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Rubber thread 
industry 
in distress

t is high time that Indian rubber thread 
manufacturers took appropriate measures 
like improving plant efficiency, advance­

ment in latest technology, reduction in loss of 
production and introducing innov . ;e items to 
face the competition

T h e  ru b b e r th read  in d u stry  in 
th e  cou n try  is  in  ih e  d o ld ru m s as 
it is unp rep ared  to Jiv e  and  th riv e  
under the p resen t trade co n d itio n s. 
M ar.y un its a re  stru g glin g  fo r  su r­
v ival and  m an y a re  o n  the v e rg e  
o f  c lo su re . H o w  the ind u stry  c a n  
b e  rev ived , p rotected  and b e  m ad e 
coir.p etitive?

R u b b er th rea d , g e n era lly  m ad e 
by  e x tru sio n  o f  com p o u n d ed  N R  
la ie x . is o n e  o f  the im p o rtan t and  
w idely  co n su m e d  la te x  p ro d u c ts .

R ubber th re a d  is  use d  fo r  m a k in g  k n it te d  fa b r ic s  
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T h e  m a in  co n su m p tio n  o f  ru b b er 
th read  is in  the te x tile  industry fo r 
m aking knitted  and w oven  fab rics . 
T h is  p ro d u ct is n ow  m ark eted  in 
tw o d ifferen t fo rm s, v iz , non-heat 
re s is ta n t, g e n era lly  c a lle d  as  “o r ­
d in ary  g ra d e  th re a d ” and “ h eai- 
re s is fa n t ru b b e r thread  ( H R R T ) "

H R R T  p r o d u c e d  b y  th e  
o rg a n ise d  s e c to r  in Ind ia  is c o m ­
p arab le  w ith  those fro m  M ala y sia , 
w h ich  is the la rg e st p ro d u ce r  and 
e x p o r te r  o f  ru b b e r th read  in  the 
w o r ld . B u t  M a la y s ia n  ru b b e r  
th read  p lan ts  a re  m o re  e ff ic ie n t  
and c o s t-w is e  a lso  th ey  a re  m o re  
e c o n o m i c  p r o d u c e r s  o f  la t e x  
th read  in  th e  w o rld .

Tough competition
T h e ir  ro le  is v ery  p ro m in en t in 

In d ia n  m a rk e t to o , w h ich  a ffe c ts  
the h a p le ss  In d ian  th read  m an u ­
fa c tu re rs , w ho a re  n ow  q u eu ein g  
up b e fo re  c u sto m e rs  to  c re a te  a 
c ru c ia l ‘p oint o f  p u rch a se ’ . O f  c o ­
u rse , sa le s  a re  g o in g  up in  India 
w ith  the e n try  o f  n ew  cu sto m ers  
in  th is  lin e . G ro w th  o f  th e  end- 

'  u se  seg m e n t is a lso  g o in g  up. B u t 
new  m an u factu rin g  c a p a c itie s  are  
also  com ing up w hich m ake the situ­
ation  m o re  tough and co m p etitiv e . 

75 units
N ow  th ere  a re  ab o u t 7 5  u n its  in 

the organised  and unorganised  s e c ­
to r  p ro d u cin g  m o re  than  9 0 %  o f  
In d ia ’s  to ta l re q u ire m e n t. T h e y
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m a n u f a c t u r e  5 , 8 0 0  t o n n e s  o f  
H R R T  and 1 ,3 2 0  to n n e s  o f  o rd i­
nary thread s. B u t the total installed 
c a p a c ity  is a lm o st d o u b le  ( 1 1 .7 6 0  
tonnes) o f  the ex istin g  dem and and 
so m e u n its  h av e  v e ry  lo w  c a p a c ­
ity u tilisa tio n .

B e f o r e  th e  c o m m e n c e m e n t o f  
o rg a n ise d  u n its , a lm o s t the e n tire  
req u irem en t o f  H R R T  in  the cou n ­
try  w as b e in g  im p o rte d  resuU in g 
in the d ra in ag e  o f  v a lu a b le  fo re ig n  
e x c h a n g e . B u t to d ay , the industry 
has su cce e d ed  in re p la c in g  a lm o st 
9 5 %  o f  th e  H R R T  b e in g  im p orted  
into  In d ia  th ereb y  sa v in g  p rec io u s 
fo re ig n  e x c h a n g e  fo r  th e  co u n try . 
B e s id e s , th e  in d u stry  is  a lso  c a ­
p ab le  to e a rn  fo re ig n  e x c h a n g e  by  
w ay o f  e x p o r ts  an d  th is  is  p o ised
10 g o  up to  R s .  1 1 5  m il lio n  so o n .

Y e t ,  th is  o rg a n ise d  b u t d esp er­
a te  s e g m e n t o f  the 
ru b b er thread  indus­
try  is  h e a d in g  fo r  
the s ic k  b a y  and un­
less  re m ed ia l m e a ­
su re s  a r e  ta k e n  it 
m ig h t  e n d  u p  in  
natu ral d ea th .

