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Gentlemen.

It 1s rather an unusual position to be in. Itts entirely a
new experience for me and I am sure 1bls going to be for you. I
hope your wmotience will acogmire some of the elestacaity thet is
attributed to rubber. I see one or two friendly enewmies —~ Capbain
Heiss, Cownander Shaffer -~ always in e boclground but with taeir
weapons ready.

It would be perhaps helpful in considering tae ruboer wenu-~
fecturing indvstry Lo talk for a few uanutes regarding crvde rub—
bers I doubt 1f there 1s 2 single imyorient indusiry in Lhese
United States thet pays so ruch steention to 1ts principal raw
naterral, or one in which tins raw naternzal has o stronger influence
in the daily operstion ol the industry, in the fabricetion of the
products that they turn out, taen 1s the cesewith »ubber,

The discovery of rubber has been crecated to our friend
Christopher Columbus, Thet 1s soe tiie agoe ile returned to "us
sponsors alter one of his trips to the lmeracas with @ substance
taat wes taken from a tree and the nature of the substance end his
description of the tree led to the applicetion of 1e name "weeping
tree® because of this liquid coming rfrom the bark of the tiee.
Somewhat later — and the yesrs mean very little in that period -
the coezgulated rubber wes nresumably picked up by Spaniards in the
Vest Indres and taken back to Iurope and ot 2 later dale pieces of
this rubber were received 2nd examined very carefully and 1t was
discovered thet in applying 1t to verious waterials that 1t would
remove dirt and wence the nome rubver. By rubbing this materi~l
on cloth or paper msrks were removed end we gained the term rubbers
Prior to aporonuately 1840 ~ for souwe lhirty or .orby years srior
to that perrod - vorrous ettempls were mede to use crude rubber,

It was applied to cloth as a meens of woterproofing, lo certain
types of footwear ond many srmiler things, It wos not nerticularly
successiul for tae reason theot 1t 1s eflected grectly by heat or
colds In tie vamweather 1t would ovecore very soil and sticky and
very uncoort~ble thereby, particulorly ven apsliec to clothing
end footwear, and 1a the cold weather 1t would stif’en up, become
very beittle, brealr, and render any Jom of waterproi.ing quite
inefiectuals In approtumstely 1839 Charles Goodyeer, s Connecticut
Yenkee who hed been struggliag wath thas neterioel for years, dis—
covered thet the applicetion of suliphur under heot would control
the plasticity of the matericl, 1a otaer words, ma'e 1b 1wpervious
to heat or colds It has been steted in conmnection with various
historicel skelches of Cherles Goodyear thet this dascovery wes
quite accidental, The best informebion svailable in the iadustry
does not bear out vhet statemeat, It 1s believed thot Goodyesr
for souwe tiie belore e actually achieved that onjective was sotis—
fied that sulphur end mest combined —ght bring about the conbrol
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of tie "wrdness or softness oi rubver and thus wme%e 1t applicable

to 8 wide variebty of vses, I thinl” 1t reosoneble to accept the be-
lief thet Goodyear Farst knews what he wented to achireve, second,

as tue went on hed more thun just ~n inkling of whet would heppen
1f he could pub these orcvicles together in the m-ht roportions

and e [1n2lly succeeded, LAt the time of his e peraimentel work an
Englashuman, Irncock, also had sumler 1deas, He wes quite a dif-~
ferent chap from Goodyesr -~ a businessman witlh soae screntilic
traiming and perheps earlier theon Goodyear recognized the importance
ol heat with respecl to the treslment ol rubher. IHe tred sulphur
not as an inqredient buuv as a cabalyst but had been uneble do nroduce
any results, So that following Goodyerrts completiron ol his re—
seerc1 work, wmith tre result thot the conbrol of the weternal wes
found, Jancock 1a England orgrnized companmies and Hroduced quite

a wide veriety or rubber goods, porticulerly those concerned with
waterproising axd prolection frow all ol the elements,

Now 1n the years Iron 1840 up to 1875 and 1876 the use of
rubber was lorcely coalined first to all fomms of waterprofiing
for the 'mmson being and in other respects where waterproffiing was
desaired, and the development of whet we call .echanrcal goods
beg-n in tiel neriod various tynes of hose for coaveying liquids,
crude (oris ol belt, rorticularly where noisture wes Dreseab ot 2ll
ties, end very crude tynes of :w0ldoc goods where o certain easure
ol cusyionming vas desiroble, Durang all thet veriod the ruboer that
we used in fabricotion weos obteined from Soubh mericen countries,
largely Brezil. .8 mosu ol 1t came through the ares or city of
Para 1t wes laowm os Para rubber, The wethod ol obtoining that
rubber iras 2lso quite primitive, It consistel of treders beck I[rom
the coast to the interior sowe 1200 miles followiny the ravers, of
course, loaded with such thiags as could be euchenged widh the na-—
taves lor rubder ond simlar orocucts ol the jungle. I presuwne
the natives liled fancy beads end brightly colored cloths, some
forsrs or ewables, naybe a lattle whiskey — I dontt koow. It would
be 1 tiere were eny Yankees connecled with the trading process.
In any event obboiming rvbhers wos @ long onerotion o2nd because at
prssed throusl bhe "onds of scversl troders into the large traderst
hands at the sea port crude rubber wes very e oensive, Very e pen-
sive indeed, which Jumted to o great e tent the research work of
that perizod and 1ts use 1a wany oroducts.

