Rubber-Based Industrialisation in Kerala
An Assessment of Missed Linkages

Tkariaci George K
Ilbms Joseph

Kerala has a near monopoly in the production of natural rubber and yet it consumes only a small proportion
ofthe produce. Infact, the state§ NR-based industries are almost entirely confined to NR processing small-scale

units with limited linkages.

This article attempts to examine the various linkages associated with the rubber plantation industry and assess

its future scope.

IN the industrial map of India, Kerala
occupies a lelalively insignificant position
in terms of its share in national industrial
output, total value added and total industrial
employment. The slow pace of industrial
development in Kerala is a much debated
issue and various factors have been at-
tributed to the prevailing industrial stagna*
tion.' is no disagreement on
(he main tlatiircs of KcrJs’s industrial struc-
ture chanictensed by the dominance of tradi-
tional and resource-bascd industries and a
relativdy smidl share of the *foot-loose' type
of iiidusiries,» Among the industries based
on the slate’s natural resources, natural
rublier (NRVbased goods manufacturing
sector occupies an important position in
terms ofits share in total value added in the
census scctor and a near monopoly position
of the state in the production of the raw
material-* But Kerala's share in total NR
consumption in the country is only 12.22 per
cent despite the fact that it accounts for
about 90 per cent of the country’s total NR
production * India's rubber gooib manufac-
turing iwdustry is concentrated in the states
of Maharashtra, West Bengal, Uttar
Pradesh. Punjab and Ikmil Nadu whose
combined share in total NR consumption is
around 60 per ccnt. From the very beginning
the growth of NR based industries in Kerala
has been confined to NR processing in-
dustries and small-scale units with limited
linkage effects.

This paper is an attempt to examine
various linkages associated with the rubber
plantation industry and to assess how far
Kerala has been able to reap the potential
benefits related to itsdominant position as
the major source of raw material. The con-
cluding part of the paper attempts to offer
some tentative observations towards an ex-
planation for the emerging trends.

STRUCTURE OF INDUSTRY

Asof 1987-88. Kerala state had the largest
number of rubber goods manufacturing
units in the country. The two major
characteristics of Kerala’s rubber go”s
manufacturing industry are the agglomera-
tion of small-scale units producing rubber
bands, tread rubber, chappals and elastic
rubber thread on the one hand and a very
high degree of concentration in total NR
consumption by three automotive tyre and

tube manufacturing units accounting for
around 71 per cent, on the other hand.
'Hible | shows the size-wise pattern of NR
consumption in Kerala and other major rub-
ber goods manufacturing states.

Tkble 1 indicates that in Kerala three
manufacturing units consumii® more than
1000 MT of NR account for 70.74 per cent
of the total NR consumption and in terms
of concentrvtion of consumption the state
is next only lo Uttar Pradesh. Interestingly,
the average consumption of NR by the
manufacturing units is the lowest in Kerala
and is lower than the all-India average. One
striking similarity betv/~n Kerala and all-
In(tia patterns of NR consumption is the
dominance of large units. At this juncture,
it is relevant to mention the pivotal position
occupied by the automotive tyre and tube
manufacturing units among the large units.
For instance, during 1987'88 the 27 auto-
motive tyre and tube manufacturing units
in the country accounted for about SO per
cent of the total NR consumption and
among them 12 large ututs' share was 4S.59
per cent. Another important point to be
noted is the ngniricance of the tyre and tube
manufacturing sector in the census sector of
rubber goods manufacturing industry.’
Tiblc 2 illustrates the point.

The dominant position of the tyre and
tube sector is obvious from Tfable 2. Our
analysis is confined to the census sector
mainly on account of itsdominant share in
the total value of output of the rubber goods
manufacturing industry. In the industry, the
tyre and tube .sector assumes a greater im-
portance since it acts as a springboard for
the growth of ancillary industries as well as
because of its employment potential. 1kble 3
shows Kerala's share in India's rubber-based
industrial sector.

I"ble 3 is illustrative of Kerala’s relatively
stronger position in the unclassified group
of industries which include NR processing
industries also We will ocamine the implica-
tions of such a situation in the succceding
sections of the paper which deal with an
assessment of linkages of the rubber plan-
tation industry.

LINKAGES OF RUBBER PLANTATION
Industry

The concept of linkages has been evolved
from Hirschman’ theory of unbalanced

growth.* For analytical purpose, linkages
are classified into three, viz, backward
linkages, forward linkages and consumption
linkages. The growth impulsessetup  the
establishmmt of an industry to its inputs
supplying industries is termed as backward
linkage eff»:t. Contrvy to this, if the
establishment of an industry s.'imuiates the
opening of industries that use iis output as
inputs in their production, then forward
linkage effects are said to be at work.
Consumption linkages, also known as
apenditure linkages, are emanating from the
expenditure of income got from the
marketed surplus.

For the present purpose, we will attempt
to examine in detail the backwi<d and the
forward linkages of Kerala's rubber planta-
tion industry based on the available infor-
mation while the analysis of consumption
linkages will be limited to a few observations
owing to paucity of the relevant data.