L o w  im p o rt duty 
and c o m p a ra tiv e ly  
lo w er c o s t  o f  p ro ­
d u ctio n  in  the w orld  
m ark et a re  th e  m ain  
p r o b l e m s  b e in g  
faced  by th is sec to r.
P ro d u ct in n o v a tio n  
and m a in te n a n ce  o f  
q u a lity  a t in te r n a ­
tional s tan d ard s a re  
th e  o th e r  f a c to r s .
T h r e a d  m a n u f a ­
c tu rin g  u n its  in  In ­
d ia  a re  s in g u la r ly  
u n p rep ared  to  liv e  
and tliriv e  u n d er the p re s e n t trade 
con d itio n s.

No choice
It is  n oted  th a t m an y im p o rte rs  

in  Ind ia  h a v e  b e e n  im p o rtin g  not 
so  g o o d  q u a lity  ru b b e r  th read  at 
r id icu lo u s ly  lo w  p r ic e s  b e tw e e n  
U S  S i . 2 5  and $ 1 .4 0  p e r  k g . E v e n  
w ith  a ll d u tie s  and ta x e s , th is  w ill 
w o rk  out c h e a p e r  th a n  th e  lo ca lly  
p ro d u ced  th re a d : T h e r e f o r e ,  in 
m an y in s ta n c e s , th e  lo c a l  thread  
m a n u fa c tu re rs  a re  su p p ly in g  ru b­
b e r  th read  at im p o rt p a rity  p r ic e s  
to  c o n s u m e r s .  T h e y  h a v e  n o  
c h o ic e , b u t to  m a tch  th e  im p o n  
p rice  w ith  m u ch  d if f ic u lty ; o th e r­

w is e , the c o n su m e rs  w ill im p o rt 
th read .

A llo w in g  im p o rts  a t re d u c e d  
im p o rt duty w ill a d v e rse ly  a f fe c t  
b o th  o rg a n ised  and  u n o rg a n ise d  
t h r e a d  m a n u f a c t u r e r s  a l i k e ,  
th e re b y  je o p a rd is in g  e m p lo y m en t 
o f  thou sand s o f  w o rk e rs  in  d ire c t  
and  in d irec t e m p lo y m e n t. M a n y  
o rg a n ise d  and  u n o rg a n ise d  u n its  
w ill  h a v e  to  cm  d o w n  p ro d u ctio n  
i f  th e  cu s to m s  d u ty  o n  r u b b e r  
th read  and e la s tic  tap e  is b ro u g h t 
d o w n  to  a  m in im u m  lev e l o f  2 0  
to  2 5  % .

Tough competition
W ith  the e m e rg e n c e  o f  o r g a ­

n ised  u n its , c a p a c ity  e x c e e d s  d e ­
m an d  and  c o m p e titio n  b e c o m e s  
cu t th ro at. S in ce  the p rice s  a re  ru l­
in g  u n d er ro c k  b o tto m , the c o n -

Rub^'sr thread in various forms

c e n tra tio n  is in o th e r  te rm s lik e  
m o r e  c re d it  and d isco u n ts . It is 
n o te d  th at a  lot o f  m o n ey  is s m c k  
in  the m a rk e t, and m an y u n its  a re  
h a v in g  v e ry  tough tim e  fo r  su r­
v iv in g  th e  co m p etitio n .

C o n sid e r in g  a b o v e  fa c ts , it is 
a p p r o p r ia te  to  in tro d u c e  s o m e  
d ra s tic  m ea su res  w h ich  ca n  h e lp  
to  p u t b ra k e  o n  im p o rt o f  ru b b er 
th re a d . In c re a se  o f  im p o rt duty 
and im p o sin g  anti-dum ping duties 
o n  ru b b e r  thread  a re  the e f fe c tiv e  
m e th o d s to  c h e c k  im p o rts . I t  is a 
k n o w n  fa c t  that m a n u fa c tu re rs  in 
M a la y s ia , T h ailan d  and In d on esia  
a re  s e llin g  threads e v en  b elo w  the
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c o s t  p r ic e  d u e  to  g lo b al co m r^ - 
tio n . T h e  U S A  h as  a lr e a d v T ^

p o sed  an ti-d u m p in g  duties as ^
as  4 0 %  o n  a ll m anufacturers r 
th e  F a r  E a s t .

T h read  com p an ies in these coun. 
tr ie s  a re  iu  th e  la rg e  sca le  s e ^ ' 
and  so  th ey  s c o r e  o v er sm all and 
m ed iu m  p la y e rs  fro m  other coun­
tr ie s . T h e ir  p la n t e ffic ien cy  is «  
the ra n g e  o f  9 0  to  9 5 % ,  and loss 
is accounted  b e lo w  1% , S in ce they 
g et su p erio r qualit>' latices in tank­
e rs  a t lo w  p r ic e s  they can  make 
b e tte r  re s u lts . T h e y  a lso  avail o f 
the supportive m easures from  their 
g o v e rn m e n ts  w h ich  bring  down 
th e ir  c o s ts  e v e n  fu rth er. Stability 
in  la te x  p r ic e  h e lp s  the M alaysian 
p la n ts  to  e n te r  in to  “co n tra c t"  for 
su p p ly  o f  th re a d s  a t a  fixed  price 

f o r  a lo n g  pe­
rio d . B ut the In­
d ian  manufactur­
e rs  are  quite of­
ten  found to re­
v is e  th e  p rice  
w h ich  is a  bad 
sym p tom  in any 
b u s in e ss . M ore­
o v e r ,  th ey  can 
n o t take advan­
ta g e  o f  any such 
s itu atio n  as they 
g e t  l a t e x  and 
c h e m i c a l s  at 
h ig h  p rices .

