CHAPTER-4

DEMAND FOR NATURAL RUBBER

4.1. Introduction

In India, the demand for NR is mainly derived from the domestic
rubber goods manufacturers for their basic raw material. But in other rubber
producing countries ofthe world, demand for NR is mostly taking place for the
purpose of export. Demand for NR has impact on the rubber market in varying
proportions by its changes from time to time and the consequent fluctuations in
the price level. Therefore, this chapter is incorporated with a view to analyse
the demand for natural rubber in India during pre and post-liberalisation
periods. Demand for Synthetic Rubber (SR) and Reclaimed Rubber (RR)
which can exert influence on the natural rubber consumption is also included in

this chapter, together with world demand for natural and synthetic rubber.
4.2. World Demand for NR

An analysis of the global demand for NR is required to evaluate
the demand for NR in the Indian rubber market. The USA is the largest

consumer of NR in the world followed by Japan, China, India, Korea,



Malaysia, Germany and France. The consumption of NR has increased from
3368000 tons in 1975 to 6700000 tons in 1999. The world consumption of NR
from 1975 to 1999 is presented in table 4.1. From the table it can be noticed
that the annual growth rate varies from 2.88% in 1991 to 5.85% inl997.

Though the consumption during 1997 and 1998 has increased, the annual

growth rate shows a decreasing trend.

Table;4.1>Worl<| Coosumption of Natund Rubber (in Thousand Tons)
Connery  j1975 1980 19«5 198S 1989 1990 1991 1993 1993 1994 1995 1996 1997 1998 1999

USA 666 585 764 858 867 808 W6 910 967 1002 1004 1002 1044 1157 1093
/apon 2H5 427 540 623 657 677 690 631 640 692 715 713 707 734
China * 225 340 415 660 650 600 610 640 650 720 780 810 910 839 852
India 129 171 233 311 333 358 375 405 444 473 517 558 57i S80 619
KcreaRep* NA NA 155 235 232 255 264 276 271 290 300 300 302 282 331
Malaysia 31 45 69 103 122 184 216 249 269 292 327 357 327 334 344
Germai” 197 180 202 204 221 209 211 213 175 186 212 193 212 248 224
France 156 m 156 181 m 179 183 179 169 m 176 182 192 223 253
Brazil 59 8l 98 125 124 124 123 123 132 145 155 155 160 168 170
UK* 171 131 126 140 133 136 119 125 119 135 118 111 119 142 131
Italy 118 132 127 140 143 130 120 li5 108 100 102 100 117 146 13#4
Taiwan ¢ NA NA 8 ISO 100 105 120 IS 109 105 103 96 106 103 111
CLs. NA NA 210 100 140 150 8 28 36 12 13 16 9 6 n
TOTAL ** 3368 3760 4430 SIOO 5190 5210 5060 5320 5430 5680 5990 6150 6510 6610 6700
growth Rate (in %) 0.39 -29 514 Z07 4.6 546 X67 58 154 136

°K

NA’Not Available

* Esiimaied

**Including allowancesfor officially reportedstatistics and those coijntries not reported separately
*** Conyyuted

Soun:e-/RSG. (2000 bj.pp.9-10

Figure 4.1 exhibits the world consumption of NR more clearly. The
diagram discloses that 28% of the global consumption of NR took place in the
USA followed by 16% in Japan, 12% in China, 10% in India and 7% in Korea
in 1999.

In the major rubber consuming countries NR is mainly used for the
production of tyre and allied products. When the USA consumes 75% of NR

for tyre production, Japan, Germany, ltaly and England utilise 87%, 68%,81%,



ami 84% ivspL’cii\cl\ tor tl)c production of tvrc hihl allied goods . VV\-rld pt-r
c;ipii.< L'oiisutiiplio}\ ol'rublx'r had increased from 1.46 kg. m to 2.86kg.in
1907. but it decreased to 2.79 kg. in 1998, IVr capita consunipiion of rubber is
the highest in ,lap;m (14.42 ka.) followed by the VSA f12.98 k” ). ( anada
(12.74 kg.). Kranee i'li.46) and (iermany (9.47). In India per eapiia
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their domestic production of natural rubbe® When Thailand and Indonesia
export more than 90% of their production, Malaysia exports more than 60%. It
indicates that major NR producing countries concentrate their attention in the
export marketing, instead of internal consumption. It is again noticed that in
Malaysia, Indonesia and Thailand, latex based rubber industries are prominent
rather than dry rubber based industries.

4.3. Demand for Rubber in India

In India, the total demand for rubber includes demand for NR, SR and
RR. Natural rubber is the vital segment constituting 72% of the total demand
for rubber, followed by SR and RR having the shares of 19% and 9%
respectively. This proportion seems to be relatively stable from year to year.
4.3.1.Demand for NR

The demand for NR is derived from three needs such as consumption,
export and stock. Consumption by the rubber manufacturing sector constitutes
the major demand for NR in India. Indian rubber manufacturing sector
consists of 32 well organised auto-tyre factories, 250 medium scale units and
5500 small and tiny rubber manufacturing units. These units together produce
about 30000 individual rubber products in India®. Demand for NR emerged
from the need for export is negligible as the export marketing of NR is not
developed in the country. Small quantity of rubber was exported in the early

1950s, again in 1974 to 1977 and from 1991-92 to 1999-2000.

Stock of rubber is not a final consumption category but only retains it
for a short period of time before its consumption or export. Stock of rubber

depends on production fluctuation, government policy and stock policy of

manufacturers.

* IRSG(20(K) b)

' Faiel(2(X)),p.9



4.3.1.1. Special Features of Indian Rubber Consuming Sector.
In order to study the peculiarities of NRdemand, it is necessary to
study the features of rubber consuming sector inlIndia. Following are the

salient features of rubber consuming sector in bidia.

