CHAPTER VIII.
FUTURE PROSPECTS FOR THE MALAYAN NATURAL RUBR%R INDUSTRY

INTRODUCTION.

The sharp expansion in synthetic rubber prod-
uction sinc: ths ewsrly fifties resulted in part from rapid
technological improvements and stable pricss st relatively
low levels; i1t vwias also associated with he fallure of
natural rubber production to keep pace vwiih Jhe rgpidly
expanding market.

Most of the raw rubber produced 1s used in
the manufacture of vehiele tyres. In the fiftics, uhis
usage Iincreased fairly rapidly in Continental western
Europe with the growth in automobile precduction, but in tkre
United States — the largest consumer — there was only a
small rise in per caput consumption. ‘hough, over the next
ten years, rubber consumption is l1ikely to incregse. icss
rapildly than during th- fifvies worldpgonsumption migho
almost double from 1957 - 89 to 19707, the greater part
of the increase beins in the developed countries. Tt is
anticiputed that the rate of growth in natural rubber
production would by substafitially larger in the sixtics
than in the fifties, but prices of natural rubbir may de-
cline. osynthetic outrut could expand much more rapidly
than natural output and the assumption is made hre that 1%
wlll expand to fill the gar between potential demand for
all rubber and the projected output for natural. On this
basis, synthetic production by 1570 ( excluding that of the
Sino-Soviet area ) would at least double the 1957 - 59
average, and would substuntially exceed the output of natural
while the .price of natural would presunably declin: to some-
where nesr the synthetic price, which in_l9b7 - 59 was abo ut
30 percent below that of natural rubber.?

N ECONOMIC ArPROACH.

Merely doubling the productlon o6f present greades
and types of synthetic rubber will not maintaln a maximum

25 FAO Commodity Review 1962. “ Agricultural Commcdities
Projections for 1970 * pg. 81-~89.
26 PAO Commodity Review 1962. Op.cit., pg 81-89

+ Refer to Chepter VII for e more detalled account. i
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rate of expension in che Iuture use of chemical rubbers.
There are already 1oo meny synthetic rubbers and many more
will be created and tested before radical employment will
force sume out of the industry - to eliminate all thos. with
limited usefulness that thcy can no longer be produced
economically and efficiently even for very specialisea nssage
i1f rubber with greste adaptabllity a can be substituted.

It must be emphusized here that eversince the
development of the synthetic rubher indusctry during world
War II it has been iIncreasingly accepted that there is a
group competition betwaan synthetlic rubbers and naturel
rubher. It 1s incressingly apparent that each of the synthetic
rubbers is in competition, not only with natural rubber but
vith &l1) 2f the oth«#r synthetic rubbers, for the aveilable
elastomer market, end that the competition betwesen the
synthetic rubbers may become muach more intense than that
between natural and synthetic as a whole. In as much, it
can be further ascertaitned thst rubb-.ra, synthetic and natural
alike, are 1in competition not conly among themselves but in s
wider fileld with plastics, ceramics, metals, wcods, glass and
other composition materials, for borderline uses for vhich
high extensi®ility is not essentlal.

It 1s worthwhile to note that general purpese
rubbers will conmpete primsrlly on the basis of cost; consist-
ing of relative production costs, compounding costs and
replacement costs.

The future of rubber producticn both natural end
synthetic depends to a very great extent on the scientific
effort put into fundamental resesrch on what rubber ls, and on
the chemical and physical factors that cohstitute elasticity.
There must be production research of an increasingly high
guality end scope, geared both to advancing fundaemental research
and industrial technology. Xnowledge is needed, among other
things, on the bio-syntnesis of naturel rubber, on 1ts structure
onn the relationship of the structure to physical properties,
and on how the structure can be improved either hefore or sfter
teppinz. The relationship betiveen natural and synthetic poly-
mers and thelr chemical structures therefore necsd to be deter-
mined. The changes brought about by vulcanization are cnly
imperfectly known as are the baslc factors iIn compounding. )

The precise comperison of natural and synthetic rubbers wili
only become possible as knowledge 1is gained,nnot only of struct-
ural changes in the molecule (rubber) during vuleanization

end aging, but also of the basic relationship of the rubber

and non-rubber constituents of the mix.