In the standard literature on development
economics, it is well-recognised that the
linkage effects are relatively w;«ker in (he
case of primary products including planta-
tion crops.” The export orientation of plan-
tation agriculture gave rise to some forwanl
linkages in the erstwhile colonies siiKe many
plantation crops techrtically require im-
mediate processing after harvesting.
Historically. Kerala was also developed as
a raw material base for Britain by introduc-
ing plantation crops such as coffee, car-
damom and then tea and rubber. TWo im-
portant developments which have influenc-
ed the fortunes of Kerala'srubber plantation
industry during the last five decades were the
steady growth of Indian rubber goods
manufacturing industry since th« last 1930s
and the changes in the ownership pattern
favouring Indianisation since®independence.
These developments raupled with the active
support from the government resulted in
considerable expansion of the area under
rubber and increased productior of NR.*
HoMwer, the steady expansion of area under
rubber in Kerala” and the increased produc-
tion of NR did not give rise to any subsun-
tial linkage effects in the i“on. In fact, very
little of the industrial potential of NR was
realised in the state.

The badt>rard linkagesofthe rubber plan-
tation industry are mainly confined to units
supplying rubber planting materials, ar-
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tifldaJ fertilisers, fungicides and rainguar-
ding maieriais. In Kerala, it is estimated (hat
there are around 500 Durseries supplying
rubber pianting materiab. However, in terms
of linkage effect ihdr role is rather weak.
IkMe 4 suoiniarises the estimated consump-
tion and total value of (Mher major estate
inputs relevant to the industry.

Ibble 4 suggests that exceptin the caseo f
rainguarding materials."* the sute depends
on imports for meefiog the inputs require*
ments of the industry. In the case of artificial
fertiiisers it appears that the only unit in the
state supplies not more than 50 percentof
the industry’s requirements mainly due to
the fertiliser policy of the government of
India by which manufacturing units in dif*
ferent states are given quous for different
sectors and regions, “mong the fungicides.
50 per cent of the total requirement of
copper-oxicltloridc is met by a single large
urtit in the siaic and for the remaining 50
per cent the industry depends on two units
located in Karnataka and Gujarat. The en-
tire demand for copper sulphate is catered
to by two units in the state while the industry
is totally dcp«mdcni on imports for emissan.
In the case of rainguarding materials, more
than 70 small-scale units in the state are

meeting the requirements of the industry tv
processing the imported polythene granules.

The backward linkages o f the irnlustry ap-
pear to be rdativdy weak in terms ofspread
effects and creation of employment oppor-
tunities- It is also relevant to note that the
coiisumptiofl of estate inputs is more
popular in ihe estate sector. A positive
change in the cultural practices e f the domi-
jiani small holdings sector may result in
increased consumption of estate inputs. But
Ihe consequent expansion of production of
lhe estate inputs consequent expansion of
production of the estate inputs will not
generate sufHcieni growth impulses owing
to the weak linkage effect of the industries
concerned.

Forward Linkages

Among the various forward linkages of
Ihe industry, the NR processing industries
occupy a prominent position in Kerala due
to the geographical concentration of NR
production and the peculiar characteristics
of the raw material demanding immediate
processing. The pattern of NR processing In
India is characterised by the dominance of
the conventional sheet grades accounting for

Table 2: COMK>siTtON of Rdbber Goods Industry (Census Sector) in Kerala and

All India,

Percentage Share

Percentage Share

1982-83

Percentage Share

Industry in Capital in Total Value in Net >Uue frerceatage Share
Grrtups Invested of Output Added in Employment
Ketala Alt India Kerala All India Kerala. All India Kerala All India
lyre and tube 78 86 55 75 80 43 61
Footwear 3 2 4 3 1V 3 10 6
Others 19 12 41 15 24 17 47 33

Sourer. Annua/Survey df Industries (Census Sector) 1982-i3. Central Statistical Organisation,

Government of India.

Table 3: Kerala'SShare in India's Rubber INdUStrv (Census ® cior), 1982-83

Industry Percenuge Percentage Percentage Percenuge
Groups Share in Share In Ibtal Share in Net Share in
Capital Invested Value of Output Vidue Added Employment
lyre and tube 8.1 1.0 14.3 6.7
Footw»r 14.2 16.4 2.6 14.4
Othen 13.8 31.1 21.7 13.7
Total 8.96 11.82 15.20 9.47

Sou/re: Same as I*ble 2.

Table4: EctimatedConsumftionor Major Estate iNPirrsiV Rubber Plantation Industtry,

1987-88

Estimated Estimated Estimated Share of Kerala-Based

Input Consumption Ibtal Value Input Manufacturing Units in

(in MT) (Rs Lakh) Total Consumpiion (Per Cent)
Aniricial fertilisers (xI) 51.000 1.147.50 NA
Fungicides (x2) 1.000 380.00 75
Rainguarding materials 500 200.00 100

Notes; (xI)—The major artificial fenilisers used by the industry are urea, phosphate, potash and
magnesium sulphate.
(x2)—Important among the fungicides are copper-oxichloride, copper sulphate and
emissan.
Source: Estimates are based on the details available with the Rubber Board.

around 68 per cent of the total production.
The two major inputs for processing sh”ei
rubber are rubber rollers and f<irmic acifl.
It is estimated that there are 150 rubber roller
manufacturing units in the stale having
employment opponunities for atMut 450
persons. However, for many o f these units,
roller manufacturing is only a part-time
work and they are mainly engaged in
welding and manufacturing of grilis. win-
daws, steel furniture etc. The estimated ctm-
sumption of formic acid by the sheet pro-
cessing industry as on 1986-87 isaround 640
MT valued at Rs 211 lakh. IWo private sec-
tor factories in the sate meet the nttire
demand of the industry.

The details of other major types of NR
processing industries are summarised in
'Able 5.

