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L C om petitiveness an d  q ua lity  are the price guid ing  factors determ in ing  the 
feas ib ility  o f N R p roduction  in the context of g lobalisation.

I he con tin u in g  f in an cia l c ris is  
afflicting the e a s t an d  s o u th e a s t 
Asian countries since m id -1 9 97  has 
attracted considerable  a tten tion  both  
at the academ ic and p o licy  levels. 
However, re s p o n se s  to  th e  c ris is  
varied in term s o f  the e x p lo ra tio n  o f 
the underlying fac to rs, in assessin g  
the econom ic c o n seq u en ces  and  the 
policy prescriptions.

The com peting e x p la n a tio n s  o f  the 
crisis a re  c lu s te re d  a ro u n d  th ree  
major facto rs, ac tin g  s in g ly  o r in 
conjunction : (i) s truc tu ra l asp ec ts .
(ii) m acro econom ic im balances and
(iii) financial fa ilu res. A m o n g  the 
th ree  fa c to r s ,  f a i l u r e s  in  th e  
financial secto r is now  in c reasin g ly  
accepted as the cruc ia l o n e  thou gh  
the other tw o  have p layed im portan t 
roles in p rec ip ita ting  the c risis .

fin a n c ia l  c o l l a p s e

The financial collapse w as I he logical 
cu lm ination  o f  an in a p p ro p r ia te  
financial l ib c n i I \ , j i l o n  s tra te g y  
'^ith volatile  cap ita l flow s ac tin g  
as a tr ig g e r in g  fa c to r . T h e  e a s t  
Asian financial c ris is  is g en e ra lly

C h a i rm a n
Koitayam .

' f  t h e  R u b b e r  B o a r d ,

c h arac terised  by a sudden and steep 
devaluation o f  the nal ional currencies 
in te rm s o f  dollar, a s im ilar d ro p  in 
p rices o f  stocks in the national stock 
m a rk e ts , a s te ad y  d e c lin e  in the 
s tock  o f  the o ffic ia lly  held foreign 
e x ch an g e  re se rves  and increase in 
the in te rest rale.

A m o n g  th e  e a s t  an d  S o u th e a s t  
Asian countries. Indonesia. Thailand. 
M a la y s ia  and  S o u th  K o rea  have 
so  fa r  b e e n  r e p o r te d  to  b e  the 
w orst-h it v ic tim s o f  the crisis.

W h ile  a ll n e w ly  in d u s tr ia l is in g  
c oun trie s  (N IC s) in the region have 
b e e n  a f f e c te d  by  th e  c u r r e n t  
c r i s i s ,  th o s e  le s s  a f f e c te d  a re  
T aiw an, S ingapore aiid H ong Kong. 
T h ese  e c o n o m ie s  a re  re p o rte d  to 
be successfu l in expo rting  capita l 
s ince  m id -1 9 8 0 ’s using  m a in land  
C h in a  and o th e r S o u th east A sian  
e c o n o m ie s  as m anufac tu ring  bases.

H ow ever, convergence  o f  the c risis  
in th e  reg io n  appears  to  underline  a 
p a r t ic u la r  p h a se  o f  in te rn a tio n a l 
c a p i t a l i s m  -  c h a r a c te r i s e d  by 
d e r e g u la t i o n  a n d  in c re a s e d  
e co n o m ic  in teg ra tion  -  w hich  has 
led to  d ram atic  m aterial changes and 
uncertainty.

S E R IO U S  IM P L IC A T IO N S

It is in teresting  to  note  tha t the three 
w orst-hit victim s o f  the cuiTent crisis 
are the m ajor natural rubber (N R ) 
p roducing  countries, viz.. T hailand, 
Indonesia and M alaysia. In 1997, the 
c o m b in e d  s h a re  o f  th e s e  th re e  
c o u n t r i e s  in  to ta l  w o rld  N R  
production  and exports w ere 71.3 
p e r  c e n t  a n d  8 6 .8  p e r  c e n t 
respectively. T he  developm ents in 
these coun tries s ince m id -1997 may 
h ave  se r io u s  im p lic a tio n s  on the 
w orid  rub ber econom y as weli as 
o ther m ajor N R  producing countries 
like India.

W hat is the c u rren t s ta tu s  o f  the 
Indian m bber econom y in the context 
o f  the c risis , w hat a re  the potential 
im p l ic a t io n s  a n d  w 'ha t a r e  th e  
s tra te g ie s  to  be a d o p te d  fo r the 
s u s ta in e d  g ro w th  o f  th e  In d ia n  
rub ber industry?

