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H is to r ic a l ly ,  p r i c e  m o v e m e n t s  o f  a l l  f o r m s  o f  n a t u r a l  r u b b e r  i n  I n d i a  h a v e  b e e n  e i t h e r  d i r e c t l y  o r  in d i r e c t ly  
l in k e d  to  t h e  t r e n d s  in  t h e  p r ic e  o f  t h e  d o m i n a n t  R S S  4  g r a d e .  U n d e r  t h e  p r o t e c t e d  p r i c e  p o l ic y  r e g im e ,  th e  
p r e v a i l i n g  i n t e r l i n k a g e s  a m o n g  t h e  p r i c e s  h a v e  e n s u r e d  c o m p a r a t iv e  s t a b i l i ty  a n d  m a r g i n s  a t  v a r io u s  s ta g e s .  
T h e  p r ic e  m o v e m e n t s  o f  a l l  f o r m s  o f  p r o c e s s e d / u n p r o c e s s e d  r u b b e r  i n c l u d i n g  p r e s e r v e d  f ie ld  la te x  (P F L ) 
a n d  c e n t r i f u g e d  la te x  (C L ) h a v e  a l s o  b e e n  b a s e d  o n  t h e  p r i c e  m o v e m e n t s  o f  R S S  4 . H o w e v e r ,  i n s t a b i l i t y  in  
t h e  R S S  4  p r i c e s  c o n s e q u e n t  t o  t h e  t r a d e  p o l ic y  r e f o r m s  s in c e  t h e  e a r ly  1 9 9 0 s  l e d  t o  i m p o r t a n t  s t r u c t u r a l  
a d j u s t m e n t s  i n  t h e  d o m e s t i c  m a r k e t .  A s  a  s u r v i v a l  s t r a t e g y ,  t h e  l a t e x  p r o c e s s i n g  i n d u s t r y  h a s  g r a d u a l l y  
d e l in k e d  P F L  p r i c e  f r o m  R S S  4  a n d  l in k e d  to  C L  p r ic e  in  o r d e r  to  p r o t e c t  t h e  m a r g i n s  s in c e  t h e  m i d  2 0 0 0 s . T h e  
p r e l i m i n a r y  o b s e r v a t i o n s  o f  t h e  s t u d y  h ig h l i g h t e d  th e  c r u c ia l  r o le  o f  t h e  g ro u p in g  n a r r o w n e s s  o f  t h e  d o m e s t ic  
m a r k e t  d u e  to  t h e  s ig n i f i c a n t  g r o w t h  i n  t h e  i m p o r t  o f  la te x  b a s e d  v a lu e  a d d e d  p r o d u c t s  r a t h e r  t h a n  th e  
i m p o r t  o f  C L  fo r  t h e  s e g m e n ta t io n  o f  t h e  la te x  m a r k e t .  H e n c e ,  a  tw o  p r o n g e d  s t r a t e g y  o f  r e h a b i l i t a t i n g  th e  
l a te x  b a s e d  m a n u f a c t u r i n g  s e g m e n t  s o  a s  to  e n s u r e  c o m m e n s u r a t e  r a t e  o f  g r o w t h  i n  la te x  c o n s u m p t i o n  a n d  
r e j u v e n a t in g  th e  la te x  p r o c e s s in g  i n d u s t r y  to  r e in f o r c e  t h e  f o c u s  o n  e x p o r t s  is  s u g g e s t e d .
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IN T R O D U C T IO N  M o h a n a k u m a r  a n d  G e o r g e ,  1999 ). T h e
, p e r s is te n t  d o m in a n c e  o f  th e  d ry  ru b b e r

