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Paper presented by Shri D.S. Kulkarni on the
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Introduction;

The rubber industry in India which was. practically non existent
and economically insignificant until the last world war, has, vdLth-
-in the short span of a quarter of a century, come to occupy an
important position in the national economy of the counrty. The
industry made rapid strides during and after the war years and -
despite the many handicaps, technical and material, it was able to
meet the exacting and difficult standards for essentiil and strate-
gic rubber goods, and the tempo of development has continued all
throughout - thanks to the rapid expansion of the economy under
the impetus of five yer.r plans. Manufacturing almost every con-
-ceivable item from t he giant earth moving tyres to tiny balloons,
the industry is consuming today close to 100,000 tons of rubbers
giving direct employment to about 75,000 people- Witn an annual
turnover of about 120 crores, the manufacturing operations of the
industry are concentrated in some 750 units ra”lging from vast -
industrial complexes like the automabile tyres and tubes to one
man unit for moulded rubber products# This phenomenal progress of
the industry in India is a proud record of achievement of a dynamic
industry, and a tribute to the spirit of free enterprise operating
under democratic planning. Although there has been a grov?ing re-
-alisatxon of the vital importance of rubber as a strategic mater-
-ial in peace and wpr, and of the need for a balanced development
of the same, as not only desirable but essential, to the progress
and prosperity of the nation, the mounting cost of production in
the context of the rising spiral of prices of industrial raw -
materials to which rubber industry is no exception, the industry
of late has been working with considerable strain and its competi-
tive character in the international market is adversely affected
mcausing grave concern and anxiety both to the Industry and the
Government.

Prices reflect the cost of manufacture. Hence our analysis
should commence with the general comparison of prices and the
impact of changes in the prices ;of-major raw materials that con-
stitute the bulk of manufacturij:”~’costa- on the rubber manufacturing
industry in this country. | have for the purpose of this discussion

taleen the bacie raw material - the Riithbhar - NaAatiiral Cvnthetir and



processed fabrics to about 90% in the case of foam rubber. It
would however be necessary to decide before we proceed further, as
to what is the basic price of which the comperison is made while
evaluating the impact of prices on the manufacturing costa. For
this purpose, | propose to review the prices of raw rubber prevail-
ing in 1950 and compare them ivith those prevailing in 1965 i.e. a
period of fifteen years during which the industry has taken firm
roots in the economic soil of the country. This comparison shall
necessarily have to be made on the basis of the international price
for a similar product as also on the basis of the changes in the
indigenous price of the said product. This period of fiftten years
i5 again divided into three periods of five years each, 1950 to
1954, 1955 to 1959 and 1960 to 1964 for the safe of convenience.

Prices;

Given below in Table 1, are the prices for natural, synthetic
and reclaim rubbers in Indian and international market during the
period under review.

T A B L E 1

Prices of Indian & Imported Rubber in Rs.per kg,from

1950 to 1965

Year Natural Synthetic Heclaim

Indian Imported Indian Import ed Indian Imported

P.O.R. (C.I1.F. P.O.R. (C.1.P. P.O.R. (C.1.P.

Bombay including Bombay including Bombay including

duty) duty) duty)

1950 2.06 3.69 - 1.98 0.94
1954 3.10 2.28 - 2.39 - 1.10
1955 3.37 3.91 - 2.39 - 1.12
1959 3.48 3.64 - 2.50 - 1.19
1960 3.48 3.87 - 2.50 - 1.21
1964 3.60 2.84 4.05 2.90 1.55 1.47
1965 3.60 3.24 4.05 3.15 1.55 1.58

