amost attractive proposition. 
The price might, indeed, rise for a time to a 
level which would attract the Dutch natives to

To be effective within a reasonable period, a  more drastic 
r^trm tion would probably have been required. This conserva
tive figure will, however, suffice for the present argument.

7 A t any rate for a tim e, but a prolonged rest m ight restore 
the position.

i  D utch Report on N ative R ubbei, 1930
(R .6 .A. Bulletm, December 1930).

realise their potential output, though this might 
possibly be less than it is now if only because of 
the excessive tapping during the period of low 
prices. Even this, however, would result in 
little permanent damage to the low cost estates 
and the new plantations, for as the latter came 
into bearing, the price would fall and the native 
would be gradually forced out of production, the 
assumption being that he could not permanently 
compete with rubber at say 6^^.,whichlevelwould 
be reasonably profitable to the estates. 1  hus in 
the long run laissez-faire would appear to have 
certain advantages for the low cost producer 
over restriction. For under restriction there 
would be no pruning of capacity, and no serious 
blow would be struck at the native industry, 
which would remain a dominant factor in the 
situation for perhaps another generaton.

The opposition of the low cost Dutch estates 
to restriction has been more or less openly 
declared on these grounds,* and it may be sur
mised that certain British interests take much 
the same line. From the consumers' point of 
view, restriction has little to commend it. It 
is true that the pruning of capacity which will 
take place under laissez-faire, if the revival of 
demand tarries, m ay result in a somewhat 
serious shortage of supplies when demand 
resumes its normal volume and upward trend. 
But prices cannot remain really high for more 
than a few months, because at is. or over the 
potential Dutch native supply will begin to 
become available, and this constitutes a very 
big protection from the consumers’ point of view. 
Such a rise in price would, moreover, greatly 
stimulate new planting by estates, and in 
due course the normal price would fall lower 
than ever. Under restriction, the consumer 
would lose his present advantage of very cheap 
rubber, such as it is worth, and what is much 
more important from his point of view, new 
planting by estates, and therefore the ultimate 
lowering of marginal costs, would be postponed. 
On balance it seems reasonable to suppose that 
the consumer will gain more under laissez-faire 
by the earlier resumption of new planting than 
he would lose by the relatively high prices 
which may temporarily occur if the mortality 
amongst the high cost producers is on a large 
scale, and therefore that he would gain more 
under laissez-faire than under restriction because 
restriction necessarily involves a delay to new 
planting. Hence, while there is no funda
mental theoretical or general objection to re
striction as a remedy for a temporary decline of 
demand, capacity being normal, there are 
special factors in the rubber situation of 1930 
which suggest that on balance restriction would

* See the F inancia l T im es, A ugust 18, 1930.
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not be in the interests of the consumer, nor in 
the ultimate interests of the producer.

This discussion has to some extent tres
passed on our consideration of the future out
look for the industry, for laissez-faire is the 
actual order of the day.* It will therefore be 
convenient to start by considering the probable 
validity of the forecasts or hopes, which have 
been attributed to the low cost producers in 
explanation of their attitude last summer. In 
the main their anticipations appear correct. 
The truly formidable nature of the world depres
sion, and in particular the state of affairs in the 
U.S., are now even more apparent than six 
months ago, and any significant revival of 
demand imtil well on in 1931 seems most im
probable. It is also becoming more certain 
that even another six months of present prices 
will see a substantial curtailment of estate out
put, and at least an appreciable pruning of 
actual capacity in Malaya if nowhere else. It 
is also dear that the output of Dutch native 
rubber is being slightly reduced, while in all prob
ability the Malayan small-holders are seriously 
over-tapping, and though their output may be 
maintained for many months yet, this will only 
be achieved at the expense of the future. Given 
a fairly drastic pruning of existing productive 
capacity, it also seems clear that when the 
world depression passes, there will be some
thing at least approaching a shortage, for world 
depressions do pass, and rubber is certainly a 
commodity for which the demand is expanding 
and will continue to expand. Those producers 
who survive will without much doubt reap 
fortunes in a few years’ time, for it will be neces
sary to draw substantially on the Dutch native 
potential supplies, and that means a wide 
margin of profit for all estates whose costs are 
in the region of 4d. to 5i7. The really vital 
question is, what will happen then ?

The ultimate interests of the consumer lie 
in the extension of the plantation system of 
production, and not with the native. This im
plies no prejudice against the native, or favour 
towards the interests of European shareholders. 
It is simply that the plantation industry offers 
a better chance of cheap rubber in the future, 
and that alone is in the long run the criterion by 
which the two systems must be judged. The 
plantation system has already shown that it can 
produce rubber profitably at a price of not more 
than gd., and in select cases much less ; more
over, there seems no reason why the plantation 
system should not produce all the world requires 
at such a price. It is extremely doubtful, 
however, whether the native either in Malaya 
or the N.E.I., can continuously produce

* Or so i t  appeared when this was written.