i s t o r ic a  y, t e  t r e e  im p o r t a n t  p r o d u c t s  m a n u fa c tu r in g  s e c to r  a n d  the
fa c to r s  w h ich  h a d  a  s t r o n g  b e a r in g  o n  ^ d om estic  m ark et d u rin g
n a tu ra l ru b b e r  (N R ) p rice  m o v e m e n ts  m  d e c a d e s  h a d  im p o r ta n t
In d ia  h a d  been : (i) g ro w th  o f a  la rg e  an d  f o ,  th e  r e la t iv e  s t a t u s  o f
d iv e rsifie d  cap tiv e  d o m e stic  m ark et sin ce p ro ce ssed  N R  an d  the price
the la te  1930s, (ii) p ro te c te d  p r ice  p o lic y  m o v em en ts  [A m o n g  the v a r io u s  fo rm s o f
r e g im e  s in c e  1942  to  1 9 9 1 -9 2  a n d  ( ii i)  p ro ce ssed  N R  in  Ind ia , the com bin ed  sh are  
d o m in an ce  o f d ry  ru b b er p ro d u c ts  m  the ^ jbbed  sm o k e d  sh ee ts (R SS) w a s  m ore
r u b b e r  p r o d u c t s  m a n u fa c tu r in g  s e c to r  ^^an 71 p e r  cen t d u r in g  2010-11 (R u bber
(G e o rg e  a n d  Jo se p h , 1992; G e o rg e , 1999; B o ard , 2011)]. C on versely , the re lative  sh are
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o f p ro ce ssed  fo rm s o f concentrated  latex  h as 
b e e n  r e v o lv in g  a r o u n d  1 0  p e r  c e n t 
c o m p a re d  to  m ore th an  85 p e r  cent in  the 
e x p o r t  o r ie n te d  m a n u fa c tu r in g  se c to r  o f 
M a la y s ia  (R u b b e r  B o a rd , 2011 ; A N R P C , 
2011). In  e ffect, th e  p re-em in en ce  o f d ry  
fo r m s  o f  ru b b e r , e s p e c ia l ly  R S S  4, h a s  
im p a r te d  a  p r ice  s ig n a l in g  s ta tu s  to  the 
g rad e . M o re  precisely , p rice  m o v em en ts o f 
a ll  o th er fo rm s o f p ro c e sse d /u n p ro c e sse d  
fo rm s o f N R  in  the cou n try  h av e  b een  either 
d ire c tly  o r  in d irec tly  lin k ed  to  th e  p rice  
m o v e m e n ts  o f R S S  4. T h e  in te r- lin k a g e s  
am o n g  p rices o f v a r io u s  fo rm s o f N R  lin ked  
to  p r ic e  m o v e m e n t s  o f  R S S  4 e n s u r e d  
c o m p a r a t iv e  s t a b i l i t y  a n d  m a r g in s  a t  
v a r io u s stages. Earlier stu d ie s  on  Ind ian  N R  
p rice  m ovem en ts w ere  a lso  focu sed  on  R SS  4 
p rice  a s  the tr ig g e r  (L ek sh m i et al., 1996; 
G eo rge , 1999; M o h an ak u m ar an d  C han dy, 
2005; C h a n d y  et al., 2010). M o reo v er, the 
in t e r - l in k a g e s  a m o n g  th e  p r ic e s  h a v e  
cu lm in ated  in to the g ro w th  o f an  in tegrated  
d o m e stic  m ark e t p ro tec ted  fro m  ex tern a l 
com petition. In short, in form al arrangem en ts 
related  to  price fixing/determ in in g form ula 
fo r  a ll fo rm s  o f  p r o c e s s e d /u n p r o c e s s e d  
rubb er in clu d in g  p re se rv ed  field  latex  (PFL) 
a n d  cen trifu ged  latex  (C L) h av e  b een  b a se d  
o n  the p rice  m o v em en ts  o f the d o m in an t 
R SS  4 till recently. H ow ever, u n certain ty  in 
the p rice  m o v em en ts o f  R SS  4 con seq u en t 
to trad e  p o licy  re fo rm s in itiated  sin ce  the 
early  1990s ra ised  se r io u s q u estio n s on  the 
h isto r ica l lin k  b e tw een  R S S  4 p r ic e s  an d  
p rices o f oth er fo rm s o f N R  (The in stab ility  
in d ice s  o f  R SS4, P F L  an d  C L  p r ic e s  w ere  
38.01, 39.99 an d  36.68, resp ectiv e ly  d u rin g  
th e  p e r io d  b e tw e e n  1993-1994 a n d  2010-
2011). T h e  u n p re c e d e n te d  in sta b ilit ie s  in 
R SS  4 p rice s d u rin g  the p o st-re fo rm s p h ase  
p re c ip ita te d  a  h o st o f  su rv iv a l  s tra te g ie s  
am o n g  the stak eh o ld ers.

