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The m a jo r  ch a llen g e s fa c in g  the w o rld  na tura l rubber (N R ) econom y a n d  its responses since l9 S 0 s  are different 
fro m  the p re v io u s  ex p erien c es  in term s o f  the net im plications. This p a p er  sum m arises the m ain fea tu res  o f  the changing  
d im ensions o f  v̂  o r ld  n a tu ra l ru b b er econom y a nd  outlines the prio rities  a nd  stra teg ies relevant to India in the context 
o f  the n ew  e c o n o m ic  scenario .

O N E  o f  Ihe mairt o b jec tives  o f  (he G eneral 
A greem ent on  T ariffs  and  T rad e  (G A TT) 
signed in A pril 1994 is to  reform  a highly 
distorted w orld trade charac te rised  by*liirect 
and indirect subsid ies resu lting  in a deceptive 
com parative advan tage and  ineffic ien i use 
o f world resources. H ow ever, the  net effect 
o f the  increasing  g loba lisa tion  o f  econom ic 
activity  em anating  from  G A T T  treaty  will 
vary across countries, reg ions and  differen t 
sectors o f an econom y. O ne  o f  the crucial 
factors determ ining  the re la tive  perform ance 
is the com parative advan tage o r effic iency  
in the p roduction  and  m arke ting  o f  crops, 
products a nd  serv ices. N everthe less, during 
1980s the d eve lop ing  c oun tries  w hich have 
a com parative advan tage in th e  export o f 
agro-based  products w ere adverse ly  affected 
by a secu la r dec line  in the real p rice  indices 
in sp ite o f various com m odity  agreem ents 
and price stab ilisa tion  schem es [IM F  1990; 
U N C TA D  1992). T h e  m ajo r conlribu tm g 
factors for the  secu la r d ec lin e  in  th e  term s 
o f trade o f  p rim ary  com m odities vis-a-vis  
m anufactures ap p ea rto  be the organisational 
and m onopoly  po w ers  o f  th e  factors o f 
p ro d u c tio n  e n g a g e d  in  m a n u fa c tu r in g , 
d e v e lo p m e n t o f  s y n th e t ic  su b s t i tu te s ,  
in c re a s in g  d e - m a te r ia l i s a t io n  o f  th e  
production p rocess, d irec t increase in supply 
resulting from  the en try  o f  new  producers 
and productiv ity  im provem ents a rising  from 
R and D efforts. In th is con tex t the  G A T T  
treaty assum es sign ificance as one o f  its 
p ro fe ssed  o b je c t iv e s  is to  c o r re c t the 
distortions in  the w orld trade o f  agricultural 
com m odities to p rom ote effic ien t a llocation 
and use o f w orld resources.

C h a n c in g  D im e n sio n s  of  

W o r l d  N R  E c o n o m y

N atural rubber is one am ong the ten core 
co m m odities  co v e red  by  th e  In teg ra ted  

t  Program m e fo r C om m odities (IPC ) under 
►  the auspices o f  U N C T A D  for assistance. 

T he ca se  o f  N R is a c la s s ic  ex am p le
illustrating the vulnerability  o f thedeveloping
countries to  price fluctuations in the w orld 
market. T he free m arket price indices o f  NR

declined  to the extent o f40  percentage points 
in 1990 from its I9801evel [U N CTA D  1990]. 
H ow ever, com pared  to  th e  o th e r  three 
plantation crops, viz, coffee, tea and cocoa 
am ong ten core com m odities. N R d isplayed 
be tte r resilience in spite o f volatile market 
conditions in the 1980s. T able  1 shows the 
com parative perform ance o f  the four m ajor 
plantaiion crops covered under the  IPC.

