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OF T E N , c a p tiv e  m ark e t a n d  low ­
e r  ca p ac ity  u tilisa tio n  arc  asso- 

c ia ic d  w ith  in d u str ies  ch a rac te rised  
e ith e r by m o n o p o ly  o r  oligopoly . 
T h e  eo m p lem c n ta ry  fea tu res o f  such 
a  m ark e t s i tu a tio n  are  h igh  costs, 
h igh  p rices a n d  re la tive ly  h igher 
p ro fits . H o w e v er, in cc rta in  speci­
fic cases, it  is n o t necessa’ry  th a t 
th e  p ro d u c t o r  th e  in d u s try  in 
q u es tio n  en jo y  a  se ller 's  m arket. 
It is possib le to  a ttr ib u te  various 
reaso n s fo r su ch  d ev ia tio n  fro m  ihe 
generally  ac cc p te d  line o f  m arket 
b eh av io u r.

O ne o f  th e  possib le reasons w ould 
be a  re m a rk a b le  d ifference in  the 
qu a lity  o r th e  techno log ical su p erio ­
rity  o f  th e  p ro d u c t co ncerned  am o n g  
co u n trie s  o r  firm s m an u fa ctu rin g  
it. T h e  p ro b le m  becom es m ore 
serious if  ih e  p ro d u c t in question  

, is an  in te rm ed ia te  p ro d u c t, s in e ; 
th e  co n su m in g  in d u s try  s tan d s lo  
gain  a  lo t by  using  th e  ie c h n o lo g i- 

t  cally su p e r io r  in p u t fo r its p ro d u c t
^ w hich  is exposed  to  s tiff in tern a tio n a l

co n tp e lilio n .

T h e  e la stic  ru b b e r th re a d  m anu- 
fac turirtg  in d u s try  in  In d ia  is a 
classic exam ple o f  su ch  a  s itu a tio n  
w hich  h as  a  c a p tiv e  in te rn a l m arke t, 
b u t is unab le  to  increase its p ro ­
d u c tio n  ow ing  to  th e  d isp ro p o rti-
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onate ly  g row ing  ex p o rl-o rien ta tion  
o f  the consum ing  industry .

T h is ariic lc  is an  a ttem p t to  
analyse llie m ajor problem s facing 
th e  elastic ru b b er th rea d  m an u ­
fac tu rin g  industry  in India. The 
study  assum es significance as a 
p ioneering  effort to  un d ers ta n d  (he

Th e  e la s t ic  rubber th re­
a d  m a n u fa ctu rin g  indu­
s t ry  in India is  a  c la s s ic  
ex am p le  o f a  queer m a r­
ket s itu atio n . D esp ite  
a  ca p tiv e  m arke t w h ere  
d em an d  is in creasin g  
stea d ily , the  in d u stry  is  
u nab le  to  m eet th e  dem ­
a n d  w ith  q u ality  su p p ­
lies. In fa c t , the  produ­
ctio n  c a p a c ity  is  g ro­
s s ly  u nd erutilised  to  
th e  ex ten t o f over 5 0  
per cent.

problem s facing ihe industry .

Elastic ru b b e r tiiread , also  know n 
as ru bber llircad , is m anufactu red  
from  concen tra ted  latex. Tire 
begining o f  its com m ercial p ro ­
d uction  in  Ind ia  can  be traced  
10 the late I950’s. A n im p o rtan t

characteristic  o f the rubber thread  
m anufactu ring  indusiry in the coun- 
iry  is th a t  its p roduction  is reserv­
ed  for the sm all-scale sector as a 
policy by the C entra l G overnm ent. 
A ccording to  the available data , 
there were 48 units in the country 
m anufacturing  rubber thread  in 
1985-86 (see Table 1).