T he sh ift in  p rice  fix in g  fo rm u la  o f PFL 
sin ce the m id  2 0 0 0 s  is  an  illu str io u s case  o f 
s u r v i v a l  s t r a t e g y  p u r s u e d  b y  th e  C L  
p ro c e ss in g  in dustry . A ccordingly , there h a s  
been  a  ste a d y  sh ift from  lin k in g  P F L  prices 
to  R SS  4 p rice  an d  it is  in creasin g ly  linked  
to  the C L  p rice s  (In itially  the in form al price 
fix in g  fo rm u la  w a s  the price o f C L  m in u s 
R s. 25 an d  currently  it is  in  the ran ge  o f Rs. 
30-35). The resu ltan t de-link ing o f P FL  prices 
from  R SS  4 an d  lin k in g  the sam e  w ith  the 
C L  p r ic e s  to  e n su re  p r o c e s so r s ' m a rg in s  
h av e  im p o rtan t p o licy  im p licatio n s from  a 
lon g  term  po licy  p ersp ectiv e . The sp ec ific  
o b jectives o f the s tu d y  w ere:

1. to  u n d e rstan d  the tren d s in  PFL, R SS  4 
an d  C L  price  m o v em en ts an d  the in ter­
lin kages.

2 . to an a ly se  the fac to rs beh in d  the sh ift in  
p rice  fix in g  fo rm u la .

3. to  a s se s s  the im p lica tio n s o f the sh ift in  
p rice  fix in g  fo rm u la .

D A TA BA SE A N D  M E T H O D O L O G Y

T he a n a ly s is  is  b a se d  on  the re levan t 
d a ta  on  an n u al av e rag e  p rices o f PFL, R SS  4 
an d  C L  (60%  D R C ) d u rin g  the eighteen-year 
p e r io d  fro m  1993-94 to  2010-11. T he choice 
o f  th e  p e r io d  w a s  in f lu e n c e d  b y  th e  
a v a ilab ility  o f re liab le  d a ta  on  P F L  p rices 
a s  w e ll a s  s tru c tu ra l  a d ju s tm e n ts  in  the 
in d u s t r y  a r i s in g  f r o m  th e  m a r k e t  
in tegration  p ro ce ss. T he d a ta  on P FL  p rices 
d u rin g  the s tu d y  p erio d  w ere  collected  from  
p rim ary  so u rce s. A n n u al av e rag e  p rices o f 
R SS  4 an d  C L  a s  w ell a s  d a ta  on  extern al 
t r a d e  w e re  g a th e r e d  f r o m  th e  o f f i c ia l  
d a ta b a s e s  o f  th e  R u b b e r  B o a rd  a n d  the 
M in i s t r y  o f  C o m m e r c e  a n d  I n d u s t r y ,  
G o v e r n m e n t  o f  I n d ia .  T h e  d a t a  w a s  
a n a ly se d  sta tistica lly .



R ESU LT S A N D  D IS C U S S IO N  

Trends in prices

Table 1 sh o w s p rice  ratios o f  P FL  an d  
C L  to  R SS  4 d u rin g  the e igh teen -year p erio d  
u n d e r  s t u d y  w h ic h  i l l u s t r a t e s  th e  
co m p arativ e  stab ility  in  the R SS  4-P FL  price 
ra tio s in  relation  to R SS  4-CL. It is  in dicative  
o f  tw o  im p o r t a n t  p o in t s ;  (i)  th e  r a t io  
b etw een  R SS  p rices an d  P FL  p rices h a s  been  
stab le  o v er tim e d e sp ite  the sh ift in  the price 
fix in g  fo rm u la  sin ce the m id  2 0 0 0 s  an d  (ii) 
the declin in g ratio  o f C L  p rices to  R SS  4 price 
an d  the re su ltan t c o m p u ls io n s  on  the C L  
p ro ce ssin g  in d u stry  to  s tab ilize  the m arg in s 
en joyed  o v er tim e. H ow ever, the tren d s in

