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SUMMARY

1. A survey is given of the smallholder's oontribution to the national
economy in some NR produvcing countries, rarticvlarly Malaysia, Indo-
nesia and uideria,

2. Problems facing the smallholders are descrided and means to im-
prove the situation are indicated.

INTRODUCTION

3. There ie hardly any need to establish the faot that agriculture is
the largest and in some raspect the most fundamental sector of the
world economy and in particular of the econonies of developing ocoun-
tries, in many of which 70 or more percent of the popuiation find
their subdbsistence in the agricultural sector.

4. In this sector, natural rubber Plays s dominant role in a number
of developing oountries, both in terms of rural employment and in
terms of exp. 't earnings. This becomes very evident when we take the
tvo main producers, Malaysis and Indonesia, as an example.,

5 In 1970, Kalayeia produced 1,275,000 tons of rubber with over
600,000 tons or almost 50% coming from swallholdings. The total export
value of Malaysian merchandise amounted to $ 1700 mill. with NR as
the sost important commodity with a value of § 575 mill, or 34% of
the total. The estimated rubdber produotion in Indonesia in 1970
asounted t» 780,000 tons, two-trirds of which care from saallholdings.
The share of MR fn the total ex,.rt value of Indonesian products
(except 0i1) amocunts to about 30%.

6. A similar situation is found in countries with & smaller rubber
production, such as ¥igeria and Liberis, In Thailand, an annual pro-
duction of 280,000 tons almost entirely comes from ssallholdings.

T. These few figures meke it clear that smallholders rudbber is of
great economic and social importance in the lives of millions of
people. Considering the many problems smallholders are still faoed
with, this aleo justifiss the point of view that serious astention
should de paid to these prodlems by the rubber plantation industry




itself, Governments and International Agencies with activities re-
lated to these problems.

8. In attempting to enalyse th» essential fsatu~es of the situation
one is struck by the fact that circtmetunces under whioh the rubber
szallholdwr operates in different countries vary widely., Differences
in political regime, eociul structure, general economic level of
develcpment and nation:l technical asmsistance possibilities are en-
countered and exert thoir influcnce. Conmeguently, the approach to
their problems should be baned oa awareness and knowledge of these
factors and whenevor extornal technical assistance would be desir-
able or necessary it should, in my opinion, be given within the
oontext of a wider development plan, the plan itself being incor-
porated in a national esconomy devolopment scheme,

IIX. MALAYSIA

9. Turning bask to the situation in some specific NR producing
covntries, first of all a fov tapects may he mentioned of the small-
holdere rubber industry in Malaysia whare ip recent years, under

the guidance and leadership of the Pubber Research Institute in
Kuala Lumpur .nd forceiully mupported by Governrent, remarkable
Prograss has be<n made in solving Lhe problcms fecing this industry.
10. On the one nillicn heotaves of Maisysian wmallholdings calou-
lated to support more (hun one million men, wouen apd childrea,
there i3 a variety of types of ownership, Two-thirds congiet of
individual holdings which have bolonged t{o & private individual

or family ever since they ware originally carved out of the Jungle.,
A further 100,000 ha have been gubdivided fronm estates which have
been broken up,

11, Various land develonment sohemer are a significant feature of
the smullholding scene, A1l receive publio finance, though the
extent of assistancoe rangss all the way from payment of all develop~
ment expensea plus provieion of Ranagement to remittance of land
fees only,

12. Perhape the most advanced tré the achemen of the Federal Land
Development Authority (PLDA), which is the Nalaysian Gevernment's
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main agency set up to establish landless rural people on economi-
cally viable farws provided vish vaseatial pudtice utilities, social
amenities and proper nanageman: to enable family incomes to be
raired from the inadequate rural subsistence rate these people were
living on in the Irast. In practice, increases in family incume of
up to 200% have beer realized.

13. The FLDA, .stablished n 1957, bLears witness to the importance
that the Mainysian Government attaches to the planned development
of new areas for settlement and it is the declared objective of
this Government to oncourage rural people to own economiocally viable
saallholdings in the FLDA schemes.

