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Almost all the players 

in the rubber thread 

industry are not utilising 

even half of their 

capacity now because 

of the unsatisfactory 

demand situat. ^
Great demand fo r  the rubber thread in the gannenis industry

Overproduction threatens 
rubber thread industry
S. Mohankumar

Is the rubber thread industry in 
the country heading for over 
production? As the existing ma­

jor players in the field are expanding 
tbeir capacity and new units are com- 

up in quick succession, overpro- 
<l\)ction is inevitable, according to a 
^ d y  report prep^ed by die Techni- 

Consultancy Department o f the 
J^ubber Board.

domestic demand-supply scenar- 
in the rubber thread industry is 

expected to undergo drastic changes 
® the next two or three years. The

author is working as Marketing 
in the Technical Consultancy 

apartment o f  the Rubber Board.

deficit areas o f  the North and the 
South are becoming surplus regions 
owing to continuous capacity addi­
tion. As a result, rubber thread prices 
in the surplus regions are likely to 
come under pressure due to increas­
ing competition. Following the ex­
pected surplus in domestic produc­
tion and drop in prices, the export 
market wiU play an increasingly im­
portant role in maintaining a balance 
in the domestic demand-supply posi­
tion.

Big gap
Although the country’s total re­

quirement o f non-heai resistant rub­
ber thread is being produced locally

by the existing 64 small-scale units 
scattered over Kerala, Tamil Nadu. 
Gujarat, Maharashtra and Karnataka, 
the entire requirement of heat resis­
tant rubber thread (HRRT) is mainly 
imported as it is not produced locally 
in sufficient quantity. While the over­
all production o f the HRRT is around 
370 tonnes annually, the demand has 
exceeded 1600 tonnes. Increasing de­
mand for the HRRT has created a gap 
o f  77 per cent between demand and 
supply.

At present, there are four major 
players manufacturing HRRT in In­
dia - Rubfila International Limited, 
Sanghi Threads, Radhu Rubber Prod­
ucts and Ashoka Latex. Both Sanghi 
Threads and Ashoka Latex have a 
production capacity o f below 1000 
tonnes each, with Rubfila Interna­
tional and Radhu Rubber Products 
contributing around 4600  tonnes. 
Besides, some units in the small- 
scale sector are also manufacturing 
the H RRT in small volumes, making 
the total production capacity to around 
6420  tonnes. Incidentally, almost all
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ihe players arc noi utilising even half 
of tiieir capacity because of the unsat­
isfactory demand situation. The con­
sumers are still depending on import­
ed latex thread.

New units
In fact, to meet the increasing 

demand and to exploit the existing 
import substiiution market, a small

Big players wili make 
utmost efforts to 

protect their share 
in the market by 

reducing th^ price 
which may lead to a 
price war and other 
unhealthy practices

scale unit in Trivandrum is increas­
ing its capacity and a new multi-crore 
company (Gar\vare-Wall Ropes) is 
en tering  th is f ie ld . W h ile  the 
Trivandrum unit is setting up a sep­
arate plant near its existing plant to 
manufacture 5 tonnes of HRRT a day 
in tape form. Garware-Wall Ropes 
envisages to make the H RRT from 
sheet rubber with a capacity o f 3500 
tonnes a vear. This will be the first

extr^jded rubber filament from good 
quality latex and chemicals.

With these expansions by the end 
o f 1996, the HRRT production is like­
ly to touch nearly 4000  tonnes. These 
expansions will be able to take care of 
the increasing demand in the near 
future. But the market demand o f the 
H RRT is expected to increase only at 
the rate of 20 per cent per annum. 
Therefore, i f  the market size increas­
es only at this rate and thread produc­
tion expands at the present trend, 
then no doubt, there wiJI be huge 
surplus and the rubber thread indus­
try will face the problem o f overpro­
duction.

Big players will do their utmost 
efforts to protect their share in tlie 
market by reducing the price which 
ultimately may lead to a price war 
and other unhealthy practices. There­
fore, export becomes inevitable for 
maintaining the domestic demand- 
supply balance. At least big compa­
nies should tliink o f establishing an 
export market.

