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Rubber isaversatile industrial raw material indispensable for modem living. To
begin with, rubber plantations were the only source of supply of rubber in the world.
However, the emergence of synthetic rubber changed the situation altogether. It was
thenthought that synthetic rubber with its ability to meet stringent specificationswould
eventually eclipse natural rubber in the world polymer market The rubber plantation
industry with its resilience to absorb stresses and strains, however, withstocd success-
fully this threatand continued to flourish to supplement the total rubber requirements.

India has the unique distinction of having developed simultaneously a fast .
grossing rubber plantation industry side by side with an equally dynamic rubber goods
manufacturing industry. The total production of natural rubber (NR) in 1970-'71 was,,
only 92171 M.T. which increased to 153100 M.T. by 1980-"81. The uptrend in production .
continued and by 1990-'91 total NR production scaled a peak of 329,615 M.T. It is.’
anticipated that NR production will rise further to 365,000 M.T. by 1991-'92. This
spectacular growth hasbeenbroughtabout by extension of area under rubber, system-
atic replantation of old uneconomic trees with high yielding varieties and successful
introduction of technical innovations in agricultural practices and crop harvesting. The
efficiency of the industry istruly reflected in the consistentuptrend in productivity. The
yield per hectare which was only 653 Kgs in 1970-71 has gone up to 7MKkgs by iSSCh'SI.
By 1985-"86, it has further increased to 890Kgs. By the close of the last decade the yield
per hectare reacfed the level of 1076Kg. Itis project” that Itwill rise to 1300Kgsby 1994-
'95 and by the close of the century may touch 1ISOOKgs.

Consumftioh of rubber is considered as the true barometer of the progress of ’
the rubber industry. The rubber good” manu”cturing industry has also recorded .
commendable progress during "e last decade. The industry recorded an ?\'erage
componnd g;rowih rate of 7.6% per yectfduring thisperiod. TI"eg”rowtb” the industry ,,

from 1985-""to I-)89-'90waseven more remarkable with an anmial average rate of pver
9%.

Anotablefeatureoftheconsimiption.pattemin thecountiy isthe prcdomir\ance
of XR. Dirrin”* theyear 1°9-90 theratio of coRSuinption o£NR and 5R was 79:21. This
is in sharp amtrast to the glob” patten of 34”. Taking into account the actual
requirementsof SRand also the production and expansion progranunesenvisaged for
it during the coming years, it can be assumed that iie ratio may remain more or less at
the same level, tin theend ofthepresentcentury. Thedetailsof production,consumptioa’
and imports are depict”™ in Annexure-L

Against the above bacl”round let us examine how best we cotstd forcsoe
shape of things to emerge in the rubber arena by the close of the present century. Atdie -
very outset it has to be stated that projectioi« of this nature are very complex and
complicated and sublet to lot of criticisms™ This is mainly due to the fact that
assumptions based on whichprojectionsare made canundergo changcs which could not
boanticipated. At the same time, projections madeon the basis of past trends alone may
be devoid of realium as the different variables which have direct or indirect impact on
production and consumption may undergo changes in varying extent. Even with these
limitations, some projections become inevitable wthout which we cannot prepare the
industry to meet the various challenges that lay ahead. The best course of action would
therefore be to go in for a modest projection.

~ The anticipated production and consumption of NR could be in the following
maruien-

The trends unmistakable point towards the gradual narrowing down of the gap
bet"veen production and consumption.

The projected consumption has to be looked into in little more detail so as to
identify the opportunities and prospects that will be opened up for the NR industry. For
this purpose the grade-wise demand is projected in Annexure-IL For comparison
purpose, the position in 1990-'91 isalsoshown alongwith the projections. While making
the grade-wise projection only grades con\monly inuse now arc taken into account. Due
to technical advancement taking place in the rubber manufacturing industry, demand
may be generated for certain speciality rubbers. The demand for such rubb«” is not



projcctcd mainly becAusc of the uncertainty on the extent of its acceptability and use by
the Indian industry. The demand for such rubbers will have to be accomodated within
the total projected demand for the grades which will be replaced by such speciality
rubbers.

After having scon the future situation In detail let us see how best the opportu-
nities and prospccts generated during the present decade can bc.fully utilised and the
challenges effectively met by the NR industry.

