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The Rubber Industry n i Lanka:

Bleak 80s outlook
Bright 90's prospects

Sri Lanka's rubber production
is expected to reach 1its lowest
levels in 24 years by 1986 when the
country’s total output is estimated
to drop to 100,952 tonnes from a
peak of 160,000 tonnes in 1970 and
about 153,000 tonnes in 1979. While
the main rubber producing coun-
tries will be increasing their pro-
duction in the years ahead, and
reaping the benefits of an increas-
ing trend in prices, Sri Lanka's
rubber output levels are due to take
a steep dip in the 1980’s and are
expected to pick up fully only by
the mid 1990's (see tables 1 and 2).
There are several reasons for this
impending crisis in our industry,
the most prominent of them being
the years of neglect In the coun-
try’s rubber replanting programme,
a general lack of maintenance of
estates both large and small, and
an inflexibility on the part of the
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authoritles and the trade to take
advantage of the advances in the
industry and consumption patterns
which has in turn resuited in an
almost negative attitude in the
spheres of research, marketing and
production. .

On the other hand, the néed to
malintain the highest possible levels
of production and export earnings
has never been more imperative
than In these early years of the
1980's. With ‘the country’s ‘import
bill reaching unprecedented leveis,
and export earnings tralling slug-
gishly behind, the net result has
been a record merchandise trade
gap of nearly Rs. 20 billion in
1980. Prospects are that the Im-
port bill will continue to soar over
the next few years, while fears
have been expressed that foreign
aid cannot continue to' finance the
country’'s yawning: trade gap.
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RUBBER PRODUCTION:
PAST AND FUTURE

A graphic representation of past and future rubber
production trends in Sri Lanka covering the 75 years
from 1934-2009. The chart (in semi-logarithmic
scale) illustrates clearly how although thero are some
fluctuations appearing between 1934 ‘aad 1961 the
overall trend in the long term shows a fairly
constant level of production. The period from 1962
to 1970, however, shows a steady increase in pro-
duction and then a constant level upto 1978.
Estimated production from 1979 indicates a steady
decrease upto 1985 and then a steep increase from
1986 onwards.

Heavy hopes are therefore being
placed on earnings from exports -
the traditional agricultural com-
modities, the non-traditional agni-
cultural and industrial exports,
and the foreign exchange earn-
ing service industries — and rub-
ber is expected to play a vital role
here.

In spite of the various efforts
at diversificatlon of exports, earn-
ings from the plantation sector are
expected to provide the major part
of the country’s foreign exchange
returns in the 'foreseeable future.
Several major development projects
are being launched and at present
foreign ald is providing most of
the finances in the short and
medium term, but this is expected
to tail off. It appears that earn-
ings from the Free Trade Zone
éould at most provide a safety net
but it would be too risky to rely
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on this source; thus, unless export

‘earnings from the plantations ex-
'pand -to make-up-for-the shottfall ..

In financing of the development
projects envisaged the situation
could get critical. The view has
been expressed that if -export re-
ceipts cannot help, the - finaneing
pof the external resources gap will
be impossible without ' recourse to

British rule on the island was _the

“consolidation of ,the foreign : pre-
senice throughout -the -&ountry -and.-

the deepening of the allen inroads
into the economy.

The situation in which Sri
Lanka finds itself today, with re-
gard to the plantation economy and
brittle export dependence, - ‘was
largely determined by ‘the British

Table 1 PRODUCTION OF NATURAL RUBBER
Ly (thousand tonnes) .
1979 Forecast

Quantity % 1980 1990
Malaysia 1600 422 1750 2750
Indonesia 905 239 950 1175
Thailand 529 13.9 540 1000
Sri Lanka 153 4.0 165. 200
Inidia 147 39 — —
‘Africa® 194 5.1 225 . 350
Others 267 1.0 415 600
‘Total 3795 100.00 4000 6000

Source: Rubber Statistics Bulletin, IRSG

* Liberia, Nigeria, Ghana, Zaire_, Camaroon, Central Africa, Ivory Coast.

suppliers’ credit and other short
term commercial loans (which ecan
be very expensive and counter-
productive), this would pave the
‘way for the return of import res-
trictions and a change in the pre-
sent directlon of development.

Rubber has remained one of Sri
Lanka’'s three staple export commo-
dities throughout the eighty years
of this century. Together, the three
traditionals-tea, rubber and coco-
nut — have accounted for over 90
percent of the country’s export
earnings upto the early 1970’s.

The new industrial exports and
gems have, In recent years, kept
Increasing their share of the coun-
try’s export earnings, but the three
traditional export crops still eontri-
bute around 70 percent of Sri
Lanka’s export returns and will
have to make the major contribu-
tlon for many more years to come.

The alternative to this depen-
dence on exports would be restruc-
turing of the entire economy and
the return to a self-reliant economy,
in the modern context. The impor-
tance of the rubber industry in Sri
Lanka’s economy can be traced
back to the period when the dis-
tortion of the economy first ap-
peared. This process, started by the
Portuguese in the - 16th ..century,
which diverted the directions of the
country and its people. away from
thelr own needs, was sharpened
and refined in the subsequent cen-
turies by the powers that .followed:
them, namely. the Dutch and the
Bnt.ish A significant impact of the
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rule of this country during the 19th
and 20th centuries. The British re-
placed much of the traditional agri-
culture of the country with more
plantation crops and
finally enmeshed Sri Lanka in @8

Table 2.

. rapid _expansion in _acreages under

cultivation, in quantities ‘exported
and -in- value- of -exports: of each- of ¢
these three commodities.

Rubber came to be regarded
as the youngest of the three major
plantation industries which  still
forms the base of Sri Lanka's eco-
nomy. The Para tree .Hevea bra-
sillensis was Introduced into the-
East in 1876 when the original
plants received from the Royal Bo-
tanic Gardens at Kew were plafit-
ed at the Government's Henerat-
goda Gardens 17 miles from Col-

. ombo. (See box on page 5).

The commercial cultivation of
rubber in this country did not, how-
ever, get under way until considér-
able technical improvements.in cul-
tivation and manufacture were
made possible as a result of expe-
riments at the Ceylon Botanic
Gardens in the years 1897-99. This
factor together with a decline in
tea prices and an Increase in rub-
ber prices, encouraged the ‘rapid
expansion ot rubber cultivation
between the years 1900 and 1910.
Acreage under rubber Increased
from 1,750 acres in 1900 to 40,000
acres in 1905 and 188,000 acres in
1910 (see table 3). :

ESTIMATED RUBBER PRODUCTIQN 1978-2005

(tonnes)

Year State Small/holders Total

Estates Private Estates :
1978 42,924 112,738 155,662 actual
1980 40,383 80,000 120,383  estimated
1982 39,364 73,950 113,314 "
1985 43,273 76,840 120,113 "
1986 46,302 54,650 100,952 "
1990 58,616 61,060 119,675 '
1995 69,223 89,890 159,113 "
2000 76,587 125,660 202,247 v
2005 84,312 142,850 227,162 ”

Source: C.D.C. Rubber Industry Master Plan Study

Note: The Central Bank of Ceylon, however, has forecast increases im the
volume of rubber that will be produced over the coming years. In its

latest annual Review of the Economy (1979) it forecasts an annual

average

growth rate (at ourrent prices) of 129 up to 1984 and states “In the ocase .
of rubber the expecied price and volume increases are 11 per cent and 3

per cent respectively per year” P289.

colonial plantation eeonomy .

Coffee was first introduced but
by the 1870's it was making way
for the more profitable and succes-
ful tea crop. The rubber Industry;
together with tea and coconut,
came to form the base of the coun-
try’s export sector within the com-
paratively. short period .of .about 3
decades, beginning with. the decline
of the coffee -Industry in the 1880’s.
During this period -there was- a

The rapid expansion of the
motor car industry, particularly
in the United States was, of course,
the chief .stimulant to rubber pro-
duction. Prices for rubber remained
at a lower level during the next 10
years, 1910-1920, hut they were yet
high enough to permit the -continu-
ed expansion of the industry. By
1920 over 450, 000 acres, . or _about
two-thirds .of the. present rubber_'
acreage in Sri Lanka, was wundex
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TABLE 3.  Acreage of Rubber
in Sri Lanka 1900-46

Year Acres
1900 — 1,750
1905 —_ 40,000
1910 —_ 188,000
1820 — 460,000
1825 — 495,000
1930 — 582,247
1935 -— 602,412
1940 — 636,936
1945 - 655,040
1946 — 659,909

Source: Report of the Rubber
Commission, 1947.
cultivation although of this total
267,000 acres were actually in
bearing. The country’s exportable
capacity thus continued to increase
untll the period of the “depression”
in 2930 (see table 4).

TABLE 4. Exports of Rubber
from BSri Lanka (in tons)

Year Tons
1900 4
1905 700
1910 1,697
- 1915 22,000
1920 38,500
1925 46,000
1930 76,000
1931 62,000
1932 50,000
1933 63,500
1934 79,000
1935 54,000
1936 50,000
1937 70,000
1938 61,000
1939 60,000
1940 88,000
1941 90,000
1942 115,000
1943 99,000
1944 100,000
1945 96,000
1946 100,000

Source: Report of the Rubber
Commission, 1947.

Ruber thus became significant
as an export item from Sri Lanka
in the first decade of the century.
As seen in table 4, it showed a
sharp though irregular upswing till
the end of World War I, as demand
was expanding steadily and produc-
tion lagged behind. The post-
First World War slump and the
weak demand from world markets
caused a downswing, which conti-
nued in the early 1920’s. This period
was dominated by over production
in the industry, resulting from
over-investment in the years of the
previous upswing. The trough was
reached in 1932, when the de-
pressed world business conditions
affected this industry most seve-
rely. ‘There was an upswing In
1933-34 due to the revival in busi-

ECONOMIC ‘REviEwW, DECEMBER ‘1980

ness conditions, but the improve-
ment in exports was short-lived.
The serlous state of recession
in the world rubber industry caused
the plummeting of prices while
the glut in international markets
kept building up. The London
price per metric ton of rubber for
the years 1900 to 1918 averaged
£417.1 but for the period 1919 to
1939, it had slumped to £ 103.7

and during the depression year it
was as low as £ 21.2. The Agency
houses in the rubber producing
countries were most affected and
attempted to alleviate the problem
of oversupply by calling for the in-
troduction of output restriction to
boost rubber prices. Two schemes
were established during the inter-
war period: the Stevenson Restric-
tion scheme of 1922-1928 and the

The American continent is not
the only discovery attributed to
Colombus. He is also believed to
have been the first European to
have set eyes on natural rubber,
History relates that when Col-
ombus made his second ‘great’
voyage to the Americas in 1493 he
came across some Indians in Haliti
playing a game with balls of gum.
Though there did not seem to be
any immediate use for the new
material he reported its existence
on his return home and may also
have brought back some samples
out of curiosity.

Over 250 years were to pass
before the first tentative steps to
make serious use of this peculiar
substance were taken, when in
the 1760's it was discovered that
crude rubber from South Ameri-
can could be dissolved in turpen-
tine. The natural liquid rubber, or
latex, could not be transported
without deterioration but in the
dissolved form it could be shipped
across the Atlantic to Europe,
where it was used to produce rub-
berised fabrics, boots and other
articles.

But it was not till the 1840’s
when Charles Goodyear and Tho-
mas Hancock discovered the pro-
cess of vulcanization that rubber
was converted from a substance of
comparatively little importance to
one of the world’s most impor-
tant commereial products. Vulca-
nization made the modern rubber
industry possible by permitting use
of the substance in combination
with machinery and in tyres for
bicycles and later for automobiles.

Early articles made of rubber
suffered from many disadvantages.
The rubber rapidly deteriorated, be-
coming sticky when exposed to
heat and light and hard and
brittle when exposed to cold. It
was only with the discovery and
application ' of two complementary
processes, mastication and vulca-
nization thit the basis of the
future world-wide rubber industry
was truly laid. .

BEGINNINGS AND GROWTH OF THE INDUSTRY

The year 1900 may be said to
mark the birth of the motor car
era, and for the next 80 years
the production of the petrol-driven
vehicles Increased year by Yyear
and with it the consumption of
rubber.

The name ‘rubber’ was adopt-
ed In England since one of its
early uses was to ‘rub out’ pen:il
marks, while the French word
caoutchouc comes from the South
American Indian word cao mean-
ing ‘wood' and ochu a flow or
weep, ‘weeping wood' being a gra-
phic description of the tapping of
a rubber tree.

As soon as the potential ad.
vantage of rubber came to be ap-
preciated it was realised that
something would have to be done
about cultivation of the rubber tree
on a large scale. The tree grew
wild in Brazil, and location and
extraction were difficult-hardly
conducive to regular production.
After many false starts the select-
ed tree, Hevea Brasiliensls, was
established in Malaya and other
places in the East, the original
seedlings becoming the ancestors
of the extensive plantations exist-
ing today. Prior to this a large
number of plants were brought
from Brazll to Kew Gardens (later
Royal Botanical Gardens) near
London and the first 100 rubber
plants to be despatclied Eastward
came from Kew QGardens to 8rl
Lanka (then Ceylon) in 1876.