2bout 1876 an Englishuen, Henry 'ickhaa, succeeded ra taking
from Brczal sowme o the better seedlings of the ruvber tree,
acting on the beliel that the climotic coaditions were wmuch Lhe same
in so i of the Englisihi colomies as in the rubber-groving arecs of
Brezil end taetv rvboer might prove to be the means of building up
10 those colomes o very lerge end »roSitable oropicel sgricultural
venture, The fircst seeds “rere telen to London and pl=nted in the
Royel Gerdens, vhwc., undoubtedly, wony of you have seen as they
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are in exastence ¢t the present time, but they were not sarticulor-
ly successful and lickhem made another attemst to bring the seed—
laings from Brezils Thet atvempt was Irustroted at first by tae
Brazilian govermieat who believed thau the seedlings belonged to
Brazil and had unususl velue and dad not propose to see the Lnglish
get away with another steal es they put 1t. However, Thckhem fin-
elly smug_led these seedlings oute. They were agoain trred with bet-
ter success and over a long perzod of time he persusded the Dritish
govermment of that time to try them in the Tast, perticularly in
the Malayan Peninsula, It wes almost im.ediately successful in so
Tar as concerned the tree growing to the age where the bark yielded
the latex or milk in the trees Ilowever, for a number of years the
production was not suliiciently grest to provide any serious com~
petition or senace to the wald rubber gathering of the Brazilian
areas., In the early 1890ts the bicycle tare aspeared in large
quentities, particulerly the pneumetic tire, which greatly increased
the use of the bicycle, particularly the salety types I presume
there ere only a few ol us here who remember the old high bike,
probably I'm the only .ian here who'd confess to a recollection of
1te But I do and the advent of the safety bilke was most epochal
indeed and gave great impetus to cie use of rubber and to the growth
of rubber nanufacturing plantse

Also 1n the 190's with the advent of the -newnatic tire the
horseless cerriage becoa to take very defimte shape and becoe some—
thing other thea a dream and the pneumatic tire was manufecbured
for the purpose of equipping the so—cclled horseless carriage.
Nerther the "wrseless ceriiage nor lhe pneumrtic tire of that
perroc could be called a great success. It certeanly was an im—
provement, It wes on advance but gave a great deal of trouble., As
a matter of fact, 1l nroduced the umotor vehicle ol that day inth the
"eet out and geb under" songs end other jokes cn recterisiic of the
period which provided ocur netion wilh a greet ~eal ol amusement.
However, 1an the early 1900's the research wor'. with respect bto the
developrment of the cor and the rubber used 1n "e car made a greab
deal of prosress ana lhe rubber growing indust.y in the middle Iast
likewrse wos growang in lesps end bounds until 1t became a serious
competrtor of Brazil. The lack ol lmowledge regerding rubber cul-
ture end the coagulation of the latexn after a1t come from the tree,
the necessity of keeping it free from foreign wsbter, was then
little reslized so Lhat the rubber thac resched tae manufecturing
ereas of England end the United Stetes was looled unon as of a very
poor quality —- in fect, the quality was not very unilom end conse—
quently 1t had a bad nae 1n comperison wath the so~called fine Parae.
But as tiue went on the quality of the rubber i.proved and 1t was
producéd 1n such quantitres and at such 2 cost vheu 1t became equally
desirable to the Brazilian type, and as we got 1nlo the meriod before
the World lar became lhe predormuinent factor in crude rubber supoly.
During the Vorld sar it came really into its own. I think thati our
ofiice has given you some data heving attached 2 sheet, a statisbi-
cal sheet, showing tae growth and consumption of rubber and that
1s placed belore you in order that you may realize the ropidaty of
that growth,
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Following bhe dominance of rubber production in the muddle
East we find the sutomobile becoming a wore important faclor in
the nationls trensportetron fecilities and thns was larsely rade
Dossible by che use of ruboer, and concuriently 11th che develop-
ment of the sneumetic taire in transportation which in turn promoted
tremendously increasing production ol crude rudbver, the srice he—
came lower and thus pernibied of greatly incrersed resesrch aand de-
velopuent work and brouzht in 2 great number of new uses in 21l
Iznes, MNob only an tires but the quslily of footwesr turaned out was
greatly uwroved; ra sechanical goods we lound new uses, parbicular-
ly artacles going into other indusbtries. The brensporiation of ma—
terials over long coaveyor belts 112de ol cobtoa and rubber bezen
to cousticute a large andustry in atsell, I :aght 1llustrete thot
by scying thel 1a bt period I think one of the farst Jar_e in~
stallation o conveyor belts was gl the Trick Coke Coupany not
far Irom Pibtsburgh and they placed a five mllion doller installa-—
tion of conveyor belt ebout an inci end a querters in taickness with
2 thres—eighths rubber covering on fronl and back, six feet 1n
width, covering a distance of ezbout five miles in whach hot coke
was cccried from the oven where 1t hed been cone before first with
the donley and btae little cart on reils, later with the small Lloco~-
motive and the small cors end then the coaveyor belt cesme in and
replacec the donkey and the locomotive,

We have arraved at the poit wiere bhe s~ubtomcbile 1s growing
very faste The use ol ruboer an 2l forms of traasporbtation 1s
greatly sugmented by the low cosl, and reseorch and development
worke Then we encountered the orld or and of covrse wemfacbur—
1ng was :mch restricted gs well as the supyly of the crude matersal,
One of the first things thol we encounterec in connection with lhe
World ' ar wes the dicvum by the Englaish Government thal we could
not heve rubvere. Not peczuse of any nerbiculerly umriendly feeling
ageinst Ameraca bubt because they dadn't went their enemies to have
rubbere 1 {inelly »ersuaded the 1 that we couwle do a grect deal of
good vath rubbver - aght even help thews, They consenbed to a plac-
1ng of respoansilaty for the rubber winch largely rested in the
1ndustbry under tae most nomnal suwoervision of the British Embassy
end leter on our own 'er Industries Bocrd, wiich alloceted dll of
the rubher received from the Last to tne nanulzcturers according
to their productive copacLuy 2s ue uweasurec 1te Iikewlise sanu-~
foctburing facilitaes vere resulated 1n bthe same manner and the
quantity ol goods tuat could be burned out and sold wes controiled,
I speel ol thot an »nassing because I'm quite sure bt somewiere in
Jeshangton 1n the sacred archives there cen be found today a fully
developed nlan for conmbrolling our andustries, as well as other
industries, wita respect to the awount of production and the use
of production end vho 1s going to have 1t,

Fol” owang the war we experienced what might be called a boom,.