Im plicitly , it is plausible to attribute a 
com paratively better perform ance o f  NR to 
the International N atural R ubber A greem ent 
( IN R A ) w h ich  w as  th e  o n ly  a c tiv e  
com m odity pact in the  1980s and the buffer 
stock operations o f the International N atural 
R ubber O rganisation (IN RO ) since 1980. 
H o w ev e r, th e  p ro d u c in g  c o u n tr ie s  are  
apprehensive about the effic iency  o f INRA

in absorbing steady increases in cost o f 
p ro d u c t io n  and  s ta b i l is in g  p r ic e s  at 
rem unera tive  levels. T he D aily  M arket 
Ind icator Price (D M IP) o f the INRA is 
considered to be unrealistic as it has emerged 
as the price signalling point in the world 
m arket instead o f its determ ination based on 
the mo^'ements o f  free market prices. In 
1990s the m ajor problems confronting the 
w orld NR cconom y in the context o f the 
increasingglobalisationofeconom ic activity 
are frequent flucnuations in free market prices, 
dom inance and structure o f the synthetic 
rubber (SR) industry, increase in supply of 
NR m ainly due to the entry o f new pr<^ucers 
and erosion o f  relative profit margins. Cost 
escalation on account o f steady increases in 
the prices o f  material inputs compared to

T able I : Comparative P erformance of Four M ajor Pu^^•A^ON C rops

Crops Size of (he Market Share Expod
World Export and o f Developing Volume 
Markel<1989) Countries(1989) Index 
(Million US$) (PcrCem) (1984-89)

Export UN* Trend# 
Earnings Instability (PcrCem) 

Index Index 
(1984-89) (1982-90)

Coffee 9660 ICO 109 88 16.8 -10.3
NR 4263 100 120 121 132 -*.6
Cocoa beans 2313 100 124 81 15.1 -11.7
Tea 2302 ICK) 109 80 19.1 -8.0

Notes: @ Excluding re-exports and exjwrts of semi-ftnished products from developed counmes.
* Insiabiliiy is measured as the percentage deviation of the variables cofKcmed from iheir 

exponential trend levels for a given period.
# Growth rate measured inconstant US dollars (1980) usmg the formulaLxig(P) -a+b(t) 

where ‘P’ is ihe index and ‘t ’ is lime.
Source: UNCTAD, Comtn/'ditv Year Book, UN. New York. 1991.

T asle 2: E xpansion of  M alaysia’s R ubber G oods M anufaciubing S ector

Year Domestic Domestic Consumption Total Export Share of Laiex
Consumption as a Percentage of Earnings from Products in

ofNR Production Rubber Products Expon Earnings
(000 MT) (Per Cent) (000 MS) (PerCem)

1987 “ 82.4 5,22 571103 65.0lyo  1
1988 103.4 6.22 1039602 76,0
1 700
iQfiQ 121.6 8.59 1278938 77.0
1 yoy
IQ90 183-5 1421 1669270 80.0
1 yyij

2160 17.20 2134623 80.5
248.6 21,19 2435188 80.5

1993 268,6 25,00 2989501 77.9
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in c r e a s e s  in  th e  p r o d u c t iv i i y  o f  N R  
aggrava ted  th e  em erg in g  c ris is  [Sulicm an

T h o u g h  th e  re sp o n se  to  the  uncen a in ty  
co n lro tiiin g  th e  N R  sec to r v aried  a cro ss  the 
p ro d u c in g  co u n trie s  it is u n iq u e  in te rm s o f  
ils  nei e ffec t by  in slillin g  an e lem en t o f  
dy n am ism  am ong  th e  p ro d u cers  w h ich  was 
h ith e rto  no t so  exp lic it. T h e  m ajo r su b ­
sec to rs  o f  N R e co n o m y  und e rg o in g  in iem al 
a d ju s tm e n ts  a n d  s t ru c tu ra l  c h a n g e s  in 
re sp o n se  to  th e  chang i ng  eco n o m ic  scenario  
a re  th e  p ro duc tion , p ro cessin g , co nsum ption  
and  the by -p ro d u c ts  sectors. !n sp ite  o f  the 
d iffe ren ces  in th e  ex ten t o f  in te r and  intra- 
K c io ra l ad ju stm en ts  am ong  th e  m ajo r NR 
p ro d u c in g  cou n trie s  a co m m o n  feature  is 
e f lo r ts  to  cap ita lisc  av a ilab le  o p p ortun ities  
fo r sq u eez in g  u n it cost o f  p roduction  and  
ex p lo rin g  p o ten tia l o u tle ts  fo r increasing  the 
net incom e per u n it area.