rubber in the requisite quantity, still less 
of the requisite quality, at such a price. But 
though there may be some element of doubt on 
this matter in the present, there can be little 
doubt about the future. Rubber production is 
as yet only on the threshold of a veritable 
revolution in technique. To-day it is possible 
to plant material which can be relied upon to 
give yields of at least 800 lbs. an acre and 
upwards. This figure is roughly double the 
average estate yield to-day, but it almost cer
tainly errs greatly on the low side so far as the 
future is concerned. The selection and propa
gation of strains for bud-grafting, and even the 
art of seed selection, is still in its infancy, and 
no one can foretell the potentialities of the 
planting material which may become available 
within even the next ten years. Similarly, 
further great strides will undoubtedly be made 
in the near future in respect of general culti
vation, particularly manuring. If the native 
cannot compete with his extensive methods of 
cultivation to-day, he will certainly not be able 
to do so in the future, and such scientific culti
vation is not for this generation of natives, 
either in Malaya or in the N.E.I., nor for the 
next. In the former territory, there is little 
more land available in the Malay reservations, 
and replanting as opposed to new planting will 
be necessary; apart from anything else this 
involves a cessation of the native’s income for 
many years, and in general seems a most un
likely development. In the N.E.L, the native 
industry has a less gloomy future, for every 
year the native must clear more jungle for his 
rice crop, and in time he may learn to appreciate 
and utilise the discoveries of science. But the 
native mind does not readily grasp the techni
calities of scientific cultivation, and it will need 
much exhortation from the Chinese dealers and 
shopkeepers to educate his ideas, while even the 
mere physical operation of bud-grafting is no 
child’s play. Moreover, the available supply 
of the best bud-wood will for many years be 
inadequate to meet the demand of the planta
tion industry if any extensive new planting 
develops in the near future. Admittedly in 
time the native may follow where the Euro
pean industry is leading the way, but he is at the 
moment at least ten years behind, and dropping 
further backwards every day, while if the 
advance of technique continues more and more 
rapidly as is likely, he may eventually give up 
the chase altogether.

But the future of the plantation industry 
depends not only on the progress made in pro
ductive technique, but on the speed with which 
that improved technique is translated into effec
tive practice. Here lies the heart of the problem.
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Even supposing the anticipations of the low 
cost producers are realised, the price cannot for 
long remain much over is., or say at the most 
between is. 3d. to is. 6d. Will such a price- 
level induce the European investor to provide 
the money for new planting ? It will certainly 
enable the surviving estates to plant up meir 
reserve land, and possibly to replant any estates 
purchased for a mere song during the slump. 
But replanting on a large scale is not very 
feasible in view of the necessary cessation ot 
revenue. New planting will be necessary, and 
that really means opening up Pahang in I\Ialaya, 
or some similar undeveloped territory m 
Sumatra or Borneo. In his present state oi 
mind, the ordinary English investor is only 
beginning to realise the recent decline in costs 
of production; he still thinks of is. 3̂ - c)r is. 6d. 
as a barely profitable price level, and he has no 
comprehension of the possibilities of modern 
planting material. The first, and perhaps the 
most important, task before the leaders of the 
industry, especially in Great Britain, is to educate 
the investing public to the realisation of the 
present situation and the potentialities for the 
future to drive home the fact that the normal 
long period price level has fallen for ever well 
below I S . ,  to emphasise that the objective of the 
next ten years should be to produce profitably 
at yd. to 8d., and that new planting propositions 
which are based on expectation of yields 
enormously greater than the present average, 
and prices in the neighbourhood of 6d. and less, 
are sound and legitimate propositions and not 
mere fantasies. Without such an education 
of the investing public, it may well be doubted 
whether an adequate supply of capital will 
be forthcoming, except at prices which will 
strengthen the hold of the Dutch native in
dustry to the ultimate detriment of the con
sumer and the European producer alike.

But even if new capital is thus made avail
able in sufficient quantities, there is also a 
physical difficulty confronting the plantation 
industry, especially the British section, namely 
the possibility, in fact the probability, that the 
supply of first-class proved planting material 
will be insufficient, and therefore inordinately 
expensive. As has been said, the Dutch have 
the advantage of a long start here,* and with 
such a subject as the rubber tree, research work 
cannot be expected to bear much fruit for a 
period of ten or fifteen years. The Rubber 
Research Institute of Malaya was not estab-

* Much misinformed criticism has been levelled at the 
Malayan planter, and it  may be doubted whether Malaya is  a 
w hit behind the Dutch estates in their present teclinique. 
Malaya is, however, behind as regards the future, because i t  is 
approximately ten years behind the Dutch in  the m atter of 
budded rubber.

lished until July 1925, and until 1929 it la ^ ed  
any experimental plantation of its own. 1 re
posals for its establishment were made in 1921, 
and as a result the Department of Agriculture 
was forbidden to undertake research connected 
with rubber, and such work as was in hand was 
summarily stopped. A t the same 
slump began, and the industry was wholly 
occupied with restriction proposals. As a 
result of restriction and Government red tape 
combined, practically five whole years were 
wasted in discussion, a crime for which the 
Malayan Government must share responsibility 
even if the industry must carry most of the 
blame, and for which both will pay a heavy 
penalty. The record of Ceylon in the matter of 
research is better, but still leaves much to be 
desired, and the work has necessarily been on a 
small scale. There has, however, been a lirnited 
amount of experimental work b y individual 
private interests, and within a year or two a 
small supply of Malayan produced bud-wood of 
some quality will be available. Unless the 
gods are kind, however, the supply of planting 
material will not be what it ought to be, either 
in quality or quantity, and, in any case, the 
Dutch will be in a better position than Malaya.*