International Rubber. Regulation
Agreement;of 1934-1941, There- .is
general agreement that restriction
of output was more effectively im-
posed by the colonial Governments
upon the indigenous small - holder
sector than.upon ‘the large foreign
astates, In- .Sri Lanka the average
1934 quota for . estates = exceeding
100.:acres- was -330 lbs. per planted
acre, for small estates it-was 265
1bs. while for holdings of less
.than 10 acres the quota was only
195 lbs. ~ This quota Iimbalance
meant that many estates could op-
erate at capacity while small hold-
ers had to cut output. Apart from
the taxation policies which
favoured estates, this was one of
‘the main reasons why the estates
survived the disastrous years of the
.depression.

The Second World War, how-
iever, gave a new impetus to rubber
‘when war needs. absorbed all out-
put.:

As 1In the case of tea, the scale
of forelgn Investment in the rubber
industry too was considerable,
though Sri Lankans had a larger
‘share in the openirig up of and
.operating rubber plahtations than
.they :did in ‘tea. ' -A large number
‘of  rubber:-eompanies were floated
in ‘the elght -year period, 1904-1911.
‘The island:was In'a position to
recelve large doses of forelgn In-
‘vestment -with its basic infra-struc-
ture of roads, -railways, ports, mar-
ket and banking services, a wage
‘labour force and an ‘efﬁcient’ gov-
‘ernment .administration belng es-
tablished while London 1in. the

bered the Sterling companies, pos-
sibly because of the tax advantagés
in floating Rupee companies. This
did not mean _that ‘there was, a
greater degree. of local investment
available evidence from scattered
sources strongly suggests' that the
great ‘majority of shares in both
Rupee and Sterlihg companiés ope-
rating in ‘this country in the early

- part of the century were foreign

owned. - There were some Rupee
companies,  however, that had sig-
nificant, though rarely majority.
local® equity participation’ This
foreign - ownership of Rupee com-
panies-was- eraded only during World
War II and following the -perlod
of Sri- Lankas independ_ence-,'_'from
British rule. - Belng a rural sub-
sistenice écohomy, prior to the es-
tahlishment ot the plantations
little or no ‘domestic - “cdplitdl -was
available: The very nature of ‘the
economy provided little or ' no scope
for entrepreneurship. With the ‘ex-
pansion of the nioney economy.
however, a Supply of domestic capi-
tal was becoming available fnr
investment in export agriculture.
At ‘the same time the Ceylonese
capitalist was beécoming aware of
the new markets, and therefore,
willing to undertake ‘risk, as the
success of foreign capital exerted a
kind ot demonstration effect on
local capital. Supply of domestic
capital and enterprise became in-
creasingly evident in the first quar-
ter of the twentlieth century, when
new investment in land, especial-
ly in rubber plantations took place
at’ a growing pace.

Table 5. SRI LANKA RUPEE AND STERLING COMPANIES ENGAGED IN RUBBER
PRODUCTION ACREAGE AND CAPITAL, 1920

Number of Companies a/ -
Total acreage .

Total issued capltal (b)
‘Acteage per company. .
Issued capltal per company. (-)

Rupee companies Sterlmg compames
127 - o 28
73,604 - 69,940
5,741 998 5,246,641 b/
580 2,948
45,000 194,320

Source Derived from Handboak of Rupee Companies, 1920 and Ferguson's Direct-

ory, 1920, .

a/ ‘Tn addmo'n'to the companies listed, there were 8 tea-cum-rubber companies (1 rupee
* "company of 1,919 ‘acres and 7 Sterlirig companies with 20,314 total’ acres) Data are
not available on the acreages and capital proportionsdevoted by these companies to rubber

i)/ -Data available ‘for only 27 compames
© capital.

Data for 24 compames bnsed on authornzed

¢/ -Converted i‘rom Rs. to £ at fixed conversion of 1 £ - Rs. 10.

early twentieth century was weil
organised for promoting investment
in, colonial plantation enterprises.
‘The fact that capital was effec-
'tively . mobilized in London is re-
ﬂected in the larger scale .of Ster-
ling as .against Rupee Companies
'both in average.acreage and issued
capitaJ. (See table 5),

However,. despite their, smauer
size the Rupee companies 'outnum-
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~ Yet it was the Sterling compa-
nies that had the major impact
on the increasing investment drive
at the time, and rapid growth of
rubber production and exports.
These Sterling rubber companies
came into existence much later
than the téa companies and also
under différent circumstances. These
companies were typically promoted
by ad hoc syndicates or by mvest-

ment trusts which were formed spe-
cifically for this purpose. Unlike. the
Tea companies which were general-
ly formed by proprietary planters,
in - conjunction” with banks or ' es-
tablished investment trusts, imore
interested in long term returns; the
rubber firms were established during
the rubber booms of 1905 - 1906 and
1909-1910, it appears, to take ‘ad-
vantage of the public’s speculative
enthusiasm, and possibly it . was
the ‘hope of high, short-run ga.lns
that served as the driving force.

Some of these forelgn owned
companies which - invested In rubber
took - to the production -of - other
crops, particularly tea as a means
of . improving - profitably, while some
of the Tea companiés dlverted - to
rubber with the prospect of ‘" big
profits at the .time: of rising prices
during the late 1920s:

- Unlike the tea industry, which
was an offshot of the Indian in-
dustry, and through a long period
of trial and error came to  be
placed on a firm footing in this
country by the late 1880s the
rubber industry was in a different
position. When Ceylon's first rub-
ber companies were being estab-
lished” in 1904, the plantation- rub-
ber industry of the world was ‘still
in its infancy; there were not even
any settled techniques of cultiva-
tion. The fear of over-production
and the possibility of the inven-
tion of synthetic rubber, com-
binéd with the volatile nature of
rubber prices, rendered the industry
highly speculative in its early years,
Moreover, those companies which
were working previously uneculti-
vated land and planting rubber
for the first time, had to walt six
to eight years for the trees "to
reach the production stage. As time
went on, however, the danger from
over-production came to be dis-
counted. '

Also, due to the weak demand
for tea In the early years of .this
century British planters had be-
gun to see in rubber a more pro-
fitable product; rubber was thus
planted extensively, although not to
the same extent as tea. Coconut
was the other main crop to be
grown on a Dplantation - basis; but
as it was also originally a peasant
crop and this industry was largely
in local hands.the. enclave .situa~
tion was not as pronounced as In
the case of tea and Yubber. .

With - this introduction of the
classical. plantation economy  atb
the end of the 19th century and
early . years of the 20th century the
country’s economy suffered a clas-
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sical dualistic split. The enclave or
‘modern’ sector had its main in-
teraction with the external world
and very little interaction with the
traditional economy, within which
a large part of the population lived.
Just as the iInteraction with the
outside world was exclusively with
the enclave sector, the interaction
of the government was likewise al-
most exclusively with this sector.

The estate sector produced en-
ormous surpluses. Once the initial
capital was Injected, handsome divi-
dends were available. The planta-
tion sector’s growth provided high
level dividends for forelgn share-
holders and a high level of con-
sumption for both expatriates and
allied local groups of persons with-
in the enclave. It did not signifi-
cantly increase the production of
local goods and services, nor were
surpluses invested outside the en-
clave., The ability of the so-called
modern or enclave sector to initiate
economic development for the
country as a whole was therefore
minimal.

With the establishment of rub-
ber as & plantation crop the de-
pendence of the economy on three
primary agricultural export com-
modities was complete. Agriculture
in the colonies was generally view-
ed as primitive and backward and
this reintorced the rationale of the
colonizers for neglecting it. They
thus diversified production to one
or two cash crops often to the ex-
clusion of staple foods. Rather than
helping the peasants, colonialism’s
public works programmes only re-
inforced export crop production.
Plantations usurped most of the
good land, either making much
of the rural population landless or
pushing them onto marginal soils.
The introduction of the planta-
tions meant the divorce of agricul-
ture from nourishment, as the no-
tion of food value was lost to the
over-riding clalm of “market value”
in international trade.

A process was begun in earn-
est which stifled and distorted
traditional agriculture in order to
extract wealth in the form of ex-
port orlented cash crops; the ag-
riculturally productive population
had to move away from growing
their subsistence crops which were
allowed ' to fall into neglect, and
for large numbers of this popula-
tion land-tenure became most
insecure (a security that is now
recognised as the first prerequisite
of agricultural progress). A new
‘dynamic’ ‘commeércial sector em:
erged at the expense of the tra-
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ditlonal sector which came to be
regarded as ‘backward’. The history
of underdevelopment has shown
that .the economic decline of the
‘backward’ sector was the direct
product of the formation of this
other ‘commercial’ sector, tied in-
to the International economy.
Rubber acreage, production and
exports, as we observed, moved up

rapldly in the first 20 years of the
century, and over the next 20 years
fluctuated downwards and then
recovered slightly. The final phase
of the expansion of the plantation
export sector appeared to reach its
close with the coming to maturity
of the rubber Industry. Despile
various restrictions in the 1920's
and 1930's, both acreages and out-

Rubber contributed as much as
Rs. 1,239 million in a total of Rs.
4,168 million recovered by Govern-
ment as export duties in 1979;
while from a total estimated Rs.
3,855 million in 1880 rubber duties
were expected to contribute Rs.
2,070 million or more than 50
percent of total export duties,
For 1981, however, the Minister
of Finance proposed a reduction
in the export duty on rubber by
15 percent per kilo, by adjust-
ing the sliding scale of duties on
rubber.

This sliding scale of export
dutles for rubber was introduced
in 1961, based on the average price
of RSS Grade I in the London
market. The basis of setting this
price continued unaltered for 11

Year Rubber Exports
Tonnes
1970 160,651
1971° 129,353
1972 129,604
1973 160,759
1974 127,553
1975 160,877
1976 136,933
1977 134,530
1978 138,045
1979 128,208

years when &s a result of persis-
tant representations from the
trade there was a revision in July
1972 and once again in April 1973.
At the end of November 1976 a flat
rate was Introduced over and
above the sliding scale. In July
of that year a revised duty struc-
ture came into operation with &
fixed duty rate of Rs. 6/65 wver
kg. - which was to be added to the
converting sliding scale. From mid

Fertiliser subsidy at 50% of cost price
subsidised at ‘the above rate

_atRs. 178 57 per person
Total ’

RUBBER’S CONTRIBUTION TO REVENUE

RUBBER EXPORT DUTY 1970-79
Export Value Export Duty Export Duty as %,

Rs. mn. Rs.mn.  of export value
439.7 538 12.2
306.8 10.2 3.3
265.1 10.0 3.8
591.5 141.5 239
738.5 284.3 38.5
653.6 139.6 214
889.6 197.4 22.2
930.6 260.6 289

2,020.5 1,001.0 49.5
2.491.4 1,239.0 49.7

RETURN TO RUBBER INDUSTRY FROM SUBSIDIES

Fuel (subsidised rate Rs. 5.30 per economic rate Rs. 9.66 per gallon)
Transport (assuming 18.2% total costs are fuel wluch is

Electricity (assuming economic cost is three times the ﬁnanclal cost)
Rice ration subsidy (to 172,000 smallholders per 1 ha and 68 400 workers

November 1977 with the new
Government’s first Budget the
existing sliding scale of  export

duty was brought into operation,
The following table summarises the
export duty over the last decade,
and shows it as a percentage of
ennual rubber exports.

An estimate by the Rubber
Master Plan Study team showed
that the export duty alone ac-
counted for almost 50 percent of
total export earnings from rubber
in 1978. The other major compo-
nent of cost was wages, which ac-
counted for around 24 percent of
.total export earnings.

Meanwhile, the total taxes
levied by the Government on the
rubber industry in 1978 amounted

to' Rs. 996.5 million, In return for
this sum Government expenditure
on specific subsidies to the indus-
try amounted to about Rs. 98 mil-
lion, according to the Study team,
as shown in the table below, These
estimates therefore indicate that
the net returns to Government
arising from the export duty was
almost 90 percent or about Rs. 900
milllon from a total of almost
Rs. 1,000 million.

38,612,986
3,468,442

841,217
12,175,834

42,928,228
98,026,697




put exported continued to rise un-
til the 1930's after which there was
a marked slowing down in the rate
of growth. The years of depression
between 1929 and 1933 affected both
investors in large estates (mainly
foreigners) and also the: local
“rubber barons”, though the colo-
nial government did all within its
power to soften the impact.

Incomes of small income pro-
ducers too were seriously affected;
their standard of living was lower-
ed conslderably, as rubber prices
fell by nearly 75 percent over the
four years 1929-33, while import
prices, especially those of consumer
goods and prices of locally produ-
ced consumer goods were only
halved. Smallholders thus found
their cash Incomes shrunk and
their obligations -heavy. They did
not obtain much relief -officlally
but were able-to add. to their in-
comes (or reduce their expendi-
tures) by turning to increased pea-
sant cultivation, and in this area
they continued to produce at a
relatively high level throughout the
slump. Investors in -large estates
'were, however, left with little or no
income from this source as no divi-
dends could be declared. Estates
which were closed down were
generally liquidated and investors
lost a considerable portion of their
capital. These estates were bought
up by Ceylonese and more in-
vestment in rubber shifted into
Ceylonese hands during this
period.