I must explain here that the prices given are for RMA-1l in
respect of natural rubber, Indian and imported and that for synthe
tic they are for the General wurpose synthetic rubber, though, |
know that Special purpose synthetic rubbers like the butyl, nitrile
the chloroprene type are also imported during this period as also
natural rubber in grades other than RMA-1. This is obviously done
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on the coat of the rubber industry, due consideration has been -
given to the weighted averages™of~j~lypes of rubbers proceased by
the industry. It is evident from the above figures that natural
rubber prices in the indigenous market have gone up from Rs.2.06
per kg. in 1950 to Rs. 3.60 per kg. in 1965 and that the imported
prices have declined from Re.3.69 per kg. in 1950 to Rs.3.24 per
kg. in 1965. Until about 1957 there was no import duty on rubber
and this was introduced inMay 1957 with an initial duty of 5/

The duty was stepped up to10% in March 1961, and 22% in April -
1963. Adding to this the regulatory importof 10% introduced in
February 1965, the present duty on rubber is 32%. Likewise a 30 p.
cesa per kg. payable by the manufacturer was introduced from April
1961, prior to which the cess was only 13 p. and this was incor-
porated in the maximum control rates fixed by the Government. The
prices shown in Table 1 include the cesa in force from time to time
as also the import duty inforce during the period reviewed.

It is also evident that the indigenoussynthetic rubber came
on the Indian scene by about the middle of 1963 with an introduct-
ory price™(rfl*.4.45 per kg. P.O.R. Bombay which is now reduced to
Rs. 4.05. The import.ed synthetic rubber price have comparatively
remained steady from about 1954, and the figure of Rs. 2.90 per Kg.
in 1964 includes a duty of 22% and for 1965, a duty of 32%. The
reclaim rubber prices havealso remained more or less steady in
the international market, and the 1964 price of Rs.1.47 per Kkg.
includes a duty of 22% and the 1965 figure a duty of 32%. As _
against this the Indian price of Rs. 1.55 is higher by 8 p. per Kkg.
in 1964 where as for 1965, the Indian price is cheaper by 3 p. per
kg.

Consumption Patterns;

The consumption figures for natural, synthetic and reclaim
rubber are given in Talbe I1I.

TABLE 1I1.
Consumption of Rubber In L”ng”"Tons

Period Year Natural Synthetic Reclaim Total
1 1950 17,735 1 - 17,736
1954 25,487 19 2,230 27,736

11 1955 27,543 106 2,502 30,151
1959 38,663 4,340 4, 451 47, 454

111 1960 45,215 6, 457 5,321 56,993
1964 60,076 14,062 9,006 83,144

Estimates;-1965 70,000 20,00010,000:



Yr.

1950
1954

1955
1959

1960
1964

1950
1954

1955
1959

1960
1964

Si'hile it is evident from the above figures that natural
rub'oer consumption has gone up by about 295 percent in the 15 year
period its percentage to the overall has dropped to 70~. */here as
synthetic and reclaim have increased their percentage to 1the overall
amost from a nil to 20 and 10 with a consumption figure of about
20,000 snd 10,000 tons respectively.

The above figures of consumption shall have to be given-
divided into Indian and imported in order to obtain their respective
contribution to the overall value, for, the prices of these materials
-have displayed wide variation in the Indian and international -
markets.

The figures of consumption of natural, synthetic and reclaim
with breakdown figures for Indian and Imported as also their -
respective value are given in the Table 111.

T A B L E 111

Consumption Of Rubber In Long Tons from -

-1S50 - 1964.
Natual Synthetic Reclaim
Indian Imported Total |Indian Imported Total Indian Imported Total
15,600 2,150 17,750 - 1 1 - ; -
21,500 4,000 25,500 _ 20 20 . - 2,230 2,230
22,500 5,000 27,500 - 100 100 - 2,500 2,500
23,400 15,300 . 38,700 - 4,400 4,400 - 4,450 4,450
24,800 20,500 45,300 - 6,500 6,500 - 5,330 5,330

42,700 17,300 60,000 ]g500 3,500 14,000 5,600 3,400 9,000

Value of Rubber Consumed in Rs.Lakhs Prom 1950-1964

321 79 400 : : m _ _
666 91 757 - 48 48 ] o5 o5
758 195 953 - 2.4 2.4 : 28 28
814 556 1,370 - 110 1110 ] 53 53
863 793 1,656 - 162 162 64 64
1,537 558 2,095 425 101 526 87 50 137