4.3.1.1.1. Structural Peculiarity of the Rubber Consuming Sector,

Rubber goods manufacturing sector in India evolved as a
supplementary industry to provide requirements of the automobile industry of
the country. Therefore, the rise and growth of rubber manufacturing sector
depends on the fortunes of automobile industry. Table 4.2 shows the number
ofregistered motor vehicles and NR consumption and the growth rate of both
from 1975-76 to 1999-2000, to understand the relationship between the

automobile industry and rubber manufacturing sectors.

Table:4.2:-Number of Registered Motor Vehicles and NR Consumption
Y«ar  No.of V(ifcle  Growth Rat»*  Qty <InTons) Growth Rit* *

% %
1975-76 ~ 270000 9.22 125692 521
1980"1 5391000 99.66 173630 38.13
198586 10577000 96.19 37440 36.75
199091 21374000 102.07 364310 5343
199596 | 33783000 58.05 525465 44.23
1999-2000( 48001000 42 628110 1953

Souroe-Rubber Board,(2000) p.33, p.56 *Computed

It can be seen from the table that NR consumption and production of
motor vehicles have made impressive growth rates from 1980-81 to 1995-96.
In 1999-2000 their growth rates have diminished. It denotes the fact that NR
consumption has increased whenever the automobile industry reached new
heights in its progress and development. It can again be noted that correlation

between motor vehicle production and NR consumption is 0.9947 which is



very high. It is statistically significant too. It proves the dependence of NR
sector on the automobile industry for its progress.
4.3.1.1.2.Well Developed Domestic Rubber Consuming Sector.

Indian rubber consuming sector is large and wide so as to absorb the
whole internal production of NR. It has the capacity to consume 100% of the
domestic production of natural rubber while Thailand, Indonesia and Malaysia
consume only 8.4%, 5.66% and 37.7% respectively.

Table 4.3 shows the production and consumption of NR in India from
1955-56 to 1999-2000 to see that the internal production of NR is completely

consumed by the Indian rubber manufacturers themselves.

Table:4.3:-Production and Consumption of NR in India

Ytmr ProductioD (in tom)  Coosoinptioo (in tons)  CoofttinptioD as a |
percentage to
Priuction {*fs) **

1955-56 n 23730 25445 119.86
m 1966-61 25697 48148 187.37
1965-M 50530 63765 126.19
i970-71 ' 92171 87237 94.65
“ 1975-76 137750 125692 91.25
1980-81” 153100 173630 11341
1985-86 200465 237440 118.44
199791 329615 364310 110.53
506910 525465 103.66
1998-99 605045 591545 97.77
1999-2Wx)* 1 622265 628110 100.94
Source-Rubber Board (}999)PP12, 13,S2,i3, *-Rvbber Board(2000)
PP.12,i132. U
*e- Coinputei!

From the table, it can be seen that the internal rubber manufacturers
consume more than the natural rubber domestically produced, except a few
years. In 1970-71, 1975-76 and 1998-99 consumption did not reach 100% of

its internal production.



4.3.1.1.3,Geograpbical Decentralisation of NR Consumption.
When the production of NR is highly concentrated in Kerala, its
consumption is widely distributed all over the country. Table 4.4 shows the

state- wise consumption of NR in India.

rable;4.4;-Staie-udse Consumpticxi ofNR in India.(Ccaisump(ion intons)
Sut<s WO-71 198041 T 192091 19979 1999<2000

. StoCo#t  €(m»  %0Cos Cofwu HoCoosv CIRJ HloCoos QOOM S toon
pAun .wifiaod umjdao  uigbeo npGa nption mpnoa unpuoco

Axdhra (“«deh NA NA 2223t 128 8907 ; 244 22664 3% 1979 314
Bibv NA NAA NA : NA NA i NA 1307 023 13% 02
oau 19%6 224 631 363 15613 429 17465 305 1896 301
Goo&Dsxnan NA NA 72409 1 U9 6214 171 23101 404 234691 374

12 U3 304 1Ji 6iS9 189 30757 533 32429 515
i-ia0ana 475 N 5137 14974 863 A22° 624  AUFL 6 3%678 1 6.32
Karretfljui 6l ~'073 5770  3J3  1697% 466 26048~ 436 29736 473
Kon 6739 773 1923 1112 55365 152 542 © 86849 1 13.93
Medhtys 'wiesh NA . NA NA NA 4120 113 21789 381 26677 428
MdvnAtn 0 19696 i 22JS 33119 1902 49 129 54832  9J9 65644 1093
OriM NA « NA NA NA NA NA 18859 i3 23496 374
Pondicherry NA NA NA NA NA NA 2544 04 225 Q%
Punjab 277 N 2.«"™ 12 762 46158 1267 78250 1368  7924TM 1262
IUjasthxn NA A pa 54%2 316 17936 492 30929 541 37534 598
Tanl Nadu 1748 12013 17050 9J3 21213 58 37129 649 31989 51
Un«IV»deah 1160 ~ ijs"™ 2237S 1301 46795 1784 63i33  1i.06 61707 9.82
WestBen? 30958 : P52 27414 1579 4292 1162 3BBL 681 42952 684
CHoen 3 * 066 7l 04 583 161 189 019 13R 02
Taul *7237 100 173630 100 364310 too 571820 100 628110 100

source-Riibber Boerd,()999). pp.37J8,39
*Rubber Board.(2000),p 39.)
e computed

From the table it can be noted that all the major states in India have
rubber based industries. Maharashtra, Punjab, U.P., West Bengal, Gujarat,
Haryana and Kerala are the major rubber consuming states in India. Figure 4.2
shows the above mentioned facts more clearly. From the figure, it can be

noticed that 13.83% of total NR consumption took place in Kerala followed by

Punjab (12.62%), Maharashtra (10.93%) and U.P. (9.82%) in 1999-2000"

AThou” Kerala has near mon(”x>)y in the production of NR, its average consumption comes only 12%
during period from 1970-71 to 1999-2000. Consumption of NR in the state took place in an
ij:KTeased quantity only from 1990-91 onNwards. Presently, Punjab and Maharashtra are the other
states whicii consume NR equal to or greater than the consumption in KeraJa.