From lkble 5 it can be seen that about-92
per cent ofthe NR processing units produc-
ing crepe rubber, centrifuged latex and
crumb rubber are located in Kerala providing
direct employment to about 2,700 persons.
The net vAue added in Ihe three processing
industries as a proportion of total value of
output is comparatively insigniHcant sug-
gesting lower forms of production whor the
potential for linkage effect will have well
defined limitations. Except for the drier re>
quired for the crumb rubber processing fac-
tories and crepers for the crepe rubber pro-
cessing factories, the state Is dependent on
external sources for the main items of
machinery. In the case of centnfuging
machine, the industry depends totally on im-
ports from Sweden. China and West
Germany.

Another important source oi lorward
linkage of the industry is the primary
marketing of NR which is characterised
a three-tier system.*' As on 1987-88. there
were about 5,808 rubber dealers in the coun-
try and of whom 5,080 were operating in
Kerala including 37 co-operative rubber
marketing societies. But the only important
contribution of this sector in terms of
economic activity is the employment oppor-
tunities for more than 8.000 persons in-
cluding the transportation of NR.

In short, the concentnUion of NR process-
ing industries and primary marketing has
not resulted in any substantial forward or
backward linkages. As mentioned earlier, it
is the rubber goods manufacturing sector,
especially, the automotive lyre and tube sec-
tor which assumes importance in terms of
total value of output, employment and
linkages.”®

AUTDMOTIVE TYRES AND TUBES

During 1987-88. among the 27 automotive
tyre and tube manufacturing units, 12 large
units accounted for more than 92 per cent
of total NR consumpiion in this sector and
the remaining 15 were either manufacturing
only two- and three-wheeler tyres or new
units as yet at the initial stages of prodttc-
tion.** Therefore, for the present ans>lytical
purpose, we are mainly concerned with the



large units in the industry. Ikble 6 shows
Kerala’s relative shares in the total installed
capacity, output and employmeni compared
to other states.

I"ble 6 s(iow$ that otcept in the case of
croptoyment Kerala’s other relative shares are
below all other selected states. The higher
rates of capacity untilisation in the states of
Maharashtra and Ikmil Nadu also deserve
mention here.

Though the shares of the remainiog IS
units in NR consumption and actual produc-
tion are iiuignifurant, their locational con*
centrviion is noteworthy. Among the 15, five
are located in Maharashtra, three in Utfar
Pradesh, two in Punjab and only one unit
In Kerala which was promoted in the joint
sector. The emer~ng trends in locational
concentration in installed capacity, actual
output and NR consumption have serious
implications mainly in regard to the growth
of allied industries catering to the re-
quirements of the tyce and tube industry. For
instance, the automotive lyre and tute in*
duitry requires various petro-based inputs
other than NR for the manufaciure ofa lyre
'i"bie 7 gives cost-wise shares of the major
inputs in the total material cost of a tyre.

I"bie 7 shows that more than 60 per cent
material input costs in lyre manufacturing
are accounted for by the petro-bascd inputs
and the reialive share of NR isonly 26 per
cei>t. IUble 8 shows the location, production
and total value of the maior inputs other
than NR used in the manufacture of a tyre.

From IUile 8. it can be seen that the major
inputs for tne utdustry valuing more than
Ks 700 cTore are manufactured outside the
state, location-wise and production'Wise
these inputs manufacturing industries are
concentralcd in (he slates of Maharashtra,
West Bengal and Ikmil Nadu. Many of these
industries are characterised by lower levels
of capacity utilisation resulting in shortage
and a substantial difference between
domestic and inientational prices."» Among
the two inputs mainly used in the non-tyre
sector, viz, reclaimed rubber ar>d titanium
dioxide. Kerala has a monopoly in the pro-
duction of the latter.*» Another important
input used in the tyre and lube sector is butyl

rubber for which the country
dependeni on imports-

lyre machirwry manufacturing units form
another strong source of backward linkage
of the industry. At present, it is estimated
that about 90 per cent of the machinery re-
quired for the tyre and non-tyre sectors are
produced by nine leading manufacturers in
the country. Among the nine, four are
located in Maharashtra, two in V ~t Bengal
and Kerala's share is nil. Therefore, it is
plausible to conclude that not only Kerala’s
share in the dominant tyre and tube
manufacturing industry is comparatively in-
signiricant but also various sources of
backward linkages of the industry are vir-
tually absent in the state.

is totally

Even though the by-products of the rub’
ber plantations are not directly related to NR
production, they form another important
source of forward linkage of the industry by
virtue of their industri® uses and commer-
cial importance The three important by-
products of the industry are rubber wood,
rubber seed and rubber honey..

(a) Rubber wood

According to a recent estimate of the Rub-
ber Board, the annual production of rub-
ber wood is around 40 million cubic feet
valuing more than Rs 40 crore. About 60 per
cent of the total rubber vraod produced is
stem wood u d the remaining 40 per cent
is branch wood. The major industrial uses
of stem wood are summarised in 'Hibie 9.

It is estimated that there are around SOO
small-scale rubber wood consuming units in
the state. However, the net value added in
the major* rubber wood consumiog in-
dustries in the state are negligible compared
to the pattern of rubber wood utilisation and
the resultant value added in Malaysia.
Malaysia Is successful in using.nibber wood
after chemical treatment for making fur-
niture and various other applications of
traditional hard wood varieties. Therefore,
in Kerala, there exists a vast potential for
rubber wood in many ~plications where the
scarce hard wood varieties arc presently
used.