After obtaining the price variations in the period reviewed
and the pattern of consumption in respect of natural™i synthetic
and reclaim rubber, as also their respective value in terms of
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of changes in prices during the period under review ofi the rubber
manufacturing industry. It is evident from Table 111 that the
guantity of rubber coneiuncd has increased as also its value on the
basis of the increase in price™ but this does not by itself would
give us 8 clear picture of the impact on the production cost and
for that we shall h”ve to find out the unit polymer cost in the
~Niven period on the basis of the v;eighted average, v/hile working
out this weighted average due consideration is given to the grades
of natural, synthetic and rcclaim rubbers processed both from -
indigenous and imported sources as also the individual contribution
of each polymer in the total polymer cost. Table IV gives the
details of these figures.

TA L

Unit POlymer Oost Per Ton.

Cost per ton Total amount Index Increase
Year on the basis spent by the No, in %
of v/eighted Industry
average
1950 Rs. 2,250 4*0 crores 100
1960 Rs. 3,020 18,0 crores 134.1 34*1
1965 Rs. 3,270 33 crores 145 45
above

It is obvious from theyTable that polymer cost to the rubber
industry has increased by 34.1% between 1950 and 1960 and by 45%
between 1950 and 1965 i.e. at an average rate of 3% per year.
Although the prices of raw rubber have gone up by 46% during the
period under review these figures will again have to be related to
the broad sectors of the industry, for, the rubber content of the
individual product varies, and therefore the impact would also vary
in respect of different sections of the industry. While working
out the impacts we would also have to segregate the excise duties
which also vary from item to item before we can arrive ,at the ex-
factory figure of production value. Taking into consideration all
these factors the rubber industry as a whole has paid between 1960
and 1965 a little more than Rs. 3 crores on its PCrlyperj™c™on
by way of difference between the prices prevailing 452796~ If
this amount is related to the ex factory value of production which
is calculated at about Rs. 75 crores after deductiiig the excise
amount from the total turnover of the industry of about Rs. 120
crores (including excise duty) the net impact on the rubber - -
industry is arrived at 4.5%. This by itself may not appear to be



a heavily loaded impact, but when we take into consideration this
impact along with other irapf.cts like the increases in the costs of
other raw materials, depreciation, maintenance, capital costs,

coat of power, wages, excise duties and taxes, etc which are rising
almost from day to day, the total impact on the manufacturing cost
would reach a phenomenal level taking the industry to a saturation
point. Me must also concede that any increase in the manufacturing
cost BB a result of the increase in the prices of the cost con -
stituents v/ould inevitably reflect in the selling price of the
finished product which in turn would affect adversely the pricing
policy of other interest that consume the end product of the rubber
industry. In a country such as ours which is yet to develop to its
full stature in economic as well as other spheres, a heavy price
no doubt shall hewve to be paid for its development. Yet as far as
the rubber industry is concerned and particularly in the case of
raw rubbers we should see if there could be a plausible solution
for the mounting coat of higher prices as at present obtainable in

the industry*

With regard to the natural rubber industry, our average yield
per acre is hardly of tlje order of 500 Ibs. as against
about 1500 to 2000 Ibs. in a country like Malaya. | think the
plantation industry could certainly bring down its cost by in -
creasing its yield per acre by resorting to modern methods of
scientific techniques in rubber cultivation, and by pursuing a
vigorous policy in regard to new plantation with higher yielding
clonal materials. | am* sure if this is done the plantation in-
-dustry would be able to bring down its prices and pass on the

benefit to the manufacturing industry.