Figure:4.2;St~e-wlse Consumption of NR 1999-2000
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4.3.1.1.4.PhMem of Domestic (‘(MisiitiiplioH

Kiihlvr products aic hioa™lly divuicd iiiU) groups vi/., pnwluci® of
Uucx based industries and products of dr\- rubber based industries ‘'l'yre<.
nibcs. haiicr>" boxes, bells and hoses are the products of dr)' rubber based
industries whereas lalex foam and dipped i::oods are examples of products of
Uile\ bused industries. In India, drv rubber based industries dominaied mer the
latex based indubtrie> bv eonsiiuiling “*0% and 10%, respeelively (d the h*lal
jubber paxinets. hi the dr> mbber Kiseii industries itself, of tlie NR
consumption is related to t\re and ivre related products'’, ialile 4.5 shows

produci-wise consumption of NR in hulia since JV“5-76.
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Table;4.S:""Product’ wise Consumption of NR

Product! 1975-7< 1980<8I1 198546 1990-$1 i'995-96 1999-2000
Actual %  Actual % Actual % Actual Actual %  Actual op |
1
Aulotyrcs  62))  49.42 87295 50.28 114031 48.02 161578 44.4 245654 46.8 27196 46.2
Alubis
Cycletyre»& 1597~ 1271 20664 119 29915 126 50180 138 66358 12.6 81654 13
Mtm

Camelbuck  354S 1 441 91301 5~ 15047 6.33 25~ 6.98 32316 6.15 37601 6

Footwears 123*7  9.86 17800 10.25 24194 10.18 37574 103 52003 9.9 68013 10.8

Bdts& Hoses 8943  '7.12 11812 6.8 13870 6.68 25583 7.02 35838 6.83 38089 6.06

Litexfoiiin 1 2033 | 162 5753 331 11396 4.8 19598 5.38 28633 545 31762 5.05

Cables & 590 0.47 779 045 1004 043 1252 0J5 1494 0.28 1684 0.26
wires

Battery 280 022 f 485 028 8~ 037 1265 035 ni4 034 1862 03
L.
tapped goods | 3478 ' 276 4945 Z85 9050 3.82 15578 4.28 24947 4.is 29898 4.75

Others 14342 *M1.41 14967 8.62 1iS043 6.77 26262 721 36438 6.93 47351 7.56

Total 125692 ? too 173630 100 237440 100 364310 100 525465 too 628110 100

I
Sotff-ce-Rubber B<*ard.(2000),pp.57°S9

From the table it can be noted tliat product wise consumption ofNR is
more or less stable during the period 1975-76 to 1999-2000. But there is an
increase in the consumption of NR for latex based rubber products. It has

increased from 4.36% in 1975-76 to 9.8% in 1999-200.

Figure 4.3 is the diagrammatic representation of product-wise
consumption of NR in India during 1999-2000. It can be seen from the figure
that auto tyres and tubes consume 46% of the total NR consumption, followed

by footwears 13%, cycle tyres and tubes 11% and camel back 5%.

Cycle tyres and tubes

Belts and hoses

Footwear
Tread rubber

Batter boxes
Cables and wires

Other miscellaneous products.

Qo Q0 o ®
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4.3,1.1.5.C'(nn|)osition of Indian Rubber Consuming Scctor.

Indian rabhcr consuming scclur is composed ol sm<ill and liny rubl'cr
gjKuK  manutacturcrs, medium sciik- maniitHCliircrs and large scalc
manulncturcrs including large t>re ct»t"}panics . lable 4 6 siiuus tho profdc of
rubber manufacturing sccior in India. 1 rom the tabic il can be observed that
total number of manufaciurcrs have increased Irom 12S1 in 1970-7! to 5303 in
1999-2000. Small scale manufacturers arc large in number and eonslilute aboui
85% v)f the tola! number i» rubbei guuds manulaetureib in India. Hut they

».on>unie only 12% ol the total quaiitity nfrubber lonsumplion in the toun(r>.

For till' >Nudy, m'.tli'itn and tHriic scafc rn«nufaciurors are Chtltr;j*>ri:>ed on Jhe Hisiv ,.i
t/'cif \(” u»j)siiniption as foHo*v>

4. MunutVulnrod" 'viio n)r'irrji. *nH ir.pli» 'O um' :irc »rt*>*u?d as
b VR r-iijsiiriifrlon of & 'l«) nrri(c.iU®!  uicJjudn Msik*and
c. <eMfiiimpiiiin ofNR ab«*vc 201 uim” »ir-ustisidcf*-«f fx largt*iniirmDK-"'uitrP’



Tabte:4.6:-Composition of Indian Rubber Consuming Sector on the Basis
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The inner and outer circles of the above figure represents groups of
manufacturers and quantity of NR consumption respectively. It can be seen
from the above figure that when 2% of the rubber goods manufacturers
consume 68% of the NR consumption, 81% manufacturers consume only 12%
in 1999-2000. Another 17% consume 20% of the total rubber consumption in
the country in the same year.

These manufacturers are playing a decisive role on the demand side of
the Indian Rubber Market. The large scale manufacturers of 2% are very
powerful group in the Indian Rubber Economy. They are in a strategic
position by using 68% to 76% ofthe total rubber consumption in the country.
These manufacturers are mainly the operators of the tyre companies. They are
well organised, financially sound and politically influential. National and
international developments in their respective field of marketing, production,
finance etc., will be at their desk top through their R&D wing, so that they can
change strategies in accordance with the varying situations.

The large manufacturers also resorting to different methods such as
temporary withdrawal from the market, import of rubber even at a greater
price, reduction of stock period etc. to control the Market in their favour.

The demand side of the Indian rubber market is more powerful than the
supply side. Fhe supply side consists of 986489 small and marginal
cultivators. They are unorganised and cannot regulate supply in accordance
with the demand. They produce about 88% of the total production of NR in
India. The estate sector produces only 12% and cannot exert any influence on
the supply side even though they are organized.

Thus it can be stated that the demand side is more powerful than the
supply side of the Indian rubber market and it is a buyers market (Refer third

hypothesis p.I1"" ).