T h e  un iq ue  fea tu re  o f  the Ind ian  
ru b b e r  p ro d u c t io n  s e c to r  is  its  
in ternal m ark et o rien ta tion  arising  
fro m  a c a p tiv e  d o m e s tic  m a rk e t 
com pared  to  the expo rt orien tation  
o f  the th ree  m a jo r N R  p ro duc ing  
coun tries. In 1996-97, the re la tive 
share o f  exports o f  lubb er in the total
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produclion w as less  than  o n e  per 
ccnt which is in sharp  co n tras t to  
ihe respective sh a res  o f  T h a ila n d  
(91 per c e n t), In d o n e s ia  (8 9  p e r 
cent) and M alaysia  (6 0  p e r  cen t).

Though the estim a ted  re la tiv e  share  
of rubber p ro ducts  m a n u fac tu rin g  
sector in the to tal va lue  o f  indu stria l 
output in Ind ia  is e s tim a te d  to  be 
only less than 2  per cen t, tw o  d istinc t 
features o f  this sub -sec to r com pared  
to other th ree m ajo r N R  p ro d u c in g  
counuies a r e : a com paratively  w ider 
and la iger m an u fac tu rin g  base  and 
the inward m ark et o rien ta tion .

P IV O T A L  R O L E

India is the fou rth  la rg es t p ro d u c e r 
and consum er o f  N R  in th e  w orld  
and it occupies fifth  rank  in lota! 
rubber co n su m p tio n . In  fa c t, the  
m anufacturing sec to r has  p lay ed  a 
pivotal ro le  in th e  g ro w th  o f  th e  
production sec to r by  ab so rb in g  the 
steady increases in th e  p ro d u c lio n  
of rubber

The genesis o f  the dynam ic  g ro w th  
o f th is  s u b -s e c to r  h a s  b e e n  th e  
colonial pa tro nag e  to  c a te r  to  the 
increased indu str ia l re q u ire m e n ts  
during the in te rw ar y ears . D u rin g  
this period, dom estic  c o n sum ption  
o f NR w as th e  h ig h e s t  in  In d ia  
c o m p a re d  to  o th e r  m a jo r  N R  
producing coun tries a n d  as e a rly  as 
in 1947 dom estic  co n su m p tio n  o f 
n r  outstripped its p roduction  in the 
country. T his m arks th e  g radua tion  
o f Indian rub ber p ro duc tion  sec to r 
from  its  in itia l p o s itio n  o f  a nel

e x p o r t e r  to  th e  s ta tu s  o f  a n e t 
im porter exhibiting  the characteristic 
o f  a  w iden ing  m anufac tu ring  base,

A  significant decline in grow th o f the 
c o n su m p tio n  appears  to  be m ainly  
r o o te d  in  th e  r e c e n t  in d u s t r ia l  
recess ion  in the coun try  and partly 
d u e  to  th e  s tm c tu ra l charac teris tics  
o f  th is  in d u s tr ia l su b -sec to r. T h e  
e v o lu tion  o f  Ind ian  ru b b er p ro ducts  
m an u fac tu rin g  sec to r as a  su p p le ­
m e n ta ry  se g m e n t c a te r in g  to  the 
re q u irem en ts  o f  th e  large industria l 
base  in the cou n try  ra th e r than  as a 
r e l a t i v e l y  i n d e p e n d e n t  e x p o r t  
o rie n te d  s e c to r  a s  in the  c a se  o f  
M a la y s ia  is th e  m o s t im p o rta n t 
s t r u c tu r a l  c h a r a c te r i s t i c  o f  th e  
industry.

Consequently, the industry dom inated 
by  the  p ro d u c tio n  o f  d ry  ru b b e r  
p ro d u c ts ;  e s p e c ia l ly  a u to m o tiv e  
ty r e s  a n d  a l l i e d  p r o d u c ts ,  is 
c o n c e n tr a te d  in  th e  in d u s tr ia l ly  
a d v a n c e d  re g io n s  in th e  c o u n try  
ra th e r th an  in the s ta le  o f  K era la  
w h ich  has a  n ea r m on opo ly  in N R  
p ro d u c tio n  (93  p e r cent).