After 1939 rubber prices plcked
up and even the Sterling com-
panies showed a higher yleld per
acre than during the 1934-38
period. Until 1942 the output of
rubber had been regulated by In-
ternational. agreement. With the
Japanese occupation of “the other
‘main rubber producing countrles in
1942, Ceylon became the main rub-
‘ber supplier for the Allled war ef-
fort. The restriction machinery
was abandoned and producers were
exhorted to maximise thelr- out-
put and to slaughter-tap 20 percent
‘of their planted acreage in return
for a government offer of £45
per acre ‘to meet replanting costs'.

Thus, during World War II rub-
ber output expanded in the short
run to cope with the enormous de-
mand generated, following the
acute shortage of this strategic raw
material for the Allled. Trees were
‘slaughter tapped’ and every effort
was made to extract the maximum
possible output from the existing
plantations. The scarcity created
by the War also resulted in increas-
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ing efforts to develop the syn-
thetic rubber industry in the West-
ern Hemisphere, The artificial boom
conditions of the war period ended
with the cessation of hostilitles,
and soon thereafter world supply
and demand reached ‘normal’
proportions. o

As far as the local industry
was concerned, it was left poorer
after its enormous effort to cope
with the war demand. Replanting
had been neglected and trees had
been ‘slaughter tapped’. The re-
sult was a generally low yleld.
Meanwhile, output from the once
Japanese occupled countrles was
entering - the normal channels of
trade and tending to depress pri-
ces. The Korean War created a
strong demand for rubber in 1950
and 1951.- With' the resumption of
normal ‘conditions thereafter, - it
was once agaln evident that total
productive capacity in the industry
(both natural and synthetic rub-
ber) was greater than demand. As
the synthetic rubber industries
were In the consumer counfries,
over-investment in the whole in-
dustry reacted most- strongly on
natural rubber exports.

Replanting of estates was &
problem that had reached serious
proportions after the war. Slaugh-
ter tapping and reduced replant-
ing were now telling on yield levels.
Competition from synthetic rubber
made replanting costs appear pro-
hibitively high. Earlier, in 1947, a
Rubber Commission which reported
on the industry had showed that
more than one-forth of the Island’s
rubber lands was ‘uneconomical’ be-
cause of the age of trees and natu-
ral factors such as unsuitabllity of
soil and insufficlency of rain, As at
1950 only about 8 percent of Sri
Lanka's total rubber acreage had
been replanted since 1934. The re-
planting problem was regarded as
a serious one, particularly with the
emerging competition from syn-
thetic rubber. It was decided that
an immediate and extensive re-
planting programme, using high
vielding clones as a means of redu-
cing estate costs and increasing
the competitiveness of natural rub-
ber, was imperative. The Korean
war boom helped to Increase prl-
ces to unprecedented levels and
these fortunate circumstances pro-
vided estates with the opportunity
to replant. With the end of the
Korean war boom the  authorities
continued to promote replanting
through a public subsidy scheme.
This resulted In replanted acreage

more than doubling, between 1950
and 1955, and showing the same
growth once again between  1955-
1956. In the 1960’s, however, the
rate of replanting fell steeply main-
ly due to the downward trend lo
prices and the sterling rubber com-
panies were reluctant to invest with
the growing uncertainities in the
public policy environment at that
time.

The Government showed great
concern over the adverse effects on
the rubber industry as a result of
the abrupt end of the Korean
boom. Towards the end of 1952 a
very significant step it.took to as-
sist the industry was to negotiate
a. trade agreement with the Peo-
ple’s Republic of China and was
thus able to divert to China near-
ly one-third of Sri Lanka’s rubber
exports, at prices considerably
higher than those obtaining In
the open market. A- five year trade
agreement in. 1952 was entered. in-
to between the two countries un-
der which Srl Lanka was able to
annually supply 50,000 tons of
sheet rubber to China in return
for 270,000 tons of rice. A seconhd
five year agreement was signed In
1957, under which no premium of
world prices were paid to Sri Lanka
but China agreed to contribute Rs.
15 million annually for a period of
five years as part of a subsidy to
the rubber replanting programme.
This contributed much towards
maintaining the initial thrust of
the replanting scheme. The third
five year agreement from 1963-1967
included an annual contribution
of Rs. 10 million for the same pur-
pose of replanting. The sixth Five
Year Agreement is now in force.
Over recent years China has pro-
gressively received reduced quanti-
ties of rubber (see table 18). In
1976 China’s purchase amounted to
74,488 tonnes and this had come
down to 30,000 tonnes by 1980. In
1981 China will recelve 20,000 ton-
nes. This agreement was of major
significance to Sri Lanka’s rubber
industry for two reasons: it as-
sured the country of a stable price
for rubber and at a time when
prices were depressed; and it also
helped to maintain the replanting
programme which then covered the
largest acreage (at the time the
Chinese contribution to the pro-
gramme came in)..

The instability of the ‘export
economy’ was beginning to be felt
ever since the 1920's. The slowing
down in the physical expansion of
the export sector ‘in the later
period upto World War II'is well
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fllustrated in the following table.
As seen from the figures below,
the acreage under tea and coco-
nuts did not expand substantially
after 1906. Total acreages under
rubber, however, continued to in-
crease until the nineteen thirties,
according to acreage estimates pro-
vided in the Annual Blue Books. It
is evident from this data that in
ocomparison with the last three de-
cades of the nineteenth and the
first two decades of the twentieth
century, the perlod which followed
was one of relative stagnation.

the background to public finance
during recent decades. Another fac-
tor which made the economlic back-
ground to this period even more
unfavourable was the depreciation
of physical capital in the exvort
sector. The decline in the fertility
of land which had been under cul-
tivation for a long period of time
became a familiar feature in ag-
ricultural production. In Sri Lanka
the problem of diminishing fertility
has been intensified by the fact of
soil erosion which was a consequ-
ence of the planting of coffee, tea

Table 6. ANNUAL AVERAGE OF ACREAGE AND QUANTITIES EXPORTED OF
PRINCIPAL EXPORT PRODUCTS

Tea Rubber Coconut
Year Products
Acreage Quantity Acreage Quantity Acreage
(000) (ibs. million)  (000) (Ibs. million)  (000)
1901-05 436 154 13 — 886
1906-10 513 181 128 1 975
1911-15 462 196 202 26 993
1916-20 503 195 285 73 951
1921-25 422 186 400 93 832
1926-30 453 235 513 147 970
1931-35 497 229 587 138 1,100
1936-40 555 229 604 145 —_
1941-45 550 255 617 225 —

Source: Annual Blue Books, “‘The Instability of an Export Economy"

Gamini Corea p. 15.

Two of the three major export
industries of the country experi-
enced a marked slowing down In
the rate of growth as early as the
beginning of the present century,
whilst the rubber industry continu-
ed its -expansion somewhat rapid-
ly until the nineteen thirtles and
thereafter slowed down.

- Avallable ‘evidence does not at
the same time indicate that there
was any marked expansion in the
non-export sectors of the economy
to a degree sufficient to compen-
sate for the decline in the rate of
growth of the export sector,

The fact that the economy of
Ceylon had ceased to grow latter-
ly is ‘a fundamental feature of

and rubber.

Another form of capital depre-
clation whose short term consequ-
ences were perhaps even greater
has been found in the limited life
span of these tree crops. A
coconut or a rubber tree cannot
indefinitely be malntained at
constant productive capacity; once
productivify falls off it has to be
replaced altogether. One consequ-
ence of rapid expansion within a
short period of time, as against
gradugl investment over a longer
period, is a tendency towards an
uneven distribution in the age com-
position of trees. 1In other words,
at any given moment of time, a
greater ‘proportion of the trees in

existence tend to be of the same
age; (a situation Sri Lanka is ex-
pected to face most acutely in the
mid 1980's). Consequently trees
age together, and the decline in
productivity which inevitably re-
sults with the passage of time Is
widespread throughout the indus-
try. This state of affalrs implles,
first, that there will tend to be a
rapid talling off of total output
in these industries following &
period of stability, and second that
the necessity for replacement will
call for heavy capital investment
within a short period, correspond-
ing to the “lumped” investment in
the initial phase. Moreover, since
a number of years are required be-
fore rubber trees come into bear-
ing, there will have to be a period
of waiting before output revives,
This situation which now seems s0
obvious, was strongly argued out
by Gamint Corea in his doctoral
dissertation as far back as 1852 but
unfortunately over the 1960's and
70’s the urgent need to maintain a
consistent programme for the in-
dustry was lost sight of and never
received the priority it deserved.

As observed earlier, it was also
after the mid 1930’s that changes
evidently occurred in ownership
patterns of the country’s rubber
holdings. A summary of major
shifts in the composition of Sri
Lanka’s rubber industry from the
pre-war to the post-war period and
through 1969 is provided in table 7.
The column totals of this table
show that the industry had reach-
ed maturity in terms of acreage by
1943. Secondly, it is apparent that
considerable structural change oc-
curred between the pre-war (1934)
and post-war (1959) situations but

that lttle change took place over
the decade following 1959, The
compositional shift between 1934

and 1959, most of which took place
following independence, consisted

Table 7. SRI' LANKA RUBBER HOLDINGS AND ACREAGES, BY OWNERSHIP CATEGORY 1934, 1959 AND 1969
1934 1959 .1969.
acreage % acreage % acreage %
Company estates ) )
Sterling companies 145,000 23 88,458 13 80,335 12
Rupee companies X 16 88,590 13 89,350 13
Total 245,000 39 177,048 26 169,665 25
Individuaily-owned estates
Non-Sri Lanka individuals 76,000 12 16,156 15,772 2
> - Sri Lanka individuals 160,000 26 283,906 42 279,891 42
Total ) : 236,000 38 ° 300,062 45 295,663 44
Smaliholdings (less than 10 acres) 140,000 23 191,068 29 208,617 31
Total 621,000 100 - 668,178 100 673,965 100

Source: Ceylon, Report of the Rubber Controller, various issues
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of several elements. The most im-
portant of these was the decline
in 'company estates from 39 to 26
percent of total rubber acreage,
with’ the compensating increase be-
ing shared by smallholdings and
individually-owned estates. Some
three-quarters of the company es-
tate decline of 13 percent was ac-
counted for by Sterling compa-
nies, with Rupee companies con-
tributing the remaining quarter.
The other compositional change
consisted of a major shift of own-
ership of privately owned esta%es
from non-Sri Lankan to Srl Lan-
kan individuals. The net effect of
these compositional changes was
an increase in smallholdings to 31
percent and a rise in Sri Lankan-
owned estates to two-fifths of total
rubber acreage ‘by 1969. Assuming
that smallholdings and Sri Lan-
kan-owned estates accounted for
the domestic share of ownership and
control of Srl Lanka's rubber in-
dustry, the role of foreign interests
can be sald to have declined from
over half of the industry in 1934
to about one-quarter by 1969, with
practically all of this change occur-
ring after independence in 1948.

A very significant - fact that
emerges from the above table T Is
that the Sterling Company plant-
ed area fell from 145,000 acres in
1934 to 80,000 acres in 1969, rep-
resenting 12 percent of total land
area under -rubber. However, the
Agency Houses managed to continue
their strong relationship with the
remaining sterling companies and
with the rupee companies. In 1970,
they handled an estimated 27 per-
cent of national production, (ac-
cording to the Agency Houses
Commission report) which mea-
sured from the yardstick that ster-
ling companies together accounted
for 25 per cent of total Sri Lan-
kan rubber acreage, was a compa-
ratively large share,

" In the early 1970s when the
Government embarked upon a wide
ranging programme of land re-
forms publicly owned companies
were excluded In the first stage
in 1972 but in 1975 they were in-
cluded, by transfer to the Land
Reform Commission of all land
owned by these public companies.
The Central Bank of Sri Lanka
commenting on some of the prob-
lems facing the estate sector iIn
the post Land Reform period stated:
“Many estates that were vested in
the Land Reform Commission and
now mahaged by other  agencles

were in a state of neglect before
the take-over. Those properties
managed by agency houses were

10
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NEW INCENTIVES FOR
RUBBER PRODUCTION AND EXPORTS
T. P. G. N. Leelaratne, Rubber Controller

Over the last few years rubber
production in Sri Lanka has been
fluctuating around 150,000 metric

. tons a year. This was mainly due

to the slow rate of replanting
areas under senile rubber trees,
which result in limited extents of
high-yielding rubber coming into
bearng annually while - the exist-

ing old seedling rubber areas con- -

tinue to give ylelds at a diminish-
ing rate. This situation was fur-
ther aggravated by the poor fer-
tilizer use for mature rubber plan-
tations. According to the . statistics
available it is estimated that there

1s approximately 200,000 acres of.

old seedling rubber which must
be replanted with high ylelding
clones during the shortest possible
time. N

1t is with this objective in .

view that the Government of Sri
Lanka launched a project to re-
plant about 47,000 acres of old
rubber, spread over about 27,000
smallholdings in the districts of

Kalutara, Rathapura ang Kegalle.

over a period of 5 years. World
Bank assistance for -this  project
amounts to.about US$ 16 million
and the Sri Lanks Government
contribution is the .rupee equiva-

‘lent of about US$ -12 million.