In connection with this competitive aspect, 
Malaya must further reckon on the possibility 
that Sumatra despite higher labour costs, and 
even perhaps Dutch Borneo, will offer greater 
attractions to the planters of the future than 
Malaya. This is a very complicated and many- 
sided issue, and it is not proposed to make any 
attempt to consider it in detail. But stress 
must be laid upon the possibility that the 
expansion of the future need not necessarily 
take place in Malaya, and it behoves the British 
Government to keep this possibility in mind. 
Equally a bare mention only will be made of 
the question of depreciation in the output of 
existing estates, as raised for example b y  Lt.- 
Colonel Kunhardt in "  The Future of Rubber.'’ 
We may agree with Colonel Kunhardt that 
there will be a shortage of rubber within a few 
years, but of a rather different kind and for 
somewhat different reasons. If his ideas of 
depreciation are correct, the shortage may be 
somewhat intensified, but it must be remem
bered that we have postulated the destruction 
of an appreciable proportion of the existing 
capacity, and there seems little likelihood that 
the surviving average and low cost capacity 
will be greatly affected by depreciation in the 
near, whatever may be true of the distant, 
future. The truth is that we have as yet quite

•  Malaya m ay, of course, im port bud-wood as a t present, 
but it  is doubtful whether the available supply would bo adoqxmto 
for both countries if nn oxtensivo boom in planting began in 
the n ext ton years.
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insufficient data to determine the age at which 
the output of rubber trees begins to decline, at 
any rate under modern conditions of estate 
cultivation and management. The odds are 
perhaps that the capacity which survives the 
next two years will maintain its productivity 
at least as long as it ought to be asked to do so, 
i.e. until the time comes for new and better 
capacity to be substituted in its place.

This brief disquisition on the outlook for the 
future is not intended to do more than draw 
attention to certain salient factors in the situa
tion. Even what has been said may require 
modification before the printer has done his 
work, for the goddess of rubber delights in the 
unexpected, and finds sport in the discom
fiture of her prophets. This study may appear 
to some as of a historical interest only, on the 
ground that never again will the rubber in
dustry experiment with restriction or any other 
form of artificial control. If the writer shared 
this belief, he would probably have left his task 
to some one else, even though the interest of this 
study is not confined to the rubber industry.

But whatever the fate of every remark made 
above concerning the future, the writer feels 
some real confidence in prophesying a resurrec
tion of artificial control, perhaps at no distant 
date.* Neither producers nor consumers can 
contemplate with equanimity an indefinite con
tinuance of such instability as has characterised 
the rubber industry up to the present time, and 
further experiments will inevitably be made in 
conscious control before we can feel satisfied of 
the superiority of the unconscious control of 
laissez-faire. It is in the anticipation of such 
further experiments that the present study has 
been attempted, and while it seems to the writer 
to be of considerable interest from a general 
economic point of view, he hopes that it may 
be also of some small practical utility to the 
rubber industry itself in making its next experi
ment in this direction.

* As has been said in a previous footnote, the text has been 
left as i t  was originally written, but the resurrection of control
which I had in  mind was to be in two or three years’ time, when 
the present depression passed away, and in the form of a 
permanent stabilisation scheme. I  was not anticipating the 
revival of restriction as a  remedy for the existing situation, in  
which form, as indicated above, I  doubt its ultimate desirability, 
so long as the nature of the general economic situation remains 
unchanged. (March 21st, 1931.)
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Year. Britisli
Sialaya.

( 1)

Nether
lands East 

Indies. 
( 2)

1910
1911
1912
1913
1914
1915
1916
1917
1918
1919
1920
1921
1922
1923
1924
1925
1926
1927
1928
1929
1930

6,500
10,800
20,300
33,600
47.000 
70,200
96.000

129.000
112.000
204.000
181.000
151.000
214.000
201.000
183.000
210.000
286.000
242.000
299.000 
455.500 
442,700

2.400 
2,300 
3,700
6.400 

10,400 
20.000 
33,100
44.000
42.000
85.000
80.000
71.000
94.000

117.000
149.000
189.000
204.000
229.000
229.000 
255,500
241.000

APPENDIX.

T A B L E  I.

WORLD PRODUCTION, CONSUM PTION A N D  STOCKS
(000 Tons.)

Net
Exports.*

1 9 1 9 ............ 398
1920 ............ 354
1 9 2 1 ............ 300
1922 ............ 400
1923 ............ 407
1924 ............ 429
1925 ............ 518
1926 ............ 622
1927 ............ 607
1928 ............ 657
1929 ............ 861
1930 ............ 818

Estimated 
Absorption.*

330
310
270
390
435
470
560
545
600
680
807
710

Apparent 
Increase or 
Decrease in 

Stocks.

+ 68 
- f  44 
+  30 
+ 10

+

+  108

Recorded 
ChanRe in 

Visible 
Stocks.t

+  25 
+ 20

+  89 
+  122

• A s estim ated by Rubber Growers’ Association.
I  See Statistics from Table III  below.

Note.— For reasons which need not be detailed here, m y  
personal opinion is th at net exports are a better measure of 
c^urrent supplies than  net im ports. Therefore on th is m atter  
I side w ith the R.G.A. and against the Am erican statisticians. 
Neither net exports nor net imports are, of course, anything more 
than an approxim ation to actual physical production, and if 
net im ports are compared w ith  absorption (instead of net 
exports as above), the agreem ent between the apparent and the  
recorded changes in stocks (cols. iii. and iv. above) is  on the  
average neither better nor worse. A s regards absorption, the 
U .S. Departm ent of Commerce estim ates differ from tlie R.G.A. 
estim ates given above by 10—20,000 tons from 1910-23, but the 
difference then becomes insignificant.