7ith regard to our synthetic rubber plant, | lesrn on
reliable authority that their butadiene cost even though based

on alcohol which is now considered an obsolete material compared.



to Petrochemical base, compares, favourably with the international
per centfige cost of Butadiene. However their Benzene which is
converted into Styrene and which is available from the Government
owned steel plants is still exhorbitently costly. Apart from

this the plant has hardly worked to itw full capacity and their
overheads of the 30,000 ton capacity is actually spread on a much
small output. The synthetic rubber complex has also a very low
capital structure as a result of viiich the quantum of interest as
W'ell as the quantum of depreciation account for a larger proportion
in tl%(\e/v ultimate cost. Apart from this their capacity is consider-
ably~compared to international capacities for synthetic rubber
plants, Therefore their prices are considerably high compared to the
iiiternational prices* The only solution I can think of is that
they should reach their full licensed capacity and possibly think
in terms of going into expansion plans for higher capacity for
which the present climate is so very favourable in view of the

acute shortage of natural rubber in the country to which could be

added the critical foreign exchange position.

There is hardly anything | could suggest about the reclaim
rubber industry, for, they seem to have acquitted themselves well
in meeting the requirements of the industry at prices which are

competitive.

All said and done, the rubber industry in this country can
look foiMward to years of progress and prosperity, SAfr.in the
context of the accelerated development of industrial economy of
the country# | am sure in this national endeavour the manufact-
urers of raw materials as well aa, ttioeejof.i'Inised products would
play an important role and see the country through in the fulfil-

ment of the targets durixig the Fourth Plan period.
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Introd-gctlon;

~he Inclian Zubber Goods M&nxifaoturing® Indua.tiy which has beau neiing
rapid strides for the past decade, as Is evident frou the fast
increasing consuaption of raw rubber, is being progressively
confronted with the problea of growing burden due to increase In the
prices o/ rubber X"XXXXXXXXX nade in the country, wliich calls for
innediate attention. This high incidence of rising prices of rubber
coupled v;ith increase in the prices of conpounding cheiiiicals, and
other factors such aa aigi” duties and taxes results in higher cost
of production of the end rubber products and thus adversely affects
the ooupetiti”e capacity of Indian rubber goods in foreign uarliets*
Trd.s is all the uore serious In the present situation wliich has been
often put bluntly as ~Sxport or Perish* , This increase has hit the
bigger nanufaolurers in their cost structure and has nearly bro>en

the backbone of ausJLlar unita wiio”™ oop”lty to bear such burden is

always Halted.,

Prices of Natural Rubber i

In the present paper 1 an going to deal with the iapact of increasing
prices of rubber on the compounding cost of a nediua siaed factory
liie Cline, mainly concerned with the aanufaoture of aoulded and

nechaniool rubber goods.

Before 1 do this i1t will be interesting ~nd worthwhile to note how
the prices of natural rubber hc.ve risen progressively during the past

12 yoars™ ft& illustrated in Table || attaohedj# p

Before the year .1952* there was no control on rubber and the price

of sacked sheet BiU. 1, delivered at ?ootory, was about Es-3-20 per .
With effect frou 26th October 1952, rubber prices were brought under
Governnent control sjid oaxlum and nInlaun.prloes of all”™ades were

fixed#



You will find froa the 1Zeile I, that-tiie_prioe-w®rper 2&

in 1952 RS43.30 per Zg* in 1955 e*d reaained at this level till
ifaroii, i96i. In April 136i Govermant uade adiustioents In th© price
by reducing the ?.0,3< prices but adding a cess duty, to be oollocted
froa the aaciui™coturers,. 1™owever, in doing so the qu&ntuc of the cess,
which 7/as 13 P&ise per Zg* » whan collected froc the planters till
this tinie was increased to 30 ?atse per when traosferred to the
nanufaoturers, As a result of this the price of HMA i grade be<jaae

Us,3*75 per which renalned aore or less constant upto the end of

1963.