T a b le  1. P r i c e  r a t i o s  o f  P F L  a n d  C L  to  R S S  4

Y ear P F L C L

1 9 9 3 -9 4 0 .9 4 1 .7 2

1 9 9 4 -9 5 0 .9 4 1 .3 9

1 9 9 5 -9 6 0 .9 7 1 .5 1

1 9 9 6 -9 7 0 .9 5 1 .2 8

1 9 9 7 -9 8 0 .8 9 1 .5 0

1 9 9 8 -9 9 0 .9 1 1 .4 8

1 9 9 9 -0 0 0 .9 0 1 .3 2

2 0 0 0 -0 1 0 .9 1 1 .5 0

2 0 0 1 -0 2 0 .8 7 1 .3 5

2 0 0 2 -0 3 0 .9 3 1 .3 5

2 0 0 3 -0 4 0 .9 5 1 .2 9

2 0 0 4 -0 5 0 .9 6 1 .2 7

2 0 0 5 -0 6 0 .9 6 1 .1 8

2 0 0 6 -0 7 0 .9 8 1 .2 2

2 0 0 7 -0 8 0 ,9 7 1 .1 5

2 0 0 8 -0 9 0 .9 4 1 .1 5

2 0 0 9 -1 0 0 .9 5 1 .1 4

2 0 1 0 -1 1 0 .9 5 1 .0 8

S o u r c e s :  M /s .  P e r i y a r  L a te x  L td .  a n d  R u b b e r  B o a r d  
(2 0 0 3 , 2 0 1 1 )

the d iffe ren ces am o n g  the ab so lu te  v a lu e s  
o f  th e  p r ic e s  w e re  n o t c a p tu r e d  in  the 
an a ly s is  o f the ratios. H ence, an  a ttem p t w as 
m a d e  to  a n a ly s e  th e  d if fe r e n c e s  in  the 
a b so lu te  v a lu e s  o f the p r ic e s  d u r in g  the 
p e rio d  u n d e r  review .

F ig u r e  1 s h o w s  th e  t r e n d s  in  th e  
a b so lu te  v a lu e s  o f th e  p r ic e  d if fe re n c e s  
b etw een  R SS  4-PFL, C L -P F L  an d  C L -R SS  4 
d u r in g  the p e r io d  u n d e r  stu d y . T he fo u r 
im p o r ta n t  o b se r v a t io n s  a re  (i) th e  p r ice  
d ifferen ce b etw een  R SS  4 an d  P FL  h a d  been  
in c r e a s in g  s in c e  2 0 0 6 -0 7 ; (ii)  th e  p r ic e  
d iffe ren ce  b etw een  C L  an d  P F L  h a d  a lso  
b een  in creasin g  sin ce 2006-07; (iii) w h ereas 
the p rice  d ifferen ce  b etw een  C L  an d  R SS  4 
h a d  n arro w ed  d o w n  sin ce  2009-10; an d  (iv) 
h en ce , g r o w in g  c o m p u ls io n s  o n  th e  C L  
p ro ce ssin g  in d u stry  to  ev o lv e  m ech an ism s 
to  sh ift the b u rd e n  o f u n certain  p rices so  as 
to  m ain ta in  the m a rg in s  a t rem u n erativ e  
levels.