In  th is  c o n te x t, th e  d e v e lo p m e n ts  in 
M alaysia  is m o re  illu stra tiv e  co m p ared  to 
o th e r  m a jo r  N R  p ro d u c e r s .  T ill  1991 
M alay s ia  w as  th e  lead in g  p ro d u c e r  and 
ex p o rte r o f  N R  and  in  1990 th e  share  o fN R  
in its  to tal e x p o rt e a rn in g s  d ec lin ed  to  3.8 
p er cen t fro m  55 p e r  ccn t in  I960 . M ajo r 
ch an g esin  the N R production  sec to rconsisted  
o fsw itch in g o v e rto re la tiv e ly  m ore  profitable 
and  less  labou r-in ten siv e  cro p s like o il p alm  
a n d  i n t r o d u c t io n  o f  la b o u r  s a v in g  
m e c h a n ism s  a t d if fe re n t  s ta g e s  o f  N R  
p ro d u c t io n .  In  th e  p r o c e s s in g  s e c to r ,  
em p h asis  is o n  th e  d ev e lo p m en t, p roduction  
an d  e x p o rts  o f  v a lu e  added  fo rm s o f  rubber 
andcom m erc ia lisa tio n o fp ro cessin g w aste .s . 
R ecen tly , M alay sian  im p o rts  o f  raw  rubber 
fro m  low  c o s t p ro d u c in g  c o u n tr ie s  like  
V ie tn am  is  in c rea sin g  and  th e  im ported  
ru b b e r is b e ing  p ro cessed  i n to h ig h e r grades 
o f  N R , T h e  estim a ted  ne t v a lu e  added  in th is 
p rocess  is in th e  range  o f  2 0 -25  per cen t o f 
th e  im ported  v a lu e  [S u liem an  1991]. S ince 
th e  la te  1980s d o m estic  co n su m p tio n  o f  N R  
in M alaysia  reg is te red  s ieady  increases  fully 
u tilis in g  th e  locational advan tages in the 
m anufac tu ring  o f  N R  latex based  products 
such  as g loves, e lastic  rubber th read  and 
ca the te rs . T ab le  2 illu stra te s  th e  expansion  
o f  d o m estic  ru b b e r g o o d s  m anufactu ring  
sector.

M alaysia  is a lso  successfu l in th e  co m ­
m erc ia l ex p lo ita tio n  o f  th e  by -p ro d u c ts , 
e s p e c ia l ly  ru b b e r  w o o d . In  1 9 9 2 , th e  
c o u n try 's  export e a rn in g s  fro m  fin ished  
p ro d u c tsb ased o n m b b crw o o d w asU S  $ 157 
m illio n  [A N R P C  1993]. A lth o u g h  the 
e x te n t o f  c o m m erc ia l e x p lo ita tio n  o f  the 
b y -p ro d u c ts  vary  a m o n g  th e  p ro d u c in g  
c o u n trie s , e a rn e s t a ttem p ts  a re  underw ay  
lo  tap  a n c illa ry  so u rces  o f  in co m e  fro m  the 
ru b b e r p lan ta tions.

A t a m icro  level considerab le  differences 
e x is t  a m o n g  th e  m a jo r  N R  p ro d u c in g  
c o u n tn e s  in term s o f  th e  p rio rities attached

to  net incom e augm enting  m easures and  cost 
sav ing  m echanism s. T o  a large extent, the 
su rv iv a l s tra te g ie s  ad o p ted  by  the NR 
p ro d u ce rs  varied  d ep en d in g  m ain ly  on  the 
n a tu ra l re.source en dow m en ts , s ize  o f  the  
do m estic  m arke t, level o f techno logy  and  
th e  ex tern  o f  R and  D  support. A t a m acro  
lev e l, w o rld  N R  econom y is constrained  
by  a w ell d efin ed  s iru c tu re o f its  p roductu in  
and  c o n su m p tio n  .sectors. T he tw o  card inal 
fea tu re s  o f  w orld  N R  p roduction  are  a  h igh 
deg ree  o f  reg ional and structural concent­
ration. G eographically . NR production shows 
a very  high deg ree  o f  concentration  and 
secto rw ise concentration  is characterised  by 
the dom in an ce  o f  rubber sm allho ld ings. 
T ab le  3 show s th e  m ajor characteristics o f 
th e  N R  production  sector.