So far only a meagre portion o f 
the total domestic output is exported 
and counuies like Bangladesh, UAE, 
the USA and Canada are the import­
ers. Out of the total production, only 
227 tonnes was exported last year. 
But the import o f thread during tiiat 
period was 1129 tonnes, of which 57 
per ccni was supplied by Malaysia, 
the world leader in rubber tliread 
production. But prest...tly, due to ire*

Demand -

T A B L E  1

supply gap for HRRT

j Year Demand Domestic
supply

Surplus

, 1996-97 3000 4000 1000

; 1997-98 4000 5200 1200

i 1998-99 5500 6500 1000

1 1999-2000 7500 8000 500

unit in India making rubber thread in 
the fonn o f square section cut from 
good qujility rubber sheets. All otlier 
units in India are manufacturing round

Incidentally, the H R R t, which 
constitutes below 10 per cent of the 
total rubber thread production in ihg 
country, was not so popular in Ujg 
texule industry till a few years back.' 
It is only following the shift in em, 
phasis towards the use o f ready made 
gamienis and hosier>’ items, that the 
use o f the H RRT has gained momen-  ̂
tum. The export oriented consuming  ̂
industry also likes to use good quality \ 
HRRT not only for export market but

mendous incTease in production ca­
pacity, players like Rubfila Interna­
tional have ear-marked a big share o f  
their output for export.

Export of rubber thread 
is  inevitable 

for maintaining 
the domestic 

demand-supply 
balance

also to substitute the requirements 
Indian consumers for imported gar-'i 
ments. The H RRT is basically used as- 
an essential item for the manufac 
of men’s and ladies’ under-garmem 
pants, skirts, sportswear, head bands 
and u’rist baiids, shoe uppers, s 
and u^vel goods.

The HRRT, because of its sui 
or quality, increasing price of cent 
fuged latex coupled with expensi  ̂
technology, is much more exper 
than the ordinary grade non-heat 
sistant rubber thread. It is priced 
Rs. 150 to Rs. 200 per kg. for 
count general quality HRRT in 
form and about Rs. 300 per kg ft 
count H RRT in spool form. M 
from the use o f  the HRRT in text 
it is also used in developed count 
for medical netting, food wrappi 
and narrow fabrics for furnit 
Formaldehyde>free thread, 
thread, high tenacity thread, 
elongation thread etc. are some o 
sp ecia l fo rm u la tio n s o f  
widely popular in the develof 
countries.
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IniiaRY SCENE

Auto components : Lukewarm approach to industry

ig opportunities for 
!ito parts industry

manufaclurers in the country are 
ffl depending on imported 

from their parent companies 
lohankumar

D
u r i n g  the past two
years a plethora of inter­
national players has ente­

red the dom estic automobile 
industry. About a dozen comp­
anies are setting up their vent­
ures in India. Ford, Mahindra, 
H yu ndai, H onda, D aew oo, 
G en era l M o to rs , M erced ez 
Benz, Fiat, Suzuki, and Peugeot 
are the main companies in the 
l is t . M ost o f  these players 
entered the interim market with 
great expectations but have still 
not found their footing.

With their entry, auto com ­
ponent (AC) manufacturers in 
The writer is workir^g in the 
Technical Consultancy Depart­
ment ot the Rubber Board

India have realised that the pro­
spects o f spare parts business 
are too big and too lucrative to 
ignore. But only a few compan­
ies in the organised sector did 
well during the last two years, 
and many players failed to reap 
the benefit.

Limited capacity

Though the industry offers 
rew arding op p ortu n ities by 
procuring kits and parts locally, 
it is understood that many of 
the car makers could not source 
good qu ality  item s lo ca lly  
exacting the quality standards 
o f an imported car. For rubber 
parts also, which form a major 
cliunk in the AC industry, the

car manufacturers are still depe­
nding on imported items from 
iheir parent companies, which 
is too expensive and time consu­
ming. Even a single replace­
ment screw  through import 
operation may take a month to 
arrive. Limited capacity o f the 
rubber parts manufaclurers in 
the small-scaie scctor who come 
around 455 in number and their 
outdated technology are the 
main factors hindering a succe­
ssful entry in this field. In Ker­
ala also, even a single firm has 
not yet been established to 
produce genuine parts to cater 
to the requirements o f vehicle 
manufacturers.

Fierce competition
All firm s existing in this 

track in Kerala are in the small 
and tiny sector struggling with 
the fierce competition to the 
R EP market. Though the State 
is considered as a leading State 
in South India and possesses 
enough m aterials and te ch ­
nology/skilled manpower etc 
required for making rubber and 
rubber bonded metal compon­
ents, its involvement to spare 
parts manufacturing is still in 
lukewarm. In marketing, com ­
pared to OEM  the dominance is

rsiioBcn iiiiv



L

more for R EP  market as the 
existence o f poor road condition 
and clim atic changes favour 
replacement o f  rubber parts at 
regular intervals.

