
Small units to face 
heavy odds in the 
' ew millennium
ĥe small rubber manufacturing units in the 

country are likely to have a tough time In the 
jiew millennium because of the uneven 
[competition they w/ill face in the wake of 
liberalisation and possible v\/ithdrawal of 
{referential treatment

T h e sniJitl ;hk1 liny units nrc 
p rcsciu ly  con iribu iing  substan­
tially to ihc rubber manut'acfuring 
indusiry. Only about less than one 
per cent o f  the non-tyre sector are 
large com panies with m ore tlian 
1 .(XM) tonne consunipuon o f  rub­
ber per year while 92  per cent are 
tim is with less than 100 tonnes o f  
annual consum ption. Only about 
7 .4  per cent o f  the units are o f  
niedium size.

Though ihc mainstay o f  Indian
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rubber indu.stry is the tyre sector, 
its share o f  rubber consumption 
fell to 44  per cent and that o f  the 
non-tyre sector rose to 5 6  per cent 
in l9 9 7 - ’98 . T he declining trend 
in tyre secto r’s rubber consum p­
tion was due to structural changes 
taking place in ihe econom y. For 
instance, at the end o f  1999 as 
many as 5 ,4 5 8  units w ere regis­
tered in the non-tyre sector.

H ow ever, in the new m illen­
nium , these sm all units are e x ­
pected  to face  som e new ch a l­
lenges and crises as a result o f  the 
W orld Trade Organisation (W TO ) 
r e g u la t io n s ,  e - c o m m e r c e ,  
g lobalisation etc. T h e  possibility 
o f  w ith d raw al o f  p re fe re n tia l 
treatment to small scale units from 
2 0 0 0  onw ards is likely lo make 
life hard for these sm all units.

B ein g  sm all is in itse lf a disad­
vantage. It is m ore so when the 
tiny and sm all units are left on a 
level-playing field where the me- 
dium -sized and big units have a 
c le a r  ed ge. M ost o f  the sm all 
u n its  m a n u fa c tu re  tra d itio n a l 
iteni.s like rubber chappal.s and 
o th e r  fo o tw e a r , c o n v e n tio n a l 
tread, moulded block item s, latex 
foam , rubber band and various 
low -cosi items.

But a host o f  these sm all and 
tiny units turn sick every year and 
som e even reach the verge o f  clo ­
su re, Y et this segm ent is deluged 
with new units every year. It Is 
because many young and inexpe­
rienced entrepreneurs obtain loans 
and start business without under­
standing the nitty-gritty o f  trade 
practices and m arket mechanism . 
T h e  result is excess capacity in 
m ost o f  the traditional product 
group segments which dampen the 
prospects o f  existing  players.

T h e  m ajor constraints o f  small 
and tiny units are operating  at 
lo w er eco n o m ies o f  s c a le , re ­
so u rces cru n ch, low er capacity  
utilisation, technological obsoles­
cence, information deficiency and 
poor product quality. On the other 
hand, the large com p anies and 
multinational corporations are en­
jo y in g  greater access  to capital 
m ark ets, superior business se r­
v ic e s  and  la te s t  te c h n o lo g y .
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