T h erefo re , it is 
h ig h  t im e , the 
I n d ia n  m an u f- 
a cm rers  took ap­
p r o p r ia te  m ea­
s u re s  to face  the 
e x is tin g  com pe- - 

titio n . Im p ro v in g  p lant effic ien cy , 
a d v an cem en t in la te s t  technology, 
red uction  in lo ss  o f  producdon, in­
tro d u cin g  in n o v a tiv e  item s, like  ̂• 
s ilic o n  c o a le d  ru b b e r  thread , pro* 
te in -fre e  ru b b e r  th re a d , and foo<^;; 
g ra d e  ru b b e r  th re a d  a re  som e o f  ̂  
th e  few  su ita b le  p ro m o tio n al p o l* '^  
c ie s  a u n it h a s  to  lo o k  into.

It is fe lt  th a t th e s e  prom otional 
p o lic ie s  su p p orted  w ith  short tenp 
G o v e rn m e n t p ro te c t iv e  m easur® ' 
lik e  in cre a sin g  o f  im p o rt duty 
d e fin ite ly  h e lp  m a k e  the Indian 
ru b b e r  th read  in d u stry  to  becoin® 
m o re  e f f ic ie n t  and  com p etitiv e
th e  g lo b a l m a rk e t.
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Another advantage o f  big units is 
that the new econom ic policy and 
re fo rm s a re  sk ew ed  m o re  in 
favour o f  tlie large and medium 
units. Foreig n  direct investm ent 
(FDT) is also becoming more app­
reciably in the large-scale sector. 
Capital also com es cheap for lar­
ger firm s. They offset their high­
er wages and salaries by em ployi­
ng m ore capital-intensive techno­
logy for thetr process activities.

Sm all industries often fall sick  
due to lack o f  financial support. 
Many banks are said to be relu c­
tant to lend to sm all units not- 
v. iLhslanding the guidelines o f  the 
R eserve Bank o f  India. E ven  the 
serv ices o f  good p ro fessio n als 
hardly ever are available to the 
small scale units. M ost p rofes­
sionals with good track  record  
now like to work only on big

raWe 2 Turnout and dropout in rubber Industry

Year Newly registered Registered in SSI sector Not renewed

1995-96 521 481 475

1996-97 -162 425 473

1997-98 480 402 446

1998-99 374 342 357

projecls. Sm all investors also lack 
the capacity to hold their output 
for long and may som etim es act 
illo g ica tly  and su ffer lo ss as a 
result.

It has been noted that registra­
tion o f  new units in the sm all sec­
tor has been decreasing during the 
last few  years. O f the 521 new 
units registered during 1995-96, as 
many as 481  w ere in the sm all 
sector. The new registrations cam e 
down to 3 7 4  units in 19 9 8 -9 9  o f  
which 342  units were In the small 
sector. T h e num ber o f  units that 
did not renew  their registration  
or turned sick  during the above 
period was 4 7 5  and 3 5 7  resp ec­
tively.

A recent study by two em inent 
econom ists based at M um bai re­
veals that medium-sized firm s top 
league in perform ance than sm all 
and liny firm s w hich grow  very 
slowly.

T lie Abid Hussain C om m itice’s 
recommendation o f  ‘d u ster appr­
oach’ (as clusters can enjoy tlic Ix:- 
nefits o f  econom ies o f  scale) se-

One can only hope 
that in spite of the 
many disturbing 
signals, the small 
and tiny units in the 
rubber industry will 
adopt tactical ' 
measures for survivaf 
in the years to comci
em s to be the appropriate siratto 
for the growth o f  small industri^

Strategy
T h e re  are  several things tli 

investors have to take into a 
count while sening up small i 
in the rubber sector.

• They should preferably plan?
run their units as ancillary« 
c o n ir a c i  su p p lier to large 
firm s. 4

• T h ey  should understand 
elem ent o f  risk in the endel 
our and keep o ff  if  the risk] 
too high.

• T hey  may em ploy nunlrni: 
permanent w orkers and wchI 
actively  with out-sourced aii 
part-tim e workers.

• T lic new entrepreneurs’ ac 
should be on creating  cort 
co m p ete n cies  and develc 
ment o f  human resources.*

• As quality is important tOi 
an entry in niche markets.lj 
ey should aim at quality u|̂  
adation and minimisation, 
w aste. Sm all units should' 
m e forward to establish joii 
minimum testing facilities-^

• C o n c e r te d  e f f o r ts  may 
made by industry associaticf 
or institutions to set up lab^
lories and regional testing^ 
ilities, preferably in 
w here m ore sm all scale ^  
ber goods units are clustet*?

T he paramount need in 
industrial segm ent is to i^ c ^