B A L A N C E  O F. T R A D E

D e sp ite  an in s ig n if ic a n t sh a re  o f  
ru b b er p ro duc ts  (0 .96  p e r cen t) in 
In d ia ’s to ta l e x p o rt e a rn in g s , the 
c o u n t r y  h a s  b e e n  e n jo y in g  a 
fav o u rab le  ba lan ce  o f  trad e  in  the 
fo re ig n  tra d e  o f  ru b b e r  p ro d u c ts  
d u r in g  the 25 y ea r p e rio d  betw een  
1971-72  to  1996-97 . In fa c t, the  
su rp lus has been reg istering  a  steady 
increase as the total value o f  im ports

e x p re ssed  as a p e rc e n ta g e  o f  the 
va lue  o f  exports has dec lined  from  
4 0  per cent in 1971-72 to  27 p e rcen t 
in 1996-97. To a  large extent. Indian 
r u b b e r  p r o d u c ts  e x p o r t s  is  a 
horizontal extension o f the structure 
o f  its rub ber products m anufacturing

D IS P A R A T E  T R E N D S

T h e  r e la tiv e  sh a re s  o f  th e  th ree  
p ro d u c t g ro u p s, v iz .. d ry  ru b b er 
p ro ducts  (includ ing  auto  ty res and 
a llied  p roducts), la tex  p roducts, and 
o th e r  p ro d u c ts  s h o w  d is p a ra te  
tren d s  du rin g  the 2 6  y ea r period. 
T h o u g h  the a u to  ly res  and a llied  
products group has been maintaining 
its position  as the m ost im portant 
in d iv id u a l p ro d u c t g ro u p  w ith  a 
m arg inal increase o f  m ore than 7 per 
cen t, its share  has dec lined  from  the 
peak level ach ieved  in 1990-91.

T h e  share  o f  d ry  I'ubber p ro duc ts  as 
the m a jo r sub  g ro up  has reg istered  
a steady decline to  the ex ten t o f  more 
than  12 p e r cen t. C onverse ly , the 
latex p roducts and the o ther products 
g ro ups have m ore  than  d oub led  the 
re la tiv e  sh a re s  in d ic a tin g  h ig h e r 
e x p o r t  i n te n s i ty  o f  p r o d u c t io n  
com pared  to  the d ry  rubber products 
g ro u p . In  th is  c o n n e c t io n ,  it is 
im p o ita n tto n o le lh a tin  1996-97,the 
e x p o r t in ten s ity  o f  bu s  and  truck  
ly res w h ich  is the s ing le  im p ortan t 
p ro duct acco un ting  fo r abou t 55 per 
c e n t o f  the expo rts  w as on ly  21 .50  
p e r cent,

H ow  the financial crisis has affected  
the Ind ian  ru b b er industry?
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The em erging trends in the financial 
sector had a cascad in g  effec t on  ihe 
various seg m ents  o f  the rea l sec to r 
as e v id e n t  f ro m  th e  s lu g g is h  
p e r fo rm a n c e s  *of e x p o r t s ,  G D P  
growth rate, the external ba lanccand  
FD I flow s in to  th e se  e c o n o m ie s . 
Am ong the vario us  seg m en ts , the 
trends in the expo rt seg m en t assum e 
more im portance  fo r tw o  reaso n s  :
( i) th e  g l i t t e r i n g  g ro w th  
pe rfo rm ances  o f  th e  N lC s  s in c e  
1980s has been on th e  e x p o rt-le d  
g row th  s tra te g y  a n d  ( ii)  ih e  n e t 
im p ac t o f  th e  c r i s i s  o n  In d ia n  
econom y and its ru b b er sec to r w ill 
be m ainly transm itted  th rough  the 
external trade channel.
Theoretically, the e x p o its  from  the 
crisis-ridden c oun trie s  now  have  to 
be su p e r-c o m p e tit iv e  a n d  e x t r a ­
ordinarily cheaper m ainly on account 
o f the h igher ra tes o f  deva lua tion . 
In fact, the  a ffec ted  co u n tr ie s  are 
India’s com petito rs in several m ajor 
markets for p ro duc ts  ran g in g  from  
primary com m odities to  eng ineering  
goods. H ow ever, it is repo rted  that 
at least in the sho rt run . a p p re h e n ­
sions on th is  issue a re  u n likely  to  be 
rea lised  fo r  th re e  re a s o n s : ( i )  a 
re la tiv e ly  h ig h e r  in te r e s t  ra le s  
consequent to  tigh t m on etary  policy  
have pushed up the e x p o rte r’s costs,
(ii) a h ig h e r im p o r t- in te n s i ty  o f  
exports from  th ese  c o u n tr ie s  and 
fiii)  d if f ic u l t ie s  o f  e x p o r te r s  in 
securing le tte rs  o f  c re d it th ro u g h  
local banks.
t h r e a t