M a r k e t  a cce ss

Besides, market access is 
m ade all the m ore easy  in

Registered ve nicies in Kerala
Type of vehicle 1989 1996

Lorry, light tmcks 58,528 1,20,302

Busess 19,034 39,083

Car, jeep, taxi, etc. 1,46,869 3,12,688

Three wheelers 71,860 1,18,891

Two wheelers 2,13,921 5,96,323
Tractors, trucks etc. 13,311 18,767

Total 5,23343 12,06,054

Kerala as the consumers here 
are actively looking for quality 
products at reasonable price. So 
many items marketed in Kerala 
under the reputed brand names 
of leading manufacturers are of 
low quality. Vehicle population 
is not so insignificant in Kerala 
as shown in the table. Moreover, 
the O E  market emerging in the 
neighbouring States can also be 
exploited if  proper efforts are 
m ade. B e s id e s  T V S , Ford , 
Hyundai, Hindustan M otors, 
Ashok Layland and Mahindra 

are the other com­
panies setting ma> 
nufacturing facili­
ties in Tamil Nadu.

contributor to all India prod­
u ctio n . B u t the attitu d e o f  
manufacturers in Kerala is not 
so encouraging, which ultimat­
ely have changed the market as 
an easier entry to others. What 
is required is to identify suitable 
ru bber products that could  

successfully be marketed 
in O EM  &  R EP market 
separately, and implement 
suitable packages to bol­
ster the growth o f  this 
industry.

A pplication s

In the automotive ind­
ustry, rubber finds two 
broad applications, they 
are: “tyre & tube” and 
“ n o n -ty re  ru bber 

products". The non-tyre rubber 
products, which are generally 
called as “automotive rubber 
components”, are used In auto­
m o b iles to perform  ccrta in  
important functions like contr­
o llin g / red u cin g  v ib ra tio n s , 
frictions and rubbing o f various 
metal parts. The table given 
depicts the major areas o f usage 
o f non-tyre rubber pro­
ducts in automobiles.

India. This provides an ailri
ctive opportunity in the fieijj' 
rubber components, for a ^3 
entrant with the state-of-the^ 
manufacturing facilities. In j? 
try sources reveal that the 
marltet for automobile 
com ponents (excluding 
and tu b es) w ill be abol 
Rs. 1,600 crores by the y2 
2 ,000. O f this, 20%  willbe ̂  
hoses, 13% for weather - stm 
and the rest for moulded/extr 
ded rubber parts. -'j

E x p o rt  m ark et >
B esid es Tam il Nadu, tli) 

manufacturers o f  industriajj 
developed States of Punjal 
Delhi and Maharashtra are aS 
doing well making diversiifl 
items and supplies to GEmaiiJ 
acturers like Telco, Maruti. r '' 
Escorts, Mahindra and 
D aew oo. D espite protect! 
from imports, the industryj 
enjoys an export market. Gej 
any, Italy, Saudi Arabia, Nep 
Sri Lanka, Kenya, Franc^i 
U SA , Holland, M alaysia^ 
Canada are the leading imc

Item
Hoses

imited capacity 

and outdated 

technology are 

affecting the growth 

o f the automotive 

spare parts industry

All these fact­
ors are self-expl­
anatory o f the sig­
nificance o f auto 
rubber componen­
ts business in Ker­
ala. The signific­
an ce is realised  
with the presence 
o f big players like 
T V S  group,Amal­
gam ation  group 
and Rane group 
which m ake AC 
industry in Tamil 
Nadu as a major

It may be noted that 
most o f  these products 
can be well manufa­
ctured in the small and 
u norganised  secto r.
Since these products are 
conventionally called as 
low  value and n o n -critica l 
items, manufacturers are still 
u sing  lo c a lly  fa b rica te d  
equipm ent o f  poor quality . 
Ultimately, the product available 
in the m arket is o f inferior 
quality, consequently, vehicle 
m ak ers dem anding q u a lity  
products are facing a m ajor 
supply constraint, prim arily 
with respect to product quality 
and consistency. Both the export 
and local O EM  market now 
called  for stringent quality  
standards, particularly with the 
advent o f foreign car makers in

M ark et size for rubberj 
com ponents (2000 AD)j

Weather strips 131

Moulded &  extruded parts 61

Total m arket R s. 1,600 cr

rters o f  rubber components!  ̂
Ind ia . B rak e linings> 
transmission and steering 
suspension and braking P3J 
bushes, mountings and seals.J 
few m ajor items listed [p 
export o f rubber compô '  ̂
from India. Though the counn 
Is enjoying low labour cost, , 
specialised In making 
rubber based articles, 
remains that our share in 
o f A C  is less than
S 80 billion global market-^^
ny parties in Japan and
are looking towards In ’̂̂



M  otal 

for 

tomobile 

iiter

ffipone/jfe 

îng tyres 

ibes will 

1600 

?f®s by 2000

sourcing and sub-contracting 
auto parts. They are also ready 
to enter M O U s with Indian 
companies to import compon­
ents for motor vehicles.