The cutouobirle industry ren into @ boom ~errod with great improve-
ments, The rubber industry dad likewise and meny other induslries ——
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the shelves of coinlerce hed become quite bare during the neriod
vhen all nroduclive facilities were devoted to war waterials

and consequently in the atterpt to 11211 them ocur business boomed,
Also 1t 15 recorded soewhere t'wt tie stock warlet did Tilewse
and everybody became rich bul many ol us couldnlt stand nrosper-
Ltye ‘pprocouately 1920 when the first evidence ol adjuse ot to-
wapd equilibriuwn was :ade evident the English nereserved the dis—
aster coring to them beceuse ol the rapid nroduction of crude
rubber 'mucht faster than the menufacturing industry in any neort of
the civilized world could absorb thet materral, Consequently

they developed a scheme ol regulation “nown as the Slevenson Scheme
because Lord Stevenson headed the particular government departueat
which supervised the operation of the scheuwe, Roughly, the scheme
consisted of 2 form ol regulation whereby rubber was released de—
pendent on a certain nrice being reached, IL thet price was nob
reacied in any narticular quarter the rubber wes not forthcominge
One of the dillzculties ol the schieme was this — thet the specula-
tave fratematy took very good care wienever possible thet the
price did not resch a certoan level and thereifore tie rubber was
not forthcomng which gave them a besutiful opportuntity to bring
about @ very high nrice for a saort periode They were careful to
take 1t down again before the next quarterly peraiod ithen @ higher
release could come, The scneme was apoliccble only to British
areas aand in the .:eantime the Dutch in Jove and Sumatrs were worl-
ing day and night to proaote ruovocer culture end wivhout restriction
they undoubtedly nrofited grecbtly from the hich prices of that time
which was very helpful to their develo_ment, end ultamately that
condition wes one of the most iniluentiel factors in brezkaing the
schewe, So that in anpro.amately 1928 the Stevenson scheme was
gbandoned and 1ts effect wagat be visuslized to some extent when

I say that a few days after the abandomment of tne scheme the osrice
dropned from 70 cents a vound to aboub 4€& cents a >ound, You can
ima.gine what hapnened to the menufscturing industry nolding the

bag with rew meterial at that price.

Followaing 1928 for the next two years the rubber industry ran
along at a rether normal rate wath reasonable success buv vias
gradually drasmm into the wvortex ol tae depression like all other
industry w it the result that the Englaish and Dutch in concert
begen to think about restriction of this materzal, while they were
thinkang sbout 1t 1t became such a drug on the .arket that rubber
was sold in Singapore, London, and New York at appro amately three
and taree-quarters cents a pound, the production cost of thst
period being around eight or nine pence, say seventeen and a half
to eighteen cents a nouads So you con s~e tnat rubber selling atb
thiree and three-quarters cents to the primary consumer with a cost
of eightesn bo nineteen cents wes not a very profiteble venture.
As to the result of this the Mubeh and Englash finally evolved the
present regulation scheme which wes nredicated on ~n entarely
diflerent basis from the old one but keeping before ther neverthe—
less t1e objective of a reasonsble rebturn on their invest.uent.

-5 -



The present scheme consists of an assessment on the recsonable
production capscity of apprommetely eaignt and a half wmallion
acres, The oroduction 1s divided oiproximately egqually between
he Englash and twe Dubch colomies in the Eestse From this stan—
dard sssessuent a basic quota 1s esteblished by this Inbternational
Rubber Regulations Comumtbtes which 1a 1bs constitubtion 15 a sov—
ereign body representing the governuents who are signabories to
this agreeuvent, The comunttee 15 given the power by these govern—
ments to et eny tire fix the quota, the nercentsge ol this basic
quote tanet may be produced and e ported ond briefly that is the
entare operelion of tihe schewme, It appears to be very sumple and
on naper 1t 1s, bub e dbraordinarily difficult to follow 1n ad-
Justing the quotas to the consumption requirements and to the mrorked
trends thet follow those requirements. However, 1t also learned
a lesson from lae old scheme an that the prirery consumers are
permitbed to "ove a voice an the operation of the scheme, The
commttee has en advisory penel, The adyisory panel consists
ol cepresentctives nomnated through the various govermuents of
the world where rubber 1s useue. They have no vote i1n the commt-
tee but they have an opportunity in the comattee .eetaings to
tell the comuttee of e needs of the various areas which they
represent, Y. believe that tae e.stence of that panel and the
wor. of the nembers has becn very helpful to the welfare of the
wanufacturing industriesy

It 1s doubtful 1f we can lay loo much stress on the reletion
ol crude rubber snd 1ts control to the operestion of the rubber
manulacturing industry. In order to do that I might say a few
words regarding the very close attenbion thob s pead vo the cost
of rubber, In fact, 2t 1s sorething that is watched every day
for the reason that in our industry it has become the custon to
sell 2 greet meny of our products on a forward besis. In other
words, the automobile manulacturer wanvs in weny instences a price
for the entire model yesro, To 1llustrate thet, the 1940 model
1is nlaced in the hends of the dealer 1a October of 1939, The
plenmng for that car began lasi June; basic nlannming is going
on all the time, but the specilie plans for the 1940 model began
last June, lLast July the sutomobile manufacturer began to feel
around to ascertain how cheogly he might buy tires and even
though he 1s a good custouwer we heve to admit that he tokes us
by the heels snd shakes us down whenever he can, wiuch 1s usually
once @ year. .e are compelled, Ior competitive reasons and in order
thet the cor manufacturer mey establish a prace to the »ublic which
e 1s reluctant to chenge throvghout the life of thet car year, to
name our price. .e must know soriething aboubt the cost. Thereiore,
all ol the suppliers are colled upon to neme ¢ orice — in effect,
a guarenteed price. The car menulacturer makes no zuarantee to
buy any quantity of goods; an fact, so far as the car manufacturer
1s concerned,he makes no firm contrect at 211, but tae tire manu-~
facturers do make a combract to supply the cer manufaclurer sath
tires for a steted perriod &t 2 given price. If we have not nade
a reasonable estimate of the trend ol rubber costs, production
and cost, then 1t's a latile unlortunate for the Ffellows wno have
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the responsibiliby of operating the coupanies 21d even .ore ua~
fortunate for the stockholder, Thol sane wrocess 1s [ollowed
with respect to hany of our ¥ Jor -rroructs., "l sell our foobweors
products six wonthis aheod o” tae seasons Obviously we canld sell
1t without e price and thot price must be mainbained and we rust
convince the lerge buyers and jobters and they in tum the re-
tarlers who wust sbock tnese gools lor long periods chead of the
serson that thal represents @ ccasomable Hrice and Lhereby lhe