T here a re  o th e r po ten tia l sou rces  
o f th rea t on In d ia ’s p e rfo rm a n c e

e m a n a tin g  from  the fm ancial and 
trad e  sec to rs . H ow ever, all m ajor 
c ris is  ind ica to rs  o f  Ind ia vis-a-v is 
Ihe five affec ted  coun tries suggest 
a com parati vely s tronger position o f 
the coun try  excep t the governm ent 
b u d g e ta ry  d e f ic it .  N e v e r th e le s s , 
c o n t r o l s  o n  c a p i ta l  a c c o u n t  
c o n v e rtib ility  is th e  s ing le  m ajo r 
reason  fo r in su la ting  Ind ia from  the 
serious c onseq uences o f  the A sian 
c ris is . S im ila rly , th e  d irec t trade  
im p act o f  the A sian  c risis  on  Ind ia’s 
is a lso  likely  to  be lim ited  as the 
m a jor destina tions o f  Ind ian  exports 
a rc  E u ropean  U nion  and the USA.

A s b u lk  o f  I n d ia 's  e x p o r t s  a re  
a c c o u n te d  fo r by  th e  d e v e lo p e d  
industrial countries, the direct im pact 
o f  the crisis on  Indian exports w ould 
be m a rg in a l a t least in the sh o rt 
run . H ow ever, the c ase  o f  rub ber 
p ro d u c ts  ex p o rts  dem an d s  fu rther 
analysis  s ince re la tiv e  share  o f  A sia 
is abou t 50 p e rc e n t o f  the total value 
o f  ex p o rts  from  th is  sector.

f: c h o  e f f e c t s

C o n c e p tu a l ly ,  th e r e  a re  th re e  
im p o rta n t s o u rc e s  o f  in d ire c t o r 
‘e c h o ' e ffec ts  on  the rub ber sec to r 
in the con tex t o f  the curren t crisis, 
T h e  th ree  p o te n tia l so u rc e s  a re  : 
(ij im pact o f  the dec lin ing  w orld  NR 
p rice s  on  In d ia ’s N R  p ro d u c tio n  
sector, (ii) indirect and d irec t effects 
o n  th e  r u b b e r  p ro d u c ts  
m anufactu ring and expo rt secto rs on 
acco un t o f  A sia ’s dom inan t share in

exports and (iii) c om petitiveness o f 
the latex p ro duc ts  m anufac tu ring  
and e x p o n  in the backdrop o f the 
d e c l in e  in  ra w  m a te r ia l  p r ic e s  
c o n s e q u e n t  to  d e v a lu a t io n  o f  
currencies.

T he declining trends in world market 
p rices  o f  N R  assum e im portance 
due to  a very high degree o f  export- 
o r ie n ta tio n  o f  N R  p ro d u c tio n  in 
T hailand . Indonesia  and M alaysia 
and its ind irec t e ffect on Ind ian NR 
prices since early  1990s.

D e sp ite  a h ig h er p rice  o f  N R  in 
1998 in Ind ian  and w orld  m arket 
com pared  to  the 1992 level, there 
has been  a su b stan tia l dec lin e  in 
bo th  th e  p rices  s in ce  1996. To a 
certa in  ex ten t, the com parab ility  o f 
the prices is circum scribed  by  the 
e x c h a n g e  ra te  v a r ia tio n s  in th e  
re levan t local curren cies vis-a-vis 
the US dollar. However, an important 
trend  hav ing  serious  im p lications 
on the Ind ian  N R  production  secto r 
has been a m ore o r less synchronised 
m o v e m e n t o f  p rice s  in b o th  the 
m arkets since 1992.