In addition to tills, during tINis period, yet another unjust

was aade
iaposition™oy wty of differential payaeat by the uanufaoturers to
the Rubber Board, This was clearly a ~one way traffic* always

beneficial to the Rubber 2oard, as you are all aware*

At the end of 1963* prices of rubber were decontrolled by the
Governrient and only t]ie oinioua iw: floor prioea «fere fixed-for all
grades, This resulted In Increasing the price of IBA 1 grade*
between the ranee of as*3.70 and I1"s"3.80 per Xg# and i1t reuained
constant upto thQ end of 19", Troa January 1965* souehow the prices
started shooting up considerably and today"s quoted price of BVA i
grade is in the vicinity of :is/1,80 par 2g# 1 a price even aore

than the price of indigenously aade synthetic rubber S3R, Thus you
v/ill find , as sho\m in Table I, that the price incree”se is about
9% between 1952 and 164G and about 5™ between 1952 and the present

period,

-This sudden rise in the prices since January 1965 and onwards” aay
oe attributed to the suspension of granting of iapOrt licences by
the Govemaent and also inadequate supply position of Indigenous
rubber and not"flxing of the aaxiaua prices which was being done so

far.

Today*s requireaent of the rubber Industry is estinated at about 100
thousand tons with Natural-rubber accounting for about ?0 thousand

tons, synthetic 20 f.iiousand tons and reclaiia 10 thousand tons. As



45=f6 thousand tons, and synthetic about 16-17 thousaod tons. We
may be able to cover reclaim entirely fros the indigenous supply.
Thus we will find that Natural rubber, to the extent of 20 thousand
tons 9nd synthetic rubber to the extent of 3 thousand tons, mostly

of Special purpose and Butyl variety shall have to bo imported.

Compounding Cost ;

I will now deal with the subject, how these increased prices havo
affected the compounding cost, 1 feel that the general compotinding
pattern of a moulded rubber goods manufacturing concern can bo
broadly divided into throe categories of mix,

1) Pure Gum or unloaded mix

2) Medium loaded mix

3) Highly loaded mix

I have chosen three typical.ooonon-i<maulae, as lllustrated in Table
11 (attached), to represent the above throo categories, using
Natural rubber and Table 11l (attached) indicates three typical

fornulae using indigenous SBR Rubber,

I have also chosen the period botwoen 1952 when the rubber price

oane under Govarnoent control and August, 1963« This period is further
divided into 4 parts, as illustrated in Table IV{attached)« Also

while calculating the compounding cost | have kept the prico of

rubber as a variable factor and the prices of all the other
compounding ingredients are kept constant. More over the compounding
ingredients are chosen frou the range of chemicals indigenously
manufactured. In this table you will see how the compounding cost has
increased progressively, Rrom the table you will observe that the
cotipounding cost, between 1955-1960, has increased by 2,35 % over the
1952 cost. Between 196i-i964, there is an iInnediate increase of 6,32%
but of 9% when compared to 1952 cost. As the position stands to-day
you will observo that the conpounding cost has further increased by
108~ and when coupared to 1952 cost the increase calculates to 20.6% ,

In the case of Medium loaded nix, the corresponding immediate



ihoy arte in the order of 1*8, 6i,4 and I6wO* SiBllarlyfln the oaso

of*highly loaded dIx the corresponding Ffigures of lomedlAte increase

arg 1.8, and %2 and when coiapar”™ fa,galmt 1952 boit"Hhey~hfe
A ' L . om B e Vi
1,6, 6,4 and 14.1., . , - -
*1 ' f r j » mtil.".;Ver.UK
IVI“the cdse of the ooiapisriffoti Is toatfe price of the

IndigcTious SBR and the price at which Its Imported counter-port 1is
available today* It Is seen that In the case of an unloaded nix the
i.ji.t iois-

compounding cost is increased by 26”, in the nedlun loaded stock It

is increased by 20% and in the highly loaded stock the increase is

5% only.

In the case of fieolalaed Rubber the increase in the coapoundlng cost

is nogllgiblo as cotiporod to Noturol Rubber ahd SBR.