C oncentration  o f Units

F rom  T able 1. ii is evident that 
G u ja ra t an d  K erala account for 
68 per cent o f  the to tal num ber o f 
existing units, which suggests the 
prevalence o f  a  considerable degree 
o f  geographical concentra tion  in 
the m anufacturing  o f  this product. 
M oreover, G u jara t, K erala and  
Tam il N adu account for 84.43 per 
cent o f  the to ia l installed capacity 
an d  82.51 per cent o f  the to tal 
p ro d u c tio n  in the country . Ttve 
concen tra tion  in  geographical d is­
trib u tio n  an d  production  suggest 
tha t the loca tion  o f  the m anu­
facturing  units m ainly depend on 
tw o factors, viz. (a) easy availa­
bility  o f  raw  m aterials an d  (b) 
easy accessibility to the m arket. 
G u ja ra t has a  concentra tion  o f 
the consum ing industry, m aking use 
o f  e lastic  th read  in readym ade gar­
m ents an d  hosiery products. T iru- 
p u r in Tam il N adu  also has the 
sam e characteristic , while K erala is 
the sincle largest p roducer o f  the 
ch ief raw  m ateria l, concen tra ted  la t­
ex. T here are considerable differenc­
es am onti the units w ith  regard to
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T A BLE 1 S tate-w ise di<>iribution o f  rubber thread manufacluririK units 
in India during 1985-86

T o ta l T o ta l %  sh are  in  %  sh are  in
insta ll- p ro d u c lio n  to ta l  in s ta ll-  p ro d u c tio n

S ta les

G u ja ra t  

K e ra la  

T a m il  N a d u  

M a h a ra s h tra  

K a rn a ta k a  

D elh i 

G r a n d  to ta l

N o ,o f  cd  cap  
u n its  ac ity  (in  M T ) 

( in  M T )

ed  c a p a c ity  in the 
in  th e  co u n try
co u n iry

19

13

9

4

1085

430

600

270

80

40

394.459

180.371

84.825

117.607

3.000

19.222

43.31

17.17

23.95

10.78

3.19

i.6 0

49.34

22.56

10.61

14.71

0.38

2.40

48 2505 799.484 100,00 100.00

S o u rce  ; R e iu rn s fr o m  41 rubber ih read  m am i/aciuring  iiiiiis

N o te  ; A m o n g  the 48  units, 7 are new  un its which have nor reported
either in sta lled  capac ity  or produclion .

in s ta lle d  ca p ac ity  a n d  ca p a c ity  u ti­
lisa tio n . T h e  av erag e  c a p a c ity  u ti­
l isa tio n  fo r  th e  in d u s try  is  e s ti­
m a te d  to  b e  o n ly  31.92 pe rcen t, 
jn te r- re g io n a l d ifferences in  c a p a ­
c ity  u ti lis a t io n  a re  a lso  co n s id e rab le  
a n d  D elh i a n d  M a h a ra s h tra  arc  
a h e a d  o f  o th e r  s ta tes  in  th is  respect.

Low capacity utilisation

T h u s  it ap p e a rs  fro m  th e  a v a ila ­
ble in fo rm a tio n  th a t  one o f  the 
m a jo r  p ro b le m s fac ing  the in d u s try  
is  low er ca p a c ity  u tilisa tio n . Even 
i f  d u e  allow 'ance is given  to  the 
p o ssib le  u n d e r-re p o rtin g  o f  p ro ­
d u c tio n  by th e  u n its , th e re  a re  a t  
le a st th ree  im p o rta n t  fa c to rs  re s ­
po n s ib le  fo r th e  low er cap ac ity  
u tilis a tio n . F irs t o f  a ll, m an y  o f  
th e  u n its  d o  n o t have well e s ta ­
b lish e d  m ark e iin g  o u tle ts  so  as  to  
en h a n c e  p ro d u c tio n  up  lo  the d es ir­
ed  levels v is-a-v is th e  p revailing  
deg ree  o f  c o m p e titio n  in  the m ark e t 
S eco n d ly , m an y  o f  these sm all-scale 
u n its  lac k  su ffic ien t fu n d s  to  w ith ­
s ta n d  a  w o rk in g  c a p ita l crisis in 
th e  ab sc n ce  o f  tim e ly  re a lisa tio n  o f  
sa le  p ro c eed s B ut, th e  m o st im ­

p o r ta n t  fa c to r  b eh in d  th e  low er 
levels o f  ca p ac ity  u tilisa tio n  ap p e ars  
to  be th e  ex a ctin g  d em a n d s  an d  
g ro w in g  so p h is tic a tio n  o f  th e  c o n ­
su m in g  in d u s try , w h ich  re q u ires  a 
ca re fu l analysis.