Table 2 sh o w s the co m p arativ e  g ro w th  
r a t e s  o f  th e  a b s o lu t e  p r ic e  d i f f e r e n c e  
b etw een  R SS4  -PFL, C L -P F L  an d  C L -R SS  4 
d u r in g  three tim e p erio d s, viz., 1993-94 to 
2 0 0 5 -0 6  ( p r io r  to  s h i f t  in  p r ic e  f ix in g  
fo rm u la), 2006-07 to  2010-11 (after the sh ift 
in  p r ic e  f ix in g  fo rm u la )  a n d  d u r in g  the 
eigh teen-year p erio d . In all the three p h ases, 
th e  p r ic e  d iffe re n c e  b e tw e e n  R S S  4-P FL  
r e c o r d e d  th e  h ig h e s t  a n n u a l  a v e r a g e  
g ro w th  ra te s  a n d  a fte r  the sh ift in  p r ice  
fix in g  fo rm u la  there h ad  b een  a  su b stan tia l 
in c r e a s e  in  th e  g r o w t h  r a te  (5 5 .1 2 % ). 
S im ila r ly ,  g r o w t h  r a t e s  o f  th e  p r ic e  
d i f f e r e n c e  b e tw e e n  C L - P F L  h a d  a l s o  
e x h ib ite d  in c r e a s in g  tre n d s . C o n v e rse ly , 
g ro w th  rate  in  the p rice  d ifferen ce b etw een  
C L-R SS4 reg iste red  a n eg a tiv e  grow th  rate 
(-5.39%) after the sh ift in  price fixing form ula 
in d icatin g  the fa ll in  the m arg in s  o f  C L  o v er 
R SS  4 p rices. In effect, the d eclin in g  m arg in s 
o f  C L  o v e r  R S S  4 h a v e  re fle c te d  o n  the
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C L -P F L

F ig . 1. T r e n d s  i n  p r i c e  d i f f e r e n c e s

- A —  R S S 4 -P F L

T a b le  2. A n n u a l  a v e r a g e  g r o w th  r a te s  (% ) o f  i h e  p r ic e  
d i f f e r e n c e s

Y ear R S S  4 -P F L  C L -P F L C L -R S S  4

1 9 9 3 -9 4  t o  2 0 0 5 -0 6 1 0 .6 7 1 .7 2 .6 9

2 0 0 6 -0 7  t o  2 0 1 0 -1 1 5 5 .1 2 3 .9 4 -5 .3 9

T o ta l 1 8 .8 6 5 .0 7 4 .6 5

S o u r c e s :  M /s .  P e r i y a r  L a te x  L td .  a n d  R u b b e r  B o a r d  
(2 0 0 3 , 2 0 1 1 )

g ro w in g  p rice  d iffe ren ces b etw een  C L-P FL  
an d  R SS  4-PFL. In  the e m erg in g  context, the 
C L  p ro c e ss in g  in d u stry  h a s  lim ited  o p tio n s 
o f s tab iliz in g  the m a rg in s  either b y  sh iftin g  
the b u rd e n  o f  u n certain  p rices to  the raw  
m a te r ia l  s e g m e n t  (P P L  s u p p l ie r s )  o r  to  
cap ita lize  the ex p o rt o p p o rtu n itie s . W hile 
the first o p tio n  w a s  im p lem en ted  th ro u gh  
c o n s e n s u a l  a p p r o a c h e s  a m o n g  th e  
p ro c e ss in g  u n its , the a tte m p ts  to  ex p lo re  
e x p o r t  o p p o r t u n i t i e s  r e q u ir e  fu r th e r  
ex p lan atio n .

E xtern al trad e  facto r

A lt h o u g h  I n d ia  h a d  b e e n  a  n e t 
im p o rte r  o f a ll fo rm s o f  N R  d u r in g  the p a st  
s ix  d e c a d e s , co n certed  e ffo r ts  h a v e  b een  
m a d e  to  ex p o rt se lected  fo rm s o f  N R  a s  a  
s t r a te g y  to  s ta b il iz e  th e  d o m e s t ic  p r ic e s  
sin ce the early  2000s. A ccordingly , N R  latex, 
w h ich  h a d  b een  acco rd ed  h igh e st lev e ls  o f 
p ro tec tio n  fro m  ex tern a l co m p etitio n  (A ll 
fo rm s o f  N R  latex  are  u n b o u n d  w ith  70 per 
cen t M F N  ta r if f  c o m p a re d  to  the b o u n d  
sta tu s  o f all o th er fo rm s o f N R  w ith  low er 
ra te s  o f  ta r iffs ) , w a s  a ls o  e a rm a rk e d  for 
ex p o rt p rom otion . T able 3 sh o w s the tren ds 
in  the ex tern al trad e  o f  N R  latex  d u rin g  the 
p a s t  on e d ecad e .

