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New trends in 
global NR 
consu motion
Natural rubber will continue to gain market share 

based on its use in radial tyres and in a wide 
variety of latex medical goods
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T h e  w o rld  ru b b e r  p ro d u c ts  
m anufacturing industr\' grew sig­
nificantly over the last three and 
a ha lf decadcs. T here has been 
m ore than a three fold increase in 
ru b b e r  co n su m p tio n  from 4.42 
million tonnes in I960 to 15.l6  
million tonnes in 1995.

Alongside, a structural shift is 
o b s e rv e d  in  ru b b e r  p ro d u c ts  
m anufacturing from OECD coun­
tries to the Asia/'Pacific region in 
general and resource based coun­
tries in particular. The major un­
derlying factors appear to be the 
sustained econom ic growth of this 
region and locational advantages 
associated w ith the production o f 
selected products. Tlie process of 
grow ing relocation o f manufactur­
ing activity is also an effort to har­
ness the advantages o f  fast grow­
ing  m ark e ts  in th is  reg ion  and  
c o n s e q u e n t ly  m ajo r p ro d u c t 
groups w ithout obvious locational 
advantages are also being m anu­
factured on a large scale.

R em arkable sh ift
An im portan t consequcnce o f 

th e  relocation o f the manufactur­
ing activity has been a remarkable 
shift in the distribution of global 
elastom er consum ption during the 
35-ycar period from 1960-95. Dur­
ing this period the relative shares 
o f  th e  m ajor ru b b e r consum ing 
reg ions su ch  as N orth  Amercia

(3156) European Union (23%) and 
Eastern E urope (2196) have d e ­
clined to 23 p e rc e n t, 17 per ccnt 
and 8 p e r  cen t respectively. Con­
versely, th e  Asia/Pacific region s 
n ibber consum ption grew  steadily 
during this period and its relative 
share has increased from 12 p er 
c e n t in i9 6 0  to  4 4  p e r  cen t in 
1995. Among the Asian countries 
th e  g row th  ra tes in rubber con ­
sum ption o f  China and India are 
rem ark ab le  co m p ared  to  o th e r  
m ajor ru b b e r p roducts m anufac­
tu ring  co u n trie s  du ring  the  last 
decade (Table 1)

P roducts boom
The boom  for rubber products 

manufacturing activity in the Asia/ 
Pacific region is also prom pted by 
factors such  as locational advan­
tages in the  m anufacture of prod­
u c ts  w ith  h ig h er natural rubber 
content, cheaper labour, compara­
tiv e ly  fre e  flow  o f  cap ita l and 
faster grow th of regional markets. 
This has led to  relocation of manu­
facturing units to this region. It is 
also reasonable to expect that the 
offtake o f rubber in this region is 
likely to increase to m ore impres­
sive figures, considering the low 
p e r  cap ita  ru b b e r co nsum ption  
com pared to  th e  levels achieved 
in developed countries. It is also 
w orth  noting that the Asia/Pacific, 
reg io n  has .the  w o rld 's  h ighest
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tyre and the GRG sectors, m ore in 
favour of the  latter.

Structural changes
A decom position  o f the  dom i­

nant au tom otive ty re  and allied 
products sector show s significant 
structural changes in terms o f  geo­
g raph ica l d isp ers io n  o f  c o n tro l 
and  p a tte rn  o f  p ro d u c tio n  and  
grow ing oligopoly p ow er In spite  
o f  the  fact th a t OECD coun tries 
account for a lion’s share o f the 
p ro d u c tio n  an d  c o n s u m p tio n  
even today. For instance, the  rela­
tive share o f the USA in the w orld 
production o f car tyres declined 
from 73 per cent in 1950 to 28 per 
c e n t in 1990 and  th e  sh a re  o f

Tsble 1

1  Annual average growth^. 1  
1  rata.during 198S4S-<%) 1

Country G row th  rate

U SA 1.5
Germany 0.4

cis- 13.3

China 8.8
India 7.9
Japan 1.8
Other countries 2.7
World 1.3

* Commonwealth of Independent 
States (CIS) data and as Russian 
Federation data on ly  available 
from 1982

truck tyre has declined to 16 p er 
cen t from 57 per cen t during the 
sam e period.

Tlie growing oligopoly pow er is 
evident from the steady increase 
in the  market share of the  leading 
m u ltin a tio n a l firm s su c h  as 
M ich e lin , B rid g e s to n e  an d  
G oodyear w h ich  to g e th e r  c o n ­
trolled about 53 p er cen t o f  the 
w orld  tyre m arket in 1993 com ­
pared  to 23 p e r cent in 1979. At 
this juncture, it becom es im pera­
tive to point out that in the major 
shake-up that took p lace  in th e  
1980s m ultinational tyre com pa­
nies based in W estern Europe and 
Japan have gained at the expense 
o f American com panies w hich in­
v o lv ed  m erg e rs  and am alg am ­
ations. Although developing coun­
tries have improved their relative

shares in the automotive tyre sec­
to r , su b stan tia l changes in th e  
near future are ruled out due  to 
the  pivotal position of the m ulti­
national com panies in controlling 
the production and m arketing of 
t)TC and allied products as well as 
tlie major petro-based inputs.