will aot sufler loss, If he does thet e may rcaiumburse am which
we Trequently doe A szwilar siturtion prevails in wnany lines of
goods, conveyor belts, transmission belts, various Tlines of hose
which are seasomsble, molded goods ~ ond I maght say 1ere in
passing that the automobive industry takes oppro-amately lilty-
five pounds of rubber for each esutowobile, other tuaon tires, in
verious forms of .i0lded goods, window chiwnnels, vorious strips
between taie ehessis, and the body, 21%l ol the engine mounlings,
radiator hose, bumper cushions, gaskets ol various kands to the
tune of about fifty-fave pounds for tae evercge cer go into that
trade oand neerly 211 or trab is pub oub by so~called mecheaircel
goods senufccturers, although there ere many other menufacturers
who specialize in sup lying thet lorn of nroductions In that case
& nrice 1s demanded by the conswner, The winins industry ia de~
veloping the conveyance of ores, the steel industry i1a the convey-
ance ol crushed stone and sumilar macerials, demand & nrice some—
what indirectly in thet we produce conwveyor belts and also trons-—
mission belts tnat e guarantee exther lfor & perioc of tiuwe or to
carry some millron tons ol mtberncls., There agein tile nrice 1s
fixed, I am euwphesizing this price situetion 1a order thet you
may see rather quickly th-t unless we try to Leep on the right side
ol crude rubber, unless we follow 1ts oroduction, its e.port, i1ts
marleting, and our own inventories ol crude rubber, we are losts
Because of thas forwersd nature ol our business we hove to buy for—
ward 1n our crude rubber nurclases and the averege mrice over @
pernod of course either permts us to bteke 2 loss and on core
ocecasions ¢ Drosil, 11 we have been somewh~t necr the narket,

The rubber manufacturing industry h.s been laike reny ol our
very cctive cnd Targe fuericon industries frosm tie vue ol Charles
Goodyear trewendously interested in rese rch and development,
Perheps we 7ike to think thet aa engineering and chiemical research
as 1t aflects our industry we ere somevhat checd of these other
industries. Thot 12y be o rether seliish cloia but we still mold
to 1te 75 on 2llustretion of what "es happened vith respect to
researci, consider first the engineering reseccch regz-rding pneu—
matic tires, second tie endeavor to find ways and means of iasten~
g the cure of rubber — and I thaink we wighl soy wath ressoneble
certainty that nert in importonce to the discovery of rulcaniza—
tion by Checdles Goodyecr i1s the development by e men, George
Oenslcoger, some sixwy or seventy years leter, of whet we call
orgemz accelerators - in cther words, the derivatives of amline
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o1l that ere used .s ¢ vehicle vo convey the sulphur inuvo the
rubver and deposil bthut sulphur ead disappear, in the eorly
deys before lhis ciscovesy whltte ead was largely used os an
inore.nic acceleracor for cure ond bhet was nobt successiul be-
cause the leod required a2 long vl e Lo brang 2bout the cure —
houis and in soie coses deys, according to Jhe oroduct, gad even
then 1t wes not uwmilor becouse we could 10t Hrevent the apoear—
ence 0. a gre t deal of Ffree sulphur on vhe sur’zce ol rubber
aoods., Hore o7 you .y lave seen rubber goods wmth a sort of
bloo1 or *Miu2e =ooe ronce on the ouuside of a cire or & pirece of
wse or o bet. Tiau s due to the fact Lhet we were quate
unable to wse on accelerclor, o vehicle for comveyianz theo sul-
phur thet would deposil Lhe eatice owount 1a the ruboer and pre-
vent 1ts corng to the surface during the octurld curing orocess,
211 ol thev was Cone by a w2n, Georse Oensleger of 5. Fa Good—
rici Cowmoany wio 1t 1s clewmed wos the first ciernst eunloyed an
he ancustry to devole all mis lare bo reseorch ond cdevelopmeab
worls I con't quite subsleatiate thet claim but nevrther con T
prove L11wh 1t¥3 wrong, .nd suadianecusly with thet tremendous
advance 1a which the cure o~ meny ruvb er erlicles was reduced
fron mpony hours to o wetter of mnubes under an hour, a similar
advance 1n chemistry wes mede 1a als opplication to rubber in
reclaimng the ruober thel had oreviously gone iavo the construc—
tion of rubber articles. uhen bthese articles were picked up as
scrap we had {ound a way by chemicel treatment ol disposing of
all the foreign watter such es cotton fabric, all {the chemicel
materadds that hed encered inbo the composition and retein the
rubber contenv, not 'nth the same tensile strengtn, sane elonge—
tion capeacity, vub nevercheless very useful, and thot brought oub
reclaimed ruboer as we knowr 1t today, wiica 1s a very veoluable
ingredient in the manufacture of meny rubber erticles and oae ol
tie most valuable, of course, to bne winning of wer in the cvent
ol our supply berng reduced or cubt ofi, In additica to the rubber
consumption ol eporo amately 575,000 tons 1a the United States
this year we shall probsbly use -~ and these .re round figures,
say 156,000 tons of reclaimed rubber. Thet is nobt an adulterant
as many people might think but 1t 1s very definmively a voluable
1anredient an the ranufacture of ruber goods where o somewhatb
1nert substoace 1s required to give weight, bto give strength, to
provide resistence to abrasive wear and likewise to many other
maternals with which tiese criicles may come 1n contecte One
might spend hours tal'mag to you eboat Lhe resvltc ol our reseorch
and developuent in 1.1~roving rubber ococuction but I am sure thou,
firsy I 20 not cowpetenl Lo braine thel co you in couprenensive
form, ond, ne-t,inasmuch s you cre only hituving & lew high spots
here I'n quite surc you wouwld be e bat tired ond impauienb.