In  In d ia , d iffe ren t types o f  ru b b e r 
th re a d , vary ing  in size a n d  qu ality , 
a rc  m a n u fa c tu re d . U sually , the size 
is expressed  in  te rm s  o f  th e  “ c o u n ts .” 
T h e  h ig h er th e  c o u n t, th e  low er the 
d ia m e te r  o f  th e  th re a d a n d  vice versa. 
I t  is e s tim a te d  th a t  m ore  th an  
70 p er ce n t o f  the ru b b e r th read  
m an u fa c tu re d  in  the co u n try  b e ­
longs to  th e  ca teg o ry  o f  c o u n ts  
vary ing  fro m  28 to  36. O nly  a  h a n d ­
ful o f  u n its  a rc  m a n u fa c tu rin g  ru b b e r 
th re a d  hav in g  c o u n ts  a b o v e  60 
w h ich  a rc  expensive a n d  te c h n o lo ­
gica lly  sup erio r .

T h e  c o n su m in g  in d u stry , co n sis t­
ing m ain ly  o f  re ad y m ad e garm en t 
nm king  un its a n d  th e  hosiery  units, 
can  be b ro a d ly  classified in to  two. 
O ne sec to r is m ain ly  export-o rio n ied  
w hereas th e  o th e r  is ca terin g  to  the 
in te rn a l m ark e t. T h e  ex p o rt-o ri­
en te d  sec to r req u ires  ru b b e r th rea d

o f  h igher c o u n t having “ hcai 
re s is tan c e” . T he quality  o f  non­
h ea t re s is tan t variety  o f  cystic 
th re a d  d e te rio ra tes  o n  account of 
o x id a tio n  d u rin g  repeated  washing 
in  w arm  w a te r a n d  dry ing  in hot 
a ir. T h erefo re , consum ing  indus­
tries p re fer th e  hea t-resistan t varietv.

F o r m an u fa ctu rin g  hcat-resisiant 
e lastic  th rea d , a  pow erful non­
sta in in g  type an ti-o x id an i is to be 
used tti th e  latex com pound. 
T he a n ti-o x id an t ac tiv ity  o f the 
chem ical ava ilab le in In d ia  is very 
p oor. H ow ever, it appears that 
the ex isting  m anufactu ring  units 
are  re lu c tan t to  im p o rt the required 
chem ical. T h u s, the ru b b e r thread 
hav ing  hea t resistance quality  of 
co m p a rab le  in tern a tio n a l standards, 
is im p o rte d  'by the export-oriented 
c o n su m in g  u n its  w hich utilise the 
facility  o f  rep len ishm en t allowaqce 
ag a in st th e ir export o f  reaxiymadc 
ga.rm cnts a n d  hosiery  item s. Acc­
ord ing ly , o u r  dependence on coun- 
tries such  as M alaysia , Japan  and 
UK arc  increasing  steadily. (Sec 
T ab le  II).

As can  be seen in T able il .  India 
has im p o rted  m ore  th a n  86 tonnes 
o f  ru b b e r th re a d  from  five major 
supp lie rs d u rin g  1984-85. The 
re ad y m ad e garm en ts  an d  hosiery 
item s have m ade steady  increase 
in th e  ex p o rt earn ings in the facc 
o f  s tiff co m p e titio n  from  Taiwan. 
C h in a  a n d  S ou th  K orea, li is 
es tim ated  th a t  a t  p resent the export 
ea rn ings from  these tw o items are 
m ore th a n  Rs, 800 cro re  and  there 
are  indico.tions th a t this positive 
trend  o f  increasing  exports will 
resu lt in g row ing  dependence on 
im p o rts  o f  ru b b e r th read  in the 
com in g  years.