Self sufficiency And Us Implications

The very fact that we have been producing less than our internal requirement
had in the past instilled a sense of security and confidence among the planting
community. It is however not forgotten that we have had problems of excess supplies
and fall inmarket pricesin the past. Uwelookback; It will be seenthat Inthe period from
1970-71 to 1977-78 the industry passed through a critical phase. In 1972*73 there was
excess production which paved the way for export of 2700 M.T. of NR in 1973-74. A
similar situation had arisen in 1976-77 and 1977-78 when production was in excess of
internal demand. As done earlier, export of NR was resorted to in 1976-77 to the tune
of 12296M.T. In 1977-78 a total quantity of 11078 M.T. of NR was exp**rted. Since then
consumption had always been far ahead of production. The import of rubber has been
steadily increasing from 9250 M.T. in 1980-"81 to 59,835 in 1988-'89. In 1990*91 the total
quantity of NR imported was 51,942 M.T.

It would therefore appear thata situation similar to that of the seventies may
emerge during the present decade also. a long term perspective is taken, it will
become clear that this wil only be a transient phase which will soon getcorrected as in
the -past. The NR iji4;istry was able to tixie over such “iiticulties in the past with
commendable expedi”cy which makes itxronHdent to face any challenge of this nature
if it comesTip.

TI® above analysis doe« not in any way -paint a gloomy picture for the NR
indtistry in.the comingyears. Tisere isaftelingamocgthe planters™ tselfsufficiency
in ruiAer could ordy bring miseries to the Nil industry. It should not be forgotten ™ t
self sufficiency under ideal situations means continued sustained growth for the
industry-Inother words’self sufficiency need notimply stagnation. Butat the sametime
ibis is a .situatkuv.”i“aUing ihe vital .need, for tixn"y artioo to correct temporary

‘imb”ancesin demand ah”supply before they get out ofhands. Recent developments
ontheindustrial front particularty after the announcemientofa liberal indusbial policy
the Govemn”rvtai™  thrustlaid oairvaxinu”tion of exports have brightened up
the prospects of consumption of rubber. Similarly, the anticipation of attaining self
sufficiency does I’ot in any way deter those.who intend to invest in rubber planting. It
istobe understocd inthis context that the future projections are made on the assumption
thatnew planting and re-planting vrill continue at renewed vigour. Here again there is
no room for any complacency.

Opportunities For Better Price Realisation

Rubber price is a topic of lot of controversy.No attempt s, therefore, made here
to touch upon this sensitive Issue. The attempt here is only tp emphasize the opportu-
nities available for realising better price for rubber on the existing price level, without
discussing aspects like the adequacy of the present price and such related controversial
subjects.

Thisisthe time, theplantcrsshould address themselves as to how best they could
realise better prices, rather than waiting for a price revision by the Government. There
are two broad openings available to the planters. The first approach lays stress on
maximisation of profits by suitable adjustment in the product mix so as to cash in the
anticipated spurt in demand for some of the processed forms of rubbers. The-second
opening is to go in for exploiting the virgin field of speciality rubbers, where profit
margin could be Nigher.

In the sht et rubber category, the demand upswing is noteworthy in the case of
RMA-4 as evidcrt froirCJ&projcction made in Annexure-H. The premium of RMA-4
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over ungraded rubber has beer steadily increasing over the years from R5.0.30 per Kgiin
1980-'81 to Rs. 0.71 in 1985-'86. This ha? further Improved to Rs.1.06 in 1990-'91. It may
also be noted that among the popular sheet rublxr grades® RMA-4 enjoys a definite
market share, mainly because of the fact that this is the grade preferred by the tyre
manufacturers. However, thisis an opportunity which can be successfully made use of
by the small growers sinceestates generally produce RMA-1Xt03. The expected increase
indemand of RMA-1Xand 1 of 1000 M.T. by 1994-'95 is no doubt a prospective field for
large plantations. No further improvementin demand for these grades by 2000-'01 over
the level of 199495 is envisaged on the presumption that the increased demand in this
field will be successively met by increased production of latex crumb rubber. The
opportuftitiesforRMA-1Xand 1could evenbe more ifthe anticipated production of latex
based crumb rubbers does not come up to anticipated levels. These grades have been
enjoyingapremium of Rs.l per Kgover ungraded price in the beginning which has been
steadily increasingand now rangesbetween Rs. 3to4 per Kg. The prospects ofincreased
dennand for RMA-2 and 5 are also equally promising which can also be made use of by
the estate sector to its advantage. In the case of block rubber, latex based grades and
significantly ISNR 3CV and 3L offer very bright prospects. These grades enjoy a
premium ofabov™>Rs.4 per Kgoverungrad” pricewhich could be stepped up ifregular
supplies are assured and maintained. The demand for ISNR 20 w”ch commands a
premium of Rs.CI50to Rs. 0.75 per kg over ungraded rubber and ISNR-10which enjoys
a premium ranging from Rs.| to 1.50 per Kg are also equally promising which can be
profitably made use of for obtaining a higher vahie addition for the scrap rubber.