Tasle S: Details of Major Formsop NR Processing Industries Other Than

Industry Total No of  Ibtal No of
Processing Processing
Units in India Units In
(Nos) Kerala
(Nos)
Crepe ruw)er 106 102
Centrlfilged laiex 33 27
Crumb rubbei 16 15

Toul Estimated Estimated
Employment Total Value Net Value
(Nos) of Output Added

(Rs in Lakh) (Rs in l.akh)
1500 *5025 395 30
570 7068 2776.95
730 1402.50 227.30

Sourer. Estimates based on the details available with (he Rubber Board.

Table 6: SHAttts of Selected States in
Installed Capacity, Actual PnotiUCTioN
AND Employment in AUTOMorrtvE Tyre and
Tjjbe Sector (1985-86)

State ftrcen- Percen-  Percen-
tage tage uge

Share in  Share in  Share in

Insuiled  Actual Employ-

Capacity Pro- ment*

duction

Maharashtra 21.94 27.60 15.92
Ubst Bengal 16.62 14.08 27.70
Dunil Nadu 15.44 17.01 14.64
Karnataka 12.35 8.90 6.36
Kerala 10.29 5.78 11.46
Sub-total 76.64 73.37 76.08
Others 23.36 26.63 23.92
Toul 100.00 100.00 100.00

* The data relating to empioymeni are fo
year 1987.

Sources: Compiled from; (1) lyre and Ibbe
Industry, DGTD, Government of
India, 1987, (2) Annual Reports of
ATMA and (3) Rubber and Plastics
News, October 17. 1988.

Tabi.e 7. Costwise Share of Major Inputs
USED in Tyre Manufacturing

Inputs Share in
(Per Cent)*
Nylon/Rayon tyre cord 30
Natural rubber 26
tJarbon black 13
Styrene butadiene rubber (SBR) 7
Chemicals 7
Butyl rubber 6
Polybutadiene rubber 4
Procevsed oiU 2
Other Items 5
Total 100 |

* The cost-wise shares of major Inputs listed
above represent tyre manufacturing mainly
in Indian conditions.

Source. J*re and iubc iiwustry, DGTD,

Government of India, 1987, p 23.

Sheet Rubber in Kerala, 1987-88
Major Items Ibt™ No of Estimated
of Machinery  Machinery Shar’; of
Manufacturing KeraU's
Units in Machinery
Kerala Manufacturing
(Nosl Units in 1btal
Requirement
(Per Cent)
Crepers 5 900
Centrifuging Nil Nil
machine
Crc|>ei& 3 50
HAmnier mill Nil Nil
Hydraulic press Nil Nil
Drier 4 100



(b) Rubber seed

Ihc two main prothicis processed from
rubber seed are rubber seed oil and seed
cake-"* The processed rubber seed contains
about 70 per cent seed cake and the remain-
ing 30 per cent is seed oil. 1 he preseni com-
merciaJ production of seed cake is estimated
to be more than 7,000 MT valuing about Rs
2.45 croTC. It is very rich in protein and
energy and is at present mixed with caiiie
and poultry feeds. Rubber seed oil is mainly
consumed by the soap n>anufacturing in-
dustry and also used in the production of
paints as a substitute Tor linseed oi). Rubber
seed oil mixed with sulphur could be used
as a factice which is very often used as a rub-
ber compounding mgredient. f-inally, epox-
idised rubber seed oil could be used for the
manufacture of anti-corrosive coatings,
adhesives and alkyd resin coatings. The pre-
sent annual production of rubber seed oil
is estimated to be around 4.000 MT valued
at Rs 6 crore.”’

Interestingly, more than 90 per cent of the
rubber seeds is processed in Tamil Nadu for
two reasons. First of all. in Kerala the rub-
ber seed bearing season hf during July-
September period when the weather condi-
tions in the state are not favourable for im-
mediate sun-drying. However, during the
same period Tamil Nadu has relatively
favourable weather conditions for sun-
drying coupled with large idle capacity in
the groundnut oil processing industry to be
utilised for rubber seed oil processing.”* As
a result of these peculiar circumstances, the
state is losing at least Rs 5 crore as value add-
ed in the rubber seed processing sector.

(c) Rubber Honey

It isestimated that at least 40 per cent of
total production of honey in India is
originated from rubber plantations.”™ In
1986-87. about 2,750 MT of honey was pro-
duced from rubber plantations valued
around Rs5crore Unfortunately, among the
3S laige-scale rubber-based honey process-
ing units only ID are located in Kerala
whereas 'Runil Nadu ha.s ZS units, Ib a large
extent, it shows the untapped potential for
rubber-based honey processing units in the
state.

The discussion on the forward linkages
related to the by-products of the industry
suggests that though Kerala has concentra-
tion in both rubber wood production and
consumption, the net value added in the con-
suming industries is negligible compared to
the existing potential. In the case of both
rubber seed and honey the state could not
utilise the existing potential owing to various
factors ranging from weather conditions and
lack of government intervention.

Assessment of consumption linkages suf-
fers from pauci'.y of data pertaining to the
expenditure of surplus generated in the in-
dustry. Hence, we are confining our discus-
sion to certain general observations.

Compared to the major cash crops grown
in the state, NR is one of the few crops
assured of a steady and remunerative

price. " To a considerable extent, the
surplus generated was utilised for expanding
NR cultivation in the traditional and non-
traditional areas in the state. During the
petiod between 1949-50 and 1985-86, area
under rubber in the Malabar region has
grown to the extent of per cent compared
to 344 per cent in Ttavancore-Cochin. In
Kottayam and Idukki districts tea was
replaced by rubber.”" The expansion of area
under rubl)er was later extended to the
neighbouring stales of lkmil Nadu and
Karnataka also by the planters of Kerala.