C o n s t r a in t s  f o r  u p g ra d a tio n

T he forego ing  analysis is suggesjj 
ive o f  th e  need fo r a steady up- 
g ra d a lio n  o f  o u r  existing techno­
logy. w hich  has to  be brought m 
line w ith  the in tern a tio n a l standards 
from  a  long  term  perspective. 
it is po in ted  o u t th a t th e re  are 
built-in  co n stra in ts  fo r s u c h  a chan­
ge ow ing lo  the follow ing reasons.

(a) In itial investm ent required for 
es tab lish ing  a  plant 
fac tu re  ru b b er th rea d  o f  higj^r
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heatc o u n ts  w ith  hea t resistance 
q u ality  will b e  very  h igh  c o m ­
pared  to  th e  ex is tin g  p lan ts.

(b) As th re a d  m p.nufacture is re ser­
ved fo r sm all sec to r , th e  m in im ­
um  insta lled  ca p ac ity  o f  su ch  a 
p lan t will n o t be in tu n e  w ith  
th e  p resen t G o v e rn m e n t policy, 
since the un it ca n  no  longer 
be ca teg o rised  as sm all.

A n o th er im p o rta n t  aspect 
w h ich  deserves a t te n tio n  is 
th e  cost o f  p ro d u c tio n . It is 
rep o rted  th a t  th e  co s t o f  p ro d u c tio n  
fo r th e  low er c o u n ts  varies from  
Rs. 30 to  R s. 32 a n d  fo r h igher 
co u n ts  it va.ries fro m  Rs. 50 to 
Rs. 55 per kg. T h e  c o s t o f  p ro ­
d u c tio n  m ain ly  d ep e n d s  o n  the 
co u n ts , since w ith  th e  increase in 
co u n ts , the to ta l  p ro d u c tio n  com es 
do w n  a n d  co n se q u en tly  th e  un it 
cost o f  p ro d u c tio n  goes up  d u e  to  
relatively h igher over h ea d s a n d  esta.- 
b lishm ent chargcs a d d e d  to  the 
variab le costs. T h e  m ate ria l w aste 
is a lso  h igher fo r p ro d u c in g  highe*' 
co u n t th rea d s  o f  co n sis ten t quality .

in In d ia , ru b b e r  th rea d  o f  low er 
c o u n ts  is m an u fa c tu re d  m ain ly  from  
th e  c rcam e d  latex , w hereas c e n tri­
fuged  latex  is used for h igher coun ts. 
T o  a  large ex ten t, th is p rac tice  also  
ex p la in s  th e  re la tive ly  h igher costs 
o f  p ro d u c iio n  fo r the h igher coun ts.

Garments and hosiery units

A s m en tio n ed  ea rlie r, th e  c o n ­
su m p tio n  sec to r consists m ain ly  o f  
the re ad y m ad e g a rn \e n t m ak ing  
u n its a n d  the hosiery  units. T he 
to ta l co n su m p tio n  o f  ru b b e r th rea d  
in In d ia  in 1985-86 is es tim ated  
to  be 970  tonnes. A n im p o rtan t 
c h a rac teris tic  o f  ru b b e r th re a d  m a rk ­
e ting  a r ran g e m en ts  in the co u n try  
is th a t  c o m p a re d  to  m any  o th e r 
la tex -b ased  ru b b e r g o o d s, th e  role 
o f  in te rm ed ia ries  is lim ited . T he 
on ly  n o tab le  e x c ep tio n  is th e  p rese­
nce o f  b ra d in g  un its w h ich  p u r­
ch ase  the ru b b e r th re a d  a n d  process 
it to  su it th e  re q u irem en ts  o f  the 
co n su m in g  in d u s try . H ow ever, 
a va ilab le  in fo rm a tio n  ten d s  to  sugg­
est th a t m any o f  the c o n su m in g  units 
prefer to  p u rc h ase  d irec tly  from  
th e  ru b b e r th re a d  m an u fa c tu rin g  
u n its to  su it th e ir o w n  specifications 
re g ard in g  elastic  b rad in g .it is a lso  w o r th  m e n tio n in g  th a t