TABLE II.

N ET EX PO R TS OF CR U D E R U B B E R . 1910-1929. (Tons.)

(As estim ated by Rubber Growers’ Association.)

PLA>'TATION.

Ceylon,

(3)

1,600
3.200
6.700

11.400
15.800
20.800
24.400 
31,900 
21,100
44.800
39.000
40.200
47.400 
37,100
37.400
45.700
58.800
55.400
58.000 
80,300 
75,600

British 
North 

I Borneo. 
(5)

Sara
wak,

( 6)

French
Indo
china.

(7)

200
400
700

1.000
1.300 
2,200 
2,800 
4,000
4.400 
6,600
6.400
5.300
4.900
6.400 
7,700

10,100
9.900 

11,300 
10,800 
11,700 
10,800

100
100
200
500
600

1,200
1.900
2.400 
2,600
3.900
4.100
3.200
3.800
4.200
4.600
5.400
5.800
6.600 
7,000
7.400
7.100

10
30

100
150
300
600

1,000
1.700
I , 500 
2,200 
2,200 
2,100 
3,800
5.700
6.700 
9.000

10,000
11,000
I I ,  000
11.300
10.300

180
200
250
200
200
400
600
900
500

2,900
3.100
3.600
4.500
5.100
6.500 
6,300 
7,400 
8,000 
9,000 
8,700
7.600

Siam,
etc.
( 8)

10
70

150
150
100
200
300
400
300
600
800
800

1.300
2.400
2,800
4.000
4.000
4.000
5.000
5,100
4.300

11,000
17.100
32.100 
53,400 
75,700

115.600 
160,100
214.300
184.400 
350,000
316.600 
277,200
373.700
378.900
397.700
479.500
585.900
567.300 
628,800
835.500
799.400

Wild.

Grand Total. 

(13)

South
America.

(10)

Otlier
Wild.
(11)

Total.

(12)

44,000 39,000 83,000 94.000
43,000 33,000 76,000 93,100
49.000 31,000 80,000 112.100
43,000 22,000 65,000 118.400
38,000 8,000 46,000 121.700
40,000 11,000 51,000 166,600
38,000 12,000 50,000 210,100
41,000 12,000 53,000 267,300
27,000 10,000 37,000 221.400
39,000 9,000 48,000 398.000
30,000 7,000 37,000 353.600
19,000 4 000 23,000 300,200
23,000 3,000 26,000 399.700
22,000 6,000 28,000 406.900
24,000 7,000 31,000 428,700
28,000 11,000 39,000 518,500
25,000 11,000 36,000 621.900
29,000 11,000 40,000 607,300
21,000 7,000 28,000 656.800
21,100 4,900 26,000 861,500
14,300 4,200 18,400 817,800

Note.— M̂ost of the figures in this table have been obtained from official sources. The exports of Plantation Rubber have been 
adjusted to allow for moisture, etc., in native rubber and for rubber smuggled out of Malaya during the period of regulation of exports.
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TABLE III .

WORLD ABSORPTION OF CRUDE R U B B E R  BY
M ANUFACTURERS.

oi
1 ^ 15^

(As estim ated b y  Kubber Growers’ Association.)
(000 tons.)

« B'

U.S.A. U.K. Other
Countries. Total.

1 9 1 9 ............ 225 35 70 330
1920 ............ 215 24 71 310
1 9 2 1 ............ 170 18 82 270
1922 ............ 285 10 95 390
1923 ............ 305 27 103 435
1924 ............ 335 22 113 470
1925 ............ 390 30 140 560
1926 ............ 365 40 140 545
1927 ............ 375 45 180 600
1928 ............ 440 49 191 680
1929 ............ 470 72 265 807
1930 ............ 380 75 255 710

(0

Hestric-
tlon
>'0.

PiTOUl
price-

Peb.'AP̂

5
6
7
8

S o u B C E S .— ^United States : D ata published by Rubber ManU'
factxirers’ Association of America.

United Kingdom ; N et imports adjusted for variS' 
tions in stocks in London and Liverpool.

Other countries : N et imports. \
TABLE IV.

W ORLD’S V ISIBLE STOCKS. (000 tons.)

End of—
1920 ....................
1921 ....................
1922 ....................
1923 March ..

June ......
Sept..........
D ec...........

1924 March ..
June ......
Sept..........
Dec...........

1925 March ..
June ......
Sept..........
D ec...........

1926 March .,
June ......
Sept..........
D ec...........

1927 March .. 
June .....
Sept........ .
Dec..........

1928 March . 
Juno ....
Sept........
Dec..........

1929 March . 
June ....
Sept........
Dec..........

1930 March . 
June ....
Sept........
Dec..........

In Producing Countries. In Consuming Countries.

Singapore 
and Penang 

Ports.
Ceylon and 

India.
Dutch
East

Indies.
Para. Total. Afloat. United

States.
United

Kingdom.
Amster
dam and 
Antwerp.

Total.