14, A substantial acreage in these schemes im devoted to rubbver,
though other crops (eapeoially oil palm) are also encouraged., FLDA
schemes range in size from 1500 to 3000 ha, taking in 300 to 600
families, Each scheme has a ocentral village, main crop and sub-~
aidiary crop areas. Experience has shown that to succeed selection
of the right type of settlers is vital, therefore, applicants must
satinfy a number of criteria. How successful these opsrations have
been is, among others, shown by the fact that the number of families
that has been settled by FLDA amounts to more than 20,000,

15. Another important feature of the smallhoiding scens is the
8rowth of co-operative schumes “or processing ti» crop into a
marketable commodity. Yne bualiioldars' Advisery Service of the
RRIM has been active for Severul yeare in assiusting {n the develop-
ment of such schemes of which there are now several hundreds in
operation,

16. Providing smallholders with land and good planting material

ie not enocugh, their product has to be sold on the world's markets,
therefore, it has to be transformed from an agricultural product
into an industrial raw materialy both the quality of their rubber
and the manner of itas selling have to be wuch that the smallholder
gete the bost possibdle return.

17. Por this purpose, firet small group processing centres and,
Bore recently, large central procesaing facilities have been estap-
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lished, The latter, originated hy the RRIM. are conaidered one of
the most ugeful ways of inveating for rural development., A parti-
cularly attractive faature is irat they otler em: ilholders all

the advantages o. modern pTicessing methods, enabling them to up-
grade the quality o:r their produot, :onsiderably fwprove its pre-
sentation and sell it as atandard rubber inder the SMR schems.
18.Thus far, there are five ceniral proceseing factories for
smallholders, set up oy RKIM. The mecond Milayslan {ive-year plan
1971=1975 provides fur about 40 =new ocontral faciories to be built,
many of whioh will be operated by the Malaysian Rubber Development
Corpcration, Togother they will oater for about 400,000 tens of
rubber or almost one-thiru of present-day produotion, By upgrading
quality and reducing rarketing margine they will snhancs small-
holder income and will also serve the objective of dispersing pro-
duct processing plants to less develcped araas,

19. Susmarizing these brief renarks about the situation in
Malaysia, it seems olear that technological advances in rudbber
processing made during recent vyears can ba fully taken advantage
of, provided all preceding necossary conditions are being fulfilled,

INDONESIA

20. In Indonesia, although this country is otill the worlid's second
largest producer of ¥R, production has been stagnant for & numbar

of years énd estatems as well as smaliholders are still fsced with

many problcue,

21, On estates the rate of replanting - with a majority of tress
having an age far ahove their anonomic lifespan - has deen very low,
vhereas on smallholdings - in the same eituation - it has been
practically nil, :

22. Obooleto equipment in factoriss,lack of maintenancs, inadequate
econonic management and insufficlent encouragement from offiecial
quarters have all contributied to the faot ‘hat the Indonesian rubbder
industry still has a long way to g@o on the road to complete rehabi-~
litation,
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23, Portunctoly,.there are at present many indications that the
turning point has been reached, In the long-range economic Planning
of the present Government 1{ ig getting more ang more attention ang
with the financia] assistance of foreign donors a number of rehabi-
litation projects are being exeauted,

24. It goes without saying that ip the implementation of present
and futuro*rehabilitation and development Plans a good deal of
toohnioul“cxpcrtiae would de required, Phis would be availabdle under
bilateral or multi-lateral aid programmes, - :
25. Problems in the smallholders' eection are partly different and
Partly the same as on estates, Thers ig no doudt in my mind that -
they are worth solving eince smallholders rudber ie of extreme -
importance to the Indonesian 8conomy. In 1970, exports vere estte
l.tOﬂ'lt*ﬁSOjOOO tone or 70% of total export with & value of adout

$ 140 mil], oomprising about 30% of the value of Indonesia’e agri-
oultural sxporte, Although no reliable statistical data are available,
it 1s eetimated that the total ares Planted to smallholders rubber.
amounts to &pproximately 1,400,000 ha, :
26, The most iaportant area is South Sumatra with over 400,000 ha;
others are: North Sumatra, Riau, Djambi, West and Bast Kalimantan,
27. Smallholders rubdber ie, in gsneral, of very poor quality, not
ocompletely processed by the 8mailholder himself but, through a
oomplicated system of buying and selling by aiddlemen, eventually '
upgraded by remillers and nade into an exportabdle produot,