A n im portan t feature o f  the structure  and 
patiern  o f  w orld  rubber consum ption  is a 
ve ry  h igh  deg ree  o f  co n cen tra tion . T he 
structu re  o f  w orld  rubber consum ption  is 
charac te rised  by the dom inance o f synthetic 
ru b b e r (SR ) and  in 1992 the rela tive share 
o f  SR  w as 62 .3  per cen t [IRSG  1993], S ince 
1960s SR has system atically  rep laced NR 
in th e  w orid  rubber m arket and  the relative 
share  o f  SR rcached  its peak level in 1974 
(7 0 .6  p e r  cen t). A lthough  its sh a re  has 
dec lined  to  62 .3  per cen t in  1992. the SR 
m anufactu ring  industry  occupies a pivotal 
position  in the w orld  rubber m arket in term s 
o f  its un ique advantage o f  both backw ard  
and forw ard in tegration  w ith petrochem ical 
a n d  a u to m o t iv e  ly r e  m a n u fa c tu r in g  
industries. respectively .T lie  world chem ical, 
petrochem ical and tyre industries are reported 
to  be  dom inated  by  less than ten firm s w hich

together account fo r around 80 per cent of 
SR production capacity  fCarr et al 1988] 

T he pattern  o f worid rubber consumption 
and  NR consum ption  is dominated by the 
ty re  and tyn: p roducts m anufacturing sector 
as ev ident from  the data available for the

lAbLE R ulative S hares or M ajor REctrws/ 
Cui.WKIfcS [N Rubbrr CON.Hi.Mr>TI()N(l99|)

(PerCtm)
Region/
Country

Shore in 
Toiai World 

Rubber 
Consumption

Share in 
TofaJ World 

NR Cnnsumpiion

US 17,5 14.4
EEC 17,5 15,6
CIS 14,3 1.5
Japan 12.6 13.2
Five'fnajorNR

producing
countries 14.2 27,2

76.1 7i.y

Source: Same as Table 4

T able 6: Statewise Area under Rubber and 
Relative Shares (1992 W )

Slates Rubber Planted 
Area (ha)

Relalive Share 
(PerCecui

Kerala 4,28.864 86
Tamil Nadu 17.260 3
Kamalaka 14.650 3
Tripura 18.250 4
Assam 9.885 2
Meghalaya 4..150 I
Others 6.115 1
Total 4,99,.174 100

Snurve-. Same as Table 4

T able 3: M ajor C haractcristics of the NR P roduction Sector (1993)

Country N jt Production 
(000  MT)

Relative Share in Exumaied Relative 
World NR Production Share of Small 

(Per Cent) Holdings 
(Per Ccnt)

Domestic Consumption 
as a Percentage 
of Production 

(Per Cem)

Thailand 1569.8 28,5 95 ,0 8.6
Indonesia 1.301.3 23.7 74,0 9,0
Malaysia 1074.3 195 73.0 25.0
Sub total 3945.4 71.7 82,0 13.3
Other Asia i 196.5 21,8 NA 106.8

Asia lolal 5141,9 93.5 NA 35,0
Olhcrs 358.1 6 5 NA NA
Grand total 550(J.0 100.0 75 0 NA

Source: Rubher Siulisiical Bulleiiri, IRSG, 48(12). 1994.

T able 4 :R elative S hare of T vrb and T yrf Produits S ector (199 !)