There are also evidence to suggest that
the growth of socio-economic institutions
such as schools, hospitals, banks and roads
in the irmote rubber growing areas of the
state is closely related to the fortunes of the
planting community. Though this observa-
tion requires data, it offers scope for a detail-
ed enquiry into the pattern of expenditure
from the surplus generated.

Contributing Factors and Policy
Options

Our discussion on rubber-based in-
dustrialisation in Kerala and its various
dimensions shows that its vast NR produc-
tion base could not act as a springboard for
attaining a leading position ii\ the rub-
Ivi gJHHIs manul.-Kiuiutp sciu*r ol thcioiui-
try. In a sense, Kerala's situation with regard
to NR-based industries represents the classic
caseof ‘centre’ and ‘periphery’ since the state
can boast of only NR processing industries
characterised by a comparatively low level
of net value added and weaker inter-industry
linkages. The stagnation of rubber goods
manufacturirig industry in Koala and the
concentration of growth of the same in
Maharashtra. West Bengal and Ikmil Nadu
demands a detailed enquiry. For the present
purpose, we are limiting our analysis to cer-*
tain region-specinc factors affecting Kerala
in the context of the development of rubber
goods manufacturing industry in India.

In this context, it isimportant to note that
under British colonial rule, the industrial
developnicnt of the country was confined to
three port-cum-nodal points, viz, Calcutta,
Bombay and Madras. Industrial growth did

not spread from these port-enclaves and the
pattern of conccntrated growth which
emerged in the islands had little impact on
the vast hinterlands of the country. For in-
stance, as late as in 1948, the three regions
together accounted for about 77 per cent of
total value of industtial production in the

country™™ As pointed out by Krishna
Bharadwaj, even during the post-
independence period, the pattern of

agglomerated growth based on generally
capital intensive largc-siale manufacturing

Table 9; M ahjr INDUS5riRiAI. Uses w Stem

Wood, 1986-87
Line of Manufacturing Prreentage
Share in
Total Stem
Wood

Consumption

Packing cases 27.74
Veneers only 8.70
Veneers and splints 24.66
Splints only 13.10
Tea chesi panels and plywoods 13.21
Seat and back for chairs 4.77
Gener” plywoods 7.86
Thtal 100.00
Sourer. Compiled from Viju ljie C et

Krralat Ti*hnical Facilities and Pro-
blems’, Rubber Board Bulletin. No 1.
July-September 1987. p 22.

Table 10: Siiakp o fSm fi iFOStAirsiNTarAi
Vaiue OF Output OF Ri'um-n C(x>iw
Manufatturimc iINDt'STRy tN India. 1982-83
(Census Secttjr)

States Shart'
(in Percentage)
Maharashtra 20.32
Tamil Nadu 16.00
Uttar Pradesh 1272
West Bengal 12.6S
Sub-total 61.69
Othen 38 31
Total 100 00

Souftr. Same as lkble 2.

Table 8: LocATtON, PRODUcrtoNANDESTIiMATED ValueoftheMajo* Inputt;O ther Than NR
INTyre Manufacturing

Inputs Year Total No of No of Units Total Estimated
Units in the in Kerala  Production Total Value
Country (in MT)  (Rs in Lakh)
Nylon tyre yarn 1986 6 Nil 23731 23731
Rayon tyre yarn 1986 5 Nil 9391 NA
Carbon black 1986 7 1 94367 17929
Synthetic rubbers 1986 2 Nil 34836 8010
RuM>er chemicals 1986 4 Nil 14196 1225
Zinc oxide 1984 5 Nil 4472 932
Fatly acids 1984 15 Nil 53198 14895
Reclaimed rubber 1986 21 1 37413 2057
Titanium dioxide 1984 2 2 11131 2209.5

Sources: (I) Hand Book of Rubber Statistics. All India Rubber Industries Association. Bombay.

1987.

(2) Tyre and 'Hibe Industry. DGTD, Covernmeni of India, 1987.



was mainly concentrated in Calcutta conur-
bation. Madras conurbation, Bombay-
Gujarat conurbation, Delhi metropolitan
region. Jamshedpur-Dhanbad-Bokaro com-
plex and LudbianaOuHunder complex due
to region specific factors and public invest-
ment. interestingly, the Dattern of growth of
NR-t>a&ed industries also broadly conHited
10 the traditional regions of industrial
gnrn”h in the country. 1”bie iO illustrates the
point.