4.3.1.1.6.R"io of NR and SR

Indian rubber manufacturing sector highly depends upon the plantation
sector for its inputs and has established a close link between the two sectors.
Synthetic rubber is also used as raw material by the manufacturers under
technical and economic considerations®.

In India the ratio of NR to SR stands at 79:21 when the global standard
is 40:60. Fable 4.7 gives the consumption of NR and SR in India for the

period 1960-61 to 1999-2000.
___ T«ble;4.7;-Consumption of Syntfietic and Natural Rubber

| vear T Coosuroption in tons Ratio ofSR&NR*
m SR Total
t" 19761 48148 7397 55545 87:13
r 1970-7V 87237 33160 120397 72:28
I 198081 173630 47050 220680 79:21
[ T9791 3643\0 104735 469045 78:22
m"995-96 525465 134085 659550 80:20
A 1997-98 571820 160915 732735 78:22
199&-99 591545 1 156395 747940 79:21
19W-2000 628110 167220 795330 79:21
ArceTRubber B o ”72dSoJ. PP.32 ,7
- Computed

From the lable it can be seen that the ratio of NR to SR is more or less
stable since 1960-61. It can be noted that the use of SR has increased from
7397 tons in 1960-61 to 167220 tons in 1999-2000, Figure 4.5 shows the
consumption of synthetic and natural rubber in India. From the figure it can be
noted that consumption of NR i“always greater than the consumption of SR in
India. But it can be observed that when the consumption of NR records 12 fold

increase, SR records 22 fold increase in its consumption.

letaib> given in cha;xer'3 p.68
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4.3.2, ConNuniption of NK in the I*rt-Libi*ralisation Period.
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were cropped up in different parts of the country. ITien the domestic
production of NR began to be consumed entirely by the Indian rubber
manufacturers.

4.3.2.1.Consumption of NR During 1950s and 1960s.

During 1950s and 1960s NR consumption in India registered an
impressive growth rate as a result of five big tyre companies coming into
prominence™. It was a notable development in the rubber manufacturing sector
during the period. Table 4.8 shows the consumption of NR and its annual

growth rate during 1950s and 1960s.

Table:4.8:-Consumption of NR
during SCs and 60s

Year Actual(in Toosj  Anaual
Growth Rate
V)
1955-56 28445 .
1956157 29998 5.46
1957-58 33074 10.25
1958-59 35767 8.14
11959-60 40491 13.21
1960-61 48148 18.91
1961-62 48410 0.54
1962-6'3 53553 10.62
1963-64 61155 14.19
1964-65 61057 -0.16
1965-66 63765 4.44
1966-67 68655 7.72
1967-68 74518 8.49
1968-69 85515 16.23
1969-70 86213 -0.46

Aurce-Rubber Board.(2000jp il

From the table, it can be seen that the country attained an
average growth rate of 8.4%during 1950s and 1960s. The high annual
growth rate of 18.91% occurred in 1960-61 followed by 16.23%, 13.21%,
10.62% and 10.25% in 1968-69,1959-60, 1962-63 and 1957-58 respectively.

|.Ceai Ltd with a capacity of 11.8 laldis units per annum In 1938 in Maharashtra, 2. Tyre
Cofporation ol'India Ltd. with a capacity of 10250 units per month in 1960 in Andhra Pr~esh, 3.



1964-65 and 1969-70 showed negative growth rates. Figure 4,6 reveals the
growth of NR consumption during 1955-56 to 1969-70. The figure shows the

steady growth of NR consumption during )950s and 1960s except during
1961-62, 1964-65 and 1969-70.

Kigure:4.6:-NR Consumption -50s and 60s
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4.3.2.2. Consumption of NR during 1970s and 1980s

Acute power crisis during 1970s affected the industrial progress of the
country adversely. Rubber industry was also not free from the crisis. Most of
the rubber manufacturing units, including large scale units either stopped or
curtailed production resulting low consumption and culminated the situation of
excess of production over consumption. Thus the 1970s witnessed surplus of
NR in the Indian rubber market.

But during 1980s the picture changed drastically to the effect of

increased NR consumption. Commencement of production by eleven tyre

Good Year India Ltd in Haryana with a capacity of 3600 units per day in 1961,4. MRF Ltd. in 1962
In TamilN~du and 5. Metro tyres Lid. in in Punjanb.



companies during 1970s and 1980s helped the rubber manufacturing sector to
wake up from the slumber of low consumption®™. It was a landmark in the
history of Indian rubber manufacturing sector.

Table 4.9 shows consumption ofNR during 1970s and 1980s and its

annual growth rale

Table:4.9:-Consumption of

Year ° ConsumptioOD Aooual Growth

1 lute (V)
1970-71 87237 1.19
J971-7rA 964S4 10.57
1972-73 1078 7.85
1973-74 130302 25.25
197i-75 1326C4 1.77
1975-76 125692 -5.21
1976-77 137623 9.49
1977-78 144967 5.34
1978-79 164524 13.49
1979-80 165245 0.44
19781 173630 5.07
1981<82 188420 8.52
1982-83 195545 3,78
1983-84 209480 7.13
1984-85 ~ 217510 3.83
1985-~ 237440 9.16
198<5-87 157305 8.37
198%388 287480 11.73
19k8-89 313to0 9.17
1989-90 341M 8.93

Soufve"RybberBoQrd,(1999). PP.32-S3

It can be seen from the table that consumption of NR has increased
from 87237 tons in 1970-71 to 165245 tons in 1979-80 and again increased to
341840 tons in 1989-90. When the average growth rate of 1970s records
8.94%, during 1980s it was 9.64yo.

MRTf started Kottayanu Goa, and Arkcnam units in 1971, 1973 and 1973 respeaivcly. Modi
Rubber Lid., in 1974 in U.P, Ccat Ltd., in 1974 in Maharashtra, Falcon Tyres Ltd., in 1975 in
Kdmatak;”, 3.K. Industries Lid.,in Rajasthan in 1976, Appollo Tyres Ltd., in 1977 in KerMa, J.K.
Industries Ltd., in Karnataka in 1980, Vikrant Tyres Ltd., in 1980 in Kaniataka and TVS Srichakra
Ltd.. in Tamil Nadu in 1983 uere the otha tyre companies came up during 1970s and 1980s.



