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Cycle tyre-tube
Industry set for
vibrant growth

S. Mbhankumar

T he c>clc lyre .and lube

scctor is all sci to reap

Ilic benefits of a vibrant
growth in the bicycle indus-
try. It is just like its mother
iudusir>, lhe automobile lyre
indiistr>’, crouching for the big
moment. Among various
groups of rubber products.
c\clc tyre & tube is the second
largest sector in rubber usage,
automobile tyre topping the
list.

The Indian c>cle tyre-tube
industr)' seems to be fading,
and requires some drastic steps
as world market grows thick-
er every nionient. The
unorganised scctor has not
been able to reap the bcneHt
fully c\en from the domestic
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market. But the organised play-
ers are exploiting it.

The demand and supply
situation in the induslr>' spells
the need for capacitj' expan-
sion and diversification. Al-
though, between 1989-90 and
1995-96. the CAGR (com-
pound annual growih rate) in
production is only 10 per cent,
which shows an irregular
trends, the industry sources arc
expecting a liigh growih rate
in the future. The wide global
market n)ay also give good
scope in fuliirc. (he exploita-
tion of it so far is less than one
per cent. Several new projects
arc cxpectcd to come up in this
scctor. Bui. in spile of all the
talks not much is forthcoming.

Product range
Cycle t\re and rickshaw tvte
are the two broad categorieb.
the difTerence being that the
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latter has better reinforcemeni
and hence more strong than
the former. Weight of a rick-
shaw' tyre varies from 800 to
900 gms while a c>cie tyre's
weight varies between 725 to
850 gms. Total weight is more
due to higher tread thickness,
but the nibber compounds are
similar to those of c>'cle t)Tcs.
Both the t>res are generally
available in different sizes and
different colours. Fancy t>TC
are in small sizes with differ-
ent colours like red, blue, green,
yellow and so on. C>'cle tubes
arc of two types, jointed and
jointless. But>l tubes are also
popular in the market though
it is costly. But it possesses
se\'eral advantages like superi-
or air retention, more durabil-
ity and absence of frequent
pumping. Flat and broad t>Tes
usually used for mountain bikes
are called tyres for "all terrain
bikes (ATB)".

Wide variety

Cycle tyres in developed
countries can be of wide vari-
ety depending on the combina*
tion of material used to make
the conipound. its chord, (rend
pattern and sizes. The product
range that would emerge is:
Hilech gum-wall nylon c>cle
tyre - based on nylon chord &
EPDM rubber, wheel barrow
tyres, good quality nylon tyres
for specific inlernationnl brand
c>cles and ATB, BMX and 10
- 21 speed perfonnance bikes.

The Indian cycle tyre in-
dustr)’ can be divided inio the
organised sector consisting of
14 significant players account-
ing a major share of the local
and export markets and the
unorganised scctor consisting
of around 100 small players
supplying t>Tes/tubes to the
local replacement market. Ma-
jor chunk of the industO' is at
Ludhiana, followed by UP.
Calcutta. Gujarat. Maharashtra
& Tamil Nadu.

The two sectors have been
able to co-exist and grow' largly
owing to the diflcrence in qual-
ity and market segment. WOiile
the organised sector with ad-
\anccd technology and higher
investment has been mnnufnc-
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luring s\i)y:rior qvwlity lyres
nnd supply to OEM & export
market, the iinorgnniscd sec-
tor has found a nichc for iisclf
in low lIcclinology and invest-
ment. The requirement ofstan-
dard (ordinar>’) tyres for REP
market is generally met by the
unorganised sector.

M ajor customers

Amongst ihc user segment,
the OE consumers arc the most
important clients, but the tyre
manufacturers very' often get
lower prices from OE market,
«hich varies from 5 to 10 per
cent lo\Ner than dealer's net
price. However, since most of
the demand for standard and
new model t>TCS comes from
them, the OEM continues to
account for the lion’s sliarc of
the organised sector accoimt-
ing 30 to 40 per cent of the
total market.

Tabic 1

Production (Lakh nos.)