A p la u s ib le  e x p la n a tio n  fo r  the 
o b se rv e d  trend  s ince  1992 is the 
po licy  ch a n g e s  on the procedura l 
fo rm alities regard ing  the channel o f  
imports. S ince J 991-92 the canalised 
im ports th rough  the S tate  T rading 
C o rp o ra t io n  h a s  n o t o n ly  b een  
d ro pped , m ore than 97 p e r cen t o f 
the total quantity o f  im ported N R  till 
1997-98 (1 , 6 L 781 to n n es) w as 
exem pted  from  im port duty  under 
the E xp o rt Incen tive  S chem e and 
Public  N o tifica tion  Schem c.
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S E R IO U S  IM P A C T

In spile o f  the serious iim ila lio n s  in 
quan tify ing  th e  net im p ac t o f  the 
po licy  c h a n g e , it is  in c re a s in g ly  
b e c o m in g  e v id e n t  th a t w ith  th e  
l ib e ra l is a tio n  o f  th e  p ro c e d u r a l  
formalities, the Indian m anufacturers- 
cum -exporters o f  ru b b er p ro duc ts  
will be inclined to  im p ort N R  if  the 
dom estic prices a re  h ig h e r than  the 
C.I.F. value o f  the in ip o n e d  rubber. 
T herefore, th e  re p e rc u ss io n s  o f  the 
declining w orld  N R  p rices  and the 
liberalized  e x p o rt- im p o rt p o lic ie s  
appear to have serious im p act on the 
dom inant N R  p ro d u c tio n  sec to r in 
Ind ia as th e re  a re  l im ita t io n s  in 
pursuing a p ro te c ted  p rice  po licy  
regime.

The com position  o f  ex p o rts  show s 
that except tlie E E C , am o n g  the four 
trading b locks, the m a jo r p ro duct 
exported to  all the o ther th ree regions 
is truck  and bus ty res  and  A s ia ’s 
share is the h ig h est (67 .9  p e r  cen t). 
The relative share  o f  latex  p ro duc ts  
g roup  is th e  h ig h e s t in th e  E E C  
follow ed by o th e r c o u n trie s  g ro up  
and the U SA .

How ever, the m ost strik in g  fea tu re  
o f com position  o f  th e  ex p o rts  is a 
higher degree  o f  d ive rsif ied  exports  
to  th e  E E C  c o m p a re d  to  o th e r  
re g io n s . T h e  n e t im p a c t o f  th e  
c u rre n t e x p o r t  s t ru c tu re  w ill be 
centered around the truck  and  bus 
tyre segm ent due to  its share  in  to tal 
expo rts  (55  p e r c e n t)  a n d  A s ia ’s 
share  in th e  to ta l e x p o rts  o f  th is  
product (61 per cent).

T he  slow  dow n o f  industria l grow th 
in  1996 an d  1997  and  n e g a tiv e  
g r o w th  in  th e  p r o d u c t io n  o f  
com m ercial veh icles ( -6 .9  p e rc e n t 
a n d  - 3 3 .2  p e r  c e n t re sp e c tiv e ly ) 
have re llec ted  In a  nega tive  grow th 
rate  (—4.0 p e r cent) in the production 
o f  tru c k  a n d  b u s  ty re s  in 1997. 
D e s p ite  a la rg e  c a p tiv e  in te rn a l 
m ark et and p reva lence  o f  the traces 
o f  p ro te c t io n is t p o lic ies , the tyre 
sec to r is on  the very  o f  sign ifican t 
s h a k e - u p s  w ith  th e  e n t r y  o f  
m ultinational corporations in the field 
o f  veh ic le  and ly re  m anufac tu ring  
in the cou n try  conseq uen t to  policy  
c h a n g e s  in recen t years.

L A T E X  P R O D U C T S

T h e  po ten tia l im p act on the latex 
p ro d u c ts  sec to r c o n seq u e n t to  the 
c r is is  in M a la y s ia . T h a i la n d  and 
Ind onesia  has im p lica lions  for the 
e xpo rt and NR p ro duc tion  sec to rs 
in Ind ia. T h e  cu rren cy  devalua tion  
in  th e s e  c o u n tr ie s  le a d in g  to  a 
c om para tive ly  c h eap er raw  m aterial 
b a s e  e n a b le  th e  la te x  p ro d u c ts  
m anufac tu re rs  to  co m p e te  w itti an 
inheren t initial advantage.

T he  issue a ssum es im portance since 
it is repo rted  that be tw een  1992-94 
Ind ia  has  m ade  the h ighest increase 
in ex p o rts  o f  g lo v es  (156  per cen t) 
o ffe rin g  s tiff  com petition  to  h e rN R  
p ro d u c in g  c o u n tr ie s  in the w orld  
m a rk e t .  T h is  p ro d u c t  g ro u p  is 
considered  as the boom ing  segm ent 
as it n e a rly  d o u b le d  its  sh a re  in 
expo rts  du ring  the period be tw een  
1970-71 and 1996-97.