28, The Righly Unsatisfactory &ge structure of the Plentings (pro-
bably over 70% of smallholders rubber ig more than 35 years old)
Bdkee it unlikely that any significant and sustained increase in
s#allholders Production will come within the next decade. Even if

& high rate of replanting could be introduced as of now, it would '
be 7 or more years before the benefits would be felt,
29$‘H6roovor.sn Sucoceeeful réplanting programme would not de possie
ble unlese other oonstrainte on production are firet Temoved. These
oonotrclnto‘roltto. in partioular, to prioces, Youw saallioclders pro-
duce & product ready for transport, In Sumatra they generally pro.
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duce slabs, with an approximate DRC of 40-50% and usually highly
contaminated with dirt, stones, sticks, etc, This slab is purchaeed
by middlemen either acting as agents of remillers or selling to
remillers, As remilling centres are not located in ths production
areas and the smallholder has no means of transportation, there is
no other wvay for him to diepose of hie produot.

30. Another factor of importance in ths Indoneeian econoay is the
substantial asount of emallholdera rubber that is being exported

to Singapore. Official etatietical data indicate that during 1968,
1969 and 1970 not less than 67, 73 and 76%, respectively,of the
total export vas ehipped to Singapore, in other words, was exported
48 low-grade rubber - at low pricee - to a deetination outaide the
oountry for re-processing and upgrading., It ie obvious what influence
it would have on sxport earnings if this could be done within
national boundaries,

31, Other factors also cloud the feeue, in partiocular thoee oconcern-
ing the profitability of emallholder rubber production vie-a-vie
other agricultural activitiee. If serious sfforia are going %0 bve
made to improve the saallholder's lot, these should be preceded by
an analysie of the major probless which confroant them by making an
in-depth study of the situation, including the agro-soonomic eystem
that prevails.

32. The present eituation indicates that any eucceeeful prograame
vould involve the improvement of infrastructure and the provision
of modern yroceseing of amallholder's latex and elad into a high
suality export product.

33+ Although thie, with a few sxceptione, has not yet been acconp-~

1iehed, serious attempts are now being made to improve the quality

of sunllholdere rubber by detter proceesing, .in other words, by

the establishment of bdlook rubber factories. While in 1968 not o
eingle one vas yet in operation, more than 40 have been oonetructed
80 far, About half of them wers introduced through bilateral ald
channels from England and France vhile others were established |
private means.




34. Obvioully. much more will bhe needed to modernize tihe smallhold.
or seotion of the Indonesiarn ruochgp industry; in +him the United
Bations ane itg Speciaiizrqg ‘ger: tea  could be of valuable asgig-
tance by Providing the necessary expertige.

LIBERIA

35. As remarked before, the smallholders gcene ehovs large difrer-
encee in different couniries, To further 1llustrate this faot I
would draw your attention to the ¢ircumstances under vhich the
Liberian smallholder operatesg, Although Liberia is only a minor
Producer of NR (about 75,000 tons annually or 2,5% of world pro-
duction) it i1g the largest Producer in Afriocs and the second largest
producer of latex concentrate after Malaysia with about 14% of world
produoction,

36, Por the country itself NR is oxtremely important since it is
practically the only agricultural commodity from whigh export warn-
ings are derived; in 1969, total value of exported agricultural
Products amounted to § 3 mill. of which § 50 mill. or 80% came
from rubbder,

37.Up to the early fiftiec, slate income wun for 70-80% dependent
upon rubber, With tl.e adven* of large-scale mining operatione this

ssctor it is still the nainetay  of the Liderian economy,

38, Ever since j* vas astablished ws ar independent oountry in 1847,
the struggle for eurvival hus been a hard one as no foundation wae
preeent on which %o develup the country, This chancvd in 1926 when
& large private enterprise in NR decided to make Lideria their base
of operations, Vithin a few years tens of thousands of acres vere
carved out of the Junrle and planted to rubder. By 1940, with only
e to-porarycnloudoun during the great depression, some 28,000 ha
had bveen Planted.end 16,000 ha were by then of tapping age,

