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I'O f}'i5 I'liLAY;iIf E*Cri;CiiY.

lijTEilp{frlti
f;apld cxrlnns:i.on hr-rs *i:r;ra*ter J.sryd the deve lopnent

of the natLrr{il rubber p}r;ntir":-; ll:du-*:try over the fLfty y€ers
of 1ts *x1.$i€r:.ce " iiurlng .,'hi-s f;1ne r Frodr:*tlon ln South tast
Asta hl* rlsen f'rcr+.fr msre 5** i* rie13 cv€r on*-h*lf n1J-i1o:r
tons a -y€*r illih i'.*].aya a:id Indonrsle as tl:e naJor nrcdue€rs.
The vriJ.ue of ths total rubber expcri* i'rori I'ielaya alone has
canstderably ex+€eded ?rS0C nl}l.lon {;lalayan} p€r yest.

Fbsm Tahle 2-\, lt can be s€en titst rubber eoecunts
for ah*ut 59.4 per eent of the tatal vslue of e:<nc,rts frorr:
the Federrtlnn of tialaya, and abnut 26.f per eenl of ihe
Sross Dome::t le Prod uct .

TI{E I}IPON.TANCE OF T}iE RU'BtsER IJiDiiSTtsY.

f I'iLOn&il'TCq r0, l'L{tLAE

Hal"aya t s eoonornlo welf,are 1s larsely depend ent on
the fortunes of the rul:ber lndustry, and lt ls not unsual,
therefore, to exnr€ss grett consgl'v1 :,rheil the erlee of
rubber ls hlgh1y uns*ebl.e due to the lntruslcn of eoonomlc and
ncn-eeononlc fe,;tors lnto the urerket structure. 0n accor:nt
of such fluetuatlons we are sub.lect to severe eccnonio and
soelal stralns antl our developnent p)-annlng beeonnes hazardous
be oause the rubber lndustry l"s our ma Jor sourc€ of publlc
r€v€nu€, Unl€ss trle oan posstbly stablilze prlee or nalntain
our conpetltLve superlorlty ov€r the cther comp€ttng el"astonerso
the future of our I'{a layan economy w111 hang on the baJ.ance ,

EI.i?.LOTPqii'gl STlirI St''I cq

fn WU|, the rubber lnnustt y provlded employment for
s total of 5o9 1436 out of a glven totaL nu:::ber eiuployec of
I,8?5 131],5, Ey L957, the total rose to 6L4r 437 out of 2 1126 r).3,z
peapl"e er:p}oyed ln al-l lndustrl€s " It can be seen, there fore ,
that rubber lnd ustry provlrl+s a bout s ihlrd of th.e, uotel
lndustrlal ompl-oynent .
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proYldos

directly
1s very

about a thtrd of the total lndustrlal empio5msnt"

.l"rorn TatrLs 2-:A, lt can bs secn that the enploynent,
anC i.ndtroaily, lrflueneecl by the rubber lndustry

substanttal "

T'ABLE ?-2

g*tl'L0n,'lEST S?ATISfICS Ili fiUiJBitF" rii{D
RUBSEII PRODUCI$ T}IDI'8?RIb$.

{ 19,rt and Lg$'I }

Rubber
Produets

Rubber

Total, All
Industrles

souE,E,:

eontrlbutor, cannot

GOVERNMSNS R!]VE$US '

Fed.oration Yoar Book 1961 - $tattstLcs of &rploymont
by Industry, Table 55, Page 4ti+ 4:d5 .

!'he rubber lndusttyts funtrrortanco ss an enl:lo]nrent
be oveYstrq:ssed.

194?

FemqLes

uo7

L6?r1s9

+38r855

2 rlo3,

6L4 r48r

, 126 ,LUa

195'r

1r604

384, O65

J-, 6CIgr'199

FemaLes

49t

23Oe 424

525,363

Stress must be glvon 1;o tho r'act that rubber eiLsc

contrlbutes substantlally in the form of export dutlea to
&overnment revefrll€.

In LS59, $Z*g,ryOr009 (refer SabLe 2-S) 1?s3 eollected
tn the form oi exioiit d11tlei vrhen tho $lngapore av€Tage R.S.S.
pnlco wact $1'56 senr,s psr pound' DPlft'S t?at fe?r en

Lpproxlmati of SL r B4g r4az 
-( ref er Table ?-4 ) was ln e !.rcuietLon

ilA- it;G-;;og- t6 
"tro*t-how 

nnich rubber dutles contr'1bute to
ttre Fedoral Sudget.