T he tre n d s in  the ex tern al trad e  o f N R  
la te x  d e s e r v e  c lo se r  sc ru t in y  a s  th e  C L  
p r o c e s s in g  in d u s t r y  in  th e  c o u n try  w a s  
rep orted  to  b e  w o rk in g  w ith  le ss  th an  50 per 
cen t c a p a c ity  u t i l i s a t io n  (T h e e s t im a te d  
in sta lled  cap ac ity  o f the 8 6  C L  p ro ce ssin g



T a b le  3 . E x t e r n a l  t r a d e  i n  N R  l a t e x  c o n c e n t r a t e s  
( t o n n e s )

Y e a r E x p o r t I m p o r t E x p o r t  a s  a  
p e r c e n t a g e  
o f  im p o r t s

2 0 0 0 -0 1 65 3 0 7 5 2 .1 1

2 0 0 1 -0 2 82 2 5 1 5 3 .2 6

2 0 0 2 -0 3 6 9 2 7 1243 5 5 7 .2 8

2 0 0 3 -0 4 1 7 1 2 5 1 7 5 7 9 7 4 .6 7

2 0 0 4 -0 5 1 0 4 9 6 9 7 9 10 7 2 .1 1

2 0 0 5 -0 6 2 4 1 5 3 7 8 3 3 0 8 4 .6 7

2 0 0 6 -0 7 1 6 0 5 6 1 401 1 1 4 6 .0 4

2 0 0 7 -0 8 2 2 6 3 9 8 5 5 2647.84

2 0 0 8 -0 9 2 0 8 3 6 1 4 1 2 1 4 7 5 .6 4

2 0 0 9 -1 0 1 3 1 0 6 4 4 3 9 2 9 5 .2 5

2 0 1 0 -1 1 1 0 7 1 7 3 5 0 0 3 0 6 .2 0

S o u r c e :  R u b b e r  B o a r d  (2011)

u n its  is  a ro u n d  0 . 2  m illion  ton es/an n u m ). 
T h e  c o - e x is te n c e  o f  th e  lo w e r  le v e ls  o f 
c a p a c it y  u t i l i z a t io n  ( a r o u n d  50% ) a n d  
h ig h e r  e x p o r t  in te n s i ty  o f  p r o d u c t io n  
(14.9% ) w ere  in d icative  o f the lim ited  size  
o f  th e  d o m e s t ic  m a r k e t  to  a b s o r b  th e  
curren t lev e ls  o f C L  p ro d u ctio n . It co u ld  be 
d u e  to  a  h ig h e r  g r o w t h  r a te  in  C L  
p ro d u ctio n  th an  co n su m p tio n  a r is in g  from  
a  stag n an t o r sh rin k in g  d o m estic  m arket.

T a b le  4 s h o w s  th e  a n n u a l  a v e r a g e  
g r o w t h  r a t e s  in  p r o d u c t io n  a n d  
co n su m p tio n  o f N R  latex  an d  oth er fo rm s

T a b le  4 .  A n n u a l  a v e r a g e  g r o w t h  r a t e s  (% )  o f  
p r o d u c t i o n  a n d  c o n s u m p t i o n  o f  N R  la te x  
a n d  o t h e r  f o r m s  o f  N R  i n  I n d i a  (2 0 0 0 -0 1  
t o  2 0 1 0 -1 1 )

T y p e P r o d u c t i o n C o n s u m p t io n

N R  la te x 1 .8 5 0 .9 9

O th e r s 3 .4 7 4 .5 3

T o ta l 3 .2 6 4 .1 7

o f  N R  in  In d ia  d u rin g  2000-01 to  2010-11. It 
is  illu stra tiv e  o f the u n iq u e  c ase  o f N R  latex 
w ith  low er an n u al av e rag e  g ro w th  rate  in  
co n su m p tio n  th an  p ro d u ctio n . M o re  over, 
production o f C L  exceeded consum ption since 
2003-04  e x c e p t  d u r in g  th e  y e a r  2010-11. 
T h erefore , it is  n e c e ssa ry  to  fo c u s  on  the 
tren d s in  the im p o rts  o f v a lu e  a d d e d  latex 
b a s e d  p r o d u c t s  h a v in g  th e  p o te n t ia l  o f 
d i s p la c in g  th e  d o m e s t ic  la te x  p r o d u c t s  
segm en t. T able 5 sh o w s the tren d s in  the 
e x te rn a l t r a d e  o f  tw o  m a jo r  la te x  b a se d  
p ro d u c t g ro u p s.