Figure 4.7 reveals the growth of rubber consumption during 1970s and
1980s more prominently. The figure discloses the slow growth during 1970s

and fast and steady growth during 1980s.

Figure:4.7;-Consumption of NR - 70s &80s

Year
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4.3.3.NR Consumption in tbe Post-Liberalisation Period.

Liberalisation policy ofthe government influenced the NR consumption

of the country significantly. An evaluation of the influence of these policies on

the rubber manufacturing sector is noted below.

In the posi-liberalisation period, six major tyre companies have started
production and could have influenced on the consumption of NR®* The

number of licensed rubber manufacturers of small, medium and large scale

unii ol' Ap>polU) Tyres Lid in 1991, Dalasone (Oiissa) unii of Birla Tyres in 1991,
Banmore(M.P.) unit of J.K. Industries Ltd. in 1991, Medak and Pondicherry units ofMRF in 1991 and
1997 respectively are the firsi (xxnpanies that started tyre production in the country during the
post liberalisation period. lhe \MxId leader in the tyre indu”ry, Bridgestone Corpcration of Japan in
cdlaba’ation with India's leading cement company, ACC launched a new tyre company called
Drid&esione ACC India Lid. (BAJL) In India in 1998 is the sixth tyre company d\jring the posi-
liberallsaticxi period.



operators have increased to an all time record of 5595 in 1997-98 from 5249
in 1991-92. But the number reduced to 5494 in 1998-99 and again to 5303 in
1999-2000".

Table 4.10 shows the consumption of NR and its annua! growth rate
during the post-liberalisation period.

Table;4.10>NR Consumption

1990-91 to 20C0-01
Year CoosumptioD AODU I
Growth Rate

(%)***
199(Vvo1 347310 6.57
1991-92 380150 4.35
1992-93 4Uib5 8.9'3
1993-94 450480 178
1994-95 485850 7.85
1995-96 1 525465 8.15
19%-97 561765 6.91
1997-98 571820 1.79
1998-99 591545 3.45
1999-2000* 1 628110 6.18
2000-2001** 631475 0.54

*Rubber Board (2(X)0,)p.32
"* Rubber I3o0ard,(200I)
e Computed

It can be observed from the above table that the consumption of NR was
380150 tons with an annual growth rate of 4.35% when the liberalisation
policies initiated in the country in 1991-92. Annual grovi*h rate has reached
the highest level of 8.78% in 1993-94 of the post-liberalisation period by
consuming 450480 tons. But in the year 1997-98 growth rate reduced to
1.79% and again to 0.54% in 2000-01 after reaching 6.18% in 1999-2000.
During the 10 years period of the post-liberalisation period, NR consumption
shows an average growth rate of 8.13%. Figure 4.8 exhibits the trend of NR

consumption during the post-liberalisation period more clearly.

Rubber Board,(2000),p.52
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Figure;4.8:*Consumptlon of NR*Post Liberalisation
period
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The above figure shows that consumption has been increasing but at a

decreasing rate. Decreasing trend in the NR consumption is mainly attributed

to the following reasons.

Liberalised policies of the government with regard to import of
all types oftyres and tubes.

Technological upgradation of Indian made rubber products
resulting in the improvement ofthe life ofthe products.
Increased use of radial lyres resulting in more mileage with
consequent reduction in demand for new tyres.

Increase in the consumption of synthetic rubber for technology

upgradation, facilitated by the phased reduction of import duties.



Further analysis is required to quantify the trend of low NR
consumption and to prove the authenticity of reasons for such a situation as
stated above. From the foregoing analysis, it can be noted that NR
consumption has increased at an average growth rate of 7.74% during the
period from 1985-86 to 1995-96. If the consumption of rubber had increased
in the same percentage in the subsequent years too, the consumption would
have been 566136 tons, 609955 tons and 657165 tons in 1996-97, 1997-98 and
1998-99 respeclively*r. But the actual consumption of rubber was 561765,
571820 and 591545 tons during the same period, it shows there is a decline in
the NR consumption by 4371 tons in 1996-97, 38135 tons in 1997-98 and
65620 tons in 1998-99.

This decline \n the consumption can be attributed to the high import of
used as well as new tyres especially since 1996-97 under the liberalised
policies and procedures in this regard. It is estimated that when a truck tyre is
imported, there is a reduction of NR consumption by 29 kg. In the case of bus
tyre reduction of NR consumption is 24.70 kg. per tyre and it is 4.60 kg. when
a motor car tyre is imported'”.

In India, new as well as used tyres have been imported with the advent
of liberalisation policies in 1991-92. It is estimated that 390817, 376390 and
489375 tyres including bus, truck, and car have been imported in 1996-97,
1997-98 and 1998-99 respectively'™.

As a result of this import of tyre, consumption of NR has decreased by

7582 tons, 7302 tons and 9494 tons in 1996-97, 1997-98 and 1998-99

Computed oii the bdsh ofaverage growth raie ofconsumptioi from 1985-86 (0 1995-96
Statistics und planning department Rubber Board Kottayam

Giapler 2 p2K



respectively*~. If the imported tyre had been produced in the country, the
consumption of NR would have been in the order on 569347 tons, 579122 tons
and 601039 tons in 1996-97, 1997-98 and 1998-99 respectively and the
production and consumption of NR would also have been more or less
balanced”™®. Table 4.11 shows the import of tyre and its impact on NR

consumption in India during the post-liberalisation period.