I. II. III. IV. V. VI. VII. VIII.
35 37 98 56 5-7 160

- 1 , — 40 32 100 80 5-0 185
- 55 45 95 81 1-3 177

— 35 48 87 79 1-0 167
■  ■  I. 46 52 106 64 1-0 171

- 42 43 90 68 1-2 159
23 4-0 10 1-0 38 52 77 75 2-5 155
21 3-0 10 1 0 35 50 73 70 1-1 144
20 3-0 10 0-8 34 42 68 65 1-2 134
20 3-5 7 0-9 31 54 52 54 0-6 107
19 4 0 5 1-2 29 58 58 36 0-3 94
17 4-0 5 0-5 27 50 57 23 0-1 80
16 3 0 3 1-1 23 59 50 7 0-2 57
16 4 0 5 1-5 27 63 35 7 0-3 42
20 4-5 5 2-0 32 69 51 7 0-2 58
18 4-5 7 2-0 32 74 61 16 0-2 77
19 4-5 7 1-8 32 72 62 28 0-8 91
26 4-5 8 2-1 41 67 62 42 1-3 105
26 5-5 7 1-5 39 74 72 59 1 1 132
28 5-0 7 2-0 42 77 75 70 1-5 147
22 4-5 7 1-7 35 72 80 71 1-5 153
25 4 0 6 3-0 38 62 86 72 1-0 159
26 4 0 6 2-0 38 67 99 66 1-0 166
21 4-0 5 2-0 32 60 102 60 1-0 163
18 4-0 5 2-0 29 56 85 41 1-0 127
15 4-0 5 3-0 27 66 59 34 20 95
34 5-0 5 3-0 47 118 65 23 1-0 89
29 4-0 4 4 0 41 98 97 32 1-0 130
32 4-0 4 4 0 44 84 96 36 1-0 133
32 5-0 4 4-0 45 88 91 55 2-0 148
33 6-0 4 3-0 46 96 122 77 2-0 201
45 6*0 5 3-0 59 96 147 91 2-0 240
41 5-0 5 3-0 54 80 155 110 2-0 267
43 5-0 5 3-0 56 95 171 120 2-0 293
45 6-0 5 3-0 59 81 202 120 3-0 325

Grand
Total.

232
257
277
250
269
244
245 
229 
210 
192 
181 
157 
139 
132 
159 
183 
195 
213 
245 
266 
260 
259 
271 
255 
212 
188 
254 
269 
261 
281 
343 
395 
401 
444 
465

9
10 
n  
n

Feb.-Ap«*

D̂g.-Oĉ
' 1 ^ ' h% n

>W «>;
Feb.-Apw
Ang.-Oct

1924-5
1925
1925
1925

1 3 
1 3 
1 3 
1 3

13
14
15
16

1925-6 
1926

1 3 ' 
1 3 ;

19261 1 9 !

17
18
19
20

21
22
23
24

Feb.-AprU
Mfly-JoiyAng.-0ct.
\0T..Jan. 1926-7 I 1 9 '
F e b .-ip ril 1 9 ;

' 19271 1 9 •
, Anf.-Oct 1927 j I 9 j ■
1 Xor.-Jan- 1927-8 ' 1 9  1
iFeb.-ipriJ 1928 j 1 9 -1
llay-Jnir 1928 j I 9 '
Ang.-0rt. 1928 1 9 ,

I

Tot SnCL13 SCBSEQrZXT ( 
(Fromibe

I

Period.

XoT.-Jan. 1̂ 8-9.......
Peb.-April 19ffl....
lUy-Joly 1929 ..........

1929 ..................
1929-30 ...........

Peb. - ^ 1 9 3 0 ..... ................ -
Ŵnly 1930 . ............

1930 ..................................... ,aov.-Jsn. 19^ 1 ............. I

I
“ ̂ D̂ARD tablets

N o t e s  o n  t h e  a b o v e  T a b l e  o r  W o r l d  S t o c k s .
The total stocks in producing countries a t the end of 1920, 1921, and 1922 have been estimated from such data and estimates 

as are available. The possible error m ust be put a t not less than 10,000 tons.
Cols. I .-IV .— From Dec. 1923 figures from iiubber Quor/erZy. ____
Col. V.— Rickinson’s estimates to Doc. 1926 ; subsequently estimates by U.S. Dept, of Commerce. These latter are more accurate

for Afloat to U .S.A., and therefore probably for the total afloat.
Col. VI.— Figures by U.S. Dept, of Commerce. ,  ,  m o T *  t  . . . .  l o e ?
Col. V II.—Figures from Rubber Quarterly which includes an estimate of stocks m private warehouses from 1923 to J ^ e  ly ^ /, ai^^^

which returns become complete for London and Liverpool. The true totals in 1920i 1921 and 1922 were y  g »
probably by 10,000 tons in 1920, and by 15.000-20.000 tons in 1921 and 1922.

Col. V III.— Figures from Rubber Quarterly.
84
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t a b l e  V.

AVERAGE Q U ^ T E R L Y  PR IC E A ^  / a T E ^O F^D ^^  T?Vl>ORTABLE AT T H E  MINIMUM R A TE OJ? D U I I
U N D E R  T H E  RESTRICTIO N SCHEME A N D  AV ER A
PR IC E FO R  SIM ILAR Q UARTERS SU B SEQ U E N TL Y .

(Cmd. 3086. Tables relating to Rubber Industry.)

Restric
tion

Quarter
No.

Period.