'Rible 10 shows that the combined share
of Maharashtra, I“"mil Nadu and West
Bengal U around 48.97 per cent. The
de~lc*ment of NR-based industries in Uttar
Pradesh since 1960s is characterised by the
Aowth of units manufacturing automotive
tyit and tube, latex-based adhesives, sports
goods, rubber-covcFed rollers, etc KeraJaoc-

cupies the fifth rank with a share of 11.82 States/ Fixed Net Value Net Value Fixed Emoiumoits
per cent. Indicators Capital Added Added Capital
Since 1930s the growth of NR-based in- Net Mue Labour Output Labour Labour »
dustries in India was in tune with the ~neral Added
attern of industrial growth chaiaaerised b
2 high degree of regi(g)nal concentration Fo); Kerala 191 0.55 0.21 106 0.18
: ; . ' West Bengal 0.89 0.33 0.18 0.29 0.19
|nsf(anc.:e, the first two automot_lve t){re fac- Tamil Nadu 134 0.22 0.08 0.29 0.17
tories in the country were established in Wgst Karnataka 884 0.22 0.09 193 012
Bengal (1936) and Maharashtra (1942) while Maharashtra 0.54 0-49 0.17 0.27 0.27
it was only in 1960 that such a unit was Punjab 0.6S 0-15 0.12 0.10 0.07
established in Kerala- To understand the Uttar Pradesh i.83 0.42 0.13 0.77 0.18
region's cost advantage/disadvantage in rela- All India 131 0.41 0.16 0.54 0.18
tion to the all-India pattern, a comparison
of the major components of total value of Source: Same as lable 2 and data for respective years.
Tabi E Il; Share OF Max> Components of Total Vaiue OFOumrrin Tyre and Tube Indu” ry (Census Sector)
Shares as Per Cent of Total Value of Output
Additional

State/ Materials Fuels Emoluments Emoluments Rent Interest Depreciation Other Inputs Prcfit
Components 3-Year 3-\fear 3-Vear 3-Year 3-Year 3-Yter i-Year i-Yeu

Average* Average Average Average Average Average Average Average Average
Kerala 68 49 (3) 3.74 (2) 3.79 (5) 118 (5) 0.08 (2) 11.74 (7) 5.50 (6) 1.77 (1) 171 (6)
Wesi Bengal 66.80 (1) 5.46 (5) 8.93 (7) 1.56 (7) 0.05 (1) 3.95 (5) 1.79 (4) 7.55 (7) 391 (5)
Tamil Nadu 75.30 (6) 6.42 (7) 5.56 (4) 1.17 (4) on (3) 1.43 (i) 1.44 (3) 438 (3) 4-19 (4)
Ka/naiaka 68.27 (2) 4.00 (3) 3.98 (1) 0.87 (3) 0.23 (5) 9.91 (6) 8.24 (7) 7.36 (6) -2-86 (7)
Maharashtra 7210 (4) 5.01 (4) 7.70 (6) 1.37 (6) 0.20 (4) 2.78 (3) 1.35 (2) 4.75 (4) 4.74 (2)
Uitai Pradc!>h 7308 (5) 3.55 (1) 4-94 (3) 0.61 (2) 0-38 (6) 280 (4) 4.20 <5) 6.03 (5) 4.32 (3)
Punjab 78.21 (7) 6.12 (6) 4.93 (2) 0.42 (1) 0.11 (3) 1.68 (21 0.92 (1) 2.64 (2) 4.57 (1)
All India 69.29 4.74 5.91 1.02 0.19 3.83 2.70 9.86 2.46

output for the t ~ and tube sector isattemp-
ted in Table 11. The choice of census sector
is guided by the consideration of capturing
the average behaviour of less-heterogeneous
unitsin terms of size characteristics. Tb avoid
abnormalities, we are oumining the average
of the latest three-year period for which ASI
data are available.

I"ble 11 indicates that Keiala had the third
lowest position in material costs, second
lowest in fuel costs and rent compared to
other six states during the three-year period.
But the share of interest is the highest in the
state. Profit expressed as a proportion of
total value of output is the second hiwest in

the state and it is lower than the all India
average. However, during the year 1982-83
Kerala had the lowest material cost and the
highest profuability though with the second
highest share of interest.

Among the major components of total
value of output in Kerala, one striking aspect
is a comparatively higher share of interest.
One possible explanation is that the tyre and
tube manufacturing units in the state could
not avail adequate fm&ncial assistance from
national or state level soft loan lending agen-
cies. it isalso possible that the accumulated
interest arrears of the units might have
reflected in the final picture since till recently

Table 13: Basic Inoicators of Productive Efficiency—T yae and Tube SEcroa- Census

Sector.Three-Year Average

(Rs in hkh)

* The three-year period refers to 1980-81, 1981-82 and 1982-83.
Figures in brackets indicate respective ranking of different components for the ihree-year period.
Source: Same as Table 2 and data for respective years.

Tabie 12; Share of Maior Componekts of Total Valueof Output in Other Rubber PaotXiCR Group (Census Sector)
Shares as Per Cent of Total V/ lue of Output—Three-Year Average

Slates/ Materials Fuels
Kerala (31.1) 78.9 25

Tamil Nadu (22.4) 50.3 4.2

Maharashtra <129) 47,0 5.6

Wel Bengal (9.7) 66.3 4.6

Utur Pcade™h (2.7) 52.6 91

Punjab (1.0) 714 6.2

Sub-ioial (79 8)

All India (100 0) 621 4-4

Other Inputs Emoluments Additional
Emoluments
2.9 4.3 0.6
16.5 13.8 18
18.2 16.7 30
10.5 19-3 3C
7.7 6.1 0.5
55 8.4 1l
11.3 10.8 16

Rent

Interest

16
2.8
61
5.4
3.8
2.8

3,5

Depreciation

0.7
2.3
2.8

2.0

Prcfit

8.4

7.8

0.3
-i0.8

159
il

40

Figum in brackets represent percentage shares of selected states in total value of output of the other Rubber Products Group in the Census

Sector for the year 1982-83.

Source'. Same as Table 1 and da>a for respective years.



the operaiiona] results of at least two units
in the state were not encouraging.