To sum m arise , the analysis o f  the 
im p act o f  the A sian  c ris is  on  the 
Ind ian  rub ber sec to r ind icates the 
fo llow ing :

(i) In th e  s h o r t  ru n  th e  d ir e c t  
im p act o f  the crisis w ould be 
lim ite d  on  In d ia ’s f in an c ia l 
s e c to r  a n d  e x p o r t s  due-^to 
c o n tr o ls  on  c a p ita l  acc( iu n t 
conveilib ility  and destination o f 
exports.

(ii) T h e  im p a c t  o n  th e  N R  
p ro d u c tio n  s e c to r  is m ain ly  
confined  to  the synchronization 
o f  d o m e s tic  p rice s  v is a -v is  
w o rld  m a rk e t p rice s  d u e  to  
po licy  changes.

(iii) T h e  trends in the dom inan t dry 
rub ber p ro ducts  sec to r w ould 
be m ain ly  in flu e n c ed  by the 
g ro w th  ind icato rs in the Ind ian 
e c o n o m y  r a th e r  th a n  th e  
e x p o ils  to  A sian  coun tries.

(iv) T he  e m erg ing  trends indicate  a 
c om para tive ly  h igh er potential 
iinpact on the export-o rien ted  
latex  p ro duc ts  m anufac tu ring  
sector.

S T R A T E G IE S

T h e  fu tu re  p rio rities  and  stra tegies 
o f  In d ia n  ru b b e r  s e c to r  sh a ll be 
focused on the basis o f  the em erging 
issues co n fro n tin g  the p ro duction , 
m anufac tu ring  and e xport secto rs. 
T h e  fo re g o in g  a n a ly s is  su g g e s ts  
co n sid e rab le  recasting  o f  the policy
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Outlook C

S E R IO U S  IM P A C T

In spite o f  the serious  lim ita tions in 
quan tify ing  the net im p ac t o f  the 
policy  c h a n g e , it is in c re a s in g ly  
b e c o m in g  e v id e n t  th a t w ith  th e  
lib e ra l isa tio n  o f  th e  p ro c e d u r a l  
formalilies, the Indian manufacturei-s- 
cum -exporters o f  ru b b e r p ro d u c ts  
will be inclined  to  iii ip o n  N R  if  the 
dom estic prices are  h ig h e r than ihe 
C.I.F. value o f  the im p orted  rubber. 
Therefore, the re p e rc u ss io n s  o f  the 
declining u 'o rld  N R  p rices  and  the 
liberalized e x p o n - im p o r t p o lic ie s  
appear to  have serious  im p ac t on the 
dom inant N R  p ro d u c tio n  sec to r in 
Ind ia as th e re  a re  l im ita t io n s  in 
pursuing a p ro tec ted  p rice  p o licy  
regime.

The com position  o f  ex p o rts  show s 
that except the E E C . am o n g  the four 
trading b locks, the m a jo r p ro duct 
exported to all the otlier three regions 
is truck and bus ty res  and  A s ia ’s 
share is the h ig h est (6 7 .9  p e r cent). 
The relative share  o f  latex p ro duc ts  
g roup  is the  h ig h e s t in th e  E E C  
follow ed by o th e r c o u n trie s  g ro up  
and the U SA.

H ow ever, the m ost strik in g  fea tu re  
o f  com position  o f  the ex p o rts  is a 
higher degree  o f  d ive rsif ied  exports 
to  th e  E E C  c o m p a re d  to  o th e r  
re g io n s . T h e  n e t im p a c t o f  th e  
c u rren t e x p o r t s t ru c tu r e  w ill be 
centered  around  the truck  and  bus 
tyre segm ent due  to  its share  in to tal 
expo rts  (55 p e r  c e n t)  and  A s ia ’s 
share  in th e  to ta l e x p o rts  o f  th is  
p roduct (61 per cent).

T lie  slow  dow n o f  industrial grow th 
in  1996  a n d  1997  an d  n e g a tiv e  
g ro w th  in  th e  p r o d u c t io n  o f  
co m m erc ia l veh icles ( - 6 .9  p e r cent 
an d  - 3 3 .2  p e r  c e n t re s p e c tiv e ly )  
have le flec ted  in a negative  grow th  
ra te  ( -4 .0  p e r cent) in the production 
o f  tru c k  a n d  bu s  ly re s  in 1997. 
D e s p ite  a la rg e  c a p tiv e  in te rn a l 
m ark et and preva lence  o f  the traces 
o f  p ro te c t io n is t  p o lic ie s , th e  tyre 
sec to r is on  the very  o f  s ign ifican t 
s h a k e - u p s  w 'ith  th e  e n t r y  o f  
m ultinational coiporations in the field 
o f  veh ic le  and ty re  m anufac tu ring  
in the cou n try  co n seq u en t to policy 
ch a n g e s  in recen t years.