In (~cling with some of the econounc phases ol rubber manu-

facturap —~ 16 migal be well for s mouent to refer to the greet
growth of tr.nsporbtetion and the boom eflect on the industry
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during the pernod from 1914 to 1929, There came inbo being either
as a sbtock oromotion or as 2 serious enterprise soe 300 new manu-
facturing establishments anoc uadoubtedly the majority of them were
projected in the belief therv herc wres a bonenza of industry tnat
apparently wes going on inth repid growth end tremeadous nroiits
and that everybody should get in, Each commumity wath a grest decl
of local pride had a desire to bwld up 1bs industrial eflorts and
promoted a rubber manufacturing plent wiathoub any thouant es to
where the trained persomnel maght couwe from to :.nage bhat plent

or who was going to merchandise the goods or wlio :aght be qualified
to protect the quality of the goods ond keep bae comparable with
the older esteblishments, with the resuli that 1a the period from
about 1923 tall the end ol 1931 1a the tire field particularly,
these 300 establishments had boiled down to about 34 or 35, includ-
ing many swmoll coupenies that survived that period and the strong
compebrtron and therefore proved their ability to operate a busi-~
ness,

Coming down to the present fire 1t seeus sonewhat foolish for
any one from our industry to stand "ere eand eadesvor to describe
to a group of intellaigent men whet the industry does today. TYou
all know that taere are very nearly 30,000,000 vehicles in trans—
portation 1n the United States or approximately 70 ner cent of all
of the 1wtor vehicles of the world, There are necrly a wxllion
miles of surfaced roads in these United Staves waicn I assume 1s
of some wportance to our ralitary establishment. Incidentally,
1t might be worth while for you 1f your curriculwn perumits to go
to the liayflower Hotel some tive today. The imerican Automobile
Association are havang an amual ueeting and I thanl- eoch state
1n vhe union endesvors to give o pictorial portraysl of the "agh—
ways of 25 years ago and todey, I looked as I caue out of tre
dining room a2t breal-fast ond in sovite of my 21 years 1n rubber and
in highwey transportotion I was amazed ot the mproveument that
these pictures brought aome to me., T co think of rubber end trans-
portation —~ rubber and the aubomobile which inspired this waprove-
ment in highways or made 1t necessery. I think 1t would be very
much worthh your while to go doun tnere and loo! lhoco over from the
standpoint of what hes been dore wita M1ThiwWweys.

Agaan referring to the present tane we 125l guote a few
statistics and 1f there aren't any maclune gun threats here egainst
stetistaical facts, I'11 make 1t vecy briel, 1f youlll hold your
fires

The annuol value of 211 production of the industry at the
present tine 1s aboul 650 million dollars, Of course, lhe nrices
are very lowWe.

e estimete aboub 32,000 diflerent ruvbber products.



There are about 480 plants wsing rubber of whmea there ere
cbout 150 that we call rubber menufeciuriag plents because the
majority ol %tieir nroducts 2re generally kaowm as rubber wroducts.
The others wmanulfacture other articles end such ruvbber products
as they have ere incidentel to their business,

It 15 estumeted tnab the invested capital 1s approzamotely
a billion dollars., In a normol period there are employed aboub
200,000 people directly in the rubber industrys *Je nre now on @
conswiption fesis of crude rubber of between 560 and 575 thousand
tons pes snnu,

I believe we are reted s2s the largest indusbrial consumers
of cotton., There are some 25,000 employees 1a tewtile mlls
eltiler our oyn or rulls under coatrcet to us and back ol that
some 60,000 geople 1n tie production ol raw cotlone

That statislical situction can be ettended on like fennyson‘s
brook forever bub I don't want co be involved and T'm sure you
dontte.

In the geographiczl situctron of bhe industry as you probebly
all know, \‘kron i1s the menufocturing cenler and riore tuan filty
per cent by dollars or lonncge or feet or whatever yardstick you
want to use cowes out of that ares. Iew Ingland zs the original
rubber manulacturing district and still is large in other products
then tires, elthough they make some. The Trenton dastrict as the
next oldest in rubber, making a variety of mechanical goods,
largely all of northern Ohmo, ancluding Akron, constitutes the
largest districts Thers is considerable manufacturing in the Chi-
cago erea esbending into "hsconsin and Iowa, On the Pacific Coast
in Los \ngeles there sre 7 or 8 plants which aceouat for aboubt 10
per cent of the manufacluring industry ol the counlry. There isn't
any particular reason —~ any basic reason — for the location of the
industry i1a those broad geographical creas — 1t just happened largely
because somebody had sufiicient couraze to invest 2 litlle money
1n those areas, Akron owes i1ts bezinmng as a rubber manufactur—
ing center 19 Dre Be Fo Goodrich. Dre Goodrichts belief in the
future of rulgper wes very, very firms ile was one of the pioneers
1n drouwoting the nanufacturing snd particularly resesrch and de—
velopanent and he arraved at Akron somewhat in this manner, Ie
sterted [rom dew York City and followed the industrial areas ad-
Jacent to the Iudson River. He needed local enthusiesu backed
by money to help start the manufecturing plant for producing rub-
ber goodse gﬁ received various offers up the Hudson River and up
the lichawk V#¥ley in Bulfalo and slong the lakes. Finally somebody
told "am of skron, then 2 city of 30 or 40 tnousend people with
a great veriety of industries, "e went down there end they offered
him 2, site and four or five enterprising cibizens with some regard
for the welfare of the communty and an equal regard for their own
pocketbooks decided to go in with him, I think vo the tune of aboub
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5,000 apiece, There were four or five of them and thaot wos the
beginmng of rubber in Akron and che Goodrich Comnony today is

one of the lergest rubber menufacturinz concerns in the vorld
producing a variety of products, The heirs of the people who
invested the 1,5,000 don't work and they live on the proceeds of
their forbesrs! long vision ~ longer vision then wost of the .e1rs
will ever have regarding anything,

If T waste too much of your twume, Colonel, dontt hesitate
to say halt and in the military menner. ,

There are a few interesting things in conclusion thot you
might vant to hesr, I think we are the second highest "mge 10~
dustry in the Unated Stotes, Our average hourly rate in the
principal center 1s somewhere between ,1,10 2nd ,1,13 an hour,
In the last 11 years the »nrofit for t'e industry represents less
than two and one-half per cent return on net worth compared with
the six and six-tenths average return for 1720 corporations rep-—
resenting a cross section of 21l mmerican business, TFor the last
moe years an which figures ore availoble frov the Bureau of Tn—
ternal Revenue the industry shows a loss of one-half to one per
cent on sales,