T able 5 rev ea ls  the h igh er g ro w th  rates 
in  th e  im p o r t s  o f  v a lu e  a d d e d  r u b b e r  
p ro d u c ts  d isp la c in g  the d o m estic  segm en t 
a n d  c u r t a i l in g  th e  la t e x  c o n s u m p t io n  
potential. In an  op eration al sen se , the h igher 
g r o w t h  in  th e  im p o r t s  o f  v a lu e  a d d e d  
p ro d u c ts  n o t on ly  d isp la c e  the sm a ll an d  
m e d iu m  s iz e d  latex  b a se d  ru b b er p ro d u c ts  
m a n u fa c tu r in g  u n its  in  the c o u n try  b u t 
a l s o  in te g ra te  the d o m e st ic  p ro d u c t  an d  
ra w  m a te r ia l  m a rk e ts  w ith  th e  e x te rn a l 
m a rk e ts . T h e  o b se rv e d  tren d  in  the ex p o rt 
o f  N R  latex  is  p r im ar ily  d u e  to  the e x c e ss  
p r o d u c t io n  e m a n a t i n g  f r o m  th e  
d isp la c e m e n t o f the la tex  b a se d  sm a ll an d  
m e d iu m  s iz e d  u n its  in  the country . T h is 
p ro c e ss  o f  in teg ra tio n  th ro u gh  the ex p o rt 
o f  N R  l a t e x  e n t a i l s  th e  a d o p t i o n  o f  
m ark e tin g  p rac tice s  fo llo w e d  in  the m ajor 
N R  la t e x  e x p o r t i n g  c o u n t r i e s .  A n  
im p o rta n t fe a tu re  o f the p r ic in g  sy ste m  in 
the m a jo r N R  e x p o rtin g  c o u n trie s h a s  b een  
the b a c k w a rd  p r ic in g  fo rm u la  w h ere in  the 
m a r g in s  o f in te rm e d ia r ie s  in c lu d in g  the 
p r o c e s s o r s  a n d  e x p o r t e r s  a r e  f ix e d  
ir re sp e c tiv e  o f  the m o v e m e n ts  in  the FO B 
p r ic e s .  H e n c e , th e  b u r d e n  o f  th e  p r ic e  
f lu c tu a tio n s is  b o rn e  b y  the g ro w e rs  w ith  
im p o rta n t p o licy  im p lica tio n s. T h e  recent 
sh ift in  the p r ic e  fix in g  fo rm u la  lin k e d  to  
C L  p rice  is  in  ta n d e m  w ith  the s tra te g ie s



T a b le  5. A n n u a l  a v e r a g e  g r o w t h  r a t e  (% ) o f  e x t e r n a l  t r a d e  i n  m a j o r  l a te x  b a s e d  p r o d u c t  g r o u p s  (2 0 0 0 -0 1  to  
2 0 1 0 -1 1 )

H S  C o d e  P r o d u c t  d e s c r ip t i o n E x p o r t Im p o r t

4 0 1 4  H y g ie n ic  o r  p h a r m a c e u t i c a l  a r t ic le s  ( i n c lu d in g  te a ts ) ,  

o f  v u l c a n i s e d  r u b b e r  o t h e r  t h a n  h a r d  r u b b e r ,  

w i t h  o r  w i t h o u t  f i t t i n g s  o f  h a r d  r u b b e r 10.31 3 2 .3 9

4 0 1 5  A r t ic le s  o f  a p p a r e l  a n d  c lo th in g  a c c e s s o r ie s

( in c lu d in g  g lo v e s ,  m i t t e n s  a n d  m i t t s )  f o r  a l l  p u r p o s e s ,  

o f  v u l c a n i s e d  r u b b e r  o t h e r t h a n  h a r d  r u b b e r 2 9 .8 2 4 4 .7 7