FromthoGoverr:nentpolntofvl.ewrE'fallof].ot.
lialayan tn ttt" pof"o of rubber for one 5[ea1' wtll red'uce tha
dt;;an traao Aifanee bf *1* &ltLlton (}.{alayen} " Th'erefcro' the
Govennurent i g rellancg sn rubbcr as a maJor sours€ of r€lt{?!1u.€ ls

Mal-se

2,5S+

509, +SG

,8?5r 3+5

1 ,52V

342rW?

l,, +3$,n514

r$&



of maJor funportance. rn faci tt ts over lmportant, such thaiany fluciuatJ"ons ln tho prlco of nubbor wtthln tho r"snge of afevr eents por_ yes"r w111 upsot any d.ove loSxnont or uoverrrarsnt
ex;:enClture p1e.ns to a v6ny grent exianr Es to he erj.tlea]_.ljnloss the s.ssuranco of pnici stablllty ie EraLntalned phe
shole acoromlr may be et the nercy of tle whj-ms and f'ancy oftho marke t .

(1) TABLE ?.5

DETAIIS CIF Dii?Y 0CiLHCtriS {il.,r EXl.OR,i
Fl:Drifi$?i{}}'i *F !,,:ALAYA lESg

( tn $ 1 , ooo I'talayarr )

Fir s t Sshedule llirty ( ad , valoran )

fnflattonery Cess

Thind Schsdule tRosearch Cess )

Replanttng Soss

(?) rABLE 2-4

ESTT}{ATED HONUT*,frY SiJPPLY TI{ h{ALAYA (].959}
( 1n $ 1 r oo0 Dtalayan )

Actlve Ctrculatlon of Notss ln Mal-aya and
Br1ttsh. Bornao

Actlve Clrcu1atlon of Coi-ne 1n llalaya and
Bri tlsh Borqorr

ActS.ve Ctrcu"Iatlon of liotes and. Colns 1n
hlalaya and tsrt tleh Bornso

Deposlted. ln Ccrnnerclal Banks Ln the
Federatlon of iilalaYa

llotes heLd by the Troasury ln Mal"aye

Total Honetary SUPP1Y tsxlstsnt

OF RUBBSR

lu+, +5S

f i, s6?

12,095

52r175

975,5??

4s r 99u

l-,021r6?5

'd26 r224

1r555

11849 ,432

(1)

( e)

Federatlon Yaar Book l-961 fablo 1'l '

Fedaratlon Tear Book 1961 Table IU'

SOIIRCE:



INTIRIIATIOIJt\L ST iTIS5:ICS 
^

Halaya owes her posltlon as the 1arEcst dollar
earner trn the Connon'"resJ-th to rubber and t1n. Her econany ls
tllereforel s€nslti.ve to the prosnerlty of the automoblle
lndrrstry, ihe key J.ndlcatlon cf economle hsalth ln t}:e Unlted
States, and the ,Jevelopgent of synthetle rui:ber, The effectof ohan.r.'es Ln the prlr:e of ruhbe:'on the tr.a*e i:alances of
iialaya arg evl*ant, nn:'t1cr"r3"ar1.r' .*o because l"ialeyats abtllty to
pey for her lmporte l"s reflected ln tbe novements ln her terms
of tracie hy lvsy of her sale of rubber:*

Ia 1951, the I'ialayan Fubber fndustny produeed about
V36.TA* ]"ong ions i*lrlch 1s rnore tha:r one-thi.rd of the totel
warld produotlon of 2r08Sn500 Long tons, The total wonld
ccnsumutlon of natural for that y€ar, however, wa,s ?rL3Jr00ti
tons vrhlsh ls a:rprCIxlnately 45r500 long tons Eore tliaa the
1961" totaL anmral prcduntlon flgure" ?hl.s lndloates tiiat
deraand exceeds supply ead that there Xe a great potentlal for
lncreased natural- iubber productlon ln i'ialaya, tn vlew of the
lneree s lng consumptlon.