However, if natural rubbsr producers shculd contend
themselves with only synthetic thelr apprecietion of the compet.
itive fiold is extremely limited and narrow. It immust be borne



in mind that the competitive forces ineclude not only that fro m
synthetic, but also from stockpile releases, stute and govern-
ment psrticipation in enterprise, tariff barriers, governmental

.
gogurols, compatidtion from recleim, and other merketable substi-
utes.

Natural rubber is of paramount importance to Malaya
and she cannot thercfore afford to sit back and expect huyers
to come to her. lanufacturess of aynthetica have iaunched
very successful sales promotions campasi-nsz and Maleya, on her
slde, must meet this challenge and seec to it that she is not
being pushed out of the market. It ig therafore essential
for her to ascertaln the“exact needs of her consumers and to
adjust accordingly, and if necessary so, she should also ad just
herself to exactly when the consumers want, and in whatever
forms, and guallties they want and supply them accordingly.

THE BASIS OF PUTURE COMPWIITION

The ®Basis of competitlion whether with synthetic or
other substitutes will be mainly on technical gqualities snd costs.

yCOST CONSIDERATIONS.

Of prime imporiance 1s the subject ofcosts, as price
may be the only determining factor for consumption of the
elastomer. Natursl rubber production costs must therefore bhs
reduced in order to facllitate 1ts usage. Normelly when pricss
are low, cocsts are generally reduced by increasing productivity.
This can be done by one oP mors of the fecllowing:-

13. change o tepping system - whoere the tress are
given a resting period and tepping is less intense
and alsc less frequent, such thattapring costis
are reduced.

2). a wider use of yield stimulants, sc thst produc-
tivity per tree can be increased.

3). 8 change in the task size - by increasing the
task size, the productivity per tapper is clesrly
increased tapping costs per 1lb. 1s reduced.

4). a selective tavping of tasks. This means thsat
the profitgbility of eachh task will vary wldely
according to 1ts yleld per acre. AL low prices
some will cease to be profitable and may remaln
untapped or given extreme resting periods.

5). selective tepping of trees within tesks. Here
only selected trees are tazpped thus getting
maxtmum yield for cvery tree thavrisz tappad.

6). economies in upkeep and general charges. This
can be utilized during the short psriod as any
major reductlons im current aveiage expendlturs
on upkeep and supervision maybe of doubtful valus
on a long term basis. Economic efflclency dues
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not necesgzary mean a major reduction in expenditures.

when low prices are a long term feature then the mea-
sures given may not be very useful. & lowering of costs can
be realised in the long run by:i-
i). replanting with high yilelding clones.
2). making trees produce egrlier than the normsi 7
years afiter plunting.
3). increacing the efficlency of tapping, end
4). stimulation technigyues to sxtract a higher yleld
of latex on thosc existing and new trees.

In the discussion of prices and production, 1T must
elso be reallscd that the responses cof different pianters may
be varied. =zxploitation methcds are most common when shoru %
term prices are concernea. Ho.ever exploitation may not Dbe
justified by the amount of proflits.

Megsures that increasc the yield per scre and at the
semoe time lo.er the cost ver 1b. are cleerly most advantageous
excopt for stimulation. However, changes in exploitation tend
£o influence yleld per acre anc cost per 1b. in the seme dirsc-
tion. uhether a proposed change is profitable will then depend
on the question of whethr the positive affect of increese in
yield outweighs the negative effect of an increase in cost
( therefore, decrease profits per 1. ) or wihether the positive
offoct of a decrease in cost outwelghs the negative effect cof
a decrease in yield per acre.

The problem involvecd 1s three-fold.

1). to determine the effect of a proposed change
ezplolitation on the yicld per secre.

2), to determine the efiect of a proposed change on
the profit per 1b.

3). to add these two effects 1f the result is posi-
tive and the proposed change 1s profitabple.

The effect on the profit per lb. depends oni-

1). the cost level, end

2). the price of rubber.
Witth a low profit margin the same rolative change in cost per
1p. will affect the proflt much more thzn when the profit
margin is high. 1In evaluating the effuct over a longer period
future cost and price values must therefore ve estimated.

In considering the effect of a proposad change

over a longer perlod, two niore complications arise.