Kerala's share in total value of output of
the other ruN>er products (except footwear)
in the census sector was the highest in
J982-83 amounting to 31.10 per cent. The
shares of the major components of total
value of output of this group in the state
represents a completely different picture.
Table 12 summarises the details.

Relative shares of the components of total
value of output of other rubber prcKlucts
group in Kerala arc lower than the national
average except in the cases of materials and
profit, in Kerala, this industry group mainly
include NR processing industries and latex-
based rubber goods manufaciuring units.
Therefore, it is quite natural that the share
of material inputs will be relatively larger
refleciing a higher NR content. Inter-year
fluctuations in the share of profit are less
sugge:iting a comparatively steady perfor-
mance of this group. Moreover, when pro-
fit is represented as a percentage of total in-
vested capital, Kerala tops the list in this
industry group throughout the three-year
period under consideration.

The analysts of the shares of majorcom-
ponents of total value of output is inade-
quate lo explain the productive efficiency of
NK-based industries in Kerala vis-a-vis all'
India pauern and other major states.
Therefore, certain basic structural ratios and
technical coefficients are examined, 1"ble 13
shows the basic indicators of productive ef-
ficiency in the automotive tyre and tube
manufaciuring M:ctor.

lubie 13 indicates that Kerala’s automotive
tyre and tube manufacturing industry is
characterised by the syndrome of relHtively
pcK)r capital'productivity and higher capitaJ-
iniensiiy as is evident from the second
highest capital-output ratio and capital-
labour ratio. However, during the year
1982-83 there was a marked improvement in
rapital'Output ratio and Kerala fared better
than other states except Maharashtra and
Tami) Nadu. Labour productivity was the
highest in Kerala during the three-year
period and in 1982-83 there was a quantum
jump. But (lie earnings per labour is not in
tune with the labour productivity indicating
a situation of higher labour productivity and

Tabie 14; Bask

comparatively tower level of wages. The net
value added per unit of output is the highest
in Kerala during the three-year period as well
as in 1982-83.

To sum up, the analysis of the major com-
ponents of the total value of output as well
as the basic structural ratios and technical
coefficients suggests that location-wise
Kerala is not in a disadvantageous position
with regard to automotive tyre imd tube
manufacturing industry. The basic data on
the total value of output and capital stock
of the industry for the three years clearly
show that in Kerala the value of output has
increased to the extent o” 131 per cent bet-
ween 1980-81 and 1982-83 without any
substantial changes in the total value of
capital stock. Alternatively, it becomes evi-
dent that if the capacity utilisation in the
industry can be maintained at economic
levels, automotive tyre and tube manufac-
turing in Kerala is as profitable as elsewhere
in India.

Kerala’s positioti with regvd to other rub-
ber products reflects a comparatively
positive and consistent picture, 'nible H
shows the basic indicators of productive ef-
ficiet\cy for other rubber products group
(excluding footwear).

As is evident from Ikbte U, Kerala had
the lowest capital-output ratio reflecting a
higher capital-productivily coftipared to
other states and the all-India average in the
other rubber products group. Its labour-
productivity is also one of the highest but
earnings per labour and capital-intensity are
lower compared to all-India average. The
ratio of net value added to total value of out-
put isone of the lowest in the state indicating
the dominance of industries with higher
share of raw materiai costs in the total value
of output. A higher capital productivity and
labour productivity coupled with relatively
lower earnings per worker suggests the
possibilities of higher rales of profit in this
industry group. Or>e important characteristic
of this industry group is that during the
three-year period inter-year changes in the
values of the relevant ratios were relatively
lesser in the case of Kerala.

One of the important conclusions emerg-
ing from our analysis is that a near monopo-
ly position in the production of NR did not

Indu Atuns ot PKoinjcuvE EfuciENcv—Other RUbBbDKIProducts G roup—

Census SfciOR. TuRtE-YEAB AveHAot

(Ri in iakh)
States/ h'ixed Net V7lue Net \*h>e Fixed Emoluments
Iniitcators Capital Added Added Capital

Net Value Labour Output Labour labour
Added

keiala 0.34 032 0.15 on 0,10
West Bengal 064 0.08 0.17 0,05 0 10
Tarrivl Nadu 046 0.35 0.31 0.16 0,U
Maharashtra 063 u.14 0,26 0<)9 oM
Pu»jab 119 o.u 0.ts 0.13 0,0((
Udar PiaJcsh 0.82 029 0.26 0.24 0.07
All India 0.61 0.19 022 0.12 on

Source: Same as lable 2 and data ftu respective years.

help Kerala to achieve a desirable level of
development in rubber-based industries.
Backward linkages of the rubber plantation
industry are weak and a careful scrutiny of
forward linkages of the industry clearly
shows that in Kerala they are mainly con-
fined to the NR processing industries with
limited linkage effects. Relative shares in
installed capacity, employment and total
value of production in the dominant
automotive tyre and tube manufacturing in-
dustry and its allied industries are negligible.

An analysis of the major components of
total value of output and basic indicators of
produaive efficiency of the tyr« and lube in-
dustry in Kerala compared to oth«” selected
states shows that locationally Kerala is not
in a disadvantageous position and un-
economic levels of capacity utilisation is
identified as the main problem. Therefore,
the potential for establishing units manufac-
turing tyre and lube as well as selected inputs
is worth exploring.