N ov .-Jan . 1922-3  
Feb.—April 1923
M ay-July 1923 
A ug.-O ct. 1923

N ov.—Jan. 1923—4  
Feb.-A pril 1924 
M ay-July 1924 
A ug.-O ct. 1924

N ov.-Jan . 1924—5 
Feb.-A pril 1925 
M ay-July 1925 
A ug.-O ct. 1925

N ov .-Jan . 1925-6  
Feb.-A pril 1926 
M ay-July 1926 
A ug.-O ct. 1926

N ov.-Jan . 1926-7  
Feb.-A pril 1927 
M ay-^uly 1927 
A ug.-O ct. 1927

N ov.-Jan . 1927-8  
Feb.-April 1928 
M ay-July 1928 
A ug.-O ct. 1928

Pivotal
Price.

Average
Price.

Percentage
Exportable.

St. d. £. d.
601 3 1 2-285

1 3 1 4-858 60
1 3 1 2-242 65
1 3 1 2-994 60

1 3 1 2-175 60
1 3 1 0-917 60
1 3 10-974 60
1 3 1 2-632 55

1 3 1 5-998 50
1 3 1 7-356 55
1 3 3 2-469 65
1 3 3 7-269 75

1 3 3  10-709 85
1 3 2 4-013 100
1 9 1 9-0017 100
1 9 1 8-199 100

1 9 1 7-265 80
1 9 1 7-696 70
1 9 1 6-165 60
1 9 1 4-620 60

1 9 1 7-023 60
1 9 1 0-591 60
1 9 9-154 60
1 9 8-874 60

F o r  S i m i l a r  S u b s e q it e n t  Q u a r t e r s . 

(From the R uhhtr Quarterly.)

Period. Average Price.

d.
N ov.-Jan. 1928-9 ................................... 9-03
Feb.-A pril 1929 ....................................... 11-43
M ay-^ u ly l929  ....................................... 10-78
Aug.—Oct. 1929 ....................................... 10-080
N ov.-Jan. 1929-30 .............................. 7-853
Feb.-April 1930 ........................ .............. 7-629
M ay-^uly 1930 ....................................... 6-229
Aug.-O ct. 1930 .................................. 4-283
N ov.-Jan . 1930-1 .................................. 4-118

TABLE VI.

STANDARD PR O D U C TIO N ” IN  B R IT ISH  MALAYA  
AND CEYLON FOR RESTRICTION Y EA R S.

(From Cmd. 3806.)

(Tons.)

Year. Nov. 1-Oct. 31. Malaya. Ceylon.

1922-23 ......................... 274,000 60,034
1923-24 ......................... 246,900 62,282
1924-25 ......................... 276,793 65,807
1925-26 ......................... 314,853 70,475
1926-27 ......................... 333,840 73,839
1927-28 ......................... 314,085 76,300

T A B L E  V II.

C A R R Y -O V ER  OF U N E X P IR E D  E X P O R T  R IG H T S IN  
M ALAYAN R ESTR IC TIO N  A R E A  A T  E N D  OF EACH  
Q U A R TER  OF T H E  LAST TW O R ESTR IC TIO N  
Y E A R S. (Tons.)

(From Reports of M alayan Rubber Controller.)

23,544
18,870

IVfftvf 1 1097 ............................ 13,591
P f  ijLiXy Xf xuiii ...................... .

13,031
Nnv 1 1Q97 .................................... 10,551

10,358
„ M ay 1, 1928 ................................................. 10,933

6,031
U nused by Novem ber 1, 1928 ...................... 1,581

T A B L E  V III .
PRO DUCTIO N OF R U B B E R  I N  T H E  N E T H E R L A N D S

EA ST IN D IE S . (000 tons.)
(As estim ated by R.G.A. to  1928. Messrs. Harrisons & Crosfield

since.)

Estate Rubber. Native
Rubber,

Total.

British. Other. Dry weight.

A . B . C.
1922 ............. 27 50 17 94

1923 ............ 20 3 59 35 117
1924 ............. 21 3 69 56 149
1925 ............ 25 4 75 85 189
1926 ............ 36 4 80 80 200
1927 ............. 33 4 90 100 227
1928 ............. 42 5 93 89 229

1929 ............ 55 96 108 259

1930 (forecast) 150 90 240

A. E states w hich have agreed to  regulate their exports 
according to th e  Stevenson schem e.

B . E states w hich have not agreed to regulate thoir output 
according to the Stevenson sch em e; m ost of tho estates have 
adopted a sim ilar form of restriction.

C. N o deduction has been m ade for rubber sm uggled from  
Malaya to N .E .I. territory and then exported.

T A B L E  IX .
R E L A T IV E  A B SO R PT IO N  OF CR U D E A N D  RECLAIM ED

R U B B E R  IN  T H E  U .S.A .
(From Statistics published by U .S . D ept, of Commerce.)

Absorption of re
claimed rubber.

000 tons

Ratio of reclaimed 
absorption to 

crude absorption.*
Per cent.

1917 .............................. 89 56-7

1919 .............................. 74 32-7
1920 .............................. 75 35-0
1921 .............................. 41 24-3
1922 .............................. 54 19-1
1923 .............................. 70 22-8
1924 .............................. 76 22-7
1925 .............................. 137 35-2
1926 .............................. 164 45-1
1927 .............................. 190 50-5
1928 .............................. 223 50-7
1929 .............................. 213 45-3
1930 estim ated............ 160 42-1

* For statistics of Absorption of Crude Rubber in U .S .A .. 
see Table III.
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T A B L E  X .