L A T E X  P R O D U C T S

T h e  po ten tia l im p act on the latex 
p ro d u c ts  sec to r c o n seq u e n t to  the 
c r is is  in M a la y s ia . T h a i la n d  and 
Ind onesia  has im p lica tions for the 
expo rt and N R  p ro duc tion  sec to rs 
in Ind ia. T h e  cu rren cy  devalua tion  
in th e s e  c o u n tr ie s  l e a d in g  to  a 
com para tive ly  c h e a p er raw  m aterial 
b a s e  e n a b le  th e  la te x  p ro d u c ts  
m an u fac tu re rs  to  co m p e te  w ith  an 
inhe ren t initial advan tage.

T he  issue assu tn es  in ip o itance  since 
it is repo rted  that be tw een  1992-94 
Ind ia  has m ade  the h ighest increase 
in ex p o rts  o f  g lo v es  (15 6  per cen t) 
o ffe rin g  s tiff  com pe tition  to  her NR 
p ro d u c in g  co u n tr ie s  in the  w orld  
m a rk e t .  T h is  p ro d u c t  g ro u p  is 
c onside red  as the boom ing  segm ent 
as it n e a rly  d o u b le d  its  sh a re  in 
expo rts  d u r in g  the period be tw een  
1970-71 and  1996-97.

T o sum m arise , the ana lysis o f  the 
im pact o f  the A sian  c ris is  on the 
Ind ian  ru b b er sec to r ind ica tes the 
fo llow ing :

(i) In  th e  s h o r t  ru n  th e  d ir e c t  
im pact o f  the c risis  w ould be 
lim ite d  on  In d ia ’s f in an c ia l 
s e c to r  a n d  e x p o r t s  due-^to 
c o n tro ls  on  c a p ita l  a c c o u n t 
convertib ility  and destination of 
exports.

(ii) T h e  im p a c t  on  th e  N R  
p ro d u c tio n  s e c to r  is m a in ly  
confined  to the synchronization 
o f  d o m e s tic  p ric e s  v i s  a -v is  
w o rld  m a rk e t p r ic e s  d u e  to  
policy  changes.

(iii) T h e  trend s in the dom inan t dr>' 
ru b b er p ro ducts  sec to r w ould 
be m ain ly  in flu e n c ed  by the 
g ro w th  ind icato rs in the Ind ian 
e c o n o m y  r a th e r  th a n  th e  
expo rts  to  A sian  countries.

(iv) T he  e m erg ing  trends ind ica te  a 
c om para tive ly  h igh er potential 
im pact on  the export-o rien ted  
latex  p ro d u c ts  m anufac tu ring  
secto r.

S T R A T E G IE S

T he fu tu re  p rio rities  and stra tegies 
o f  In d ia n  ru b b e r  s e c to r  sh a ll  be 
focused  on the basis o f  the em erging 
issues c o n fro n tin g  the p ro duction , 
m an u fac tu rin g  and e x p o rt secto rs. 
T h e  fo re g o in g  a n a ly s is  su g g e s ts  
co n sid e rab le  recasting  o f  the policy

T h e  P la n te rs ' C h ro n ic fc  - Ju ly  J999
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inputs in the backd rop  o f  g ro w in g  
market integration , libe ralisa tion  o f  
policies and p ro cedu ra l fo rm a lities  
and recent developm ents in the three 
m ajor NR pro ducing  c oun trie s.

The focus on the p ro d u c tio n  sec to r 
is confm ed to  the  N R  sec to r d u e  to  
its dom inant position  in  to tal rub ber 
production and c o n su m p tio n  in the 
country. In sp ite  o f  the a c h iev em en t 
of the highest re p o rte d  p ro d u c tiv ity  
of NR in the w orld , th e re  e x is ts  
marked d ifferences in p ro d u c tiv ity  
among the d iffe ren t ru b b er g ro w ing  
regions to  the  ex te n t o f  m o re  than 
40 per cent.