The Rubber Replanting Pro-
gramme i{s financed by a special
export duty (cess) levied on every
kilogramme of rubber exported
from Sr{ Lanka. This money flows

mto a special fund called the Rub--

ber Replanting Subsidy FPund ad-
ministered by the Rubber Con-
troller., The Government's contri-
bution to finance part of the Spe-
clal World Bank Project will have
to come from the monles lying to
the credit of the fund. Therefore
it has become necessary to aug-
ment this fund to finance the
above programme, The Minister of
Ffmance proposed in his Budget
Speech in November 1980 fo in-
crease the present levy of the
cess from -/35 cts. per kilo
to -/50 cts. per kilo on every
kilogramme of rubber exported
from Srl Lanka, Money collected
in this manner will be dishursed by
the Rubber Controller in the form
of grants to rubber replanters to
subsidise their replanting costs &t
the rate of Rs. 6,500/- per acre.

This subsidy generally covers about

75 percent of the costs of replant-
ing per acre of rubber in the
smallholdings sector.

Any increase in the Rubber
Replanting Cess while maintaining
the current sliding scales of ax-
port duties leviable under the
Revenue . Protection - Ordinance.-
would contribute to the further
erosion of the producer margin,
If this is allowed, it would ope-
rate as a disincentive to the
producer. Therefore the Minister ~
of Finance has proposed a corres-
ponding reduction of -/15 cts. in
the sliding scale of export duties
to ensure that the new levy will
not be a burden on the producer
and the exporter. The result will
be that the Treasury will suffor
a loss of revenue from export
duties at the rate of -/15 cts. for
every kilogramme of rubber ex-
ported. This loss, the Hon.
Minister now proposes to absorb
in the interests of the industry.

Sri Lanka -has been tradi-
tionally exporting rubber in raw

_form. It will be in the inter-

ests of the country if the rubber
produced in the country is expor-
ted in more value added form to
earn more  foreign  exchange,
Therefore the production and ex-
port of rubber in a small process-
ed form and.as 'end products
should be encouraged, “Camel-
Back” is a semi processed: rubber
product manufactured in Srl
Lanka recently by few manufac-
turers,- containing 60 percent of
rubber and 40 percent of carbon
black. In order to encourage the
export of “Camel-Back” only 350

-percent of the normal duty pay-

able on rubber will be charged
on this product. All these years
this product was also subject te
100 percent duty. This will be 2
further incentive for the produc-
tion and export of Camel-Back.

“Master Batch” which enjoy-
ed 100 percent duty rebate from
1979 wil now pay 50 percent
duty. Master Batch is -not.a
rubber product as such but only
a semi - processed raw material
made out of rubber, carbon black
or silica. - Therefore the 100 per-
cent duty rebate which it-enjoyed
earlier has been reduced to 50

percent by the Finance Miniater.
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Table 8. EXPORT EARNINGS OF TEA, RUBBER & COCONUT

In Rs. Million
35’40 45’50 °55 *60 '65 70 75 76 77 '78 79 '79* '§0°
i *Jan.-Oct.

1, Tea - 146 209 279 752 1194 1096 1210 1120 1932 2100 3503 6401 5722 4,802 5,090
2. Rubber 33 113 218 406 336 376 304 440 654 890 931 2021 2491 2129 2,056
3. Coconut 36 23 69 281 258 238 334 295 S04 502 496 1271 1699 1,390 1,017

(a) Coconut Kernel .

Products . (30) (20) (66) (252) (228) (184) (278) (240) (406) (390) (335) (972) (1298)
(b) Other Coconut
products ® @G (3 29 @GO d (59 65 (98) (112) (161) (299) (401)

4. Other Domestic

Exports 10 14 25 55 84 65 68 140 833 1309 1685 3482 5316 4,380 5,965
5. Total Domsstic

Exports 230 359 591 1494 1872 1775 1916 1995 3923 4801 6615 13175 15228 12,701 14,128
6. Re-exports 2 26 1 69 68 57 33 38 10 14 23 k)] 45 40 56
7. Total Value of

Exports (Rs.mn.) 253 387 666 1563 1940 1832 1949 2033 3933 4815 6638 13206 15273 12,741 14,184
8. Total Value of (466) (495) (659) (674) (759) (635) (666)

Exports (SDR) mn.

Source: Customs, Sri Lanka; Dept. of Commerce

Coconut Marketing Department.

in a much better condition than
those that belonged to proprietary
planters. However, it has been
difficult to determine the exact
number of years of neglect, but the
condition of many of them seems
to have deteriorated in the wake
of land reform. Many of those
who have been newly placed in
charge of these estates have very
little experience in planting al-
though they have displayed con-
slderable enthusiasm for thelr
jobs. Equipment, spare parts for
factories and lack of transport
facilities are serious impediments to
increasing production on most es-
tates. There is little evidence that
timely actlon has been taken to
supply these inputs”.

However, the deterioration in
the .rubber growing industry, does
not establish the fact that the ex-
propriation of the foreign owned

estates was misguided. However one
adverse repercussion was the serious
deterioration In management
standards and general efficiency
levels on these estates.

Over the 1960's and 1970’s the
rubber industry on the whole was
showing signs of decline. The rub-
ber replanting programme was far
behind schedule, estates hoth large
and small suffered from a lack of
proper maintenance, together with
periods of price instability and ge-
neral uncertainty facing producers.
In the 1960's largely favourable pri-
ces may have discouraged uprooting
of the older trees though there is
every possibility that the land re-
form. measures of .1972 and 1975,
and particularly the period of un-
certainity which accompanied them,
discouraged Iinvestment in long-
term production capability. In more
recent years the rapidly increasing

costs of production have com-
pelled growers, both big and small,
to produce all they could, They counld
not therefore afford to spare any
part of their existing lands for re-
planting — a short term policy
forced upon them, but which will
badly effect the industry in the
long run. The need to resuscitate
the industry had become quite ap-
parent.

The government realised the
urgent need for a systematic de-
velopment and rehabilitation of the
rubber industry in 1978 and, as in
the case of tea, it commissioned a
team of foreign consultants to
study the organisation and per-
formance of the industry and for-
mulate proposals to improve its ef-
fectiveness, This study was under-
taken by the Commonwealth De-
velopment Corporation (CDC) and
financed by the British Govern-
ment. The CDC team submitted a

Table 9. THE TOTAL AREA UNDER RUBBER IN CEYLON ON 31ST DECEMBER 1979, AS REGISTERED UNDER THE-
' RUBBER CONTROL ACT, CLASSIFIED ACCORDING TO REVENUE DISTRICTS

Source: Rubber Control Department

Estates Estates (10 to Small Holdings Total
(100 acres) 100 acres) (Under 10 Acres) .

District No. of Acreage No. of Acreage No. of Acrenge No. of Acreage

holdings holdings holdings holdings
Colombo 33 14,087 656 14,456 25,791 38,376 26,480 66,910
Kalutara 133 53,840 1.102 24,202 50,226 48,061 51,461 126,103
Galle 66 27,501 887 20,362 19,652 25,330 20,605 73,193
Matara 28 6,194 770 12,975 4,765 8,946 5,563 28,115
. Hambantota — — 07 150 22 78 29 228
Ratnapura 130 41,399 1,355 32,928 14,297 28,431 15,782 102,758
Kegalle 214 70,976 1,183 26,843 26,489 46,398 27,886 144,217
Kurunegala 29 10,124 201 5,059 1,118 . 3,318 1,318 . 17,501
: Chilaw (Puttalam) —_ —_ 2 3 15 - . 45 17 77
Kandy 74 16,577 415 11,155 8,587 14,610 . 9,076° 42,342
Matale 61 18,175 258 7,874 4,215 3,933 4,534 29,982
Nuwara Eliya 01 361 -- 5 258 21 37. 27 656
Badulla/Moneragala 48 16,007 89 31,180 11 . 262 248 19,449
Total 817 275232 6,930 159,474 155,309 216,825 163,056 = 651,531
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‘report entitled “Rubber Industry
Master Plan Study” in the course of
which they confirmed the bright out-
look for natural rubber and pos-
kibilities of a high economic rate
of retuin .in replanting, but drew
attention to various technical short-
comings in. the Industry such as
over-tapping, inadequate fertiliser

cerned. Unlike tea, about 75. per-
cent of the acreage under rubber
are on estates of less than 100
acres with 33 percent in small
holdings of under 10 acres (see
tables 9 and 10). In this situation
rubber should have been. more
responsive to the varlous incentives
offered but the expected increases

4.3 percent of the world total. In
1977 this share has further dec-
lined to 4.1 percent. Unlike in the
case of other rubber producing
countries, whose proportion of pro-
duction has increased steadily over
the last 10 years, Sri Lanka'’s pro-
duction has fluctuated, and in" fact
being dropping.

Table 10 ACTUAL AREA UNDER RUBBER IN SRI LANKA AS AT 31ST DEC. 1979

CLASSIFIED ACCORDING TO REVENUE DISTRICTS

District

Colombo
Kalutara
Galle

Matara
Hambantota
Ratnapura
Kegalle
Kurunegala
Puttalam
Kandy
Matale
Nuwara Eliya
Badulla/Moneragala

Source:

application, insufficient work on
plant nutrition and disease con-
trol, and also various organisa-
tional deficiencies which have been
largely responsible for the Ilow
productivity levels of the industry.

Rubber has not played as im-
portant a role as tea in Sri Lanka's
economy but yet it has made an
important contribution throughout
this century and is of vital signifi-
cance in the life of the three major
rubber plantation districts of Ke-
galle, Kalutara and Ratnapura. It
now accounts for about 15 percent
of the country’s export earnings: (as
against 35 percent from tea, See
table 8), about 11 percent of gov-
ernment revenue (as against 15 per-
cent from tea) providing more than
50 percent of export duties In 1980
(as illustrated in the box on page
7 and provides employment
both directly and indirectly to about
500,000 persons engaged in the
155,000 small holdings, 7,000 small
estates and 800 large estates and
also employed in varlous stages of
processing upto final export. A de-
terioration in the conditions of the
rubber industry can therefore have
an adverse effect in several areas
of the economy. The benefits to be
derived from a sustained Increase
in rubber output and general im-
provement in the rubber sector have
thus been appreclated by all con-

12

Over 100 . 10-100 .
Acres Acres .
17,761 17,545
57,020 25,368
26,060 11,938
7,078 8,126
— 128.
42,926 29,116
62,954 23,161
9,173 3,795
— 96

8,044 4,808 -
12,911 4917
— 141
14,326 1,209
258,253 130,348

Rubber Control Department

in rubber output have not taken
place. This is most clearly seen
in the replanting programme which
is a basic need for sustenance and
improvement of the industry.

Production of rubber in 8ri
Lanka between 1955-57 averaged
around 97,000 tons which was 5
percent of world production. By
the period 1966-68 production had
increased to an average of 141,000
tons which was 5-6 percent of the
world’s total. By 1972-74, however,
production increased only margl-
nally to 142,000 tons which was then

Small
Holdings _
28,264 63,570
42,839 125,227
17,529 55,527
7,266 22470
96 224
24,705 96,747
42,852 128,967
1,915 14,883
32 128
3,355 ° 16,207
2,008 19,836
42 183
435 15,970
191,338 559,939

Rubber Replanting Programme

The drop in the country’s pro-
duction is the effect, on the one
hand, of the slow progress in re-
planting, after an initial spurt, and
on the other hand the fact that a
very significant acreage of rubber
was generally beyond the stage of
economic exploitation.

Thus, one of the major factors
affecting the progress of the In-
dustry has been the severe. short-
fall in the targets of the rubber
replanting scheme, By 1978 the

Table 11. Replanted and Old Rubber Acreage as at December 1978
- (Districtwise)

District Area replanted Old Ruber
Acreage
Colombo 42,367 21,128
Kalutara 84,930 40,124
Galle 33,489 © 21,995
Matara 11,881 10,559
Hambantota 35 189,
Ratnapura 55,079 41,58
Kegalle 101,094 27,65
Kurunegala 7,658 7,209
Puttalam — 128
Kandy 3,741 12,448
Matale 3,565 16,258
Nuwara Eliya 17 12
Badulla/Moneragala 2,646 13,305
346,656 212,601

Source: Rubber Control Department -
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total old rubber overdue for re-
planting had been estimated at a
backlog of about 213,000 acres (see
table 11), while the total extent
brought under high ylelding rub-
ber in the 27 years between 1953-
Zg) was 380,000 acres (see table

The rubber replanting scheme
got off to a very good start during
the decade 1953-1963 (see table 12).
In these first ten years nearly
178,000 acres were replanted, ave-
raging around 18,700 acres per an-
num. In the years 1956 and 1957
about 24,000 acres were replanted,
almost twice the replanting tar-
get for those years. But, as official
records reveal, replanting has been
below targets In all subsequent
years and averaged only around
7,100 acres per year in the five
years from 1973-1978. The records
show that of the 346,656 acres re-
planted since 1953, about 227,900
acres are in bearing and about
55,000 acres are under seven years
old. Despite the fact that the
Government has set a target of an
annual replanting rate of 15,000
acres and a national need for
achieving about 25,000 acres a year
the rate of rubber planting in the
two years 1977 and 1978 had ave-
raged only about 8,000 acres a
year.