Conolusion!

wjrc’.;."—,—-. _MT 1,0, J /.- O r.i* wii, ;i cor.iyo.red to oost,

The inpact of the above burden ;tf conS|dered Individually nay not
7 ioitor oi -,8, 0.0. I-,;rly In \hi) ocso

a arentl awmxnr to be very hea but certainly when coupled with
PP = y —ltyn"\‘l'c:VXaKrﬁg flgur-iSf? cy"' Irul]lajlrv'p incrocso

other factors like the ever |ncrea5|ng wage structure of the i,hdustry
Jd\: .,5, :.6 -~n'l  ZiMn cjtipurcd tric.in3t oo "I"loy ram;

and the ov-er IncreaS|ng prices of the coopoundlng Ingredients has
u,'ton. 10

node it difficult for the industry to bear the Inpact, thereby

rvs”™iniiig in ki utlbtoo”onio”™aiia

ia™™ jirnou™™ S"jR :n{” tio ~iriro ct v."hicii iiy lia;]JOi"tod coantor-Mrvj 1;

*FH;

Ily ’y tp affect the progress of the industry* In addition to this
the present credit restriction inposed by the Reserve Bank coupled
ivithrdiviertlon at ivrid™ kotH iii

ri3SpssiVii3Nfor ih%" "opta™v\ to the

iqflationary tendenoy in tlio“cduntry,
[ \YA

In ny opinion® tKoi*of6re, nore”"utilisation oi*ijI™"thetid SBft ond
i~"A .11 TIUA* wbrvil  uruun Ix o(*n3liJorcd intUvi(l.naHy ;.iw i/ =

increasing the yield perac”e"of"natural ruBbeV *6y various nodern
r. 10"/ *t-r N b< V17T Jie- but oort...iniy w)\:m cou:jicd \liih

tdchnfques arall&bl<”® to-day, " "would hJIM™ td "e's8e the"”~esrent"critical

rﬁIJanﬂmliﬁthF>E&Mcunbukcp'iic) oW 3te-20a™M IPAKAN MUV awMionts  hr.s
1
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TYPIO/.L CCi-rXH PORI/rjIAS UdiiD 11l OCIHIAIICAL & i vUL33D RUBL3S aCCDS VCTH

2Y VV3IGHT 11 ZILCGEAL" A
Unlos-dad L"ix Medluc IxjQded Mix Hig;lily Loaded LIIx

3»1300 100*00 100.00 50,00

80.00

Gteexio Aoid 2.50 2,00 2.00

Sino C::ic.o t.oo 5.00 7i.00

Philclc.oi L 20,00 80.00
Philblc-o!: C 20.00
Chinr- Clcy .30.00

Resin 10.00
7/cx 1.50

ProoQos Cil 10.00 25.00

Antl-~03cidant 1,50 1.50 1.75

Aoosloré&tors 1*35 2.05 1.20

3ulphur 2.00 2.50 2.00

197i.55 255.95
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lapaot of prices of ITetural Rubber, SSH & Reolalned
Ztubber on peolifinloeJ end noulded rubber goods.

by

Dr, Z. Llodalij
Ph.D

Introdaotlon;

IThe Indian Rubber Goods uaaufaoturing. Industry which has been ue”™ng
rapid strides for the past decade, as is evident iron the fast
increasins cotisunptlon of raw/ rubber, is being progressively
confronted with the problen of growing burden due to increase In the
prices of rubber x*xxx3cxxxxx nade in the country, wlilch calls for
ionediate attention. 7his hlch Incidence of rising prices of rubber
coupled with increase in the prices of oonpounding chemicals, and
other factors such as high duties and taxes results in higher cost
of production of the end rubber products oxxd thus adversely affects
the oonpetitl®™ve capacity of Indian rubber goods in foreign

2his is all the core serious iIn the present situation which has been
often put bluntly as *3xpcrt or Perish* , This increase has hit the
bigger aanufacturers in their cost structure and has nearly broj:en

the baclcbone of Siiiailer uniiis. whose capacity to bear sucli burden is

always United*

Prloos of Natural Rubber ;

the present paper | an going to deal with the iiijpaot of increasing;
prices of rubber on the corapounding cost of a nediua sised factory
lilie uine, aainly concerned with the uanufaoture of uoulded and

aechaniofil rubber goods.