Howgver, to base potentlellt:r of 'lne:reased produotl-on
from past ooneumptloa flfiures would be hlgh1y unreallstlo
unlesb we cau basloally Juetlfy such oontentlone Ln vl,ew of
the other eompetltlves ln the narket. However, n4any author'1tles
on the subJeot have trled to proJeot thelr oi{l1 foreoast of suoh
flguree and to draw thelr oonoluslons thereforn"

recent statlstleal- lnveetlgatLons ilre
rubber ls rouqhly doublLqg ltseLf ourlng
1900 and the Bo*o411€it Paley Conslsston(31
world consunptlon by L975 tc be arouud

Aoaord tng to
annual eonsumptlon of
eaeh deoade €verslnce
ln 1952 has eetlmated
5,000, 000 lor:g tong 

"

There ts, thereforer ?B expandLng need for rubber.
It nu,st be noted, 

-however, that predletlons of rubber
consumptlon are usually sirorb term eetlmates made to gulde-the
lndustiy ln plannlng product ton eolredule s. The plannlng of
produstione ilchedules oan be based on anntlal estlnates of
desenA, but a long teqno supposltton that prouuctlon wlLl be

nrofttible 30 ieais after ttre date of plantlng aontr*butee a

{3 } Loran G. Folhaaus. nBubber: Boianyr- Uttl.lzatlon" Leonsrd I{111 Books Ltd'
pag6 377 "

Produo t lon andl
, London, 1962.
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naJor uncertalnty to the S"nclustry.

The Drof1tablllty of the rnbber lndustry, therefore,
deuentls upon a nunber af forceso the prlnolpal of whlch ar€
pf loes snd the synt?:"etle threat.

PqI q E _ggqsR ti r I'i+ryTs

A etudy of rubbsr prlces lnvol"ves a knowledge of the
detevmtnsnts. Eoononto th*ory *n'*rlsa$es the contentlo* tlre
prto€ ls deter:lLned b,y supp)"y and cl*inand. To saf that that thc
prla€ of nstural rnbber has seen conrlltlcn*d by the sunply and
demantl forces, 1s an overslmpltflcatl-on, The ohlef conponents
lnfluencln* the nriee cf rubber are:-

1. ths volunne of produstl.on
Z. the voJ.une of exports
3, the volume of etocks heLcl
4. the voluue of rubbsr 'rafloatn
5. the volume of r*b-her I'nPonts
6 . !F:._:olu** ?1 oonsulr-pt ton

it. consuner buylng po1lcy
I, Strateflo stook-p1L1n6,
9 . liarket op€rat lons

10. Substltutes - SYnthetlos.

However, to ge:r€rallzor w0 ean reelasslfy thq tt€ne
under the supp)"y and deioanC foroes, ancl other ruarket forces'
$upply oovers produotlon, exports, rubber aflaat, lmpori;s etc".
Deilanb enbodLes oonsuurption, stra"teglo siook plllng eto.. Other
narl<et foroes lnolude merket operatlons, consurn€l buylng policyt
synthetlce €too.

If a number of the above factors oacur slmultaneously
the nagnltuf,e of prloe fluctuatlone 'x111 lnor€ase. For lnstanee,
abnorrilly heavy ixports ln the month may deeress the narket
prlee. C6nsuner buylng ffiy_deoLlne ln eons€quenoe end there nlay

Le a tfqufAatlon of stocke held by produc?rs and dealers who

fear an even lover prloe, all. of wirloh together may oause a

eubstanttaL loss tn pr10e. However, abnornsl exports oannot
contlnue for lorrg" eonsumers car:not reduce thelr purohases
lnddflnltely ;;f ilqu1datlon of stocks or ttlong pcsltlons'r 1s

not a conttnutng oPeratlon.

It le beoauss of suoh unpreolotable foroes ihat the
prlce of nsturaf rubber te hlghty r:nstsble and that thus refLeots
the lnstabliity of th€ rubber lndustry. liugy. eoonomlsts anc
promlnent rubber research experte have trled to eLlnlnate prlce
fluatuatlons tf not cornpletely then at least to ellrrj.nate the
exi;:eralttee cf sueh fluctuatlons.- I;iarketlng lmprovements
through oonlrAct -SXS,!"e$g and tyre

$ay fivaffiffnfnate prlee extremltles.



Fe111ng prlaex reflect the present lntense conrpetltlon. rna free market a -Srrloe rieorlne Le the means whereby therel?tlvely lneffl*J.*nt producer.e of both natural ind synthetlow1I1 be foroeti to wlthdraw ffom the uiarket ln order to brlngsupplg and demand lnto equl-ll-brl"nn. In thls palnful proo*nu,1t ls the nost efflclent, I"ow oost produo€r.s a:tro w11I end upop€ratlln4 at full capaelty and wtth the blggest share of the
market.