The Rubber Master Plan Study
estimated that of the privately own-
ed and managed rubber lands
102,000 acres were beyond a state
of economic exploitation. Another
factor was that the rate of bark
consumption, one of the most
important factors governing  the
life of rubber trees, was in ad-
vance of the standard and this
has reduced the life of the trees
from around 30-33 years to about
27-28 years. The Master Plan Study
team found that small holdings
which were tapped dally had a
shorter life span than trees on
small and medium estates which
were tapped on alternate days.
Also, tapping standards in early
and midlife of the trees are gene-
rally good but exploitation in the
late stage is unskilled and wasteful
f resources. In 1978 there had been
any cases of double cut tapping in
midlife and a change of tapping
from salternate days to dally tap-
ping, which were being done
in order to benefit from the in-
crease In price of rubber. In the
long term, however, this was bound
to result in a decrease of ylelds,
over the life of the trees. Thus,
the moderate increase in production
in 1978 reflected an increase in in-
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tesity of tapping and not a under-
lying improvement in the state of
the Industry. Future production was
therefore expected to decline and,
with the recommended replanting
programme, may not surpass cur-
rent levels before 1995. The Study
team emphasised that there was
an urgent need to curb the present
tendency to over-exploit medium
age rubber and to introduce plan-
ned exploitation for maximising
yields in later life.

time. There is thus a need both
to catch up on this backlog, and
to restore replanting rates to the
required levels on a continuing
basis.

Under this scheme the govern-
ment contributes to the grower's
replanting costs and recovers the
money through a cess on exports.
Despite the Increases in the re-
planting payment over the years
the rate of replanting has fallen

Table 12. ACREAGE IN SRI LANKA PLANTED (NEWLY PLANTED & REPLANTED)
UNDER HIGH YIELDING RUBBER 1953-1979

Newly planted Replanted Total

High Yielding High Yielding High Yielding

Rubber (Acres) Rubber (Acres) Rubber (Acres)
1953 861 5,300 6,661
1954 1,529 18,457 19,986
1955 1,240 20,907 22,147
1956 429 24,585 25,014
1957 2,793 24,229 27,022
1958 2,310 20,638 22,948
1959 2,009 18,532 20,541
1960 1,893 17,893 19,786
1961 1,413 18,685 20,098
1962 684 17,954 18,638
1963 662 15,912 16,574
1964 423 13,552 13,975
1965 644 12,501 13,145
1966 387 11,582 11,969
1967 137 10,086 10,223
1968 586 12,735 13,321
1969 3 12,034 12,395
1970 277 10,239 10,516
1971 588 8,477 8,065
1972 444 8,742 9,186
1973 460 7,276 1,736
1974 85 7,076 7,161
1975 382 7,980 8,362
1976 139 6,299 6,438
1977 83 6,463 6,546
1978 935 7,968 8,903
1979 1,439 10,295 11,734
Total 23,143 356,947 380,090

Source: Rubber Control Department

For an actual area under rub-
ber (as estimated officially) of ap-
proximately 560,000 acres, a c¢rop
cycle of 33 years implies 3 percent
annual replacement, amounting to
about 15,000 acres. Assuming that
the more rapid consumption of bark,
characteristic of small holder tap-
ping, results in a cycle of only 27
years; over 20,000 acres would need
to be replanted annually. At the
end of 1979 about 356,947 acres had
been replanted leaving a backlog
of 271,441 acres of overage rubber,
taking the theoretical 33 years as
the turnover time.

Furthermore, the second re-
planting cycle of the acreage re-

planted since 1953 will begin in 1980,
taking 27 years as the turnover

below the minimum replacement
rate. This trend if continued, will
contribute to an even greater ac-
cumulation of unproductive tap-
ped out rubber in the 1980s.

The efficient replanting sub-
sidy scheme started in the 1959's
was allowed to fall back and varlous
reasons have been adduced; such as
uncertainities caused by land re-
forms, low producer prices, and In-
sufficlent promotion of replanting
by the authoritles responsible for
this scheme.

One of the major criticisms of
this scheme is that the additional
replanting subsldies provided were
“too little and too late” to have
a significant impact on the rate of
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replanting. The' first’ Incredse was
in 1978,  from Rs. 2,000 to RS, ‘3,000
per acre, and-again in November
1979 thére was another increase to
Rs. 4,000 per acre, When {t
was -realised- . that this- too
was,. hot sumclent -two further
increases were made tak!ng it up
to Rs. 6,500 per acre. Doubts how-
ever, were expressed as to whe-
ther ‘even thesé lncrements = were
high enough to take the rate of
replanting to the target level. Par-

ticularly for the smallholders, the.

problem is that of the long gesta-
tion periods when they suffer a
considerable loss of income. The

subsidies should be effective enough.

to compensate them fully in such
instances. It was precisely for this
reason that the Malaysian Govern-
ment showed a firm commitment to
that country’s replanting pro-
gramme by increasing its subsidy
rates by over 100 percent in four
years, from M$ 1,000 per acre in
1976 to $ 1,200 in 1978 and
$ 2,200 In its latest 1980/81 budget
proposa.ls

There were also drawbacks in
the functioning of the planting
material and fertilizer distribution
systems. The Master Plan Study
found that they suffered from the
twin problems of Hmited supplies
and a poorly organised distribution
network. One factor that could
have ‘helped to improve output from
the existing acreage was a heavier
and more timely application of fer-
tilizer. The Finance Minister put
the entire problem in proper pers-
pective in his 1980 Budget Speech
where he said it was essentlal that
Srl Lanka fully exploited its second
largest export Industry “by con-
centrating on a more regular and
increased replanting programme
and optimum use of fertilizer. Des-
pite a sharp increase in the 1ssue
of fertilizer for rubber from 12,440
metric tons in 1977 to 21,000 met—
ric tons in 1978, a threefold in-
crease is necessary if fertilizer in
adequate quantities is to be ‘applied
to rubber lands.”

The need for lncreases ln pro-
duction have been emphasised in
several quarters. The situation was
aptly summed up by Dr. B.: C.
Sekhar, Controller Rubber Research
and Development, Malaysia, when
he stated, “if at all natural rubber
loses out to synthetics and other
substitutes, it will not be due to

competition from ‘synthetics -~ but
because natural Trubber produc-
tion has not expanded fast
eénough”. @ - . i T
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Table 13 RUBBER ACREAGE PRODUCTION AlﬂD EXPORT IN SRI LANKA

Study too, the need was urgent to
curb the present tendency to over
exploit medium age rubber and
to introduce planned exploitation
for maximising yields in later life.
Fears are expressed that the con-
tinued high prices of rubber may
lead to longer exploitation of high

.level reserves, at yleld per tapper

below normal economic levels. It
has been pointed out that though
this may not have g major effect
on overall production it could slow
down the recommended replanting
programme, thus affecting future
production. Official estimates indi-
cate a national average of over
700 lbs per acre of tapped rubber,
However, this 1s estimated to range
from about- 300 lb/acre for small-
holders below 10 acres to approach-
ing 1,000 1lb/acre for- the public
sector estates. (See table 13). This
compares poorly with Malayslan
putput where average yields are
over 800 kgs per acre (see table 14)
and in that country's FELDA

Table 14’
Counﬁ-y

Malaysia
Indonesia
Sri Lanka
Thailand
India .

RUBBER YIELD PER HECTARE

- Sourcer IRSG, Rubber Statistical Bulletin, April 1980,

1940-19‘79
o Cultlvated Acreage . o -Avemge.
-, Agreage. ‘- Under oo T yied of .
Tapping Production 'Exp'ort' Itam)ed
C N - land
(ln 'l‘housands of Aerw . (Millionis of Kgs.)  (Kgs. per acre)

'1940 o . 634 - — 109 90. . -
1951-54 (Average) v - 687 . 612 - 100 7 163
1955-59 (Average). . : .».: 663 .. .. 5§52 99 94 170
1960 et . .: . 668 . 522 99 105 190
1161 610 504 - 98 - 90 194
1962 567 528 . 104 . 102 - 197
1963 . 568 525 105 95 . 200
1964 - 568 - 546 112.- . HS§. . - 204
1965 569 466 118 121 253 .
1966 569 476 131. 135 275 .
1967 569 488 143 1327 293
1968 569 488 149 149 - 305
1969 568 494 151 T 143 306
1970 568 496 159° 161 32t -
1971 568 475 141 129 297
1972 567 470 - 140 130 298
1973 564 491- 155 -161 316.

- 1974 563 475 132 128 . 278
1975 562 482 149 161 309
1976 561 475 152 137 320

11977 560 466 146 136 313

1978 559 456 156 138 342
1979 559 _ © 153 128 331

Source: Central Bank and Rubber Control Department
As observed in the Master Plan schemes are around 1,200-2,400

1bs. per. acre. The steady rise in
rubber production of Sri Lanka from
about 1960 to -an all time high .of
159,158 tons in 1970 is largely due to
the increased ylelds obtained from
the relatively large areas replanted
with high-ylelding material between
1953 and 1963. But the present yub-
ber yleld remains low, particularly
when we consider the _potential of
the clones and ylelds that can be
expected under modern methods of
cultivation. This situation is part-
ly explained by the lower replant-
ing rates.

Moreover, experiments of the
Rubber Research Institute with sti-
mulants have not been encourag-
ing, though in the longer term with
appropriate fertilizer applications
and tapping systems the use of
stimulants could give improve-
ments to the industry. Long term
experiments with yleld stimulants
in Sri Lanka have indicated that,
for prolonged stimulation, it would
be best to alm at yleld increases

Year  Area Production Yield

(Hectare) (M.T.) (Keg.)
1977 2,003,800 1,613,193 806
1977 2,327,500 835, . 359
1975 - 227,633 148,751 653
1974 1,404,160 - . 379,489 270
1978. 235 910 564

132,991
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in the order of .20 to 30 percent
per year with Ethrel stimulations.
It has been recommended that Sti
Lanka's immediate targets for the
industry should be to re-plant all
the senile rubber with recently de-
veloped, high ylelding clones as
soon as possible. This would be the
most positive way of increasing
production in the coming years in
order to benefit from the high
prices forecast for natural rubber
in the future.

It has also been found out
that immature replantings are of
good standard in early years, but
many -suffer neglect in the later
years of maturity when there is no
incentive or control through sub-
sidy inspections and payment. New
plantings ‘which were cultivated be-
fore introduction of the subsidy
have been generally poor though,
from the time the subsidies were
introduced in 1953, standards have
much improved. In Sri Lanka the
time to full maturity is about two
years longer than in Malaysia and
Indonesia. This is assessed to be
due to poor planting material, in-
complete application of the re-
commended fertiliser schedule, and
soils and weather conditions in
some areas.

Organisational Drawbacks

Although the Rubber Control-
ler's Department has encouraged
replanting and, more recently, new
planting by the supply of planting
material and the establishment of
an early inspection system, it ap-
pears that tedlous application pro-
cedures have negated to some ex-
tent the Impact of the scheme, The
Master Plan Study thus commen-
ted: “In view of the patent inabi-
lity of the methods and organisa-
tlon to cope with the existing
work load and the requirement for
substantlally Increased replanting
rates up to and exceeding those
achieved in the early years (8,700
ha) of the replanting scheme a
revision of the systems, of the Rub-
ber Control Office was an urgent
necessity”. The operation of the re-
planting subsidy scheme has thus
been criticised for its cumbersome
and slow administrative procedure,
and the failure to provide necessary

" Inputs and other services. Added to

/this is the considerable overlap-
ping of functions, both regulatory
and executive, In the institutions
servicing the rubber industry. Seve-
ral ‘Ministries are directly con-
cerned with the rubber industry.
The Ministry of Plantation Indus-
tries was responsible for various as-
pects of cultivation; while the
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Ministry of Trade both regulates
and participates in. rubber trading,
including -primary . trading. through
the Purchasing. Depots of the Com-~
modity Purchase Department; and

the Ministry of Industries and
Scientific Affailrs promotes rub-
ber products manufacture. Other

agencies include the Rubber Con-
trol Department whose functions
are essentially regulatory; the Rub-
ber Research Institute which pro-
vides research and extension servi-
ces; the two plantation Corporations
SPC and JEDB which operate the
public sector estates and are direct-
ly under the perview of the Pre-
sident, and -.the: SRMC which 1s
expected to implement the pro-
cessing development. programme of
the Government. The Master Plan
Study team thus recommended cer-
taln broad changes In the institu-
tional framework of the servicing
organisation which will coordinate
all these functions; and the estab-
lishment of: (i) a compact plan-
ning and monitoring unit within
the Ministry of Plantation Indus-
tries; (1i) a Rubber Industry Deve-
lopment Authority to undertake
long-term planning of rubber grow-
ing, processing and marketing and
implementation of agreed plans in
the small-holder and private es-
tates sector and coordinate those in
the State sector.