Before 1 do this it will be iInteresting and worthivhlle to note how
the prices of natural rubber have risen progressively during the past

12 yoara”™ as illustrated in Table H attached),

Before the year 1952, there was no control on rubber and the price

of saolied sheet BJA i, delivered at Factory, Was about Rs-*2«20 per 2g.
With effect froa 28th October 1952, rubber prices ;vere brought under
Govemoant control and paxioun and niniaun,prices of all _grades were

Fixed«



in 1952, Es*3#30 per Illg In 1955 eYd reaained et this level till
L*laoii® 1961, In April 1961 Qovensiieat uade ed;}iistaeBis In the price
by reducing the prices but ending a oeas duty, to be collected
fron the oaauffioturers,. liowever, In doing so the quantum of the o”'ss,
which was 13 P&lse per 2g* > \&reu collected froa the planters till
this tlae was Increased to 30 Palse per 2s*, when tr&osferred to the
Eisnufé&cturers, As a result of this the price of UMA 1 grade becaae

Ss,3#7S per wliioh reasJ-ned aore or less constant upto the end of

1963,

In addition to tills, during this period, yet another unjust

V/as aade
luposltloo™by wzy of differential payaeat by the nanufacturers to
the Rubber Bcord* This was clearly a "one way traffic™ always

beneficial to the R-"bber Boards as you axe all aware,

W
At the end of 19731 prices of rubber were decontrolled by the

Governaent and only the alnloua or floor prioea-«er» £Ixed_£for aJ-L
grades« ?hls resulted In Increasing the price of EUA 1 grode®
betv/e;n the.range of S.s.3,70 and 1jI1s.3.80 per Xg-. and it rec™alned
constant upto the e;dgof 1>S4, Pron January 1965j soaehow the prices
started shooting up considerably and today«s quoted price of HHIA 1
grade is in the vicinity of per 2g; , a price even nore
than the price of indigenously aade synthezzc rubber SBE. Thus you
t7ill find , as shown In Table I, that the price iIncrease is about

» 1

»
19% betv/een 1952 c+d 196Jj and about 50% between 1952 and the present

period,

t
This sudden rise in the prices since January 1965 and onv/arda™ uay

[
bo attributed to the suspension of granting of laport licences by
the Govemnent and also i1nadequate supply position of indigenous

I

rubber and notrfi~clng of the aaxluun prices which was being done so

far,

Today”s requlreaent of the rubber Industry is estlnated at about 100
thousand tons with Uatural-xubber aoocountlng for about 70 thousand
tonST synthetic 20 thousand tons and reclaim 10 thousand tons. As

against this-.tha local natural rubber produced nay rdaoh.MIcut



thouaaiid tons, and synthetic about 16-17 thousand tons. 'Hb
may be able %% cover reclaim entirely froa the indigenous supply*
Thus we will find that Natural rubber, to the extent of 20 thousand
tons ?nd synthetic rubber to the extent of 3 thousand tons, mostly

of Special purpose and Butyl variety shall have to bo Imported,

Compounding Cost

I will now deal with the sub;Jeot, how these Increased prices have
affected the oocipoundlng cost, 1 feel that the general compounding
pattern of a moulded rubber goods manufacturing concern can bo
broadly divided Into three categories of mix*

1) Pure Gum or unloaded mix

2) Medium loaded mix

3) Highly loaded mix

I have choson three typical ,oolaiaca*fortaulaer ~ i1llustrated in Table
Il (attached)l to represent tho above three categories, using
Natural rubber and Table 111 (attached) indicates three typical

formulae using indigenous SBR Rubber.