89-90 95-96 Combined
annual growth
rate %
821.68 U35.7S 9.91
782.26  1633.24 13.58
1603.94 3069.02 11.71

The REP market, compris-
ing the individual cycle own-
ers and rctail/wholcsalc deal-
ers arc also the major custom-
ers. This is the biggest seg-
ment of the market account-
ing for about 50 to 60 per cent
of the total market. Distribu-
tion to this sector are made
principally through retail
chain. Since the distribution
and selling cost of REP mar-
ket within and between differ-
ent areas is high, this sector is
price sensiti\e and prices are
usually 10 to 20 % higher
than the OE market.

The demand from the ex-
port market is growing signif-
icantly but served only a mar-
ginal profit. However. India’s
share in world market is abys-
mally low which is less th\an 1
per cent, though the countr>’
ranks second in production of
bicy cles. China has an e.xcep-
tionally larger share of 36 per

cent in world market followed
by Taiwan, the USA and Thai-
land. Considering the growth
performance of bicycle indus-
tn in the world the ITC rec-
ommended c>'cle tyre-tube as a
major iten) for e.xpori from a
developing country' like India.

The growth in the produc-
tion of cycle tyre and tube
showed irregular trends dur-
ing the last seven years. See
Table 1.

The rising costs have af-
fccted the margins of the in-
duslIT)' during the last twO
years. But recently, many
major companies have revised
the prices of finished prod-
ucts upward by 10 to 15 per
cent.

The domestic market for
ode tyre and tube is expect-
ed to grow in the coming
years. A major part of this
will be from the replacement
market. The growth in export
niarket will not be unifonu
for all the product segments.
Only fancy coloured tyres and
butyl tubes find apprecia-
tions in export market.

Scattered markets

The OE market is oligop-
oly in nature, and purchases
arc dicided by a few execu-
tives and convincing them is
not very difficult. Whereas the
REP market is widely scat-
tered. but mainly concentrat-
ed in low income groups. This
is because of the OPR (Own-
ership penetration rate) for
bic>cles in this category'. But
in high income category’ OPR
for bigcle declines systemat-
ically. However, the OPR rate
of school going children in
high and medium income cat-
egory is increasing every' year.
There is no s>stematic de-
marcation of REP market for
rural and urban areas as the
OPR of bicycles is more or
less matched in rural and ur-
ban markets.

There are better prospects
for the industry in terms of
demand and margins as there
is growing need for diversi-
fied products and coloured
t>Tes used in fancy c>cles.

Standard black lyres arc more
popular for rickshaw cycles.
At the same time butyl tubes
are getting more and more
acceptance in the domestic
market. In the export market,
the trend is towards nylon
tyres in various sizes to cater
to the demands of the leading
brands.

Paradoxical trends

Considering the present
state of the industry it seems
paradoxical that some of the
players are going for capacity
e.xpansion, though a substan-
tial part of the installed ca-
pacity has been lying idle,
particularly in the small
unorganised sector. But the
big players are operating at
90 per cent or c\en higher of
capacity and looking towards
the future with great anticipa-
tion.

A study conducted by the
Government of India had pro-
jected that the country’ would
require at Iciist 200 million
bic) clcs by the end ofthe cen-
tui>'. It is understood tlut. the
demand for bicycles will in-
crease as it is still the "most
handy and economical vehi-
cle" for millions. The esti-
mated production of bic>clcs
in 1996-97 would be around
120 lakhs which indicates the
total requirement ofc>clcl>res
and tubes as OEM \>ould be
240 lakhs each.

Even to tackle the export
market, the industry needs to
set up additional capacit) with
facilities for technolog) im-
provement which will entail
huge capital investment. How-
c\cT, the growth in manufac-
turing industr}- is e.xpected to
average around 8 per cent in
the future, which signifies the
entry of new units in this field.

Price war among the man-
ufacturers and financial strin-
gency arc the major problems
affecting the growth of the
industry. For success it is im-
perative to have qualit}’ con-
sciousness and product diver-
sification with emphasis on
export. (6]