1). a certaln "profit- today has a greater vslue
than the seme profit in the near future; beceuse
profit has earnlng power ( it will eccumilate
int:rest.) .

2). certain changes 1n exploitation will affect the
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1ife of the trees. This will change the deprectation cost and
alsothe proportion ¢f Iimmature rubber on the astate. There-
fore it changes the relatlon between '

rofit T .

Considerations such as these may conditlon the
adoption of any measure wnich the rubber firm may think profiteble.

Prices may be the deciding factor in rubber usage
but technically spocified rubbers at low prices may be of more
importance in determining the future of the rubber industry.
Wwhen manufacturers know what they acquirs can be obtalned at
g low price and with a tailor-made uniformity, they can be
assured of manysdvantages which gré agbsent in the visual
assessment of rubber grades, thus maklng thelr manufacture more
stale and their consumption of natural rubbor more deiinite.

Inspite cf imppovements in production, natural
rubber producers will depend in the near future at loast as
much on marketing improvements.

JMARKETING CONSID=RATIONS.

At present synthetic rubber producers enjoy the
advantage of making direct, long term contracts et unvarying
prices, and can follow up thelr sales with free technical '
sdvice., ‘The naturel rubber industry, here, suffers from being
highly fragmented, so that not only do producers have to sell
+h»ough an auction market where prices raturally fluctuates
but in isolation. They cannot therefore afiord the close
contact with the consumer through advertising, knowledge Ol
consumer requirements and £technical aid which thelr compgtitive
position renders essentlal.

A good deal will have to be done therefore on the
marketing side, and this will include presenting netural
rubber in new forms other than sheets, specifiylng in terms
of technicel properties rather than by sight and engoling the
customer to use rubber to a greater, technical and economic
edvantaze, if sales are to keep pace with higher output.

after meeting the technical reuylrements of the
menufacturer at a competitive price, the next most important
seiling péint is the manner in which the goods are presented.
Pecking must therefore be to a desree of convenlence both to

storage and handling.
NTECENICAL IMPROGEMsNTS IN THi PRODUCT - RUBBER.

The importance of processing has been unqerestimgted
in the past, partly becausge of its low cost in relation to the



whole operation of rubb.r Droductlon, and partly because planters

have tended to be agriculturslists hy inclination.

The importance of uyntybt‘ competition must ithere-

fore be an added "incentive' to make plaenters put more strecs
on correct processing as a mesns of enhabin5 the consumers!?
Interest. It must be realisea thset it i1l be of l1liuile use
to produce cheap rubber fromm well-bred, well-Ica and healthy
trecc if the final product 1s not precisely what the manufact-
urer reguires. The greding of rubber by visual means alone
must be regarced as out-of-date in face of the present demand
for uniform rubber conforming with set technical standards -
standards which vary greatly depending upon the purpose to
which the rubber is put.

The present trend is for rubber to be made in
different technical specifications. For instunce, thsre are
the "cup - ~ 1lump and serap”, peptorudb”, “M3 rubbsrs", ¥
"eomminuted rubber”, and so on.

In the making cf tyres for instance the “cup lump
and screp” 1s about the best sc far. Since the modern tyre iu
subject to more severe service conditions than hitherto, the
tyre coLpounder therefore needs greater resistance to dynamic
fatigue 1In the rubber he uses. Preoviously tree lace, oxidised
scrap and lump were used, but had been proved to be markedly
Inferlor than clean cup lumps and guickly processad scrap,
which are presently used for tyre manufacturec.

"Peptorub" is a Socfin Co., process where a peptising

agent 1s added to scrap and lump rubber which is then creped
and corminuted. This rubber 1s sold to spscification (includ-
ing a maximum permitted dirt content) and has been rene;ved by
customers In many parts of the world.

"MG rubbers®, like SP and other types of rfbbers,
are made urder license from the RRIM. It 1s still in its

experimental stage at the RRIM Experimental Station. MG rubbers

are methyl methacrylate naturel rubhber greft polymers, which
have a wide variety of uses, among which the main ones, st
present, are adhesives and hard mouldings.

Comminutad rubber: is a dry form of rubber sold
to technical specifications in a few uniform grades.