M a rk e tin g  tra its

Like marketing o f cars and 
vehicles, spare parts business is 
also done traditi­
onally through a 
dedicated dealer 
netw ork. T hese 
dealers have pla­
yed the role o f  
distributors rath­
er than se llin g  
agents. Bui this 
scenario is expe­
cted  to change 
with the entry of 
foreign car mak­
ers as many units 
are planning to set up jo int vent* 
urcs/pannership firms to make 
supplies exclusively to OEM  
and rarely for export market.

On the basis o f structural 
set‘ Up, dealers are grouped into 
Iwo-Nvholesale dealers operating 
in bigger trading centres, and 
retail dealers who purchase in 
bulk from the main dealers and 
market them to end users. Most 
o f the small manufacturers are 
operating as sole proprietorship 
concerns/partnerships and sell 
their output to  dealers. The 
medium and larger firms in the 
organised sector supply items 
to the o rig in a l au to m o b ile  
manufacturers and also export.

T his business has a tradi­
tional system  o f  facilita tin g  
certain terms and conditions. 
They are:

*  Trade discount, which varies 
from 10% to 20%

*  A d d ition al d iscou n t for 
quick payment

*  Credit facil ity from 15 to 45 
days

Free replacement for any 
manufacturing defect

*  R ep resen tatives for line 
canvassing

*  Inserting gift coupons in the 
packets

R egard ing the scop e o f  
rubber parts, it is understood 
that, as far as the v eh icle  
industry is flourish ing , the

Satisfaction  Index (C S l)"  
which shall use factors like 
the number o f  consumers 
com ing for the products, 
th e ir  op in ion  about the 
performance o f the products, 
co m p ariso n  with co m p ­
etitors products and their 
after sale services.

A re a  o f  u sage Ite m s

Hoses Radiator hoses, fuel hoses, brake hose, water pump hoses 
etc..

Beltings Fan belt and power drive cogged/raw edge belts which 
are commonly used in all vehicles.

Weather strips Solid rubber, sponge rubber metal embedded etc.

Moulded goods Oil seals, dust seal,washers, bellows, mountings, suspens­
ion bushes, rubber boots, pedal rubber, 0  rings, m atti­
ngs, gaskets, buffers, rollers, brake chamber, diapragms etc.

Extruded items Channels, beedings, brake linings, sheets, pads, straps etc.

Foam  products Seats and cushions

“spares market" will also wit­
ness a higher growth.

Sleps needed

The following are the steps 
needed to capitalise the opport­
unity o f auto rubber component 
industry, particularly for the new 
investors entering this field.

*  First the producers should 
try to becom e “first-tie r  
su p p liers" d irectly  
su pplying to the 
v eh ic le  m anu­
factu rers. N ational 
presence, timely del­
ivery, organisational 
in teg ra tio n , c o n ­
current engineering 
and technology etc, 
are needed to become 
first-tier suppliers.

“Brand building" is another 
important factor not only for 

local but also for internati­
onal market.

Development of a “systems 
selling approach” is another 
important factor conducive 

to make a fame for rubber 
sp are parts b u sin ess in 
K erala. In this approach,

Secondly, to capture 
R EP market, genuine 
parts will have to be 
supplied  at co m p etitiv e  
prices.

M anufacturers should set 
out to measure the service 
performance o f their prod­
ucts by using “Consumer

Projected  growth rates of 
different vehicles (up to 2000  AD)
Passenger cars 18-20%

Light commercial vehicles 14-15%

Heavy commercial vehicles 10-11%

Tractors 8 -9 %

Two wheelers 12 - 13%
Scooters 10-11%

Motor cycles 9 -10%

Mopeds 9 -10%

Scooterette 20 - 22%
Multi purpose vehciles 8%

assemble the parts made by 

small and tiny units in to a 

“System " and establish a 

com m on distribution cha­
nnel to supply to the OEM  

and R EP markets. □