I have also chosen tho period between 1952 when the rubber price

came imder Govamnent control and August, 1965* This period is further
divided into 4 ports, as Illlustrated in Table XV(attaohed), Also
while calculating the compounding cost | have kept the prico of
rubber as a variable factor and the prices of all the other
compounding ingredients aro kept constant* More over the compounding
ingredients are chosen fron tho range of ohemioals indigenously
nanufaotured. In this table you will see how the oompounding cost has
increased progressively. Proa the table you will observe that the
compounding cost, between 1955-1960, has increased by 2.35 % over the
1952 cost. Between 1961-196”, there is an Immediate increase of 6,327&
but of %6 when compared to 1952 cost. As the position stands to-day
you will observe that the coapoundlng cost has further increased by
108% ond when ooupared to 1952 cost the Increase calculates to 20,6% ,

In the case of Medium loaded.mix:, the corresponding immediate
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they are In the order of 1.8, 6, and 16.0. Similarly In the case
of highly loaded nix the corresponding Tfigxiree of Inunediate Increase
are 1.8, 4.6 and 7,.2 and whon coapored against 1952 cost they are

1*8, 6.4 and 14.1.

In the case of SBR, the couparison is made between the price of the
indigenous SBR and the price at which its imported counter-part is
available today. It is seen that in the case of on unloaded laix the
compounding cost is increased by 26", in the nediua loaded stock It
is increased by 20% and in the highly loaded stock the increase is

5% only. N

In the case of Recloined Rubber the increcjse in the compounding cost

is negligible as comparod to Natural Rubber and SBR.

Conclusion!

The impact of the above burden if oonsidered individually nay not
apparently appear to be very heavy, but certainly wl”~n coupled with
other factors like the ever increoslng wage structure of the industry
and the ever increasing prices of the compounding ingredients has
node it difficult for the industry to bear the impact, thereby

resulting in on unocononio and high cost of production*

In view of the present critical Foreign Exchange position in the

country, the Import of essential row materials, so very badly needed

*

by the Industry, has been drastically curtailed and as a result it is
likely to affect the progress of the industry. In addition to this
the present credit restriction imposed by the Reserve Bank coupled
ivith diversion of funds for the import of food-grains etc. hove been
responsible for the upword trend in the price level, adding to the

inflationary tendency in the country.

In my opinion, therefore, more utllisotion of Synthetic SBR ond

increasing the yield per acre of natural rubber by various modern

techniques available to-day, would help to ease the present critical

situation in due course of tine. The Inmodiote solution would be to
reintroduce the aaxlnun control rates on natural rubber.



I
IIDIGLIAR 1IK?U:.i.L Gi*B - L'GZB SH33? HIA .

Poriod Cost ::or Ig, N Inoreaso % inore-se
(dellverGd ct ?aotory) (Imadlato’)  (over 1952 prioe )

1952 AS.3.20 m w
1955

to 1s.3.50 12.5 12.5
190D

1361

to Rs.3.76 "i4 17.5
1903

i>oN B.S,3.50 1.0 A 19.00

1255 (/.uguot) 2uS,”\*60 25,30 50,00



?77?i0"N-L ac:::aii "J3x in i:3a:.:*niOAL aid i./0un}3ID rjz-zxt socds 2 ?z

PAZTG ZY , In ulcczjii
L'atorlc,! U-loc.c;oc i;ll:: lylaciun Locked l/iix Highly Loaded I'lix
Snolied ohoot (?i:i-i) 100.00 100.00 100. DO
Gtaario i.old .00 3.00 1.00
Uir-0 C*ricQ 5.DD 5. 00 3.00
Itiirclcioj: A - 15.00 75.00
C - 15,00

O'sA-z Clc>y - - 150.00
Pcrc.ffin :/cj: N [ ] - 0.30
rrcoo;:;c; oil - - 5 .50
l.rlcl*o;~:ic::vnt 1*00 1,00 0,75
Icoolcrc.ior£3 0i50 I.fcs 1.10
3ul;3hur 3.50 2.25 3.50

115.00 INi2 .70 37Ma.l5
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