The m ajor issues in the trad itional 
rubber g ro w in g  re g io n  o f  K e ra la  
are : increasing share  o f  p a rt- tim e  
farmers, grow th o f  hom estead  farm s 
and o p e ra tio n a l le v e l p ro b le m s  
associated w ith  the a v a ila b ility  o f  
h ired  la b o u r .  In  th e  e m e r g in g  
scenario, there are serious constrain ts 
in p u r s u in g  e x p a n s io n  o f  N R

cu ltiv ation  in m arg inal a reas w here 
the reliable  productiv ity  is below  the 
na tiona l average . S im ultaneously , 
R & D  inpu ts and specific extension 
p a ck ag es  are  requ ired  to  enhance  
p ro d u c tiv ity  in th e  re g io n s  w ith  
lo w e r  le v e ls  o f  p ro d u c tiv i ty  as 
com pe titiveness  and quality  are  the 
p rim e  gu id ing  factors de term in ing  
the feasib ility  o f  N R  pro duction  in 
the c o n tex t o f  g lobalisation .

T he  a tta inm ent o f  the short term  and 
long  term  ta rge ts and rea lisa tion  o f 
the  p ro je c tio n s  dep en d  to  a  g rea t 
e x te n t  o n  th e  p o te n t i a l  is s u e s  
in fluencing  the rela tive p rofitability  
o f  N R  p ro d u c tio n . T he  s tra teg ies  
e m p lo y e d  to  a c h ie v e  the d e s ire d  
re su lts  are : squeezin g  unit co st o f  
p roduction  o f  N R  and increasing net 
in c o m e  p e r  u n i t  o f  a re a .  T h e  
p r o m o t io n  o f  th e  p r a c t i c e s  o f  
d iscrim inato ry  fertiliser application , 
low  freq u en cy  tapp ing  sy stem s and 
g ro u p  p ro cessin g  o f  raw  rub ber are 
e x p e c te d  to  y ie ld  c o n s id e ra b le

Table: 1

PROJECTIONS OF RUBBER PRODUCTION AND CONSUMPTION IN 
INDIA (’000 TONNES)

Year NR Production
NR

Consumption

SR Total
1998-99 620 600 173 773

1999-2000 651 633 190 823

2000-01 687 674 207 881

2001-02 717 717 226 943
2002-03 744 762 247 1009

2003-04 773 810 270 1080

2004-05 795 861 295 1156

2005-06 811 915 322 1237
2010-11 930 1170 501 1671

2015-16 1018 1453 783 2236

s a v in g s  in  th e  o p e ra t io n a l  c o s t 
com pon en ts o f  N R  production.

A t the sam e tim e, earnest attem pts 
a re  b e in g  m a d e  to  in c re a se  the 
a n c illa ry  so u rc e s  o f  in c o m e  by 
po p u laris in g  in te rcropp ing  in the 
im m a tu re  phase  and  com m ercial 
exp lo itation  o f  the by-products.

T h o u g h  a c o m p a ra t iv e ly  la rg e  
industria l base ensu ring  a  captive 
dom estic  m arket has a ‘cushioning 
e ffec t’ to  the m anufactu ring  sector 
a t  l im e s  o f  c r is is  in th e  e x p o rt 
m arket, it is im portan t to  no te  that 
the industrial base itself is undergoing 
sign ifican t transfo rm ation  process.

T h e r e fo re ,  m a tc h in g  e f f o r ts  to  
m odernise and upgrade the m anufac­
turing sector are vital for maintaining 
the share in the dom estic  m arket as 
w ell as s u sta in in g  th e  g ro w th  in 
exports.

W hile  equ ipp ing  the m anufactu ring 
sec to r fo r g lob al p ro duc tion  w ith 
com petitiveness  and quality  in the 
long run, the im m ediate concerns are 
cen te red  around  iden tifica tion  and 
prom otion o f  products suited for the 
dom estic  and expo rt m arkets w ith 
a n  inbu ilt op tion  for flex ib ility  in 
restructuring the production process. 
T h e  g u id in g  p r in c ip le s  in  th is  
e n d e a v o u r  s h a l l  b e  o p t im u m  
a llocation  o f  the ava ilab le  resources 
in the rub ber secto r and com parative 
advan tage  in the m anufactu ring  and 
expo rts  o f  ru b b er p roducts.

-  R U B B E R  A SIA

T h e  P la n te rs ' C h ro n ic le  - Ju ly  1999