T o ta l 1 4 .2 7 3 6 .8 4

S o u r c e :  E x p o r t  I m p o r t  D a t a  B a n k , M in i s t r y  o f  C o m m e r c e  a n d  I n d u s t r y ,  G o v e r n m e n t  o f  I n d i a

p u r s u e d  in  th e  m a jo r  N R  e x p o r t i n g  
co u n tr ie s . M o reo v er, In d ia 's  C L  in d u stry  
is  p o ise d  to  g r a d u a te  a s  th e  k e y  e x p o r t  
se g m e n t w ith in  the N R  sec to r a s  its  ex p o rt 
in te n s ity  o f  p ro d u c t io n  is  a l r e a d y  m o re  
th an  14 p er  cen t c o m p a re d  to  o th er fo rm s 
o f  N R .

C O N C L U S IO N

The segm en ta tio n  o f the latex  m arket 
fa c ilita te d  b y  d e - lin k in g  the p r ic e  fix in g  
fo rm u la  o f P F L  from  R SS  4 an d  lin k in g  the 
sa m e  to  C L  p rice  is  a  m a jo r lan d m a rk  in  the 
h istory  o f p rim ary  m arketin g  o f N R  in  India. 
T e c h n ic a lly , th e  o b s e r v e d  t r e n d  is  a n  
in e v i t a b le  o u tc o m e  o f  th e  s t r u c t u r a l  
ad ju stm e n t p ro c e ss  in  the d o m estic  m arket 
d u rin g  the tran sition a l p h ase . T h o u gh  the 
p ro x im ate  re a so n s for the sh ift are  roo ted  
in  the su rv iv a l  s tr a te g ie s  to  s ta b il ise  the 
m a r g in s  o f  th e  p r o c e s s in g  in d u stry , the 
b a s ic  is su e s  are  u n d erlin ed  b y  the s te ad y  
grov^th in  the im p o rts  o f v a lu e  a d d e d  latex 
b a s e d  p r o d u c t s  a n d  th e  r e s u l t a n t  
d isp la c e m e n t  o f  th e  sm a ll  a n d  m e d iu m  
s iz e d  m a n u fa c tu r in g  u n it s  le a d in g  to  a 
sh rin k in g  d o m e stic  m ark e t for p ro c e sse d  
fo rm s o f  latex . T he lo w er g ro w th  rate  o f 
d o m e s t ic  l a t e x  c o n s u m p t io n  vis-a-vis 
p ro d u ctio n  a n d  the co m p u lsio n s to  exp ort

C L  ev en  w ith  le ss  th an  50 per cent cap ac ity  
u tiliza tio n  are  in d ica tiv e  o f the c h an g in g  
d im e n sio n s o f the latex  p ro ce ssin g  in d u stry  
in  Ind ia . W hile the com m itted  trad e  po licy  
re fo rm s u n d e r  the m u ltila tera l an d  reg ion al 
trad e  a g reem en ts  are  n o n -n ego tiab le , it is 
im p e ra tiv e  to  a d d r e s s  the s e r io u s  p o licy  
q u estio n s on  the su sten a n ce  o f latex  b a se d  
ru b b er p ro d u c ts  m a n u fa c tu r in g  segm en t, 
la te x  p r o c e s s in g  in d u stry  a n d  fa rm  g a te  
p r ic e s  o f P F L . In the o n g o in g  p ro c e s s  o f 
ch an ges an d  con so lid atio n , it is  an  e ssen tia l 
p r e - r e q u is ite  to  u n d e r s ta n d  th e  c u rre n t 
sta tu s  o f the latex  b a se d  ru b b er p ro d u c ts  
m an u fac tu rin g , C L  p ro ce ssin g  an d  the P FL  
p r o d u c in g  s e g m e n ts  in  o rd e r  to  e v o lv e  
c o m p re h e n s iv e  p o lic y  in it ia t iv e s  fro m  a 
lon g-term  p ersp ectiv e . In th is b a ck d ro p , a 
m u lti-d isc ip lin a ry  s tu d y  fo c u s in g  o n  the 
v a r ie d  a sp e c ts  o f th e  o b se rv e d  tre n d s  is 
n ecessary  to  u n d e rstan d  the is su e s  an d  to 
p ro v id e  the re levan t in pu ts.
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