Country Total Rubber Share of Tyres and Total NR Share uf Tyres and

Consumpiion Tyre Products Sector Consumption Tyre Producis

(000  MT> (Per Cent) (000  MT) (Per Cent)

US 2523,9 57,6 7.55,8 78.2

Japan 18U8.0 .57,8 689,5 82.1

Germany 7 1 2 7 42,6 210,7 71,7

Franco 525.0 59,1 183.0 87.3

Italy 425 .0 37,9 120.0 57.9

UK 320.0 50-0 I i9 .0 75,3

: Rubber Stali.Ukal Bulleiin. 48D). IRSG. London. December I9 « ,

E c o n o m ic  ;ind  P o lilic a l W ee k ly  Ju n e  1.



m a jo r  c o n s u m in g  c o u n i r ic s .  T a b le  4 
illu strales th e  point.

A n o th e r  im p o r ta n t d im e n s io n  o f  ih e  
co n su m p tio n  se c to r  is  th e  geo g rap h ica l 
concen ira tjon  in  the  c o nsum ption  o f  rubber, 

y  T ab le  5 .shows re la tiv e  shares o f  m ajor 
consum ing  reg ions/countries.

A n im portan t deve lopm en t having  positive 
im p lica tions o n  th e  N R  p roduction  sector is 
the  steady increases  in th e  consum ption  o f

T able 7 ; PnoD ucncw  of N atoral R ubber

Year Total Tapped Yield Pro-
Area Area (kg/ha) duction 

('000 ha) (MT)

1950-51 75 56 284 15830
1960-61 144 70 365 25697
1970-71 217 141 653 92171
1980-81 284 194 788 153100
1990-91 475 306 1076 329615
1991-92 489 325 1130 366745
1992-93 499 341 1154 393490
1993-94(E) 510 358 1215 435000
I994-95(P) 520 374 1270 475000
2000-0 UP) 650000

E = estimate P =  projection
Source: Rubber Board.

T able 8; C onsum ition  of  N atural R ubber

Year Consumption Growth
(M T ) (Per Cent)

1950-51 19854
1960-61 48148 142.5
1970-71 87237 81.2
1980-81 173630 99,0
1990-91 364310 109.8
t ‘)SI-92 380150 4.3
1992-93 414105 8,9
199394(E) 450000 8.2
1994-95(P) 485000 8.2
2000-0KP) 7(XKX)0

E= esumaie P= projection 
Source: Rubber Board.

T able 9: Stsu c tv r eo f  R ubber Products 
Exported from  India (1992-93)

4815,70 71 h8
252,00 3.75
62000 9,23

57,60 0.8f«
32.80 0.49

152,70 2,27
11.5,20 17!

351.10 5.23
321.40 4.78

6718.50 100.00

NR in m ajor producing countries, especially 
C h ina . Ind ia  and  M alaysia . T h e  rise  in 
consum ption is mainly propelled by theboom  
in the m anutaciuring o f  latex based products 
and grow ing  relocation o f m anufacturing 
activities to  south east A sia  since m id -1980s 
and the inherent locational advantages for 
the N R producing countries. T h e  dom inance 
o t th e  m ajor NR im porting  countries in the 
to tal rubber consum ption  is structurally  
roo ted  with the pivotal position m  the control 
on the production o f au tom otive tyres and 
allied  products. H ow ever, in the  contex t o f 
g ro w in g  in te g ra t io n  o f  w o rld  ru b b e r  
ec o n o m y , th e  c o m p a ra tiv e  a d v an tag es  
associated  w ith the raw  m aterial and labour 
costs in the production o f  rubber products 
w ill have  an im portan t bearing  o n  the 
prospects o f NR producers.

N attjral R ubber  E c o n o m y  o f  I ndia

India is the fourth largest producer o f NR 
and its productivity is reported to be  the 
h ighest in the world. In 1993-94 its total 
production was 4 ,35,160 mt. D uring the 
year th e  total area under cu ltivation has 
increased  to 5 ,10,000 ha. A n im portan t 
characteri'stic o f  NR cultivation in India is 
a v e ry  h ig h  d e g re e  o f  g e o g ra p h ic a l  
concentration. Table 6 illustrates the point.