There are some odds end ends heres T uzht say thet r have
been remerkably free froan any restreaint by reason of petents or
processes being secretly held or on a royalty basis so high that
no one could use them, Quite Lo the contrary, wienever any waJor
development has taken ploce in the industry 11 has been made
averlable either by en evchange between coupetitors of daflerent
pacents or different processes or on a very noranal royelty basis
which has been very helpful in the orogress of the 1industry.
There 1s one phase of develomuent that ught be virely., At the
present t1ie 1n conneccion with the productioa of crude rubber
we are confroated with the problen o obtarning ead transporting
and vsing leter in laiquid form. As our rubber experts, Captain
Heiss end Corvander Shafler, can tell you, 1n our lectories our
Areperestion machinery is very eavy, expensive machinery, Our
mills for brecking down the rubber i1ato 1is sheebt for and makang
1t nore plestic aad again for mxang, compounding, vulcanizing
angredients are very hesvy indecd. Our c-lenders rfor 1mpreg-
nating fabrics and producing rubber 1n sheet forn £gran are very
heavy nachines, six foot rools ol tio aud one-hcli feet in dia-
meter, 3 rolls in a tremendous frere opersted by individual elec—~
tric draves, Sowe of these .izchines cost 80 or 90 thousend dollars
ecchh and a loag line of thot wachinery andicates cleorly the e =
pense atieched to the >roduction of rubber goods, Our engineers
have lor a grest number of yeers wondered how they could get away
from that tremendous cepitel imvestment and find 2 quicker and
better way of producing the goods wathout going through all that
torture., e haven't armved et thot noint yet bubt we thaink we



see our way, One 1s lhe bringing of Lne letex fro the tree to
tac rubber fachorye At the preseni {ise we eupect to very soon
be nsing, che Cry weaght equivalent of 50,000 tons ol later 1n
liquid forn. '€ anbicinote within two or three years & hundred
thousand tons in addition to the tommoge [ had previously given
you as our snnual consumption. That leve: comes TO US ~t & cost
that we find a lattle dufriculi bub nevertheless yrithin Lhe range
of our operatirons, because of a very elfcctave weans belng Ffound
of concentration, or reducing the anonsture contentb, particularly
for transportation purposes ab the present time. I we toke the
1ate +wnthout concentration there is sbout 7O per cenb moisture
and pure woisture abt ,18 and 420 a ton from the Far Fast 1s a
pretty espensive operation. They have found o way throupgh a
patented orocess of bringing thol moisture down to eooul 40 per
cent and have pumped the latet into e tank bota in the storage
point et the shipiing ports, again PYWipLng 1t anto 2 tenk on
ships, end taking 1t out of those tanls by pusping 1t on the
Atlanbic Seaboard, There are four bulk plenbs on the Seeboarde
Lotex can be and 1is used for a Veriely ol things but the princi-—
pal use at present and whot we believe will be tiae tremendous

use ond moy 1n wany respects equal the use of crude rubber in

our .12 jor production, is for cushioning purposess Today you can
find 1in the better stores the sponge ruboer watiress, That 18 2
matiress produced [rom rubber thot 1s called sponge rubber because
1t has the appearcnce ol @ SponNgee 4 hes cushiomng qualitics
of spriogs and 1S produced by our process ol talang the latev,
adding the aecessary corpounding ingredients, and a chemical
ingredient which brings ~bout Lae seume situelion as the yveost 1n
the loal o. bread — aand I wish they'd go pack to 1t = but 1l 1s

2 tee endous development, Ve are not only pubtuving 1l 1in nat-
tresses but 1in every Pullmen (gr -~ new ones = thet you ride 1n
you are sitling on exther pure sponge rubber cushionias or Sponge
ruboer laid over springse Every metiress 1a 2 Pullman Car today
1s sponge rubber. The thesters are coing in for sponge rubber
cushiomng. The automobile industry hes sterted with this 1940
model to use ¢ layer of sponge rubber cushion approximotely one
and 3/4 1nches thuck on sprangs, dorng sway wita the cotton used
Ffor waking these cushionse If you have a real higa-class Govern—
ment job you cen buy a Cadillac with the full sponge rubber
cushiomng end you will find thab very comfortable indeed bubt 1%
15 a trenendous development and we cantlt ot this tane even 1n our
owmn enthusiasm visualize the proportions thet 1t wev attalne

But 1t 1s indicetive ol the tremendous amounit ol el ort and ioney -
many u.. 'lons 8 year - thet ere going inbto researc: and developmente

1ty respect to synthetic rubber which you have undoubtedly
heerd o”, uvhere are 3 synthetic products being produced 1n tins
country They are oll proving to be usefuls, I thaink perhaps
the duPont orgonization have produced bthe largest quentity and
seem to be making a trewendous effort vo bring the price wibthin
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reach of the mamufacturers, The price boday 1s somewhere around
65 cents a pound which of course 1s nol quite comparable to crude
rubber, at 20 or below. Buv as the volume of thot maberial grows
undoubtedly 1t can be proiuced chesper and as a materisl vhich
safeguards our production and institutrons against tne shubiing
off of the crude supply 1t 1s of vatel importance, along wath
reclaamed rubber, It can be very helpful and 1t wmll do .nany
things which we have not found possible with respect to process—
ang the natural rubber, It's quate zmperviocus to the sction of
o1ls, which are hermless when they come 1n contact wath tne pro-
ducts made of the synthetic rubber. The same 1s true of sun or
water and many obther things that are very hermful to the produch
made wholly of the natural rubber, I'm not a chemist and quite
without scientific knowledge but from the opinions obteined from
the chemists, both of the pure research veriety and the more
practical group, I'm ainclined to belicve thet ultiwately the syn~
thetic rubber and the naturel rubber 1all work along togetaer,
probably until the most elffective coupound i1s discovered, and
thereby will ancrease greatly the nwiber of products we can make
for a wider field in industry and for tne iavividual need,

Colonel, I could stand here in this rather loose manner and
talk to you about rubser all day. I think you would have not a
sit—down strike bul a runm~away strikeos If I mey close at ihis
point I express appreciation of the opportumity of .eeting you
gentlemen and talking to you, and hope that you find the data
submitted and any other which you may wish to ask us for of some
use i1n this gquick educational process which you seem to be under—
Z01I1Zs

Thank you,
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Colonel Miles: I'm certain we are much obliged to Mr.
Vales for this excellent talk. We are alsc very much obliged
to him for the subtle humor which seems to have bubbled out on
occasion without any restraint whatscever. Are there any questions
at this time®

Q - Do you know anything about the situation in Germany
with respect to their production? How close does 1t come to
supplying their requirements?