Table:4.1 1:-Import of Tyre and its Impact on NR Consumption in India

Year  CoBSaOiptfoB Prodacdwa .S«rplut/Dcf Import of Rtdttcttoa CoBMapdoa Dcflcieacy/Svrplut]

I 0> (U tool) (me toa»)  “cicacy I« Tyr* (N«s) iaNR d«e «fNRI« tb* !e Prodacttoa la
&) Q) ~ProductioB ® to Importof abwaet of  tb«abMacc oftyrvl
l«;oU>CoU) Tyre tyr« impor~Co(3>Coi7) |
* (6W toai) Joiport(Col2 (@X>BtOBi) |
+Col6)
0)
1996-97 561765 549425 -12340 390817 75*2 569347 19922
liwl9J? 571820 | S83830 12010 175550’ 7302 379122 4708
1999-99  59ri545 ~ 1MoTois r 73555 4*9375 9494 601039 ~iS06

Sotdrce: Rubber Board(2000)pp. 15.22
i 'ol-5 C.ol.4.6,7.H~C'omputed

Due to the non-availalnUty ol accurate figure segr”ting trudc, bus and car tyres, it is difficult u>
calculate the loss of weight in coasumpticn of NR for each class of tyre. Therefore, average reduction
ill the quantity of NR consumption for three classes of tyre is considered as the criteria for calculating
ihe reduced consumption.

Average reduction in the consumption of NR per tyre is calculated as follONvs:

29 kgn-24.70 kg -»-4.60 kii = 19.40 kg
3

rhen reduction in consumption ofNR is calculated as below:-

1996-97 - 390817x19.40 = 7582 tons
1000

1997-98 - 376390x19.40 = 7302 tons
1000

1998-99- 479375x19.40 =9494 tons
1000

Note: Inline in the a*nsumption of NR due to the import ofused tyre and tyre of aircrafl, tractor,
motor cycle, scooter and bicycle has not been taken in to consideration due to the non-availabih'ty of

relevant data. Impaa of synthetic rubber has not been a<t<assfid due to the absence ofrelevant data

production of NR in 1996-97,1997-98and 1998-99 was 549425,583830and 60504S tons
respectively.



From the above table it can be observed that the gap between production
and consumption would have narrowed if the import of tyre had not taken
place. The gap would have further narrowed and consumption would have
exceeded production if the used tyre, tyre of aircraft, tractor, scooter, bicycle
etc. were not imported. From the above analysis it can be seen that the
consumption of NR during the post-liberalisation period has  declined
compared to that of pre-liberalisation period.

Statistical significance of this finding is tested by using ‘T test’by taking
the null hypothesis that there is no difference between average growth rate of
NfR consumption of pre and post-liberalisation periods. Relevant data for the

lest are given in Table 4.i2.

I'abte:4.12:-pescriptive Statistics

Vanables itean Std.Oev. Minimum Nijnber
Pr&4iberBlisation 7.71 5.M -5.21 25.25 ~00
=MSt*Uberali$ation 5.69 3.00 0.54 6.93 10.00

Since P == 0.1512, the null hypothesis is rejected and it is confirmed
that difference between NR consumption during post and pre-liberalisation
periods is significant. The growth rate of NR consumption during pre and post-
liberalisation periods are also given in table 4.12. The table shows that the
average growth rate of NR consumption during post-liberalisation period is

5,69% which is substantially lower than the 7.71% growth rate during the pre-

liberalisation period.

4.3,4 Export of NR

Demand arising out of export of NR is to be evaluated to know the
whole gamut of demand for NR in the Indian rubber market. Though rubber
cultivation started in India in the early 1900s, there was no domestic
consumption of NR till 1930. The entire rubber produced was exported till

then. Table 4.13 shows the export of NR from 1922 to 1933.



Table:4.13;-Export of Rubber at Eariy Stage of Rubber
Plantation in India

Year  Quantity (Tons)  Year Quantity (Tons)

1922 4979 1928 7316
1923 3861 1929 8027
1924 4572 1930 6909
1925 6401 1931 5487
1926 6604 1932 1118
1927 7112 1933 1422

Source- Haridasan(1978 b) p.63

From the table it can be seen that the quantity of rubber exported varies
from 1118 tons to 8027 tons in the early stage ofrubber plantation in India.

International Rubber Regulation Agreement (IRRA) came in to
existence in 1934, to fix quota of export to each member country in the
Agreement with a view to conU*ol the supply and price of NR in the
International Rubber Market®'. The Agreement was in operation in India from

1934 to 1942 only. Table 4.14 shows the export of NR and quota for export
from 1934 to 1942.

Table:4.14:-Export of NR Against Quota

Year Quota (tons') Exoort (tons”
1934 6960 6096
1935 8382 8230
1936 9144 8738
1937 9144 10161
1938 13209 8128
1939 17781 9856
1940 18035 13209
1941 18035 4164
1942 18035 -
Source:Haridasan pp.64,65

Tlie agroemeni was the tirsi comprehensive mtematicxiai plan to control the intemaJ supply and
price of NR. All the major NR producing countries at that time such as Malaysia, Sri Lanka. India.
Burma, Indonesia. Ilhailand and China were the main signatories to the Agreement.



It can be observed from the table that exported quantity of rubber was
lower than the quota Hxed from 1934 to 1941 except in the year 1937.

Domestic consumption has increased considerably since 1930 and 1947.
Domestic consumption of NR exceeded domestic production and from 1948
onwards India became a net importer of NR. Export of NR has occurred rarely
after independence.
4,3,4.1. Export of NR During the Pre-Liberalisation Period.

After independence of the country NR was exported for the first time in
1955-56. During the 35 years period from 1955-56 to 1990-91, only 26517
tons of NR was exported. Table 4.15 shows the export of NR in the pre-

liberalisation period.

Year Export (tons) Production (Tons) % of Export to
Production
1955-56 12 23730 0.05
1956-57 81 24060 0.34
1973-74 2700 125153 2.15
1974-75 350 130143 0.27
1976-77 12296 149632 8.22
1977-78 11078 146987 7.54
Total 26517 599705 4.42

Source Rubber Board(99) pp.32,33

From the table it can be noted that export of NR is not frequent during
the pre-liberalisation period. After the export in 1956-57, NR was exported
only in 1973-74 i.e.. after a period of24 years.
4,3.4.2. E£xport of NR During the Post - Liberalisation Period.