39. Today, the Rirestone Plantation at Harbdel consiets of approxi-
mately 30,000 hia planted to high-yielding clonal material and one
central fagtory with compiete facilities for the production of RES,
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erspe, centrifuged latex, purified skim rubber and othsr block
rubbers,

4 second 1-.antation, Cavalia, 11 the most easterr part of Liberia,
oovers about 6,000 ha and produces crope as well as concentrate,
40. Against this background the development of the Liberian emall-
holders rubber industry should be considered,

Prom the beginning, tne FPirestone Plantations Company has carried
on other activities not normally part of rubber eatate operations.
One of thege activities has been tne rubber growsrs asgistanoe pro-
gTamme, designed to hslp Liberians &rov rubbsr on their own faras,
This prograpme vas formally organized in 1943 and has ever eince
been the bass of the development of the smallholders induetry.

41, Pirst of all, ever-inoreasing quantities of planting matcrial
have been made available, seedlings if hecessary but high-yielding
olonal saterial as well ir this could be handled to advantage, It
is estimated that over the paet thirty ysars scre than 15.000.000‘
treee have been distributed; more recently, additional supplies
have come from the Rubber advisory Services, a Government agenoy,
42, Yirestone provided not only free trees but also frse technioal
servicse. T™is {ncluded fara eurveys, drawing up of Planting pro-
§ranses, sanagement plans, tree Baps and tapping echsdulss, At
request the farme woula be perioiloally inepected and advice would
be given on isproved ~ar- | o0 fvation and tapring, As squipment
and suppliss were not ubtainable, these vere also providsd, on
oredit terms,

43. Pinally, the comLany processes and markets the Liberian farner'e
product which {g usually {n the form of slads dut alec, and in in-
oreasing Quantities, as field latex for Processing into cocncentrate.
Bach month, Firestone fixes o purchase price which is the average
of the previous EoRth's sslling prioss in New York. From this s
iodlotol:tcctory prooessing and traneportation costs Plus Liderian
taxes. The rest of the Procesds of the sale.is €iven in ocash to the
farser vithin an hour after his rubber has teen bought, This has
beon made poesible by special laboratory &rrangeaente for o rapid
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determination of the DRC,

44. As a result of thig Fregramme, Liderian rubber farmers have been
making sis.ble and growing incom s, far above the income from sub-
sistence farming they had before, In faot, production increaeed so
rapidly that Firestone vas unable to handle it with ¢xisting facili-
tiens and had to design an entirely new process for handling,
ocomminuting, drying and racking this rubber, Thig Process, based on
extrusion drying, is fully automated and oapable of producing more
than two tons of dry rubdbber per hour,

45, In the fiftice and sixties, other rubber estates were establiehed
in other parts of the country, among which African Fruit, Goodriah,
and Uniroyal and at least one of them has now started to handle part
of the smallholdere’ rubber froa their surrounding areas. In addi-
tion,a remilling operation hae been eet up by an americo-dutch oom-
Pany that purchaeee slabd directly from farmers in their neighbour-
hood,

46, Despite all progrese made, in thie case through support by
private enterprise, the level of opsrations on Liberian farss could
etill be improved considerably, Yields &r¢ still no more than perhape
400 kg per ha as compared to more tham 1000 kg per ha on estates,
Primitive handling and transportation of latex and slabe impairs
quality an® therefors lowers the price of their product,

47. Progress in this seciiva of e Liberian economy ncinl iikely

to depend primarily on the dovelopment of entrepreneurial attitudes
and interests on the part of the Liberians themselves, supported

by Government and baoked up by all whoee aim 1t is to tmprove the
living oonditione of the rural population in this part of the third
world, Here again, the U,.N. and its Spectalized Agencies could play
their role,

VL. QONCLUPING RuiKs

48. In o vider context, smallholder prodlese are part of the
agrioulsural and economic prodlems of their country as a whole
vhich in turn are linked to world toonomy and trade. I would there-
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viewed only in the setting ¢f & world eaconomic and sooial polioy,
The essential Pre-requisite of such a world setting is agreement
aponget countries op a broad set of social and economic objec~
tives and measures. It 1s becoming increasingly olear that a
sinimum consensus of this nature ig essential if the rapidly
expanding world pPopulation 1s to live together in harmony and
meet the groving challenge of econoaie and social developaent",

s e s Y
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