Tn tlncs of hlgh pliees, conpetttlon le lntrodueed lntothe nsrket. The more lnnortant af sL;nh lntruslons l,s scrap
rubber whlch offer as nu+h coi:rpetltj"an es synthetlc ie tonatural rubh'er. llhen riJ-seusslng ooinp€tltlvlty 1n fhe rubberlndnstry stock-pl]-e rel-easea *uiit alss be borne tn mlnd slnaethls offer a great deal of carnpetltlon to the rubber lndustry
aa a whole.

q i{E_ .I }riLR opucsI o }i .o 4 _qy NT ryEq r c, fl UBB,ER

Oae of the dlfflcult problens encCIr.mtered ln the
dlscusslon of synthetlo corrpetltlon 1s the broad nurnber of
types avallabl,e and ln use, couule vrLth the extraord!.nary
dlverslty of end uses whlch tray,one Hay or anather,be
aompetltl.ve wlth natura1 rubbar, The use of the very general-
term I'synthetlcsn cover$ the whole rang€ of synthetlo
el"astoners trhloh are ln oonpetttlon wlth natural one way or
another', botir ln the dlverslty of uses ln the dlverse lndustr,l"es
1Lke autanoblle lndustry, later and foaro lndustrLes, carpet
baoklng flelds, and so o[, where natural rubber has a rery
CIonpetLtlve hold agalnst synttretlos as to the volune of
oonsumpt lon and uee " Horvever , tt nust be borne 1n nlnd tha t
thouglr we do not foresee an$ slgnlfloant lnpaat of the
synthetlo comp€tltlon Qn natural lt does not rre&n to 6ay
that the natura]. rubber lndustry oan s1t baok and relax. Such
attltu'des ar€ usually devastatlng'

Natural rubber prlces always undelgo serlous
fluotuatXons and 1t ts beoause of thle lnsta'olllty end other
teohnloalltles, that ue€rs of natural 8s a nnaJor ra?I materl.al
cost have been lndueed to lnedease thelr efforts to use a
replaoement product - for lnstaneersynthetle has a more stable
prlce pattorn.

It suet bc rmderstood that the lnoreasecl usese of
eynthetlos ln the najor narkete are reallsed because prlces
of euch latlces are relati.veiy low ranglng fron 84,1?? cents
to 9?t952 oents (Fialaya+) per pound: as oonpared wtth the
prtce'o? nuturaL at 9i.Ei benti to 97 "952 cents p* pound( l+)

T
tl

!

(4) It must be noted that thls quotatlon Le the ltrew York rni:ber
market quotatlon and not ln the Fialayan_equlv*:l,ent. The
pr*lcee rire dlreot conversl-ons of $f iU.S. ) to $3.06t (Fiala;,'cn )

ih; iieu. quoted ar€ lg6t prloes glven ln the &Bbbor Stat1st1,:s
lland bosk L96]-.



Couplnd wLth thle 1* the ecor;ro*rlc cannlballsm of
synthetLo. 'Synthetto rubber producers have chcser: to pay no
heed to the +rolLdrs total rui:ber r-:onsii)niptlon ancl have buJ.lt
up oap&oltles for pnoCitotlon w'hlctl are p;reetly 1n excees of
tire ttg*p " * to sofirethlry; llke half a m1-1,11c'n tons at the
present tlme, Bearln$ dor'rn on the n*rket as e Hhole, thLs
exf,e$s Oaf'a*l"ty {ri'rves to hurt tlie r:.stural rubher prcducer,
al-t;tltough on i:alnnce the s"vnthetlc procLlc€rs thenselves are
havlnq the hardtin tlsre,

Synttretle prctlnctlon ls tncreris 1nf; at twlee the rate
of natural- ru|":her $er arjnrl:. 'I'o nake up to the tror'ld demnd
the synthetla rreri'rth ls st fl;e nerReni per annun vrhlle
natllral rubh*i' ls *ontented i+J-th ?* p*roer1t.

The threat of synth* ui.o rubber has hesn erthancedrnot
on)"y,by tha lucreased cepaclty of lts proriuctlon throuqh the
€rsctlon of new plants thronr4hout the world rbut also throuqh
the lntrcdncltlon of sterco-reguJ-ar nuhbers whleh are elalmed
to bt a ear.:nJ-Ete replaeer*ent of natural rutrber.

tr,re have to aceept the faot that lncre=slr:6 conipetiilon
from syn'bhetj.c ruhhers w1l"L $ean that the prlce of naturaL
rubber w111 havs to follow a dolsntrard tren& tol'rards the enrl
of the ddcade. The lnduetry ti:ust, therefore, be prepared io
be lrr a nosl.tlon to sell at a prlne hlgltly oomp€tltlve tslth
that of lts eynthetle eotunterpart.