As per the EXIM policy announced on K& April 2001 by the
Government, rubber can be exported by any individual at any time and at any
qguantity. But export of NR did not reach a significant level. Table 4.16 shows

export of NR during the post-liberalisation period.



Tftble;4.16:»Export of NR-Post Liberalization period.
Year Export  ProductionifToas) Export

(Tons) (%)

1991-92 5834 366745 159
1992-93 5999 393490 152
1993-%4 186 435160 0.04
1994-95 19%61 471815 0.42
1995-96 1130 506910 0.22
1996-97 1598 549425 0.29
1997-98 1415 583830 0.24
1998-99 1840 605045 0.30
1999-2000 5989 622265 0.96
Total 25952 4534685 0.57

Nirce:kut*r Bo~d” (") P.S3.

From the table it caii be noticed that only 25952 tons of NR has been
exported during the 10 years period from 1991-92 to 1999-2000, But export
has been a continuous process since 1991-92 though the quantity of export is
nominal.

From the foregoing analysis it can be noticed that the export marketing
of NR has not developed in India. It can be attributed to the following reasons.

i) Since India was always a net importer of NR Indian rubber is

unknown abroad.

i) Because of a pvolecied market hither lo enjoyed, producers were

not keen on maintaining international quality standards

iii)  Since domestic price is greater than the international price,

export is not remunerative

iv) India’s rubber is not known popularly through a brand name

abroad

V) No steps to popularise the Indian rubber abroad

vi)  No continuous and regular presence in the international rubber

market.
4.3.5. Stock of NR
Final demand for NR is emerging out of the necessity of having stock of

rubber by dealers and manufacturers. When rubber dealers maintained stock



under economic considerations, manufacturers maintained it under economic
as well as production considerations. They are compelled to maintain NR due
to the reasons such as uneven production and evenly distributed consumption
of NR throughout the year and geographical concentration and decentralisation
of production and consumption respectively.

Dealers maintain stock only when they can make profit. But a number
of factors governed the manufacturers in maintaining the stock. These factors
include production, consumption, finance and marketing policies of the
manufacturing concern, availability of NR, price of NR, inventory regulations
etc.

In India, it is the practice of die manufacturers to maintain stock for two
months . This practice is followed due to the geographical concentration of
NR production in Kerala, but its consxunption take place all over the country.
They can control the rubber market to a certain extent by increasing or
decreasing the period of stock. When they purchase rubber for maintaining
three or four months stock, the price will increase as a result of increased
demand. Conversely, the price will decline due to the reduced demand when
they reduce the period of stock. Table 4.17 shows the stock of rubber in the
rubber economy from 1980-81 to 1999-2000. From the table it can be noted
that excess stock has been accumulating in the Indian rubber market from
1980-81 to 1999-2000 except during 1994-95.

It is the limitation of the Indian rubber market that there is no
mechanism to dispose off the accumulated surplus rubber to balance the
demand and supply and thereby to stabilize the price of NR. This situation

pointed towards the necessity of improving either the internal consumption or

export of NR.



laDie:4.i /:-uiiierent Aspects ot NK Stock

Year Stock Required Two Excess Stock *
Mooths's Slock
WB80-HI 33700 28938 4762
1981-82 39700 31403 8297
W82-83 43400 32590 10810
45150 J 341713 10237
1984-85 51550 37251 15299
1985-86 55360 r 39573 15787
1986-87 62706 42884 19816
1987-88 64100 |j 47913 16187
1988-89 69280 “t 52305 16975
1989-90 6710 56973 12637
1990-91 86430 60>18 25712
[1991-92 81250 633i« 17892
1992-93 71140 69017 2123
1993-94 77015 75780 1935
1994195 69550 80975 -11425
11995-96 1031M 87572 15613
1996-97 107M6 93127 13683
1997-98 147300 95303 51997
,1998-99 187965 98590 89375
[1999-2000 192570 1d4685 87885
Sotjrce-Hubber Board(2000) p3S
*Compuied

Note- TWj Month’ stock is calculated by thefollowingformula.
/otal consumption in anyear/12x2

4.3.6.Demand for Synthetic Rubber(SR) in India

SR constitutes a prime segment in the global rubber consumption. It has
a share 0f 60% in the world consumption of rubber. The share of SR is lower
than the NR only in four NR producing countries such as Malaysia, Indonesia,
Thailand and India. In all the other countries in the world the share of SR is
substantially higher than that of NR. In the USA the ratio of SR and NR is
67:33. In China, Japan. Germany, Frajice, Brazil and Italy the ratio stood at
54:46. 61:39, 70:30, 67:33, 66:34 and 66:34 respectively. Table 4.18 shows
global consumption of SR. From the table it can be seen that the global
consumption of SR has increased from 7028000 tons in 1975 to 10110000 tons
in 1999,

Appendix-"



Table;4«18i»Worid Coyymption of Synthetlc Rubber (in thousand tons)

Countries 1975 19<3 1999 199! > 1992 1995 199i6 1997 197~ 1999
USA 1964 1962 2031 1821 1768 1960 2001 2118 2172  21i7 2323 2354 2094
CIS NA 1113  218(1 2078 1980 1200 770 422 424 438 450 420 425
Japan 5*3 945 jjo:~ 1133 1119 1081 1023 1026 1085 1125 1163 1116 1133
China 55 245 430 340 395 495 520 680 760 870 995 1000 1260 1
Germany 360 411 476 311 502 506 488 512 426 478 501 529 605
France 278 312 338 351 342 365 313 400 430 436 416 451 411
Italy 220 277 325 310 305 295 280 iS5 293 291 290 277 287
Korea NA 145 236 279 231 275 300 320 370 440 406 273 394
Brazil 176 233 2<? 284 290 297 270 275 280 290 310 3li 312
1JK 266 201 240 223 201 23] 211 220 226 230 235 187 189
Canada 179 173 191 185 184 198 200 205 198 242 259 238 221
Taiwan NA | 93 145 195 211 223 281 284 274 246 228 263
Bpain NA 144 154 ~ 166 147 165 14~ 171 175 200 222 231 242
Mexioo NA 140 | 107 114 110 124 119 126 132 160 162 ISO 169
India 32 70 90 97 100 lio 111 116 133 142 158 135 164
Total 7«28 Moa 110044 H4Q 9220 9360 86M S820 9260 9560 9960 9850 10110
Ckowth 1.7% 435 152 -8 Z2 5 3.24 4.18 11  2.64
Kaie