The opportunities available lor I"tex concentratesare indeed Very prospective.
This includes centrifuged latex as well as creamed latex. The total demand is expected
to rise to 61,000 M.T. in 1994-95 from the level of 39"900 in 199Q-"91-ThiswiU ixicrease
further to 105,000 M.T. by 2000'01". Centrifi*ed latex has been enjoying an attractive
priceduring tt\elastdecade. During this period, tI™ marketprice had increased fromRs.
16,20 per kgdrc in 1980-'81to Rs26.31 inl985-'86 and further taRSu42-1Qper 1990-
'91. Evenata reduccd price level the Held woold remain lucn”ive vis-a-visddier
formsofprbceaedn”bes& The prioeof creamed latexhasalsobeertgoingup. Creamed
latexnowenjoysapremium rar”ing frexRIIs.12to16 perKgdrcoverdieungraded price.
Itis anticipated t)\atby” e turn of die century more and more quantity of LATZ Utex
will be produced. Itiswell known thattiiis latw contains only 0.2% ammonia asagainst
0.6% in the latex :k>w commercially available. Besides, LATZ latex wffl help to control
VFA effectively. The consumersmay offerslightly higher price for this late}*Considering
the saving in deannnoniafion, lower VFA and also for redtrdng pollution problems.
Commercial prod uction of LATZ latex will ease the difficulties now experienced by latex
producers on availability of ammonia, and at the same time secure them better price
realisation.

Privileges of Estates in Sales.

Estates being the primary producers of rubber are notliable to pay general sales
tax levied by the State Governmente, Therefore, directinterstate salesdoneby the estates
can result in higher price realisation. The estate owners in Tamilnadu are even more
privilegedin thisregard astheyare not liable to pay either the salestax or central salestax.
In Kerala, however, direct sales from estates attract GST at the usual rate of 4% against
C Form. Itis often found that large estates, excepting some big plantation companies,
have not been making full use of this privilege to maximise the sales value of rubber.
There may be many reasons for this like the smaller quantity of higher grades available
for sale ata time, inabiUty to Identify potential buyers and also lack of awareness on the
advantages of th s system. With tlw hiking of salestax on rubber to 7% in the recent
budget in Kerala the relevance of this is all the more. With this revision last inter-state
purchaserin the ytate has tobeara total tax burden 0f931% (7% tax + 25% of 7%as AST
and 8% of 7% as surcharge). If purchases are made under the agency system, which is
acommon practi( e in rubber trade further 1%on an average more has to be borne by the
buyer as agency commission. Therefore, the total liability of the interstate buyer on tax
and agencycommissionworksouttol031%.The estates making direct salesneed collect
only 4%CSTand ifan intermediary isinvolved 1%more. Therefore, the differenceworks



out to 5.31% which is quite notable.

Bright Prospects for Speciality Rubbers

The second opening to maximise price lies in exploiting the market potential for
speciality rubbers. With the rapid pace of technological advance taking place in the
rubber goods manufacturing industry, it is natural that demand for certain tailormade
speciality rubbers will be generated. Speciality rubbers are made to stringent specifica-
tions and therefore command comparatively better prices. For estates looking for
maximisation of profits, this will be a promising avenue. Some of Ihe Special rubbers
which have brighvprospects are:-

» General Purpose Rubber

* Superior Processing and Process Aid Rubbers

* Grafted Rubtiers

* Deproteinised Rubbers

 Cyclised Rubbers

* Oil Extended Rubbers

» Epoxidised Rubbers

Each of these grades has definite applications. However, it may be noted that
jhere isonly potential demand for th"?serubbers and those who \vish to produce them
commercially vYill have to identify, prorfiote and develop the market/Some of the large
plantation companies could give a lead in this direction.

Prospects for product Diverslficatloa Value Addition and Export

Till now the plantation industry has been remaining contended -withactivities
Anfining to pitxiuctionnd saleofdi”*"eot formsand gradesof rubber. Even in this
field, diversification of tt\e productbase has notcome up to a desirable extent. With the
tcnmtry slowty marchsrvgiov/aidsthe long cheri®”d goal-ofself sufficiency inrubber it
ishightimethatweshoiildcameoutoftheold,orthDdaxmentalityofconfiningourselves
to prodaction-of rubber alone. Trom th« point Of view of maximisation of profitalso,
vahie addition by venturing intom anu””rc ofrubber products and also making full
nsc of the cxdring prospects awaiting on the export front will be a step in the right
direction. Our country witii its size and population offers the biggest advantage of an

.evcrgrbwing m ar”t capablc of absorbing a varioty of ru t~ r products.

', On the export front; there are lot of opportunities. Till tow the plantation
companieshaveiiotmade any seriousattcmptio enter thisarea. Some ventures started
.JEtendy are however an exception. In orderto understand and appreciate the prospects
inthisfield, itisessential to have a glimpseo”whatis happening on the exportfront. The
details are given in Annexure-Ill.