On a global scale, the p ercen t­
age o f NR in the  total rubber con­
sum ption decreased from 55.9 per 
cen t in 1955 to 29.6 per cen t in 
1979, before  rising to 39.0 p e r  
cen t in 1995. The main reasons 
behind the declining share o f \R  
in th e  earlie r period , may have 
been the steady increase in total 
rubber dem and vis-a-vis increase 
in  NR p ro d u c tio n  an d  th e  
p a tro n is in g  p o licy  o f th e  ty re  
MXCs to prom ote capiive supply.

The improving quality and vari­
ety of the SR industry-s products 
w ere also factors in/lucncing the 
rise in the share o f SR during the 
period. Increased availability of SR 
and  re la tiv e  NR/SR p rices  also 
played a role in determ ining the 
relative shares. Technical reasons 
also w ere  factors if the relative 
p rices  w ere  reasonab le . In the  
case of SBR, cold polymerisation, 
oil extension and  developm ent of 
fu rnace type carbon  blacks im ­
proved its quality and cost advan­
tage. At the  o th e r end. su b stitu ­
tion o f NTl by SR involves com plex 
technology and m ore significantly 
NR has certain  p ropen ies w hich  
cannot be duplicated by SR.

D ecline in  SR share
Tlie decline in the share of NR 

started  to reverse in tiie 1980s. 
This could  be a ttrib u :ed  to  the  
increased usage of truck tyres, the 
effect o f oil price shocks, w hich 
resulted in both an acceleration of 
th e  rad ialization  p ro cess  and  a 
move to a rubber w ith low rolling 
re s is ta n c e . T h e  o il c ris is  a lso  
caused a rise in SR price helping 
to raise the NR share. Tne collapse 
o f the  econom ies in the form er 
Soviet Union and Centn;! and East­
ern  Europe has further prom oted 
th e  decline in SR share bo th  in 
production  and consu.^iption. In 
th e  non-tyre s e c to r , the  m ove­
m ents in the relative XR-SR share 
are due to econoniic n th e r  than 
technical reasons. ^
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Imports of rubber products from produdngX^
countries to  OECD economies

(Value in US S million)

1989 1992
Countries Va lue  of 

im ports
Percentage

share
Value of 
im ports

Percentage
share

Malaysia 353.46 35.50 730.49 44.60

Thailand 167.92 16.90 273.17 16.70

Brazil 186.57 18.70 216.43 13.20

Mexico 120.02 12.10 103.16 6.30

China 58.67 5.90 85.61 5.20

India 35.61 3.60 73.59 4.50

Sri Lanka 27.37 2.70 72.50 4.40

Indonesia 36.34 3.70 -3.83 4.30

Philippines 9.48 1.00 14.72 0.90

tlie  long-term  tre n d  o f  e x p o r t  
grow th in Asia could then be ex ­
pected.

NR will continue to gain m arket 
share based on its use in radial 
tyres and in a w’jde variety of latex 
m edical goods, sucli as m edical 
examination gloves. The NR sec­
tor might show  an increased use 
in engineering and construction  
industries, as well as tlirough de­
v e lo p m e n ts  su c h  as p o ly m e r 
blends and alloys, therm oplastic  
NR and epoxidised NR.

G reen streng th
The higher green strength  and  

clastic modulus o f NR are advan­
tages over its s>'nthetic equivalent, 
isoprene rubber (IR). Above all NR 
is the product o f a sustainable bio­
logical process w hich has a very 
low  overall impact on environm e­
nt and w hich helps in minimising 
the greenhouse effect. This is in 
sharp  con trast to  SR, p ro d u ced  
from depleting sources of hydro­
carbons in an energy  in tensive  
process w hich add to the ea rth ’s 
CO2 levels. In term s of case and 
consistency in processing, ordina­
ry NTl is at a disadvantage. For this 
reason technically  specified  and 
o ther tailored forms o f NR be tte r 
m eet consum er requirem ents.

In the  case of SR, SBR will con­
tin u e  to d o m in a te  th e  m ark e t. 
However, there could be increas­
ing preference  for solu tion  SBR 
over the com m on emulsion type. 
The fastest grow th am ong SR is

likely to be with EPDM n ibb eran d  
possibly butadiene rubber (BR). 
O ther types of SR are expected  to 
show  relatively slow er grow th.