Note- Total includes consumption o fthose countries not reported seperately.
Source- IRSG(1999)pp. 20.21

But the growth rate is not stable. It fluctuates from -7.8% to 5%. The
USA is the biggest consumer of SR followed by Japan, China, Germany,
France, Korea, Brazil and Italy. Figure 4,9 gives world consumption of
synthetic rubber. From the figure it can be noticed that the USA is the largest
consumer of synthetic rubber with 26% followed by China, Japan and
Germany by 15%, 14% and 7% respectively.

As noted earlier SR has the share of 20% in the total consumption of
rubber in India and balance being met by NR. Its consumption is limited to dry
rubber based industries for the production of tyres & tubes, footwears, belts
and hoses, camel back, battery boxes etc. More than 50% of the SR
Consumption took place in the production of tyre and related products(

Meaning, Types and uses of SR are narrated in the Chapter3 p,68).
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4.3.6.1.Demand For SU in the I*re-Liberalisation Period.

OoiUt’Niic prcMtiicUon ol SR in India sUtrtcO in 1962-63 inK . I'iM Dkmi
the domami tor SK was fully met by import, rven aUer starting ii* domestic
production in India, a substantial quantity of NR nas being imported in cacli

year. Tabic 4.1") shows ihc consumption of SR during the pre-liberalisation

period.

Tal>It:4.J9:-Coniiumption of SR

, < diniunipliMii 1 AviTant*
J (in tons) Crawth Kate !L
1055.56" i 461 R SRR

! rm ] MyoM% !

21553 X 38.27% ;
;. n>7n-71 'MC-O 1 10.77% !
N ST5-76 12452 ! -U.43% -
1 47050 ; 9%
1 1VXES(. KB NTTMO ;
i 1989-«X) 93550 ! ».39% i

Source. Rubber ik/ordJ/UU*/}. pp.J2.JJ



From the table, it can be seen that the consumption of SR has increased
steadily in the pre-liberalisation period except during 1970s, Consumption of
mere 461 tons in 1955-56 became 93550 tons in 1989-90.

Figure 4.10 exhibits the diagrammatic representation of the growth of
SR in the pre-liberalisation period. The figure shows the high increase in the

consumption from 1960-61 to 1965-66 and again from 1980-81 to 1989-90.

Figure;4.10:-Consumption of SR inthe Pre-Liberalisation
Period
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4.3.6.2. Demand For SR in the Post-Liberalisation Period.

The usage of SR has considerably increased in the posl-
liberalisation period as a result of phased reduction in the import duties under
the new economic policies. Table 4.20 shows the consumption of SR during
the period 1990-91 to 1999-2000. From the table it can be observed that the
consumption has increased to 167220 tons in 1999-2000 from 104735 tons in

1990-91. Average growth rate of consumption was 6.08% for the period 1990-



91 to 1999-2000. But the average growth rate in production was only 2.63%

during the same period.

Table:4,20:-Consumption of SR during

Year ConsumptioD Annual

in tons Growth
Rate (%)
1990-91 104735 11.96
1991-92 105650 0.85
1992-93 108690 2.88
1993-94 113395 4.33
1994-95 122710 821
1995-96 134085 9,27
1996-97 142810 6.51
1997-98 160915 12.68
1998-99 156395 -2.81
1999-2000 167220 6.92

Figure 4.11 shows the consumption of SR in the post-liberalisation
period. From the figure, it can be observed that the consumption of SR has

increased very fast during the post-liberalisation period except during 1991-92
and 1998-99.
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4.3.7.0emand for Reclaimed Rubber in the Pre and Post-
Liberalisation Periods

Reclaimed Rubber is the third segment of the rubber consumption in
India and is a product obtained by reclaiming used lyre, tubes and other waste
rubber goods (Details of RR given in the chapter-3 p.76). Table 4.21 shows the

consumption RR during pre and post-liberalization periods.

Table:4.2]:-Consumption 0fRR ia the pre and post liberalisation periods

Pre-liberalisation Period Post-li leralisation Period
Year  Consumption  Growth Year Consumption ~ (jrowth in
(in tons) in% (intons) %
196061 53 : 199001 52500 1340
1965-66 9774 1321 199293 62470 6.33
1970-71 14348 7.80 1993-H4 63110 102
1975-76 19342 580 199596 65775 141
1980-81 26850 6.47 199697 66585 123
1985-86 38215 7.05 1997-98 70085 525
1989-90 46300 423 199899 63095 -9.97
197-2000 63450 0.56

It can be ascertained from the table that the consumption of RR
increased in the pre-liberalisation period at an average growth rate of 8%. But
in the post-liberalisation period, though the consumption has increased,
average growth rate is only at 2.5%. Figure 4.12 shows the trend of RR
consumption in the pre-liberalization period. From the figure it can be noted
that consumption of RR has steadily increased in the pre-liberalisation period.
Figure 4.13 shows the -trend of RR consumption in the post-liberalisation
period. It can be noted frZ)m the figure that RR consumption is in the increasing
trend up to 1997-98 and reached the highest level of 70085 tons. But its
consumption is decreasing in the following years of 1998-99 and 1999-2000.

Consumption of NR was also not progressive during these years.
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Thus it can be noted that NR constitute 72% of the total demand for
rubber in the country followed by SR at 19% and RR at 9%. The consumption
of NR has registered a steady growth during the pre-liberalisatiom period.
During the post-liberalisation period, its consumption has increased but at a
decreasing trend. It can be noted further that NR consumption in India is highly

depends upon the progress made by the automobile industry.





