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31 July 1956

STASF 1.0 1\IUM §f 56=56

SHENTES & Trends in the International Ruvber Situntion

1. T robber econosics of Southeast Asia. The inportance
ci rubber exports in thie econoides of govoeral notions in Southeast 'sia
is indicated by thc Zollowl y datas

TABLE 1

Rubber Exports as a Pcrcentage of Country®s Total kxperts

Coun 1952 1953 1950 1955
“alwya L3 55 sl 6/
Indorasia 45 32 31 16
Thailand 15 12 15 25%/
Ceylon 25 22 16 18/

#/ rrelimin-ry firure based o first six montha.

TABL: 2

US Natural Rubber Imports in 1955 as a Percentager/ of
Total US Imports from Selected Countries

Vietnan, Laos, and Caibodia STk
Thailand 35k
Indonesia 70%
tialayw 58%
Cuylon 26%

3/ Nased on va ue for the first nine montha of 1955,
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TABLE 3

Sclected Data on World tubbor Production

Th

3 of Jorld's
natural rubber .

ousand long tong .
;EEZ 1954
éﬁf 0 1,72,

1951 1052 1955 in 1955

Trtural ubber 1,822 1,7 1,333

Malaya 603 572 570 570 632 3hok

Indonesia 79k Th9 673 729 722 3903

Théiland 119 93 96 117 130 7.

Ceylon 10k 39 97 2? g; 5.3

Vietnam Sl

Carbodia 1}' 52 ’} 60, n 2l 26 ;} he?

Subtotal lgggi 1;§Eg‘ 13;j, 1,g~h lghUJ Uozk

Svnthetir tutber/ _ 08 878 936 716 1,n85 .s

United States 345 799 548 623 70 o

#/ oroduction in non=3loc countries.

2. Postedorld var II trends in tie world rubber market, The

adjustrent of world ruvoer supily bo denand in the Jostwar seriod has

boen highly unsstislactory to voth co
rubber prices have [luctuated widely

~gumers and prolucers: n-tural
between a low of 17¢/1b in 1949

and a high of 59¢/1b in 1951 with hi; nly disrupting effects on the

TABLE &

Averare ew York Uatural Rubber Prices

19&6 - 22050
1947 -« 20,07
1948 - 22,01
1949 = 17.56

(Cents/ yound)

1959 < 41,10
1?51 - 59007
1?52 - 33957
1953 - 24,23

Deec
June

195h had 2306h
1055 « 39,1k
1055 « 49,30
1956 «(39.00

ﬂ/ The Y537 returned to the world natural rubber market in
the 1att r ha1f of 1955, .
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economies of the natural rubber prodvcing nntions. The underlying
co~ditions are: [(») the total world demand for ru-ber is increasing

at & moderate rate, {b) the n-tural rubber sus-ly is reszining stable or
inereasins at a very slow rate, and, (e) the synthetic rubber oroduction -
and sup:ly is increasi-g at a rapii rate, especlally in the United

S!ates. As the dynamic factor on the sup)ly side, the rate of increase

in syntuetic rutber production (visea-vis the rate of irerease in total
derand) is a crucial factor in .rice dcetermin-tion and hence has

obvious broad economic and .olitieal imolicaticvnst the 17¢/1b low in 15ko
resulted from an especially rapid irerecase in synthetic ruvber production
and tae 523/1b hish resultel fror a slou supoly adjustaent to a rapidly
inere~sed derand derived fro: the Xorean war. The sharp domward trend

in orices in 1956 is primarily the result of a another rapid expansion of US
synthetie rulber production in 1955 and early 1956. '

3. The current oroblem foi: the notural rubber producing areas.
In spite of thc outlook for [rowing total de.and Jor ruvber, the natural
rabber droducing nations of southcast Asla arc nov seriously concerned
ovor their future prospects. Thc srineipal cause for concern is the planned
ravid rate of increase in world, and particularly US, production of

_ synthetic rubber., This trend was outlined in rather sharp detall b{ .

the President in a messare t0 the Congress on 30 Aoril 1956, % In brief
the OO data supoorting the President®s wcssage indicate prospects for a
substantial surolua™ of rubber oro metion == synthetic and crude =~ over
the next few years with further stronp oressure to drive natural rubber
prices dowm toward the orice of syntheties (now about 25¢/1b) and
perhnos even to reduce the nrice of synthetics. The situstion is further
complicated by the possible comvwercial production in the IS of ovolyisoprane,
a synthetic duplication of the nstural rubber wolecule., This eould
rewove co1nletely the requirement for n:tural rubber, which is now
used in heavy duty rubuer oroducts and which currently comnrises about
L0 percent of total US rubver consumption,

3/ 3hth Congress, 2d sussion, louseof Hepresentatives, Douement Yo, 391,

w#n/ See Aipendix A, especially p-ras. 2 and 3.

o3
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4o In either of these situations, countries now highly dependeut
on rubber exports would be caught in a porvlcularly difficult squeese by
a prolonyed period of lower rubber orlces and gignificantly reduced
foreign exchange earnings. They therciore, [ace the prospect of
veeoning increasingly less able to finance the eeonomic development
necessary to modernize and diversify their economics at the same time
that the need for such development is becoming even more urgent. An

external scapegoat is a practical neceseity for loeal political leaders,.