The current system of registra-
tion of new plantings and existing
acreage appears to suffer from seve-
ral defects. According to the Mas-
ter Plan Report the problems of the
current system for registration will
suffer from one central problem
which at the present time threat-
ens the effectlveness of the Rub-
ber Control Department, and wili
have serlous deleterious effects
upon the viabillty of the rubber
industry. This is the accretion of
a vast, uncontrolled and poorly
maintalned collection of records, It
is reported that there are some
255,000 files on indlvidua]l land
within the registration system and
that these records are duplicated
in 843 registers. The study team
was of the view that in such a
situation, 1t appears that no reli-
ance could be placed on the data
provided by the Rubber Controller’s
Department. This system has natu-
rally led to a large discrepency in
reported acres of rubber as shown
by the Census data of 1962 and
1972.

Inter Cropping

A fundamental problem in rais-
ing production, as we observed, has
been the failure to maintain a sys-

“on flat land. Of these,

tematic and consistent replanting
programme. One of the major dis-
incentives in this-regard has buen
the loss of income when rubber
trees are still not matured. It dis-
courages rubber growers from re-
planting and this is particularly so
in the case of smallholders. Sri
Lanka’s Rubber Research Institute
(RRISL) has been working on
various programmes to encourage
inter-cropping In the newly re-
planted areas to help growers to
make up-for loss of income when
their rubber is not in yield. The
Institute has shown that various
crops could be intercropped suc-
cessfully in both the wet and dry
areas, and that {nter-cropping
would give an attractive Income
during the immature perlod of the
frubber plant.

Initially the Department of
Rubber Control forbade any form
of intercropping under replanted
rubber, although some smallholders
did plant annual root crops such as
sweet potato, yams and manioc. In
1973 the Department withdrew this

" restriction and interplanting of food

crops was allowed under young rub-

" ber for the first three years; and it

was after this that intercropping

" experiments galned in importance.

RRISL experiments have since
shown that coffee, cocogf, banana,
passion fruit, pineapple, chillies,
vegetables, highland paddy, soya
bean and cowpea can be success-
fully interplanted with rubber,
planted at a spacing of 30 x 8 ft.
banana,
cocoa, coffee, passion fruit and pine-
apple have been found particularly
suitable as they do not require over-
all tillage but only weeding round
each plant and hence have less
erosion risk and can be planted on
somewhat steeper slopes. Further, In
the dry areas both cocoa and
‘coffee can remain as permanent in-
tercrops.

Returns to Investment

Another important consideration
is the current profitability of new
investment in rubber. The trade
was of the view that good rubber
land was appreciating in value, par-
ticularly with the bright future
prospects for rubber and the at-
tractive replanting and other in-
centives being offered. The Master
Plan Study team making Com-
parative Economic Studies of Rub-
ber, Tea and Coconuts concluded
that “since lowland tea and coco-
nuts are major established econo-
mi¢ crops which could be grown
as alternatives to rubber, compara-
tive analyses were undertaken to0
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assess which would be expected to
give the best return for planned
investment assuming average man-
agement of an estate operation, Re-
turns to investment were prepared
in respect of replanting one hectare

of each crop. At the price levels as-
sumed the economic rates of return
of tubber = (30.9%) ‘and tea (8.6%)
were broadly comparable but the
indigenous tall coconuts (8.8%) ap-
peared to be a poor investment. Re-

planung with" hybrld coconuts, not
proven in Sri Lanka to any extent,
would at 27.5 percent match rubber
and tea. When the internal finan-
cial rates of return (assumlng pro-
ducer costs and prlces) ‘are ' com-
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Transnational Corporations in the Rubber

A. de Vaas Gunewardena

Natural rubber is a strongly
export-oriented commodity with
less than 10 per cent of produc-
tion being absorbed into manu-
facturing processes in the produ-
cing countries. World natural rub-
ber production is dominated by
four Asian developing countries,
and in turn, natural rubber is cru-
cial to the export performance
of each of these four countries:
Malaysia, Indonesia, Thailand
and Sri Lanka. Rarely has the
proportion of foreign exchange
earnings as a proportion of total
export earnings, fallen below 10
per cent in any of the four coun-
tries and it has ranged at highs
of 23 per cent for Thailand to
64 per cent for Malaysia. In this
context transnational corporation
activity in the rubber industry is
of significance and interest.

The initial phase of the trans-
national corporation (TNC) in-
volvement was around 1900—
1920, which period saw the rise
of the TNC estates. The demand
for rubber, stimulated by the
growth of the automobile indus-
try and other rubber using in-
dustries in the industrialised
countries, induced this involve-
ment. The TNCs acquired land
for rubber production, controlled
processing and also internal and

international marketing chan- .

nels. The Agency Houses of the
TNOCs exerted a strong influence;
original]ly acting for the foreign
rubber companies as merchan-
dise agents, they soon extended
their activities to secretarial and
management functions, which
also involved organising of
estate activities.

The rise and development of
transnational corporation estates
in the rubber producing coun-
tries of Asia followed a some-
what similar pattern, though
there were some variations. Ini-
tially it was the small United
Kingdom proprietary companies
that started operating specially
in Malaysia and Indonesia but
due fo difficulties in mobilising
sufficient funds Yondon based
companies were formed during
19051915, the boom period to
secure the necessary finance for
the clearing and planting of
large tracts of land.

In Sri Lanka two types of
companies were formed almost
simultaneously. One was the
Sterling Company which was in-
corporated in the United King-
dom, with the shareholders be-
ing mainly United Kingdom na-
tionals, and around the same
time the Rupee Companies was
formed which was similar to the
proprietary companies of Malay-
sia and Indonesia and was owned
by United Kingdom nationals,

Thajland, entering the industry

Industry

at & much later date, has avoid-
ed this trend.

By the inter-war years the
merchant houses which were
active in the transformation of
proprietary concerns into public
Loudon based Companies extend-
ed their operations to secretarial
and management functions. By
the 1850s the leading agency
houses increased their ownership
of rubber companies. The end
result was that the indirect
agency control was transformed
to -a holding company arrange-
ment. Through this system the
agency houses continued to re-
tain their dominant position un-
til the 1970s. The Agency Houses
between them controlled four
fifths of the foreign owned esta-
tes in Malaysia in 1961; while m
Sri Lanka by 1970 an estimated
27 per cent of national produc-
tion, and 25 per cent of the
acreage was handled between
the sterling and rupee compa-
nies. The Agency. Houses cCOn-
trolled the 1upee companies
through interlocking director-
ships between plantation com-
panies and Agency Houses.

Following the post-war period
of independence in these coun-
tries the TNC estate area began
to contract. The main factor
contributing to this shrinkage in
TNC involvement in cultivation
of rubber has been the natlona-
lisation policies and programmes
of QGovernments of these coun-
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production. It is processed elther
into Sole Crepe of Thick or Thin
Pale Crepe, enjoys a prestigious
reputation internationally, and in
turn commands premium prices.
Srl Lanka began the processing of
block rubber only recently; the
quality of which is technlcally spe-
cified to Srl Lankan Rubber (SLR)
standards. Three factories produce
block rubber to SLR specification.
In 1979 the TSR produced locally
was about. 13,000 tonnes or 10 per-
cent of local production. Licenses
have been granted for an addi-
tional eight block rubber factories
with. total capacity of 44,200 ton-
nes.

Internal marketing of rubber
can be broadly divided into RSS,
Crepe grades and Block rubber.
Most of the RSS which is produ-
ced by smallholders and privately
owned estates, comes under the

government control through an
arrangement made and operated by
the Department of Commodity Pur-
chase. Commodity Purchase (DCP)
is a misnormer in that the De-
partment only deals in rubber, op-
crating through the 50 dlvisional
purchase depots throughout the
rubber producing areas, and pub-
lishes daily purchase prices based
on Singapore FOB closing prices
for the previous day, less deduc-
tions for duty. Local dealers com-
pete for available supplies with the
DCP. The DCP handles only 30 per-
cent of its commitment to supply
the Chinese commitment whilst
about 70 percent is handled by pri-
vate dealers. The DCP has statutory
obligations, both to compete for
initial supplies and in the case of
RSS 1, 2 and 3 a monopoly for ul-
timate shipment overseas. There is
a degree of Incompatibility bet-

ween these two objectives. The
DCP is efficlent In the provision of
market intelligence but not so in its
participation in physical trading,
Depot coverage of the rubber grow-
ing areas does not appear adequ-
ate. There is also a need to re-
medy deficiencles in transport and
grading capacity. The grading pro-
cedures in the fleld tend to result
in smallholders rubber being un-
dergraded while the DCP benefits
from upgrading at the point of
export. There are reported in-
stances of the sheet remaining at
the DCP depots under unsuitable
storage conditions for several weeks
because of -transport deflciencics,
resulting in quality deterloration
due to extensive mould growth.
Mouldy, long stored sheet causes
grading delays at the central stores,
which in turn, result in more

tries. These programmes were
aimed at boosting rura] incomes,
foreign exchange earnings and
other targetted objectives which
sought to increase the benefits to
those countries from their own-
rubber industry. The action
taken in regard to TNC Invol-
vement in the rubber plantations
formed a part of this broad pro-
gramme.

Land which is basic to the
rubber industry received intense
attention from the Governments
of the main producing countries
in the 1970s in their efforts at
redistribution of assets. Under
the Land Reform Laws of 1972
and 1875 Srl Lanka embarked on
8 wide ranging programme of,
land reform which resulted in
the expropriation of foreign rub-
ber estates. A similar pattern
was followed in Indonesia and
foreign estate acreage was large-
ly taken over by smajlholders
and the State Plantation sector.
In Malaysia, however, the gov-
ernment programme of action of
opening up large tracts of lands
through the Federal Land Deve-
lopment Authority (FELDA) s
not directly concerned with
TNCs. Therefore the effects have
not been as far-reaching as in
Sri Lanka and Indonesia, ag the
FELDA programme alienates un-
developed land to the smallhol-
der and as such does not en-
croach upon the TNC holdings.
In Thailand, however, from the
infancy of the industry foreign-

ers have been prohibited from
owning rubber lands.

Though the TNCs have
ceased to play an important role
in the cultlvation of natural
rubber, TNC influence has tend-
ed to remain quite strong In
the processing, distribution and
marketing of natural rubber.

Many companies, very often
with their parent companies
located abroad, are responsible

for the bulk of processing and
marketing natural rubber. .Ship-
ping lines serving these coun-
tries are TNC dominated, and the
international marketing of natu-
ral rubber is a complex process
with many agents of foreign
consuming countries tending to
determine rubber prices. World
rubber goods manufacturing is
almost entirely in the hands nf
enterprises located outside the
natural rubber producing coun-
tries. In more recent years, it is
seen that the TNCs have played
an increasingly diminishing vole
in actual cultivation of rubber
but has increasingly controlled
the local manufacturing of rub-
ber goods. The recent surge in
the manufacture of rubber goods
in rubber producing countries is
linked to Transnational Corpora-
tions in the manufacturing sec-
tor extending their interests In-
to these countries.

Beveral firms with t{ransnatio-
nal connections were operating
in the rubber producing coun-

tries; flve well known transna-
tionals operating in Malaysia,
Indonesia and Thailand at the
end of 1975 being Goodyear,
Dunlop, Bridgestone, Firestone
and Bata. Transnational corpo-
rations in the Malaysian rubber
goods manufacturing Industries
started in 1936 with the entry
of Bata for the manufacture of
footwear. This was followed by
Dunlop and Goodyear for the
production of tyres. The domi-
nance of Dunlop and Goodyear
1s such that these two account
for virtually all of Malaysia’s
domestically produced automo-
bile, truck, tractor, aircraft and
earthmover fyres, and more
than one third of motoreycles
and bicycle tyres. With the en-
try of Bridgestone in 1975 to
Indonesia, Goodyear and Bridge-
stone with the state owned Inti-
rib produce the entire auto and
truck tyre output. Tyre produc-
tion in Thailand too is domina-
ted by TNC interests which in-
clude Firestone, Bridgestone and
Goodyear. Apart from the manu-
facturing of tyres, in other areas
such as footwear, dipped goods,
moulded goods and latex thread
too the investment is concentra-
ted in TNC connected firms. It
is apparent that TNC involve-
ment in the actual cultivation of
rubber has been ended, only to
be replaced with an equally com-
manding position in the rubber
goods manufacturing industry.

EconoMic Review, DeceEmser 1980
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mouldy sheet and further down
grading. :

Rubber like tea. passes through
auctions held twice weekly in Col-
ombo and are administered by the
Ceylon Chamber of Commerce. Not
all rubber comes into the auctions.
Sheet rubber grades 1, 2 and 3 are
the monopoly of the DPC, all crepes
are sold at the auctions and TSR
negotiated direct between buyer and
manufacturer.