. The total export earnings had gone up from 9.70 crores in 1970-'71 to 259.75
.croresin 1990-'91- Thisisno doubt creditable. A special feature of our exportis that we
are still dependingheavily onauto lyresindudingre treading materials. The share of this
productgroup to total export value was57%in 1970-71 winch has increased to 69% by
19"0-'91. The share of cycle tyres andtubes has declined from 5% in 1970-71 tol%in
Annexure-in point towards imlimited potential still existing in other product groups
other than auto tyres and tubes, which still remains to be exploited fully.

Itis interesting to note that we are still importing rubber products and side by
side with increase in export earnings our import bill has also been going up. Our total
import bill was 2.99 crores in 1970-71 which h~gone up to 16.95 crores by 1980-'81. It
has further increcised to 51.96 crores by 1989-'90. A detailed probing into the details of
imports would help us to identify potential areas of import substitution. The details of
imports are given in Annexure-1V. The total outflow of valuable foreign exchange for
imports hasbeen steadily going up science 1970-71. The latest data available show that
beltings have accounted for 14% of the total value of imports followed by hygiene
pharmaceutical products including contraceptives with 13%and tyres \\ith 12%.

Inbriefthere are lot of openings for import substitution particularly for beltings,
hosesand pharmaceutical products. Fromthese potential productgroups, suitableitems
can be successfully identified for setting up units by the plantation companies. The main
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cciitri it L Aiti MYpflunmKwouiu ..., . :'iorevalue addition to the plantation companies
who are the primary producers of rubber.

One of the constraints for further consolidation of exports Is found to be the
absence of an agency to provide export assistance and help other than monetary
incentives. Thisis keenlyfeltby small manufacturing units. They are alsounaware ofthe
opportunitiesavailable on theexport frontasalso the choicesand preferencesofoverseas
buyers. Therefore, the need for an agency to provide this support by interacting with
various institutions n the exf"ort field is an essential pre-requisite to maximise export”
particularly from the small scale sector. It will be even more advantageousif samples of
products/ required by overseasbuyers alongwith the standards and specifications of the
product as well as mode of packing, price details etc. are made available to the imits
interested inexports. Our country has afairly developed technology and thereforewhat
is needed is only to adjust the product specifications to the tastes and preferences of
overseas buyers. Some of the big plantation companies could explore the possibilities of
setting up exporthouses also. Tliey could profitably linkup smalland mediumunits for
the supply of products, meeting laid down specifications.

Themainthrust areason whichplantersshould layemphasisduring thecurrent
decade, have already been pin pointed in this paper. However, only those fields where
maximisation of profitby makingoptimumuse of the raw rubber received fromthe trees
are touched upon briefly here. It is p«-tinent to point out that there is~Iso another
prospective field for the planters in the commercial exploitation of rubber wood which
isabundantly available in.the nd)ber growing tracts. Coimtries like Thailand, Malaysia
andIndoneisia arc already producing treated, rubber wood and successfully exporting
ittoJapazt*Western Eurc”, USArtc. These exports are mainly in ttie formcrfhig™value
furniture and mouldings for variousapplications. In India, al*ge partofabout 1million
eftofrubberwoodavailable annually isused for making packing cases and the rest for
high value added products. It would dierc”sre appear that miorh potential remains
urvexploited. ta this BekL New innovative developments based on research would no
doubtopai up more averuies forcommercial applicatioirof rubber wood, significantly
on the export front The plantation industry should con\e forward to make use of this
opporturuty fully. Thiswillbe yetanother area of valueadditionjt isindeed heartening
to note that some units have already been started for processing rubber wood. An
interesting aspect of the pxssent situation is that private industrial houses are more
prcnninentinthis field thaji the plantation companies. The Rubber Research Institute of
India has already identified this as one of the thrust areas for future research activities
and v/ork has alreadybeen started inthisdirection. The planters could therefore interact
wrth tlwlinstituti®.for further, guidaiTce in fhisJield. i ,

wThe futiire outlook for the NR industry is one of continued optimism. There
may also appear constraints and problems' particularly indemand-supply forces, which
will only be a passing phase. The present decade will also witness many changes in the
pattern of use of rubber, which would necessitate suitable changes in processing and

presentation of NR. The capability of the industry lies in foreseeing such developments
and making full use of it.

Tosum up, the present decade will usher in an era of exciting prospects for the
NR industry.-Therefore the industry should gear itself to meet the challenges effectively
and toexploit the potential generated to the maximum extent possible. Thiswill prepare
it to march through the last decade of the present century with renewed vigour and
confidence to the next century where unlimited-opportunitics await it.
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