Kerala’s performance in the case of other
rubber products group appears to be”™iter
than the selected states and all-India average.
There are also evidences to point out that
the state had belter resultsin those iiylustries
and products where the NR content is
relatively higher. li\cidentally, for export of
rubber goods, government of India is en-
couraging rubber products with high NR
content by offering an NR subsidy to offset
the differei®ces between international and
domestic NR prices. India is also importing
a variety of rubber products and during
1986-87, the total value of imports was
Rs 63.68 crore. To take advantage of the
changing requirements~f internal and ex-
port markets needs a careful study to iden-
tify specific products with market potential,
h may call for product diversification which
requires mcticulous co-ordinaiion.

Among the three by-products of the rub-
ber plantation industry, rubber wood has the
largest industrial potential. Shortage of
traditional hard wood varieties and their
steadily increasing prices are two serious pro-
blems for consideration. Malaysia’s sustain-
ed efforts in converting rubber wood com-
parable to hard wood varieties after chemical
treatment proved to be successful and today
rubber wood-based furniture and other
wood products are well accepted in the world
market. Hence, modernisation and expan-
sion of rubber wood processing facilities in
(he state assume great importance, (he
potential of rubber honey is also very pro-
mising. Popularisation of bee-keeping in the
rubber growing areas and establishment of
central honey processing units are uKo
cx|>ccied to yield the desired results.

)n conclusion, it becomes necessary to
point out that exploitation of NR-based
industrial potential in Ker.iid needs iden-
(ification of iiidustiii's and products having
locational advantage and a comparatively
higher linkage effects. Ironically, after more
than 30 years of the formation of the state,
no aitempi has been nude so far to establish
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agency Tor the promotion and guidance
;-<'R-based industries in Kerala.

Note*

The factors attributed to ihe industrial
stagnation in Ihe range from stnictuial,
'listorlcal and hi|(h labour costs, lor a
detailed discussion on the subject, see
Subramanian and Pillai (19B5), Issac and
Tharakan (1986), Reportofthe High Level
<"->mmiftee on tnriuslry, TYaJe and Power
(IV«d).

Kerata't industrial structure is characteris-
ed by Ihe dominance of industries with
‘weaker inter-industry linkages and the
ij>sence of a sizeable share of ‘foot-loose’
type of industries in total value added and
induftrial employment.

Automotive tyre and tube industry is one
af* — | b~ five m~jor industrial groups in
the slate The share of the tyre and tube in-
dustry group in the toial value added in the
census sector of the state was 7.33 per cent
during the year 1982-83 occupying the third
position below fertilisers and pesticides and
electricity.

For details see Indian Rubber Statistics
(»987-8R>.

The share of the census sector in the total
vilue of output of the rubber goods in-
dustry isaround 84 per cent during 1982-83.
As opposed to the balanced growth theory,
this approach emphasises technological
relationship between different sectors as
the prime mechanism of growth (see
rsirschman. A O (1958)).

One of the main determinants of lhe
linkages is lhe distribution of value added
-imong the different factors of production.
Historically, a major portion of the surplus
created in the erstwhile tropical colonies was
repatriated to the metropolitan countries.
For a detailed account see Beckford (1972).
Dawood (1980). Buchanan (1966), Melman
(#963), Myint (1973), Rlkan (1979). Munsi
(1984). George and Tharakan (1986).
Structural changes in the rubber plantation
industry are dealt in George el al (1988).
At present, Kerala accounts for around 87
per cent of the total area under rubber in
the country.

F\>lythene sheet is ihe rainguarding material
used by the industry for tapping during the
rainy season.

At the bottom it is the village-level dealers
who purchase the NR from the growm who
in their turn sell it to dealers operating at
the towns. A majority of the final c<(n-
siimers have direct links only with the big
dealers operating in the terminal markets.

Tne gross value of production of the in-
dustry is estimated to be around Rs 2.600
crore. The industry provides direct employ-
ment to about 50,000 people and indtrecl-
ly over three lakh people See Tyreand Tube
Industry artd Productivity in Tyrtf In-
dustry (1989).

Among the 12 large units, eight units con-
trol around 72 per cent of total production
cf the tyre and lube in India as on 1988.
S«e Productivity in Tyre Industry, op cit.
During the year 1986 following were the
prices for four major inputs;

(Price per kgf

Inputs Indi- GIF
genous Price*
Price

SBR 25.50 10.00

Polybutadiene rubber 20.72 14.28

Carbon black 19.00 8.70

Nylon fabric 100.00 36.40

*
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Back ford,

Prices exclusive of duties.

Recently, there arc al least two proposals to
establish large imits manufacturing titanium
di-oxide outside the stale in the private
sector.

According to the Rubber Board’s estimate,
annual production of rubber seed is around
40.000 MT valuing Rs 4 crore. The data per-
taining to seed cake and seed oil are also
based on Rubber Board estimates.

See Haridasan (1977) for details.

In Thmil Nadu, groundnut oil processing
starts only in late Decerhber.

During 1985-86 total production of honey
in India was 5,480 MT of which honey
originated from rubber plantations was
estimated to be 2,280 MT. See Haridasan
et al (1987).

Government inierveniion and a deficit
supply of NR in the domestic market are
considered to be the two important factors
contributing to a steady remurterative price.
Unremunerative prices of lea compared to
rubber is one of the main reasons for the
large scale shifting. See Tea Board (1979).
According to a recent study even during
1978-79 Maharashtra. Gujarai. NS~t Bengal
and ‘himil Nadu accounted for 55.49 per
cent of the total value of industrial produc-
tion. in Ihe country. See Bharadwaj (1982)
and V Surendar (1986).
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