‘The Rubber Master Plan Study
identified three main areas of con-
cern relating to rubber marketing:

(a) future of Sole Crepe in the
Hght of a feared decline in world de-
mand; (b) the need to upgrade quality
of RSS, particularly that originating
from small holders; (¢) future policy
with regard to producing of a higher
ptoportion of Block rubber, to ocom-
ply with specifications determined by
the Rubber Research Instifute,

It has heen suggested that as a
safeguard against the possibility of
decline in demand for Latex Crepe
rubber in traditional form, further
study be carried out to identify the
form of block rubber offering the
most favourable economic advanta-
ges. More than 30 percent of total
production in Malaysia is now pro-
duced in block form as Technically
Specified Rubbers and similar de-
velopments were being carried out
in other producing countries, There
was considerable potential, therefore,
for Sri Lanka to increase its volume
of Block rubber once the envisaged
decline in rubber production was
reversed and began to surpass pre-
sent levels. .

There is uncertainity that a
continuing ‘favourable market will
exist for between 50,000 - 55,000

Table 17.

tonnes of Latex Crepe. There seems
to-be a need for exploring produc-
tion of latex grade of crumb rubber
with a high technical specifica-
tion which can also be produced
once output of the larger estates
recovers and expands beyond pre-
sent levels.

The RSS produced by small
holders, however, is expected to €n-
joy a stable market but if maximum
prices are to be achleved attention
would have to be focussed on im-
proving quality. In the meantime
suficient quantities of low grade
RSS and scrap rubber will have to
be made available to the crumb
rubber factories, if they are to
continue operating as viable units.
There appears to be a conflict of
interests in this situation and
thus in considering a future mar-
ket strategy a certain  inbullt
flexibility for producing blocked
crepe and crumb rubber and also
taking advantage of periodic shifts
in consumption will have to he
provided for.

The need to export rubber in
more value added form has been
discussed for several years but no
serlous steps have been taken in
this direction. The offer of a 50
percent reduction in the export
duty on “Camel-back” (a semi-pro-
cessed ‘rubber product manufac-
tured locally) in the recent Budget
Speech could help to boost the
proportion of processed rubber ex-
ported. (see box on new incentives
for production and exports). The
importing countries utillze Sri
Lanka’s raw rubber for manufac-
turing various rubber products, but
this has not been possible so far
on a considerable scale, within

MARKETII\G OF SRI LANKA RUBBER

this country. Although the tech-
nology is known it is not possible
to move into sophisticated pro-
cessing techniques and enter the
avallable forelgn markets without
joint marketing arrangements with
firms having links with users. This.
is why there are only a handful
of full-scale rubber companies in
existence. The US has a dozen,
Japan two, Britain one; and the
developing world — none.

Rubber Processing

Processing before ‘export is con-
sidered by many policy makers
in developing countries to be one
way of increasing their export earn-
ings from commodities, a means of
diversifying production and of pro-
moting industrialization in their
countries. The potential, no doubt,
is vast for additional earnings to
developing nations through  the
processing of their commodities be-
fore export. Ruber for example al-
most doubles its gross earnings
over the second stage of processing
(see table at top of page 23).

According to UNCTAD figurcs,
90 per cent of developing nations”
exports of coffee, rubber, -mangan-
ese and tobacco are in raw form
and only . one-third of the  com-
modity groups have a share of
semi-processed and processed forms
exceeding 50 per cent. The share
of the developing world’s exports:
of processed and semi-processed
commodities i1s increasing but, ex-
cept for @ few product groups, at
a slow pace. Attractlve as process-
ing may seem, Third World coun-
trles have been discovering that it
is not as sure a route to more
export earnings as may have first

‘ (metric tons)
1977 Change 1978 Change 1979 Change
over’76 _over’77 over’78
Exports N - x
Smoked Sheet ~77,052 =1 °/ 77,434 — 62,611 -19%
Latex Crepe 34,879 -12% 36,774 +5% 33,881 —8?
Scrap Crepe 16556 25 / 1411 - -15% 13,740 39
Sole Crepe 4218  +8% 4,570 +8% 4,873 +7%
‘TSR . 1,825 —13% 5156. - 41829 13,104 +154}
thal ‘exports 134,530 2% 138,045 ] +3% 128,200  -7%
Percentage . 92.0) (88.7) .(84)
Local Consumption . o ) Co
Dry Rubber . ~5915 .. 1% . 1,974 - +35% 19,514 +-19%
Latex . - _ w1 A% 108 429% 1,103 -
: Total Consumptlon T 6766 e 1Y 9072 e 5714 10,617 °  +17%
_ Total Productron L 146 243 -4% 2%

155,66_2..____ B

‘ 'Frgures in brackets represent pereentage of total exports for the year

6% 152,704 -

* Source: John Keels “Rubber Stam‘ncs 1979 and Ceylon Chamber of Commerce Anmml Reporr
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ESTIMATED ADDITIONAL EARNINGS TO DEVELOPING COUNTRIES
THROUGH LOCAL PROCESSING OF COMMODITIES

Commodity

Natural Rubber
1. Sheets, plates, tubes
2. Rubber tyrés
‘Copper
Refined copper
2. Rods, wires, tubes sheets

Bauxite
1. Aluminium ingot
2. Semi-manufactures

Cotton
1. Grey cotton yarn
2. Finished fabrics

Non«Coml‘érous wood
1. Plywood, sheets, ctc.

additional gross carnings (millions
of dollars)

at sccond
processing stage

at first
processing stage

1,300 2,000
230 970
4,400 5,800
1,300 2,600
3,400 -

Source: UNCTAD Secratarmt The Pracessmg Before Exports of Prlmary Com-

modities, Geneva 1979.

appeared. Nor has it turned out
to be a sure road to development.

There are several reasons for
this situation. In 2 product such as
rubber goods there are less than
10 ‘blg’ manufacturers spread ac-
ross the world today. Any new pro-
ducer hoping to break into interna-
tlonal markets would have to com-
pete with these giant manufac-
turers-to match them in their sop-
histicated technology, their R and
D, thelr finaneclal strength and
their market power, which is a for-
midable task. So great is their In-
fluence that barriers both tariff

Table 18. EXPORTS

.e_.nd non-tariff are being incessent-
1y applied in the markets of the in-
dustrialized North against = pro-
cessed commodities from the de-
veloping countries. Developing na-
tions have increasingly tried various
means to circumvent the rising pro-
tectionism .of the industrialized
countries such as embarking on
joint ventures, based in the deve-
loping countries, with the trans-
national firms. In Sri Lanka too,
the Tyre Corporation, the only pub-
lic sector venture in rubber goods
manufacture, has entered into &
5 year technical collaobration ag-

reement with M/s. B. F. Goodrich
and Company (signed on 25.07.79)
with the hope of reaching interna-
tionally accepted standards and
entering forelgn markets if possible,
Several studies of rubber goods
manufacture in Sri Lanka have in-
dicated that a basic drawback
in our local rubber products was
the very poor quality and design
of most goods when compared with
the products of firms having trans-
national connections. (See boxes on
Manufacture of Rubber Goods and
on Trans National Corporations In
the Rubber Industry).

Third World planners have be-
come increasingly aware, however,
that in return for the financing
needed for high cost processing
plants and for the required tech-
- nology, they are paylng a steep
price in increased dependence on
the industrialized world. But {f
they are to industriallse in areas
. such as rubber there seems to he
no alternative.

Smallholders

" About 70 petcent of all rubber

-growing land all over the world

belong to smallholders, and Sri
Lanka Is no exception. The smaller
private sector estates and small
holdings account for at least 7%
percent of the land under rubber
in this country, and for about 65
percent of total production, There is
little need therefore to emphasise
the vital importance in framing
policies specifically geared to meet
the needs of the small holder. As

OF SRI LANKA’S RUBBER BY DESTINATIONS

(in metric tons)

1976 1977 1978 1979
Country Sheet Crepe Total Sheet Crepe Total Sheet Crepe Block Total Shect Crepe Block Total
China 65,194 9,294 74,488 61,026 3,010 64,036 62,148 366 13 62,527 44,393 255 44,648
. (55.3) ° (47.6) 45.3) , (34.8)
- German
Democratic . :
Republic - 377 1,082 . - 885 885 - 734 20 754 - 310 310
; _ ) . &) : & &)
Federal Republic X . -
* of Germany - 4,175 4,667 8(,2462) 5,620 4,696 l(()é915)l 2,400 7,008 1,316 l%]g 2,325 4,122 4,791 l](,s?Jsg
Italy 760 8,685 9,444 1,255 6,961 8,841 180 6,883 1,613 8,676 90 7,603 7,693
: . (7.0) - - (6.6) (6.3) ) (6.0)
Pakistan 2,659 2,739 5398 1458 3,620 5,078 3,602 4,348 97 8,047 3,697 3,611 206 7,514
. (4.0) . (3.8 - .9 - (.9
_ Poland 60 3,972 4032 1,149 6,229. 7,378 3,828 7,175 20 11,023 4,609 6,377 - 10,986
: (3.0) , (5.53 . . 80, . (8.6)
.- US.A. 3,705 4,039 17,744 6 ‘4,652 4,77 - 4,823 471 5,294 596 4,173 940 5,709
’ (5.8) (3.6) 3.8 4.5)
U.S.S.R. - 10,798 10,798 - - 7,831 783, 650 6,275 6 6931 5490 10,019 200 15,709
: . : 380 - - “(5.8) ‘ (5.0) (12.3)
. Others 1,337 12,290 12,823 6,538 17,769 24,752 4,626 17,843 1,600 24,069 1,411 16,024 6,967 24,402
x os - (15 4) [ (17.0) (19.0)
- Total 77,890 56,861 134,751 77,052 55,653 134,530 77,434 55,455 5,156 138,045 62,611 52,494 13,104 128,902

. Figures in brackets. represent prercentage of total:-exports for the yeat.
Source: John Keels Rubber Statistics 1979 and Ceylon Chamber of Commerce Annual Report.
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the Director of the Rubber Re-
search Institute has pointed out
(see box on smallholders) the prob-
lems of the rubber smallholder, like
that of most agricultural small-
holders, is basically one of lack
of finance and the other resources
available to the blgger producer.
The end result is that his yields
per unit planted are generally only
half that ot the larger estates; his
agronomic and management prac-
tices are paor; he lacks the neces-
sary inputs such as planting mate-
rial, fertilizer implements and ex-
tension services; the size of his
holding is uneconomic; he cannot
afford to replant and modernise;

and he is unable to produce high
quality sheet rubber.

In the case of RSS it is the -

buyer who determines the graae
and the smallholder has little
power to influence this. It is wide-
ly believed that both dealers and
depot managers tend to downgrade
smallholders’ RSS, the former to
raise their profit margins and the
latter to minimise the consequen-
ces to themselves of any error of
grading. A sample survey has shown
that 86 percent of smallholders sell
their sheet to the Licensed Dealer
in preference to the depots. How-
ever, the smaltholder rubber is not
of a very high quality due to

various deficiencles -and technical
defects and for all those reasons .
much of their rubber is graded as
RSS 3 and 4. Some of the small-
holders dispose of thelr rubber even
to unregistered dealers and other
middlemen due to varlous circum-
stances. However, it was estimated
that In 1978 about 85 percent of
the RSS and almost 100 percent of
the scrap produced by smallhold-
ers was sold to private dealers
licensed by the Rubber Controller.
Much of the balance RSS was bought
by the Commodity Purchase De-
partment through its 50 depots dis-
tributed across the rubber grow-
ing regions; but these depots have




. some countries

. .Rubber

" ‘{mprovements and (¢)-

Concern for Rubber Smallholders
Dr. O, S. Peiris, Director Rubber Research Institute

Anybody interested in the
natural rubber industry is imme-
diately aware of the importance,
of the Smallholder to the indus-
try, because about 70 per cent
of all rubber growing land all
over the world now bdelongs to
Smallholders. (Table 1), and in
like Thailand,
practically all rubber land be-
longs to small growers.

. The Association of Natural
Producing  Countries
(ANRPC) from its very incep-
tion, took a.keen interest in this
category of producers: and since
1975 it has organized seminars

in varlous producing . countries

to discuss the problems of small-
holders and formulate measures

‘to assist “ them overcome such

problems. (The fourth such semi-
nar was inaugurated on July 17,
1980 in Sri Lanka). :

_ The main problems of the
rubber smallholders are thaf al-

__though they own upwards of 70

per cent of the total 7 million
hectares of land where rubber is
grown in the world now, their
yield per unit area is only ‘about
half that of large estates.

This is caused by several

.. socla], ‘econonilc, marketing, ins-
titutional and other factors, not

the least of them being the very

-location of small-holdings, which

are often in remote areas, where

" “road and transport facilities are
" limited if not

lacking a}toge-
ther: :
The main problems facing

..’thé Zmallnolder are: (a) the
" uneconomic size of the holdings.

(often less than 1 acre in ex-
tent), (b) lack of capital to effect

poor

agronomic ~ and  management

practices, which may be often
linked to his financial limita-
tions that preclude him adopting
better methods of husbandry.