O n e o fth e m a in fe a tu re so fN P  cultivation 
in In d ia  is the dom inance o f sm allho ld ­
in g s  sec to r as its sh a re  in  a rea  un d e r

Value o f Relacivc 
Exports Share 
(R sm n) (PcrCeni)

cu ltiva tion  and p roduction  is about 85 per 
cent. T h e  dynam ic  grow th o f the  industry 
d u n n g  the last four decades and  projections 
fo r 1994-95 and  2000-01 are sum m arised 
in T ab le  7.

Com pared to the three m ajor NR producing 
c oun tries , viz. T ha iland , Indonesia  and 
M a la y s ia , In d ia  is  h av in g  the un ique 
advantage o f  a  cap tive m arket arising from 
aw elldevelopedrubi'crgoods manufacturing 
sector. India has been a net im porter o f NR 
since 1948 and  a t present India is ranked 
8 th  am ong  the m ajo r ru b b e r products 
m anufacturing countries. The trends in NR 
consum ption are furnished in Table 8.

An im portan t fea tu re  o f  rubber con ­
sum ption in India is a relatively higher share 
o f  d ry  ru b b e r  p roducts  m anufac tu ring  
sector accounting for about 86 per cent in 
1991 -92. Indian rubber goods manufacturing 
sector is basically  inw ard oriented catering 
to the internal m arket. T he pattern o f  exports 
o f rubber products from India appears to be 
ahonzontalextensionofitsexistingindustrial 
structure. Table  9 shows the structure of 
rubber products exports from India during 
1922-93. M ore than 90  per cent o f  India’s 
e x p o rt earn in g s co n sis ts  o f  d ry  rubber 
products and the relative share o f automotive 
tyres and allied products alone is 71.68 per 
cent. India had been enjoying a favourable 
ba lan ceo f trade in thefo re ign tradeo f rubber 
products since 1971-72 to 1992-93 without 
any significant change in the structure of

^ ^ O U R  DECADES
^  IN

Auto lyrw  and allied 
products 

Beltings
Cycle tyres and tubes 620 00 
Hoses
Rubber footwear 
Rubber soled footwear 

witli canvas upper 
Rubber sheetings 
Hygienic. m«lical and 
surgical ariicles o f 
rubber including glov<

, Oiheis
Total ___________________

D ir tc lv ry  <'/
f ^ m r , r s  m  M i u  (1993 94), Rubber 
Board. 1993-
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exportbfM ohanakuinar e ta ) 19941 H ow ever, 
in  th e  e m e r g in g  e c o n o m ic  s c e n a r io  
ch arac icn scd  by increasing  in iegration  of 
w orld m arket the  e x is ting  p attern  o f  exports 
can n o t he su s ta in e d  m a in ly  d ue  to  the 
ch an g m g  g loba l m ark e t stru c tu re  o f  the 
m a jo r p roducts  exp o rted . T h e re fo re , it is 
n e c e s sa ry  to  o u tlin e  th e  p r io r it ie s  and  
s tra teg ie s  for th e  N R p ro d u c tio n  s e c to r  and 
the ru b b e r  p roduc ts  m anu fac tu rin g  sec to r 
to  face  th e  c h a llen g es  a r ism g  in th e  post- 
G A T T  era.