A — T can't claim to be an anthoraty, but I think I
know something about 1t. Germany for the past two years has been
using crude rubber at the rate of about between 80,000 and
90,000 tons per annum. In May of thas year I had breakfast in
Amsterdam in Holland with Dre. Kearnegie who is the operating head
of’ the Continental Rubber Company, Harover, Germany, being their
largest rubber producer. I think approximately fafty per cent of
all the rubber goods 1n Germany are produced by Continental. By
the same token they are estimated to be the foremost research and
development people. I was very anxicus to talk with Kearnegie for

the reason that some time prior to that a group of the I. G.

people, which is the chemical trust whose production or whose



processes rather are controlled in this country by the Standard

01l Company who are making many other things than synthetic rubber.
They have been over here and approached owr praincipal manufacturers
who offered to send us a small shipment of buna for experimental
work and they then talked about establishang a plant in Louisiana
using petroleum as their base and prediected the production of
60,000 tons per annum within a very short period of time after
beganning that operation. It might appear if they could produce
60,000 tons an the United States a short tame after establishing

a manufacturing plant that they must be producing a very large
aguantity in Germany. I have always believed and I can't give you
any reason for thas belief that the developed German mind carries
more intelligence and more abyssmal stupidity in the same spot than
any other human being on earth. I illustrate, because this chap
was talking ahout 60,000 tons and he was talking about tire

tread stock made from buna that would run more than a hundred
thousand miles, which 1s very impressive. Some of our techniecal
people present when these assertions were made said, "Well, what have
you done with the carcass of the tire? "Well," he said, "We haven't
been able yet to use 1t in the carcass or atbtach this tread

stock to the carcass so 1t will stick, but we'll do that, of
course. It jJust comes along in due time " We can make a tread
stock out of natural rubber that will go a hurdred thousand miles
but 1f you put 1t on an Army truck most of your soldiers would

e1ther desert of kill the officers if they had to rade on 1it.
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It would be terrible stuff and 1 have the same i1dea of buna.

Wath that exhaibition of German stupidity in my mind I was very
anxious to talk to Kearmegie because I had an idea that he could
come somewhere near the truth. KEnowang that he wanted something
from me he had to trade. So I laid that before haim. He couldn't
say anything about his fellow citizens who believe that he said
that"if an the year 1939 we turn out in Germany 20,000 tons of
buna we'll be doing very well indeed." I consader that authora-
tative from a man like Kearnegie — 20,000 tons in relation to a
approximately 90,000 tons consumption of the natural rubber.

It 1s well known to us and admitted by some Germans that first

the production of buna in one type did not produce an article like
tires that was very useful. It was quite helpful in several
lines of hose, several lines of mechanical goods like belts,

not so good with respect to various types of molded goods, all

of the gaskets and things of that type. It doesn't seem to have
the qualities of resilience required and when they attempted to
make tires the service obtained was very small andeed - 2,000
miles, something of that sort. So that they produced a different
type of buna which was not so good with respect to this other line
of goods but did improve their tire. The best information I can
get 15 that with the present synthetic that they produce speci-
fically for tire manufacture ithey obtain about one-third of the
service miles or periods of time - whatever yardstick you want

to use - that we get from our own commercial tire at a very high
expense and 1t's very difficult to control the compounding process
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of cure and to maintain uniformity as has been done by them and

of course by ourselves with the natural rubber. So that I don't
knowsthat 1s a long answer to your question but 1t seems to

me that you should have that background ard I don't anticipate

any serious inroads on the tropical crude rubber by the synthetie

of German production. I don't think that the synthetic produced

by the Germans solves their transport or other problems that require
rubber by any manner of means an the position they are in,

0 = In case the sources of raw rubber are cut off are
the mbber industry prepared to go shead and produce 1t% Wi1ll
there be a period of shut down and readjustment?

A -—- There will be a period of readjustment and some
measure of shut down. We have probably the largest supply of
scrap rubber in the world. We have the capacity of turning out
large quantitaies of reclaimed rubber which can be used for a
great many productsiundoubitedly the production of synthetic rubber
would increase very rapidly but there would be a hietus then that
would be daffacult to bridge. Consequently, I think that the
plan of our government to build reservenstocks of that material
1s a very high purpose and wall prove to be very useful indeed.
X RmnnonnTts

@ —— In other words, there i1s enough difference in the
processes by which you go from the raw material to the finished
product to make necessary readjustment within the plant 1tself?

A — That's raght.

Q —- Mr. Viles, is 1t impractical for the rubber industry
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Yo attain self-suffaciency of the raw material an our own southern
areas and 1f 1% asn't impractical, why haven't they done 1% in
the United States?

A — It's certainly impracticsl for the reason that
while many vegetable products will produce or a carbon content
can be taken out with somewhat similar content as rubber Fou'll
recall Mr. Edison's experiment with goldenrod, so to speak., He
found 1t somewhat similar in that operation even i1n a large
guantity basis. It would cost us $2 or $3 a pound. Wé/igs
able to get enough within the amount of money spent on the thing
to carry on a reasonable experimendal work. In Mexaco and in
southern California and along the Tex»s border they produce a
sort of bush looking very much like cactus plants, which has
a much higher content of that carbon and we use that regularly
and have been for a great many years. We grimd 1t up and
braing that carbon content out by a flotation process but again
it has a rather high resident content. It can be used withoub
disturbing that resin, without goang through the cost of taking
1t out. We have deresinated 1t and made a few tires, but the
two processes, one of obtaining 1t in plastic form and the
demesinating process have been rery expensive, but i1t can be done
in large quantities. Bul the lo=mmmowx tree commonly known
as thebrasiliensis will not grow within the boundaraes of the
United States. But in the West Indies the Goodyear Tire and
Rubber Company now are producaing rubber in small quantities
in Costa Rica. If 1t's success continues as they now see 1t
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they propose to ineregse this acreage. In Pamama the same way. There
1s no predpudice against the Bentral Americas, certainly no
predjudice against South America. We know very defanitely what
we can do there with the production of rubber. We'd like to

do 1t., You must realize that when the American goes around

the world to do thaings, 1t 1t lacks for some stabilaty ain
governmment and our recent xpgrEmmixEm Mexican experiences
11llustrate that to a certain extent and some of those Central
American governments have been known as unstable even with the
Brazalian government of today, while the €entral ér federal
government in Rio, though they tell you to the contrary, we
hesitate to go into the interaor of Brazil with a rubber planiing
project because we don't know whose going to be the next
governor of the state in which this 1s located and what kind of