5, Southeast Asian reactions The short run effects have appcared
in thefora of sharply reduced raober oriecs and reduced foreign exchange
earnings. Thls followed the rapid inerease in synthetic rubber produection
and aggreasive export policles by US conpanics in corbination with the
30 April message of the Presldent on robber. ‘lalaya, Singapore, and
Indonesia peacted by announeing their intention to seek export markets
for rubber in Communist China. ‘loreover, the President's message has
been interpreted in Indonesia as an "atiempt to depress orices still
further® and the ccenclusion 1as been drawm that the US 1s looking
toward self sufficlency in rubbver. Zride Yinister All of Indonesia
expressed the hope on 20 'lay that agreoment would be reached to regulate
the production of synthetic and natural rubber and that the US would
adjust synthetic production to actusl needs. These reactiong are
likely to beccme more sharp and US relations with Southeast Asla
further complicated in the event that natural rubber orices continue
to decline due to increased production of synthetics. Governmonts in
tnis area particularly that of Indonesia, are not likely to make any
distinetion between the policy of US private enberprise and the s
govermient and they will tend to feel that the US has been insensitlive
and unsympathctic to their economic problems. '

6o If this situation conbinues therc is no assurance that the
USSR will not significantly increase its spot rubber purchases, either
directly or through Communist China or the Europcan Satellites.
Although there are no firm data on the Soviet rubber position, it is
believed that part of the Soviet current rubber needs have been met sinee
1953 by reducing the natural rubber stockpiles. Because of this and
the rroulag USSR needs for various kinds of rubber, there is a better
than even chance that the USSR will further increase its natural rubber

-l
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acquisitions in the near Mtuirc. After returning to the rubber market
in 1955, the Soviet Union purchased at the rate of about 5,000 tons ser

month and subsequently in 1956 incrensed this rate to the Jresent 7,000
to 7,070 tons per month.

7o It is orobable that future Bloe purchascs will be wade in a
cobivation of timing, form, and olaecenent th-t will maximize nolitical
advantare. Purchases might be Jeferred until the situztion has
deteriorated furticr in order to atternt to drematize the Bloe rescue,
or mizht ve linstened to buttress the arpument that trnde with the Bloe is
adv-nta;eous. B-rtering economle development goods for rub r ~i-hi
have considerable appeal under some circumstances. Althoupgh dats are
as yet ircorclusive, the fact that sore 4O percent of Chirese Tubb-pr
Imports are transshipved tc the Sovist . nion might indicate -ore
reneral sloe efforts to undernine C¥neom con'rols on a general front opr
to establish Communist China as tie hub of traling relationships in Asia.

25X1A9a
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APPENDTX A

L. Brief Sackground on US Synthetic Rubbar Production., The United

States, which consumes about 357 of the world's natural rubber and
produces over 30 of the nomeBloc synthetic rubber srodnetion, has an
obvious and powerful impact on the world rubber market. After the szls
of 24 of the 27 goverament-ownaed synthetic rbber plants to private
industry (in early 1935), t'e (U3) oubpul of synthebics was pushed to
alltime records, and 7S exports of Jetype and butyl rubbers for the
first time {n peace began to influence the demand for natural rubber

in other countriss. Syntretic rubber production in the S incrsased
from 620 %thousand long tons in 1254 to 910 thousand in 1955, and
accounted for ee.bma:‘t £0 percent «f US rubber needs in 1955, US
ayntha.tia rubber exports increassd from 30 thousand long tons in 1954
to 93 thousand in 1955, and in early 1355 wers moving at an even higher
rate, The remaining three ioverament-owned plants were sold to private
indusiry in early 1955, and tha Spesial Gommission for Rubter Ressearch,
& subsidiary of the !ational Selence Founcstion, has recommended the
transfer or sale or related government rescarch laboratorics 4o
universitiss or other agencies "after June 1756," The 1ole of the US
governmant henceforth will be confined to the ;v1aintx311ance cf "a stockpile
of natural rubber adequate t¢ supply military and essentizl eivilisn

requirementes during emergency notwithstending interruptions of supply,.®

SECRET
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2, US Industry “lans. The produetion plans for synthetic rubber

by TS private industry are of two typess expansion of production of
oxisting synthetics s @nd the development of pclylsoprens == the dupita
catlion of the natural rubber molecula, On 30 April 1958, the President in

& mgssage to Congress, summarized the former plans as follows:

According to the estimates prepared hy the O Ad Moe Hubbop
Committes,* total US requirements for new rubber (natural and
aynthatics may by 1960 reach a laval of about 1,700,000 long tons
annually, As of Jcember 31, 1955, tha US productive capacity for
aynthetle rubber was already more than 1,250,000 tons., By January
1, 1958 reported planned expansions woirld bring. synthetic capaenty
To about 1,700,000 long tons <= or aqual to total new ribber .
requirements for both synthetic and natural, as estimated for 1960,
(Underlinin; added,) '

3. Soms Implieations of the ®lans, Although the full dynamics

of the dsveloping situation eannot be predictad at thig time, the broad
outlines of tha market forces can bs Inferred from the data pres:nted

in the 30 April 1956 Presidantial !lassaga to the Congr:ss,

8, Total 7S consumption of rubber (synthetic and natural),
according to the (US) Rubber ienufacturers Association estimate
¢lted by the President, has reached a plﬁeau; and consumption will
be "lower in 1955 and 13957 and (will) thereafter increase shove.
tha 1355 level,"

# This cbrmnittee comprised staff mombers from Commerece » ofense,
Interior, Treasury, the Rubber i'roducing Facilities Disposal Zommission,
and the Yational Selience roundation,)
@ 2 -
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e lawewir, 5 gynbhatie rubler produetion capseity Lw hn hw

fneraased lrom about 1,290,000 loms tons o 3L Dagsrlee U

¥
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planmed tobal of 1,700,000 long tous by L January 15’%}5;;, An oa
Aimiking condidion, 4 this plannsd sapaslty is a%ielred and
utiliged, and if U5 domzobie demand using L0 peroents netural

rubbae Inedeases by ne mors than 1s antieipated Wy ke O3, fhe "0
S 1988 will hawe o synthatic rubbar surplus of some 703 thowsand
long toms.  The eadicvat on of (&) and (D) har alnest ralved prices
giney January 17545, ard ‘n the abssnce of restraining influsnoss
wiil econtiave 2o dopress az‘urel rubber prices in the Tew Yerk

rarkst toward tie price of cynthetic rubbar {mow 28./11.),

ds o rrevhidad Ghe YIS consumption of natural :mbbm‘r' ranaing b
pereant of tha tobal es assumad by the 0D date, Jm crpayl wirpilng
cf 153 thonsand Jong teoan will be sore Lhan double 4he 379 thousand
ton zstimgbe by OO for ''potential forelign use of arnletlies .

{Sse Table b-1.) loxsovor, this U3 synthstic rubber suroiv: will

be aogrentad by sona 60,000 tona of ‘exports frem Causdi, hy Cormsn
sythetie produstion of at Zeast 17,000 tons, ty 10,000 teo E3,000

ton planed casacluy in the UK by 1758, and by possible smihetic
prodeetion elseshems in ‘arops, U2 the other hand, if the Ll-pargen -
nmwuralerubker oroporbion 1s net malntained, nebursl mbrer ivports
by tha TS will ocbviously dacline £ long as total consmpbicn ransing

gtabls.,
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TABLT A<l

Potential world rubbor position, 175660
nousands of long tons/

nited States Yy 1/
consumption Naw rubber Potential

Year Jorld pro=- Natural for | foreign foreign ust

duetion _ foreign con- consumption | of synthet

natural Synthetic I pereent | sumption

rubbar and natursl | natural 2
1956 1,830 1,558 583 1,247 L h2h Tt
1957 1,810 1,509 604 1,236 1,510 27k
1758 1,850 1,562 625 1,225 1,600 375
1759 1,860 1,616 646 1,21k 1,696 182
1960 1,870 1,673 669 1,201 1,198 577
1/ Excluding consumption of synthetic rubber in Iron Curtain countries.

Y

These projectio

develop duriny
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ne assume that volume production of polyisoprene will not

this period,
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e  The second major threat seen by the natural rubber pro.icers is
that polyiscprane, the naw synthetic reproduction of the natural rubber
molecule, will in a few years eriarg2 fron its presont pilot plant sta:e
and largely displice natural ruvber in the US markets and perhaps
other markets. Although the initisl price of polylsoprens will probably
be about 85¢/1b in contrast to the presont 304/1o price of natural
rubbary, it is anticipated that the price will fall significantly when
developmental costs arv writton off and when large scale production is
attalned. President Tisenhower on 30 April 1956 ontlined the 1S position
as follows:

Inasmach as the US alread; has an adequa%e stockpil: of natural
rubber, there is, in this comnaction, no immadiate #security problem,
In the long run, howsver, maintenance of security would be vastly
sliplified if we could o= il need be - produce types of rubbasp
domestically which could take the place of natural rubber in large
trucks, bus, ani airplane tires, Tha n3wly synthesized rubbare
hold this promise,

It 1s belleved that we can rely on the private synthetie rubber
industry to move from laboratory synthesis to commarcial produection
of synthetic "natural" rubber. Filot plants are already veling
constructed on private initiative. The nature of the proovlams which

may sriee when quantity vroduction is contemplates is as yat
undefined,
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