The increase in the total
production of Natural Rubber
(NR) in the world is very im-
portant now, in view of the high
prices and limited availability

_of crude oil, which should there-
fore be conserved as far as possi-
ble for the supply of energy. NR

that there will be substantial
shortfalls in the production of
NR against demand in the
years to come; and we will not
be in a position to satisfy de-
mand by several million ton-
nes in the immediate future.
Of course, any Increase fn
production, must clearly bring
the rubber smallholder into the
picture, as he owns a majority
of the rubber land: and it is on
his holdings that a significant
impact can be made in increas-
ing yield, because certain tech-
nologies for increased production

AREA PLANTED WITH RUBBER IN DIFFERENT COUNTRIES (Hectarcs)

Country - Year
Malaysia 1977
Indonesia e e 1977
Sri Lanka 1975
Thailand . 1974
India . 1978
Vietnam 1965

- Total Area

Small % in
Planted Holdings Small
' Holdmgs

2,003,800 1,360,000 679 -
2,327,500 1,862,035 80.0
227,633 121,997 53.6
1,404,160 1,333,952 95.0
235,910 175,536 ’ 74.0
100,000 75.297 75.0

Source: IRSG Rubber Statistical Bulletin, April 1980

on the other hand is a renewa-
ble resource, it is a non-pollut-

. ing industry and it provides a
livelihood for millions of people,
particularly in the less developed
countries.

Recent forecasts for the de-
mand for NR are extremely en-
couraging. The demand for . NR
in 1980, 1985 and 1990 has heen
forecast as 5.2 million, 6.7 million
and 8 milion tonnes, respective-

. ly. The importance or an . imme-’
diate attempt to increase pro-’

duction is all the more signifi-
cant in view of a study carried

-out by the ANRCP, based on .

. agro-economic norms of NR,
which has shown that the future
_supply - of NR would be only 4.2
million, 5 million and 58 mil-
lion tonnes in the years 1980,
‘1985 and 1990, respectivey.’

Therefore,- the chances are

are already available, which the
small-holder does not use be-
cause of various constraints.
The problems of smallholders
stem primarily from their very
smal] sizes and their wide scat-
ter. These preclude them from
obtaining the necessary inputs
ljke planting material, fertilizers
and implements on the one
hand, and contact with exten-
sion personnel on the other. The
smal] size of the holding results
in poor manufacturing methods
and limited incomes so that th
finances necessary for fertilizers
and other agrochemicals are
lacking. :

A smallholder may often
lead a day-to-day existence by
selling his day’s produce to the
nearest- buyer, who very often
exploits him. This prevents him

~ from bargaining or keeping his
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a major disadvantage as against
the private buyer who extends
ready cash to their suppliers. Of
approxmimately 110,000 tons of RSS
produced by the smallholders/pri-
vate sector In 1978 as much as 9%
percent was estimated to have
been processed in small units, pri-
vately owned, capable of handling
upto 250 kg. of crop per day. The
balance 2 percent of RSS produc-
tion was processed in the Group
Processing  Centres operated by
the RRI.

For most smallholders rubber
1s not the only crop they produce.
For many of them, however, rubbar
has become an important and re-

gular source of cash income, (ap-
proxmiately 60-80 percent of total
tamily income) particularly for
those very small growers with less
than 2 acres. Their total income ap-
pears to be around or slightly
above the national poverty
threshold defined as Rs. 3,600 per
family per year. In the case of low
vielding over-age.rubber, incomes
would be lower, and for smalthold-
ers having below 2 acres are es-
timated to be below the povery line,
A sample survey carried out among
smallholders has shown that family
labour was employed by a majority
of holdings with below 2 acres rub-
ber, while those in the 2 to 10 acre

range appear to use family and
hired labour in roughly equal pro-
portions.

The effect on production from
the backlog of replanting is ex-
pected to be most marked in the
smallholder and private estates sec-
tor. In this sector output is ex-
pected to come down from 112,738
tonnes in 1979 to 64,652 tonnes {n
1986 and not to recover to the
1978 level until about 1998. If the
replanting programme continues as
scheduled a peak of 1483852 tonnes

will be reached by this sector In
the 2008.
Income from rubber, as we

have seen, is an important source

produce to be sold on a day that
prices are most favourable to
him.

Finally, the most important
factor to increasing yields-ve-
planting with new disease resis-
tant, high-ylelding clones 1is
often beyond the smallholder's
reach as the loss of income
during the replanted immature
phase is more than he can bear.
This retards his ability to take
advantage of Government subsi-
dies for replanting and moder-
nizing.

One important innovation all
countries should {ry out is the
possibility of consolidating small-
holdings in some way to form
viable units. Land settlement
schemes and analyses of incomes,
accrued under different price
conditions, have shown in vari-
ous countries that 7 to 10 acres
would be the minimum econo-
mic size of a smallholding. Units
smaller than this should at least
be grouped together and manag-
ed by the equivalent of a supe-
rintendent of a large estate. Con-
solidated plantations have been
managed successfully in_ both
Malaysia and Indonesia, and
their experience in this subject
would be valuable to other coun-
tries.

All ANRPC countries have
accepted the fact that replanting
with high-yielding clones is the
essential basic step to increasing
production of NR. Apart f{rom
.the factors already discussed one
important matter .that militates
against re-planting of small hol-
dings is the loss of income
during the immature period of
the newly-planted rubber.

Unfortunately, rubber has
this real drawback, that it takes
5—6 years to get any inceme
from replanted areas. This over-

rides any beneflts accruing from
the subsidy pald by the Govern-
ment for replanting. There are
two techniques which can be
used to reduce the impact of
this: the value of the rubber
wood and the possibilities of in-
tercroping.

It has been pointed out that
another drawback of the small
size of holdings is the inability
of the individual smallholder to
produce high quality sheet rub-
ber and sel]l his produce at the
optimum price, because of the
subsistence nature of his whole
enterprise.

Sri Lanka in .its State Rub-
ber Manufacturing Corporation
block rubber factory at Mawanel-
Ia and in over 100 Group Proces-
sing Cenues (GPC) scattered
throughout the rubber-growlag
the rubber-growing areas, has
shown that the highest grades of
block rubber and smoked sheet
can be produced from smallhol-
ders’ rubber,

Ma]aysia has proved this on s
massive scale,-and the Malaysian
Rubber Development Corporation
(MARDEC) operates several rub-
ber factories, al working on &
completely commercial basis, and
all making handsome profits and
turning out the highest quallty
Standard Malaysian Ruber (SMR)
from smallholders’ latex.

Sri Lanka now has sufficient
expertise to operate central block
rubber factorles, GPCs and col-
lecting centres on a commercially
viable basis and this programme
must be consolidated and expand-
ed to cater to small holders
wherever possible.

Where the scheme of GPOCS
has still not made an impact it
is necessary to start Group Mar-
keting Schemes, where smallhold-
ers’ rubber is collected in central

locations with the immediate pay-
ment of a high percentage of the
value of the produce, which Is
later sold at the optimum mar-
ket conditions and the final settle-
ment made to the smalltholder on
that basis. This is extremely im-
portant, as it is an open secret
now that the smallholder is being
exploited by various “middle-
men”,

The long-term strategy In
the development of rubber small-
holdings should be to evolve a
modernised group of farmers who
are economically viable and are
in a position to resist or absorb
price fluctuations.

They should also be in &
position to adopt the most
modern agronomic, management
and crop husbandry techniques,
get maximum returns for their
labour — they must get away
from the idea that family labour
is free and learn to put a price
on their effort.

There should also be ade-
quate opportunities for the un-
employed and underemployed to
obtain alternative employment in
other sectors of the economy.
Otherwise, there will be a deli-
nite drift to the clties of the
younger generation, and planta-
tion agriculture will be no
more.

Therefore, all governments
must make a definite attempt to
provide adequate and rewarding
employment, sufficlent entertain.
ment facilities and other ameni-
ties of life in the villages. This
itself will generate employment
and help in the development of
villages as 75 per cent of our
population still live in them,
(From a paper presented in
connection with the ANRPO
seminar held in Colombo in July
this year.)
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of earning to these smallholders
and with the replanting programme
and anticipated drop in their pro-
duction in the 1980's this sector
is bound to be badly affected. The
authorities have thus- been cau-
tioned that in encouraging re-
planting by this sector it is very
necessary to take account of the
loss in income by them during the
immature phase on their planta-
tions. The smallholder rubber areas
occur mainly in the Southwest
guarter of the region, though it
extends somewhat West and North-
west. The area is bounded by Kuru-
negala and Matara districts in the
North and Moneragala and Ham-
bantot districts in the East. The
Master Plan Study team has re-
ported that in all these reglons
there is scope for extending the
boundaries to the ‘dry zone'. It ap-
pears that adverse experience in
initial planting outside these es-
tablished areas was the maln
factor in confining rubber holdings
to the existing boundarles. The
Study team has suggested that with
the use of polybag planting mate-
rial and appropriate techniques it
should be feasible to extenda the
present planting boundaries to
several kilometers, thus Increasing
the plantable area by several thou-
sand acres. (The Ministry of Plan-
tation Industrles has accepted the
recommendation of planting rub-
ber in the dry zone areas and as
a first step intends bringing 100
acres under cultivation in the
Mahaveli Region. The Minister told
"Parliament early in December that
the country now had hardly any
land avallable for opening up in
new rubber, in the traditional
rubber areas. He wanted to open
up on an experimental basls 100
acres of rubber under {rrigation
in the Dry Zone — in the Maha-
vell area. He would shortly dis-
cuss this matter with the Minister
in charge of the Mahaveli Deve-
lopment and pick the site for it).

Extension services could play
a vital role and the Mastér Plan
Study. team recommended that the
RRI services should. be mobillsed
through a small holder - Advisory
Department to raise the standard
of replanting and new planting
among smallholders.. Apart from
‘early stages of replanting and run-
ning of Group Processing Centres
the Study team found that very
little general extension work was
‘carried out In the smallholdings;
-also advice-in- tapping is minimal.
It thus recommended that the
.smallholder Advisory Servieces De-
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ceived scant-

partment (ASD) should be reor-
ganised and enlarged. to enable it
to take over fully the subsidy ins-
pections' from the Rubber Con-
troller, undertake visits -to hold-
ings, increase extension work on
tapping, take over nursery and
planting material responsibility
from the Rubber Controller’s De-
partment and to operate a train-
ing school for ASD staff.
Meanwhile, the RRI has also
proposed a scheme for large estates
to assist smallholders with the
supply of fertiliser and planting
materials, processing of latex and
in general a closer integration of
smallholders with estates. It states
“this scheme should be given the
highest priority in implementation,
This will improve the living stand-

- country, unlike in the case of

major producer countries like Thali-
land (see box) where positive gains
are forecast in the years ahead.

It is clear that these prob-
lems all have to be analysed and
solutions sought if the main task
ahead — which is to accelerate the
replanting effort, expand the area
under rubber wherever possible and
improve levels of productivity in
all spheres of the industry —is to
be achieved. At the international
level, through the recent agree-
ment under the UNCTAD's Inte-
grated Programme for Commodities
and according to all supply fore-
casts, producer nations can be as-
sured of more stable prices; but
price stabilization alone will not
help to solve the major problems

PRODUCTION PLANNING IN

implemented:—

complete.

be supplied from.Thalland.

RUBBER INDUSTRY OF THAILAND TO YEAR 2000
Slearmlarp Wasuwat — Rubber Dlvislon, Department of Agriculture, Thalland,

A major objective of Thailand 1n the Natural Rubber Industry is to in-
crease its production to meet the world’s demand. Three programmes are being

1. Acceleration of Rubber Replanting: To increase i:he rate of replanta-|
tions to 3.3% of -total planting. area, about 50,000 hectares of old rubber |
plantation have been, and will be replanted annually until replanting is

2. Rubber Smallholdings Yield Improvement: High-level tapping and stimu-
lation of the .old plantation for the five years preceding replantation is
underway. After the termination of the five-year project, it is expected
that about 15,000 hectares of old plantation will be thus treated annually.

3. Increasing of New Plantation'in New Explored Area: Trials on the estab-
lishment of rubber plantation in varlous reglons of Thalland have been
already undertaken Some area,s gave reasonably promising results

At present, there are three more projects under preparation to increase
natural rubber production in Thailand. Together with the achievement of the
three programmes mentioned, by 1990 Thalland will be able o produce 1.4
million tons of natural rubber. If the trend of world demand is rising, it is
possible that by the year 2000 about 2.2 million tons of natural rubber can

THE NATURAL

ards in the villages of Sri Lanka,
and lead to the proper economic
utilization of the limited land re-
sources of this country”. :

Conclusion

Numerous .other problem areas
exist, particularly organizational
deficiencies, which have been
largely responsible for the low pro-,
ductivity levels of the rubber in-
dustry and its bleak future in the
next few years. The  comparatively
high- level of taxation and -low
level of subsidies that - existed
earlier are ‘also said to be factors
that have acted as disincentives for
expansion of rubber acreage and
output. Production planning has re-.
- attention -in .this

of the natural rubber producing
countries, There is much to be done
in expanding rubber production by
these countries if future demand is
to be met. This situation only
underlines the need to adopt a dy-
namie rubber - production pro-
gramme But as observed earlier,
the development of the smallholder
is of crucial significance in sué¢h
a plan. In this regard -there ‘is
a wide range of possibilities ex-
tendng from the adoption of tech-
nical innovation and provision of
adequate incentives to economic con-
solidation of holdings and streng-
thening -extension work and the in-
stltutiona.l setup to serve t.his sec-

tor.
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