The production of such specific types of »ubber
offer the manufacturer many advantages. as the Introduction
would mean only a few uniform grades which are also technically
specified, the buyer would no longer be faced with the conplex-
-ities of the visual grading system or with the unknown facutors
Inherent in such a subjective system of sassessment. ‘The manu-
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~-facturer would be able to buy precisely what ho wanted for

his reqguirements. A given grade would be of more unifoim
gquality then most of the existing grsdes. Inasmuch, the rubber
?ould be very nestly packed and easlly handled, so that conven-
ience cen be ascertained. & major advantage beslides all these
is that the price would be, av least lower or vossibly even
lower than thet of the sguivalent visually grsded rubber.

Sole crepe production is not yet en anachronism
in the rubber producing industry. In 1963, sole crepe and
brown sole crepe have been fawoured and has proved to be one
of high demand and good returns, It may well be worthwhile
for Malayan producers tc approach the world marketv ror this
product on e uniform basis, producing this commodity to order
in a few larze central factorles whlle the product 1s actively
promoted on a basls of recognlsed specifications.

‘i'he introduction of new forms of rubber may be
reckoned as the industry's "life-saver-. By introducing
gqualities such as these mentioned the new rubbers may make the
future oi natural rubber industry more bright. However, 1t
must not end here, as innovation is the life of every econcmy,
and our economy is of no particular exception. Frogress in
the introcduction of new forms of rubber is likely to be slow,
as any hasty steps could well have adverse effects upon the
present marketing structure. ‘the follovwing stages may be
geer. in the new introduction;-

1). There will be & simplification of the sxist-
ing grades. '

2). There will be s definite introduction of
new grades, and

3). A new form of presentation may have to super-
sede the present one. .

The control.ing factor to such an enterprise it
must be realised, is still the manufacturer. Unless and until
we can ascertain the manufacturersi reguirements and cooperation
any scheme to improve the presentation of rubber is likely to

fail.

CONCLUSION

The future of the rubber industry is therefore
dependant upcn the improvements 1in these fieIds and the
planters:' ability to cope up with the synthetic competition.

In view of ithe Indonesian Confrontation and ihe
deteriotation of situation in South Eest sasis, the productlon
of natural rubber here may be hindered, so that the productive
capacity may not b2 realised.



It 1s because of suech uncertsinciles which nmuy o
phe 8iltustion in the country, vrogrammes which ar TG0
the Improvement of the rubber industry may nct be fruiltful.

Inasmuch, we& rmust also consider the affecis of
land clegrance_schemes = which may have en adverse effect
toviarés the Iindustry. The loss of foliage, 1t haes bben arzued,
from large arcas of nevly opened land may 1ead to an upsurge
of strong convecticn currents of hot air which may Gispsll
approaching raivclouds, thus, leading to & reduction In rain-
fall over those- areas. Although the offect varies from one
environment to another, 1t must be borne ian mind that e good
harvesting of ‘lantatlion rubber depends on reasonably hsavy
rainfall at reguler intervala. If such rain is nct resliscd
there may be an adverse effect on the yleld per ecre of rubtrer
trees, thsrefore creating an uncertainty towards $he plunta-
tion industry.

Of particular importance is the malntensnce of
sound Internal relations so that production process can con-
tinue =. cfficlently. Labour problems may have very dirsct
repurcussions on the industry as a whole. In the cealculation
of future costs of production per 1lb. of ruther, vwe must allow
a certain percent increase in the wage rate and other edminis-
trative costs so that a more accurate assessment can be given.
An increase in the production costs may mean the collapse of
the industry in vliew of the keen competition presented by
synthetic. Unless the production costsipatural rubber drops
sharply in the next fe. years, we would expect a very 111-
effect to heppen to our economy.

The future of the rubber industry iz therefore
very greatly dependant on the events which follow. Its ablllty
to meet the synthetic threat 1s likewise dependent on vwhether
t#the newly introduced forms of rubber are acceptable to the
CON3UMErs.

- any optimistic predictions of the future situation
cannot be yushijaed unless we can safely say that natursl rubber
has a superior hold over 1its synthetic counterpsrt , and thet
the manufacturees are willing to accept eny new introductions
which msy follow in the near future. ass it is, the situatlon

is still hanging on the balance end synthetic may have the fanal
say 1t its usage unless natural rubber can maintaln 1ts compet-
-itive hold.
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