E S T IM A T E D  B R IT IS H  A N D  N O N -B R IT IS H  E X P O R T S  O F  C R U D E  R U B B E R , 1922-1930

(B y courtesy  of M essrs. H arriso n s  & Crosfield, L td.)

(T h o u san d  tons).

Year.

British Empire. British control in Foreign 
Countries.

Q uantity
tons.

P er cent, 
of Total.

Q uantity
tons.

P er cent, 
of Total.

1922........ 274 68-5 27 6-7
1923........ 255 62-8 23 5*7
1924........ 241 56-2 24 5*6
1925........ 282 54-4 29 5*7
1926........ 373 60-0 42 6*7
1927........ 343 56-5 40 6*6
1928........ 388 59-1 49 7-4
1929........ 567 65-8 55 6*4
1930........ 548 67-0 54 6*6

Total British.

Quantity Per cent.
tons. of Total.

301 75-2
278 68-5
265 61-8
311 60-1
415 66-7
383 63-1
437 66-5
622 72-2
602 73-6

Non-British Control.

Quantity
tons.

99
128
164
207
207
224
220
239
216

Per cent, 
of T o t^

24-8
31-5
38- 2
39- 9 
33-3 
36-9 
33-5 
27-8 
26-4

Total.

Quantity
tons.

T A B L E  X I .

E S T IM A T E D  A R E A  U N D E R  R U B B E R  A T  31st  D E C E M B E R . 1929 

(As es tim ated  b y  Dr- G. R ae, R-G.A- B u lle tin . Feb- 1931.)

(T h o u san d s of A cres.)

M alaya ........................................................
Ceylon ........................................................
N .E .I . E s ta te  ..........................................
In d ia  .............................................................
B ritish  N o rtli B orneo ............................
S a raw ak ........................................................
F rench  Indo -C h ina  .................................
S iam  ............................................................
O th ers  ........................................................

T o ta l (excluding N .E .I . N ative) 

N.E.I. Native

G ran d  T o ta l j

Year of planting.

Up to 
1922. 1923. 1924. 1925. 1926. 1927. 1928.

2,329 45 47 54 102 98 69
480 4 5 11 20 13 7
850 27 44 55 81 109 117
126 2 1 3 7 13 15A

60 2 4 6 9 9 6
60 5 10 15 20 20 15
95 2 3 15 25 30 20
60 5 5 10 25 20 10
15 — 10 15 14

4,075 92 119 169 299 327 273

300 75 225 225 150 75
450 100 300 350 250 150

4,375 92 194 394 524 477 348
4,525 92 219 469 649 577 423

(o) T a y le r  & S tep h en s. 1929. (6) W h itfo rd , 1929.

•  ̂  •I

400
406
429
518
622
607
657
861
818

Per cent, 
of Total.

1929.

100-0
100-0
100-C
100-0
100-0
100-0
100-0
100-0
100-0

Total.

46 2,790
3 543

70 1,353
4 171
4 100
5 150

10 200
5 140
6 60

153 5,507

25 1,075
50 1.650

178 6,582
203 7,157

a/
 ̂ I .

in

>

(is

3Ui«y».....

....................................

n.eJ- ........

India ........

B.X. Borneo -

Sar»»*Jt ....
Indo-Chin* 

OtJier coontriefl

1 0
1930
10
1930
1 0
1930
10
1930
10
1930
1 0
1930
1 0
1930
m
1930

195,n
1192.'

Total PjinUucn,iion! m

Estti*-

Eoitr
pe*D-

T(

Wild
1930
m
1930

4a 400'59,5(W7'

Grand Total. m
1930

a-*:

ICO
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T A B L E  x n . T A B L E  X I I I .

E S T IM A T E D  W O R L D  P R O D U C T IO N  O F  R U B B E R ,
1929-1930.

(As e s tim a te d  b y  D r. G . R ae.)
(T ons.)

E S T IM A T E D  M O N T H L Y  O U T P U T  O F  M A L A Y A N  
R U B B E R , 1929 a n d  1930. (T h o u sa n d  to n s .)

(B y  co u rte sy  of M essrs. H a rr is o n s  & O o sfie ld , L td .)

Quantity
tens.

Country.

cent
otloui

400
406
429
518
622
60?
657
861
818

100-0
100-0
lOdC
100-0
100-0
100-0
100-0
lOChO
100-0

M alay a  .............

C ey lo n ..................

N .E .I ....................

I n d ia  ................

B . N . B o rneo  ..

S a ra w a k  ...........

F . In d o -C h in a  

O th e r  co u n trie s

T o ta l  P la n ta t io n

W ild

G ra n d  T o ta l

E state.

E uro
pean.

Asia
tic. Total.

Native. Total.

1929 195 ,100 49,000 244,100 198,500 442,600
1930 192,500 44,500 237,000 197,000 434,000
1929 48,000 12,000 60,000 15,000 75,000
1930 : 48,000 12,000 60,000 15,000 75,000
1929 148 ,000 m m m 151,000 108,000 259,000
1930 149,000 3,000 152,000 93,000 245,000
1929 8,000 — 8,000 3,700 11,700
1930 8,000 8,000 3,000 11,000
1929 4,800 4,800 2,500 7,300
1930
1929

4,500
1,200

■ ■ 4,500
1,200

2,500
10,000

7,000
11,200

1930 1,200 — 1,200 8,800 10,000
1929 8,700 8,700 — — 8,700
1930 7.600 — 7,600 7,600
1929 600 600 5,200 5 ,800
1930 600 600 3,900 4,500

1929 414,400 64,000 478,400 342,900 821,300
1930 411,400 59,500 470,900 323,200 794,100
1929 26,000
1930 — 18,400

. 1929 ,  1 ,  , — 847,300
1930 812,500

i

Total.