a chap he 1s, whether he'll take 1t away from us gradually or

all in one fell blow. I believe that ultimately and I believe
the efforts of our present govermment to bring about closer
relations with our South American brothers after a period of
years will bear a great deal of fruit in braingang about a
stability of government to the south of us and I would say that
with stabilaty of government would come a transfwr as fap as

your needs are concerned from the middle east to the area south
of the United Statesywe must have that stability before us before
Americans will take the financial rask. I doubt very much i1f our
own government can take enough more money from the few working

people left to do 1t themselves.
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Q — I gather from your discussion of the large buyers
asking for guaranteed prices that inventory 1s a serious problem
for the producer. Does this present scheme of control give them
more protection than they have had in the past as te their risk
involved in carrying inventory of rubber.

A — T think so, because first the production for any
year 1s determined upon sometime ahead of that quarter at a
meeting of the Internation Rubber Committee meeting in London.
Yes, and because Captain Heiss and Commander Shaffer have been
raising the deuce about the slow buying process for their
shops, they raised the quota 80 per cent for the first quarter;
that means that 1s immedistely known in the east and the rubber
control in Singapore under the local government/;zzuioupons
for the amount of rubber to each plent in relation to his part
of the basic quota and he 1s only permitted under the agreement
to carry at any time something like 25 per cent of the standard
assessment for a period of time so he cannot carry more than a
reasonably safe inventory. The quota indicates clearly to/&iﬁj

the donditaon of business and enables ham to sdjust his labor

supply ard other materials to that quota basis. The Malayans brang
Hindustan India

1n the egtoyxmx®xy from/xmimskxy and the coolie from China

under strict governmental supervision by the Indian government as
well as the Malsyan government and they are reluctant of course
to add to their labor foreces or of bringing the lator long
distances with the measure of responsibilaty that they would

have to take. Likewise, in the Netherlands Indies the Sumatran
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labor is drawn lergely from Java and under a strict governmental
control. So that they are reluctant — I mean the commttee is
reluctant as well as the planter They want to, but untal they
can see that that production may be maintained over a period
of time an order not to bring that labor in and within six months
¥ax of the quota reduced so that they have to dispose of that
labor mxddxm which means that broadly speaking they must return
that labor to the country of origan free of charge. They offer,
however, an incentive - I think in most areas and I'm quate sure
in the Duich area. The nataves come in there and spend a periocd
of enlistment, so to speak. They guarantee to stay for three
years and i1f they keep that enlistment period they have them
each given a garden of their own and the Dutch local government
agricultural stations help them with respect to establishing
that garden on a sourd basis and they become individuel planters.
In Sumatra and Java there are 700,000 natives who are indaivadual
planters on gardens/thundred acre plot — a variety of acre ge
but that 1s typical. I should say abtout half of the Netherlan-s
English production is in the hands of the natave. I'r not so sure
as to the percentage relationship in lalaya but it's somewhere
near that so that inventory zs a problem and that is one of the
things that regulation i1s designed to meet and a1t's supposed to
help us. Now the comsensus of opinion in our industry is that
we don't quite believe in governmental control or any form of
control of raw materials but 1t 1s waith us and we have to live
with 2t and we have to think 1t has one virtue and that is af
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the manufacturirg industry and the regulations committee find a
common ground for cooperating sincerely they can braing in a measure
of stebilaty of supply and stebility of price not too far from
a reasonable cost that will enable us to plan our business to
produce at the price the public can pay for and to carry on
research and become a competitor in other fields which we could
not do at hagher prices and that has been our recent experaience
up to the fairst of September. We have had a greater degree of
stability at a reasonable price for 18 months than ever before in
the hastory of the industry. Rubber has, 1 thank, been the wild
cat commodity of all times for a period of 10 years. The authority
for this i1s Kent of the Royal Ec: nomiec Society with their journal
states that

in London,a published article for a period of 10 years/in no
year diad rubber fluctuate less than 95 per cent between the hagh
and the low which i1s the top for 811l commodities. That is
the minimum. The meximum I!'d hate to tell you.

) == I'd lake to ask Mr. Viles before he closes to
say a few words about the difficulties that the rubber industry
may expect to encounter in meeting the requairements of the
armed services in case of war. Do you have trouble getting raw
rubber or labor troubles or will you have to expand” That i1s a
pretty big question at thas late hour.

A -~ I have taken all sorits of chances so far - why
not one more? First 1t would depend on whom we might have a
scrap wath. If we have no quabrel with the -“nglish and Duteh I
wouldn't look for any gre .t difficulty in supply of the crude

material. Assuming that to be the situztion with respect to labor
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not
and planmmed expansion, we could/anticipate s great deal of difficulty

in that respect because every day we are finding more mechanical
processesiat one time we used to think with respect to tires of
one worker to one tire per day and we now think of one worker to
8 tares or something of that sorte As to the capacity - well,
that 1s somewhat of a guess - 1t would constatute the capacity
of any plant or industrial - you'd get a thousand and one
answers to that. I would say that we are working today about 75
per cent of our capacity. We are consuming rubber and producing
goods an October at the highest rate that the industry ever obtained.
I still thaink that can be expanded and without a great deal of
expending except the addition perhaps of some equipment. But
I thaink that the tempo could be increased, the mechanicsl
ingenuity could be stretched a little more — 1t should in
a rubber plant. I wouldn't anticipate any serious labor
difficulties - they are alrcedy among the highest pa.d workers in
the country. I would think that owr military requirements could
be fully met. I thank 31t 1s the purpose of the industry that
without being prodded or being called upon to be patriotic
there 1s sufficiently we!l founded in the rules of government
and national welfare to bring about an answer o your needs
without even being asked. I don't antaipipate any difficulty.
Colonel Miles: That will be the last question from
the class. 4#re there any guests who wish to ask a question?
There seem to be no further questaons, Mr. Viles. We certainly

want to thank you for the patience and humor and all the good
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information you have gaiven us here thhs morning.
Mr. Viles. If you fand that you want any data augmenting
this little memorandum that you have, I'll be very glad to send

them along for your records.
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