T A B L E  II . In d ia 's  im port o f rubber thread

As is ev iden t from  th e  availab le 
d a ta , th e  p resen t level o f  p ro d u c tio n  
o f  ru b b e r th rea d  in  In d ia  is  in ­
sufficient to  m eet the requ irem en ts 
b o th  in q u a lity  a n d  q u an tity . T he 
stead ily  increasing  dependence  on 
im p o rts  is necessitated  by the g row ­
ing ex p o rt o rie n ta tio n  o f  th e  c o n ­
su m in g  in d u stry  w hich is facing 
stiff c o m p e titio n  in th e  in tern a tio n a l 
m ark e t. T h e  quality  o f  th e  c lastic  
th rea d  is very im p o rta n t in the case 
o f  ex p o rt-o rien ted  un its  an d  th e re ­
fo re, th e  fu tu re  p ro sp e cts  o f  the 
co n v en tio n a l grades o f  th re a d  m an u ­
fa c tu re d  in In d ia  m ain ly  depends 
o n  th e  ra te  o f  g ro w th  o f  p ro d u c tio n  
o f  re.’ d ym ade garm en ts  a n d  hosiery 
item s to  feed the in te rn a l m ark e t.

B ut th ere  arc  ind ica tions  to  sug ­
gest th a t  the in tern a l m ark e t also  
will be tu rn in g  quality -consc ious, 
as a  re su lt o f  w hich th ere  will b^ 
m ore  d em a n d  fo r re adym ade g a r­
m en ts a n d  hosiery  item s b ac k ed  by 
q ualita tive ly  su p erio r ru b b e r th rea d  
w ith  hea l re sistance. T h is  o f  course , 
will tak e  tim e since it d ep e n d s  on 
a  n u m b er o f  in te rd e p en d en t v a r ia ­
bles ra n g in g  from  changes in  per 
c a p ita  incom e, level o f  aw areness

1982-83 1983-84 1984-85

C o u n try  / year Q u a n tity  

(in  kg)

V alue 

(in  Rs.)

U n it 
V alue 

(in  Rs.)

Q u a n tity  

(in  kg)

V alue 

(in  Rs.)

U n it Q u a n tity  
Value
(in  R s.) (in  kg)

V alue 

{in Rs.)

U n it 
V alue 

(in  Rs.)

Japan 1,005 52,972 52.71 3,692 2,13,651 57.87 2.933 2.14,701 73.20

M alaysia 2,002 47,414 23.68 16,298 5,17.740 31.77 64,802 23,46,869 36.22

S ingapore 5.197 1,26.943 24.43 2,789 99,442 35.66 498 18.387 36.92

UK 7,439 10.27.062 138.06 11.023 3.57,194 32.40 17,867 6.45,321 36.12

G D R _ 555 14,888 26.82 - - -

Italy — — — - - 87 3.543 40.72

Luxem burg _ - 192 72.013 375.07 - - -

T o ta l 15.643 I2;54,391 80.19* 34,549 12,74,928 36.90 " 86.187 32.28,821 37.46*

S ource : M onth ly  s ta iis t i is  o f  Foreign Trade o f  ImUa, ^ o !  11 (It»poris), D ireclorale G eneral o f
C om m ercia l In telligence S ta tis tics , G overtunent o f  Indio, f o r  respective years. 

__________* A verage unit co st
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o f  q u a lity , th e  re la tiv e  p rices  cic . 
B ut th e  m o s t s trik in g  fe a tu re  is 
th a t  In d ia  is  su ch  a  v a s t m ark e t
I h a t 50 p e r  ce m  o f  its p o te n tia l is 
yet to  be ta p p e d . In th a t  sense, 
th e  ex is tin g  p o te n tia l fo r co v e n tio n a l 
g ra d e s  o f  ru b b e r th re a d  is yet to  
rip e n  fo r e x p lo ita tio n . F ro m  a 
p o licy  ang le , w h a t is re q u ire d  is 
a  ju d ic io u s  p o licy  o f  a c c o m m o d a t­
in g  th e  p re sen t s tru c tu re , w hile 
m a k in g  all elTorts to  u p g ra d e  th e  
e x is tin g  tec h n o lo g y  in  a  p h ase d  
m a n n e r to  su it th e  In d ia n  co n d itio n s  
fo r  lay ing  d u e  em p h a sis  on  the 
e x p o r t-o r ie n ta tio n  o f  th e  co su m - 
ing  in d u stry .