192S.

2.790
543

1353
171
100
150
200
140
60

1

3 153
1.075
1,650 i

178
203

6382
7.157

E state. N ative. Total.

1029. 1930. 1029. 1930. 1029. 1030.

J a n .  ... 22-7 22-8 18*5 19-1 41-2 41-9
F e b . ... 16-6 18-6 13-5 17-6 30-1 36-2
M a rc h ... 17-5 18-2 14-5 14-5 32-0 32-7
A p ril ... 18-2 19-0 15-0 15-5 33-2 34-5
M ay ... 19-4 3*7 15-4 15-5 34-8 19-2
J u n e  ... 20-5 20-3 16-3 15-8 36-8 36-1
J u ly  ... 21-5 22-7 17-9 18-2 39-4 40-9
A ug . ... 21-6 23-8 18-0 17-4 39-6 41-2
S e p t. . . . 19-6 22-2 15-8 15-9 35-4 38-1
O ct. ... 22-2 21-5 18-0 15-5 40-2 37-0
N o v . ... 20-0 21-7 16-4 15-9 36-4 37-6
D ec. ... 24-4 22-3 19-2 16-1 43-6 38-3

T o ta l  ... 244-2 236-8 198-5 197-0 442-7 433-7

_ S a

J

Im
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LIST SPECIAL MEMORANDA PUBLISHED
BY THE

LONDON AND CAMBRIDGE ECONOMIC SERVICE
Price Five shillings each.

No. 3.

No. 15.

Stocks of Staple Commodities, by J. M. Keynes, assisted by R. B. Lewis. April, 19^ . 
Recent Tariff Changes and their P robable Influence on B ritish T rade, by T. E,

SHipmG°2 <'D Shipbuilding, by D. H. Robertson, assisted by Miss D, C. Morison. July,

Hardest Results and Prospects, by R. B Forrester. December 1923.
Relative Changes in Price and Other Index-Numbers, by A. L, Bowley. February,

1924. {Out of print.*] .  ̂ rr t
Stocks of Staple Commodities, by J. M. Keynes. June, 1924. j  rr  ̂ c ‘au
Seasonal V ariations in Finance, Prices and Industry, by A. L. Bowley and K. C. Smith.

The ' S ysk? ^  V olume of Production, by J. W. F. Rowe. October, 1924.
Harvest Results and P rospects, by R. B. Forrester. December, 1924.
Coal Exports, Prices and Prospects, by A. J. Sargent. December, 1924.
The German Iron and Steel Industry, by Walter Greiling. June, 1925.
Stocks of Staple Commodities, by J. M. Keynes and J. W. F. Rowe, July, 1925*
The Belgian Iron and Steel Industry, by A. Delmer. October, 1925.
The British Cotton Industry : Survey and Prospects, by G. W. Darnels. October, 1925.

(Out of print*) t i. a u
The Present Position and Prospects in the Wool Textile Industry, by Arnold N.

Shimmin. November, 1925.  ̂ ^
Stocks of Staple Commodities, by J. M. Keynes and J. W. F. Rowe. February, 1926. 
Numbers Occupied in the Industries of England and Wales, 1911 and 1921, by A, L,

Bowley.
The British Motor Industry, by G. C. Allen. June, 1926.
International Comparison of Price Changes, by A. L. Bowley. July, 1926.
The French Iron and Steel I ndustry, by R. Jordan. July, 1926.
Tabular Guide to the Foreign Trade Statistics of 21 P rincipal Countries, by F. Brown.

December, 1926.
Stocks of Staple Commodities, by J. M. Keynes and J. W. F. Rowe. March, 1927.
The Economic Position of Great B ritain, by A. C. Pigou. July, 1927.
Comparative Price Index Numbers for Eleven P rincipal Countries, by A. L. Bowley 

and K. C. Smith. July, 1927.
E conomic Conditions in the U.S.S.R. after the World War and Revolution, by the 

Institute of Conjuncture, Moscow. March, 1928.
Output, E mployment and Wages in Industry in the U.K. 1924, by G. L. Schwartz. May, 

1928.
On the Standard Charges for Carrying Goods by  Rail— Paper by E. C. Rhodes. 

October, 1928.
The Railway Industry of Great Britain, 1927, by W. V. Wood and C. E. R. Sherrington. 

December, 1928.
A New Index-Number of Wages, by A. L. Bowley. January, 1929.
Stocks of Staple Commodities, by J. M. Keynes and J. W. F. Rowe. August, 1929.
The T imber T rade in U.K., by E. C. Rhodes. October, 1929.
Studies in the A rtificial Control of Raw Material Supplies. No. i. Sugar, by J. W. F, 

Rowe. Sept, ^30.
Stocks of Staple Commodities, by J, M. Keynes, J. W. F. Rowe and G. L. Schwartz. Sept. 

1930.
No, 33. A New Index of P rices of Securities, by A. L. Bowley, G. L. Schwartz and K. C. Smith.

January, 1931.

• Photostat copies of Numbers out of print can be obtained.
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