Horveverr zs eeononlsts belleve uatler eondJtlcns of
€xcesslve supply, p"lces w111 contlnue to fal1 tlntli e:lcttgh
produetlve eapecLty has been rnade unprofltab}e to ellm1nate
the 6xoess substantlallY.

EFFEqLOF-3T,,:r$] JBr cES 
"

In oonpetltlve equlLtbrlum, hlgh prloes nean the
lncreaslng use bf a gocd cheap substltute. There 1s no
*ioepti.on*ln the natural rubber lndustry' Hlgh prloes ooupLsd
wlth the retatlve short-IUII 1nelast1o 6uppiy of rubber has
made suttabie alternatlves 3; rep)-acei:ent of natur'al. Tlnis

Is Dnc of the reasong why ihere has been an lnoreaslng reli'ance
of rubber oonsuners on synthetlcs especlally those syrrthetle
regulars tnj"cft have natural rr:i:ber quallt1e 8' Synthetlc has

rnade blg strineu ln the fleld of quallty advaneenent. f?r€

prJ_ne1pa1 result of synthetle tubber r€s€arch has been 3.n the
tmproobrqent-of quallty anci reduotlon 1n the cost of eornpofrrlde

for the us€s r*t whloh synthetlo rubbers ar€ preferred. These

lnclude, for lnstance, the manufaeture of passenger cs'f iy:es'
mechanical i;ooe ", sho6-so11n5, - 

and applleatlons requlr ing
reelstanee [o chirnlcals and ol1s'

Just as the €ntrance of s ynthetlo has made l"ts foot-
hoLd ln tirr-ruiUer market ln tlmes of rubber shorta$res and

hleh pric€sr ;;;-fafact cf sc:'ap rutrber ls al.so apparent'
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The hlstory of su*h us.re oan he tra*erJ to the late lgth centuryn
where the deslrablllty of uslnl up serap ru!:ber follovred thedlscovery of vulcanlzatfu:n r.rht*h haC 1ei to an Lnareaslng
drrrend for :'Ubl:er. I{o*rr€ver, there Fe€5;1$ to be a tendeno} for
leoi,l* to regard t'eel*ln as a cheap sr:l:stltute for. raw rubber.Inpror'enent ln quallty has oanttnueO r"lnilI how reclalmed rubberls helo to have velilable nrc.prrtles as a conipouncilnq lngredLent
vrltleh assllr* lts ccntlnued us€ r*rardL*sa 6f the sttte of therall ruhher tlarlcet. Befare th* rlevelopnent of tho synthetlc
msr"ketr ,lln€rlcans r€sarded the urie of reclslm es s de flnlte
check ot: e):cessi-vq r l*cs ln ra,-l rut'bsr nr lef s.

fhe u.s. corsunr"jtlon of reelained rubber ls as foll-ows:
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1g?0
1"921
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1933
1951

. l", 000 tons
1Sr0CI0 tans

- ?51300 tonsd 41, trgg tons
?23'000 tons
85r000 tons t r\

- 345, ooo ton-e \ ) I

Q*art.f,t a5a
(r'i 'o"5 r".r)
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:$o

la.

t"l-o

r6

l'e

F igx'a I

116{) ElO rlro r(lso ,rro 
,.o.

GaapLico.t prrrlxt*tiax q
tr*iYsd gn*lcs Cous.r* P}''ow
O1 *cotcri,"^cd R.*bber.
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The.g',r'aqhlear presentatlon ehor,rs lgzr of usase ofreclalm falltnc; fron ?5,i00 tons rn". 19?0 t;-r+i*r+oo tois i' 1gzl,refleetlngl a fall- ln priee durlnrq thai yesr. 
.tn 

lrgzg, tt;lncreased use of recialm at?2jr0oOtons wa,* epparent be oouse ofrl-sLng nrlee*, *nd the crop 1n'1g33 to g5;00b"tons alsolndleates the sltuatl'n at that tlne naroeiy, the tracje deprestonof the 1930t s,

The threat to the ::.atu:'al rubber lndustry has beenfuther enhanoed by stc*k:::ll"e rel.e*:ses by the G.s,A. alrd bthe$stoek-plle vel"ees€s. Altirou,_rh tl-'^ls h*s been a nroblem, 1t 1snot as great '? thre;t cai:rparec to the conrretltlveness 6r
synthe t1o.

lio slngle Linqilallfled $ea$ur€ can be lntroduced aFa sclutlon to such a protrlen. iieasr:res rrhtch mlght be taken
€ to offset t}:e lnnaet cf sr"rch coiu:)etltlon lltli be dealt 1n
rnor€ detall ln the cours€ of ttrls €xerc1se.
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