P ric e s  and  pro fitab ility

T h e  av e rag e  c a p a c ity  u tilisa tio n  
in  th e  in d u s try  is  less th a n  50 per 
c e n t a n d  th e re  a re  a  few un its 
w h ich  a re  p ra c tica lly  idle. B ut th e  
w e ll-es tab lish ed  u n its  w h ich  
h av e  been  a b le  to  b u ild  u p  th e ir 
o w n  m a rk e tin g  o u tle ts  are  m ak ing  
re a so n a b ly  g o o d  p ro fit m arg in s  as

is e v id e n t from  th e  p revailing  m ark e t 
prices. 1 he p re sen t av erag e  m ark e t 
prices fo r ih e  low er c o u n ts  range 
betw een Rs. 35 a n d  Rs. 40 per 
k g  a n d  fo r th e  h igher c o u n ts  it is 
betw een R s. 55 a n d  R s. 75 p er kg. 
dep e n d in g  u p o n  th e  q u ality  o f  the 
p ro d u c t.

O ne o f  the m ain  d e te rm in a n ts  o f  
p ro fit m arg in  is th e  fluctuating  
prices o f  latex  co n c en tra te s , fo r 
w hich  (here ex ists a  m ark e t s itu a tio n  
s im ila r to  o ligopo ly . A n o th e r  im ­
p o r ta n t  fa c to r  w h ich  ap p e ars  to  
influence p ro fit m arg ins is th e  lo ca t­
ion  o f  th e  u n its  since th e  p a tte rn  
o f  th e  g eo g rap h ica l c o n c e n tra tio n  
o f  th is  in d u s try  suggests c o n s id e ra ­
b le sav ings o n  tra n s p o r ta tio n  costs 
b e in g  n ea re r c ith e r  to  th e  term inal 
m ark e ts  o r  to  th e  so u rces  o f  raw - 
m ate ria l sup p ly . T h is  p a tte rn  o f .  
c lm te rin g  o f  th e  m a n u fa c tu rin g  
u n its  c o n fo rm s  w ith  th e  lam ilia r ca s ­
es o f  in d iv id u a l in d u str ies  w h ich  do  
hav e  re g io n a l c o n c e n tra tio n  e ith e r 
o n  a c c o u n t o f  easy  av a ila b ility  o f

_____________
th e  basic raw -m ate ria i o r due to 
the easy  accessib ility  to  the market.

Technology upgradatlon

E ven th o u g h  th e  scope o f  this 
ar tic le  is lim ited  fo r w an t o f  ade­
q u a te  d a ta , it gives a  b ro a d  indi­
ca tio n  w hich  is suggestive o f  the 
fu tu re  p rospects  o f  the ru bber thread 
m an u fa c tu rin g  in d u s try  in India 
T h e  high  co st regim e ow ing to 
th e  low er c a p ac ity  u tilisation  in 
th e  in d u s try  is susta in ed  by the 
c a p tiv e  m ark e t a n d  favourable 
G o v e rn m en t policy. A cross indus­
tries a n d  n atio n s , it is com m on 
experience th a t  an y  positive change 
in co n su m p tio n  techno logy  will 
n a tu ra lly  induce s im ila r change.'; 
in  in te rm ed ia te  m an u fa ctu rin g  and 
a llied  areas . T he h esita tio n  to 
sw itch  o ver to  new  technology may 
u ltim a te ly  p rove  to  be counter­
p ro d u c tiv e  in the long  ru n  in the 
case o f  th is in term ed ia te  processing 
in d u s try  w hich  a t  p resen t enjoys a 
cap tiv e  m ark e t. □

MODERN

Crumb Rubber Dryer
W ith choice o f heater in :

ELECTRIC 
DIESEL FIRED 
FURNACE OIL FIRED 
LOCO / FIRE-WOOD FIRED

Manufactured by :

PREMIER ENGINEERING PRODUCTS
0. R. C, Building, M. G. Road, Cochin-16

Conversion o f heater from  electric to  other type of fuel heating is also undertaken
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