Future supply
A forecast on NR output is gen­

erally based on ariables sucli as 
p rice , yield, a c t-ag e , e tc . How ­
ever, high price and high yield do 
n o t n e c e ssa rily  g u a ra n te e  in ­
creased supply of rubber. A liigli 
price o f rubber can only 'tem po­
rarily’ raise the ou tput level. The 
most important factor determining 
the  availability of rubber is its rela­
tive profitabilit)’ vis-a-vis the com ­
p e tin g  alternatives. S im ultaneo­
usly , th e  o p p o r tu n ity  c o s t  of 
labour engaged in the rubber sec­
tor also has gone up considerably 
among the major producing coun­
tries, especially Malaysia.

For exam ple, there  w ere  ver\’ 
few  o ther opportunities in Malay­
sia, apart from producing rubber 
and  o th e r  co m m o d ities , 20-30 
years ago and w ages in th e  city 
w ere no t high enough to  attract 
tappers away from plantations. As 
a resvilt Malaysian rubber ou tp u t 
increased rapidly and enabled her 
to  co n tin u e  to b e  th e  to p  p ro ­
ducer. How ever, during the  last 
te n  y ea rs  o p p o r tu n ity  c o s t o f  
labour has increased due to  rapid 
industrialization and the resulted 
rise in wages. In this process large 
num ber o f w orkers have migrated 
to  industrial centres from planta­
tions. C onsequen tly , M alaysian



output has declined. The trend is 
likely to co n tin u e  and  w ill only 
te m p o ra rily  b e  in te r ru p te d  by 
high prices, Increasing opportur- 
nity costs will be faced by all rubb­
er growing countries at appropria­
te stages o f econom ic developm e­
nt. Next could probably be Tliai- 
land, then Indonesia and so on.

NR shortnge
The im p lica tion  o f  th e  rising 

o p p o rtu n ity  co s ts  in m ajo r NR 
exporting  co u n tries  is th a t the 
supply of NR is likely to decline as 
dem and continues to  increase. NR 
consum ers m ight eventually face 
sliortages. NR is an ex p o rt com ­
m odity and as m ajor p roducing  
c o u n trie s  c o n tin u e  to  increase  
their rubber consum ption, only a 
declining volume o f rubber will be 
available in the global market. Sus­
tained R&D efforts on NR produc­
tion and the consequent increase 
in yield levels and ex ten sio n  of 
rubber cultivation in em erging i\R 
producing countries like Vietnam

might have some sobering effect, 
b u t not much significant.

In the  case of SR, production is 
likely to be in tune w ith consimij>- 
tion  w ith  the capacity in the de­
v e loped  countries beg inn ing  to  
sa tu ra te  and new  and increased 
capacity  being developed in the 
Asia/Pacific region. Most o f the  
m ajor NTl producing countries are 
planning to cither start production 
o f  SR o r increase existing capaci­
ties . This will en su re  ad eq u a te  
supply o f SR for the growing rub­
ber industry* in the region at least 
fo r the  im m ediate fu ture . H ow ­
ever, availability o f SR in the long­
term  would be influenced by the 
avai]ab i]iry  o f  p e tro le u m  feed  
stocks and environmental consid­
erations.

E nvironm ental issues
At a global level, there  are seri­

ous environmental issues such as 
damage to the ozone layer and in­
creasing levels  o f carbon dioxide. 
U n su sta inab le  land use cau ses

solid erosion and w ater pollution) 
Production  and consum ption  oĵ  
c o m m o d itie s  in v o lv e s  ‘sociafl 
costs’ such as pollution. UNCTac 
and  o th e r agencies realized thj^ 
im portance o f in ternalization of 
environm ental costs and the use  ̂
of econom ic and o th e r measure 
fo r achieving sustainable develop 
m ent. The prices o f both  NR and 
SR couJd re flec t environm ental 
costs.

UNCTAD b e lie v e s  th a t  Nj 
stands to gain from internalizatioj; 
if is it w ere carried out in the er 
tire  ru b b e r industr) '. It is likelj 
that SR causes m ore negative er 
vlronm ental im pacts than NR ani 
may have e x te rn a liz e d  (subs( 
dized) cost com ponents. Interna 
ization o f  costs for both NR and 
SR w o u ld  cause  b o th  prices tc 
rise, particu larly  fo r SR, for ej 
ample, through tax  on energy cor 
sum ption. As NR is m ore environ 
m entally  friend ly  th an  SR, co3 
internalization w ould  favour tK? 
form er more.

FOR SALE
A com plete  TECH N ICA LLY  SPEC IFIED  RU BBER 
M A N U FA CTU RIN G  PLANT in Sri Lanka, w hich is 
currently in production, is available for sale. If interested, 
please write requesting for a complete list of the machinery 
available or visit us for inspection of machinery. The buyer^ 
shall dismantle and remove the machinery from site at hisj 
own expense and cost.

P lease app ly to :
The Advertiser
P.O. Box 791, Colombo, Sri Lanka
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