PftlORITIES AND STRATEGtES

T he basis for any  scien tific  approach  in 
equ ipp ing  the NR cconom y o f  India has to 
e m p h a s is e  s te p s  fo r  o p t im is in g  th e  
opera tiona l e ffic ien cy  o f  the p roduction  
sec to r fo r th ree reasons, v iz , the ex isience 
o f  a cap tive  dom estic  m arket, exp lo iting  the 
po ien tia l fo rex p o rts  o f  p rocessed  rubber and 
th e  rubber p roduc ts w ith specific  locational 
advantage. T w o critical a spec ts in explo iting  
th e  e m e rg in g  o p p o r tu n i t ie s  a re ; c o s t 
com petitiveness and  q uality . A t present, the 
net incom e augm enting  m easures are more 
popu lar in Ind ia  com pared  to  cost saving 
m ethods. A dequate  availab ility  o f  labour, 
a b s e n c e  o f  re la t iv e ly  m o re  p ro f i ta b le  
allem ati ve c rops in the  ru b b e r grow ing  areas 
and a p ro te c t« l m arket fo r N R  appear to be 
th e  m ajo r factors. O ne  o f  tne  im portan t 
com ponen ts in  ensu ring  com petitiveness in 
the  industry is raw  m ateria l cost and  attem pts 
to co m a in u n it cost o fp roduc tion  is becom ing 
increasing ly  re levant in  the new  context. 
E ffic iency  in N R production  can  be ach ieved  
by  using  h ig h -y ie ld in g  m o d em  plan ting  
m aterials, by adopting low  frequency  tapping 
system s, jud ic io u s selection  o f  areas fo r 
expansion  o f  cu ltiva tion  and  b y  in troducing  
the concept o f  p roduc tiv ity  linked  wage 
structure.

Based on the docum en ted  data , the net 
effect o f  an  increased  p roductiv ity  per unit 
o f  area on  operational cost?, frtvestm ent cost 
and area required  for N R  p roduction  has 
been  w orked out to  o u tline  potential areas 
fo r exploitation.

T ab ic  10 show s the reduction  in unit 
operational cost at various yield levels. In 
view  o f the  grow ing dem and for NR the 
country  has to extend rubber cultivation to 
n o n - tr a d i t io n a l  a re a s . T h e  p o te n tia l  
productiv ity  in such areas selected should 
be o f  prim ary concern as op tim isation o f the 
unit operational cost is the m ajor com ponent 
in the criteria fo r selection. T able  11 shows 
thcca.'.e o f gross area rw juircd and investm ent 
cosi to be incurred to  achievc a production 
target o f  seven lakh mt o f NR at different 
assum ed yield levels.

S im ilariy , sign ifican t reduction in oper­
ational costs can  be achieved by increased 
tapping  task and by in troducing  suitable low  
frc 'jiicncy  tapping sytem s (Sethuraj 1994] 
T h e  c o s t co m p e titiv en ess  a ris in g  from  
reduction  in the operational costs is expected 
to form  the basis for the em ergence and 
su s ta in e d  g ro w th  o f  an in te rn a lio n a lly  
com petitive rubber goods m anufacturing 
sector m India. A nother potential area for 
exploit.ition in the production sector is the 
com m ercialisation  o f  the  by-products. In 
India, com m ercialisation o f  by-products such 
as rubber w ood, ru b b e r seed and  rubber 
honey  is not u p  to  th e  d esired  ex ten t [Tom s 
and  G eorge  1994]. In the rubber goods 
m an u fa c tu n n g se c to r .th e n e e d  fo ra  specific 
export po licy  is h igh ligh ted  [M ohanakum ar 
1994] to exp lo it the  locational advantage

T able 11: A rea and Investment R equired 
UNDER V arying Y ield Levels 

(Produchon target = 700000 MT)

Yield
(Kg/ha)

Area
Required

(ha)

Investment 
Required 
(Rs lakh)

750 933333 466667
1000 700000 350000
1250 560000 280000
1500 466667 233333
17.50 400000 200000
2000 3500)0 175000
2250 311111 155556
2500 280000 140000

Inveslmeni cost = Rs 50000/ha. 
Source: Setliuraj (1994),

T able 10: Operational Costs at Various Y ield Levels

Yield
(K g^a)

Total Cost 
(Rs/ha)

Additional 
Yield (Kgflia)

Additional Processing 
Cost (Rs/ha)

Average Cost 
Cost(Rs/kg)

800 13837 _ 0 16.7
1000 14437 200 600 14.4
1200 15037 200 600 12.5
1400 15637 200 600 tl.2
1600 16237 200 600 10.1
18(X) 16837 200 600 9.4
2000 17437 200 600 8.7
2200 18037 200 600 8.2
2400 18637 200 600 7.8
2600 19237 200 600 7.4

in  the p roduc tion  o f  latex based products 
and  by  re s ln ic lu rin g  the dcslinatlon of 
exports.
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