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ilicy p r e s c r ip t io n s .  T h e  
>g ex p lan a tio n s  o f the  

are clustered a ro u n d  three 
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^  f
jj^ncial co llap se  w a s  the  

^.Elimination of an  inappro- 
® .financial l ib e r a l i s a t io n  

w ith  v o la t i le  c a p i ta l
* ^ t r ig g e r in g

®ast A sian  financ ia l 
characterised  by 

h steep  dev a lu a tio n
iP^^onal currencies in term s

^the

Vf4l

^StorV^ d ro p  in  prices
• in th e  n a t io n a l  stock

Rubber Board, Kottayam.

m arkets, a s tead y  decline in  the 
s to c k  o f th e  o f f ic ia l ly  h e ld  
fo re ig n  ex ch an g e  re se rv e s  a n d  
in c re a s e  in  th e  in te r e s t  r a te .  
A m ong  the  ea s t an d  so u th -eas t 
A s ia n  c o u n t r ie s ,  I n d o n e s ia ,  
T h a ila n d , M a la y s ia  a n d  S o u th  
K orea have so far been  rep o rted  
to be  the w orst-h it v ic tim s of the 
crisis (Sen, 1998). W hile ali N ew ly  
Industria lising  C oim tries (NICs) 
in  the  region hav e  been  affected 
b y  th e  c u rre n t crisis, th o se  less 
affected  are  T aiw an , S in g ap o re  
an d  H ong Kong. These econom ies 
are  rep o rted  to  be  successfu l in 
exporting  capital since m id  1980's 
u s ing  m ain lan d  C h ina a n d  o ther 
so u th -e a s t A s ia n  eco n o m ies  as 
m anufac tu ring  bases (D N , 1998). 
H o w e v e r, c o n v e rg e n c e  o f  th e  
cris is  in  th e  re g io n  a p p e a rs  to  
u n d e rlin e  a p a r tic u la r  p h a se  of

in te r n a t io n a l  c a p i ta l is m  
c h a ra c te r is e d  b y  d e re g u la tio n  
an d  increased econom ic in teg ra­
tion - w hich  has led  to  d ram atic  
m ateria l changes an d  uncertainty.

T he crisis has w id er ram ifications 
as it affected the perfo rm ance of 
th e  re a l  s e c to r  a n d  v a r io u s  
su b -se c to rs  o f th e  N IC s, o th e r  
A sian  c o u n tr ie s  as w e ll as th e  
w o rld  econom y in  genera l. The 
m o s t  d is c e rn ib le  d i s to r t io n s  
ev id en t in  th e  real sec to r of the 
c r i s i s - r id d e n  c o u n t r ie s  a re  a 
p e r c e p t ib le  d e c l in e  in  G D P 
g row th  rates and  expo rt earnings. 
U n d e r- in v e s tm e n t in  m a n u fa c ­
tu rin g , s low  g ro w th  o f m arke ts  
fo r e x p o rts  (E u ro p e , U SA  a n d  
Japan), severe com petition  from  
C h in a , s te a d y  g ro w th  o f in tra - 
regiorial trad e  in A sia a n d  dow n­
tu rn  o f Japanese  econom y  have 
agg rava ted  the  crisis w ith  a self­
rein forc ing  effect. A t th e  g lobal 
le v e l, r e c e n t  e s t im a te s  o f th e  
In te rn a t io n a l  M o n e ta ry  F u n d  
(IMF) ind icate  th a t th e  n e t o u tp u t 
loss o n  account o f th e  sp read ing  
o f th e  f in a n c ia l a n d  eco n o m ic  
crisis is a ro u n d  US $ 600 billion 
(The H in d u , 1998). Sim ilarly, the  
g row th  of w o rld  tra d e  in  1998 is 
expected to be  orUy 3.7 per cent; 
an d  decline o f m ore  th a n  60 p e r  
cent from  the  pace o f g row th  in  
1997.



TH EM E A N D  
T H E  OBJECTIVES

In  th e  em erg ing - sc e n a rio , i t  is 
in teresting  to  n o te  th a t th e  th ree  
w o rst-h it v ic tim s o f th e  cu rren t 
c r is is  a re  th e  m a jo r  n a t u r a l  
rubber (NR) p ro d u c in g  coun tries, 
v iz . T h a i la n d , In d o n e s ia  a n d  
M alaysia. In 1997, the  com bined  
share o f these th ree  co u n tries  in  
to ta l w o rld  N R  p ro d u c tio n  an d  
ex p o rts  w ere  71.3 p e r  cen t an d  
86.8 p e r  cent respectively  (IRSG, 
1998). The develo p m en ts  in  these 
c o u n tr ie s  s in ce  m id  1997 m a y  
h av e  serious im plications o n  the 
w o rld  ru b b e r eco n o m y  a s  w ell 
as o th e r  m a jo r  N R  p ro d u c in g  
co u n tr ie s  like  In d ia . T h e  m a in  
objectives of th is p a p e r  are  :

•  to analyse the  cu rren t s ta tu s  of 
the Ind ian  ru b b e r econom y  in 
the context o f th e  crisis,

•  to assess th e  p o te n tia l im plica­
tions of the  crisis o n  th e  su b ­
sector and

•  to underlin e  th e  stra teg ies  for 
th e  su s ta in e d  g ro w th  o f the  
Ind ian  ru b b er Industry .

A c c o rd in g ly , th e  p a p e r  is 
o rganised into five sections; (i) the 
p roduction  sector, ii) the m anufac­
tu r in g  sector, iii) fo re ig n  trad e ,
iv ) im p a c t  o f  th e  c r is i s  a n d
v) p rio rities an d  strateg ies.

TH E P R O D U C T IO N  SEC TO R

In d ian  rubber p ro d u c tio n  sector 
consists of th ree  seg m en ts  : the  
N R , SR (S ynthetic  R ubber) an d  
RR (R ec la im ed  R u b b e r) . A s in  
th e  case o f th e  th re e  m a jo r N R  
producing countries, N R producing

s e c to r  h a s  b een  th e  d o m in a n t  
segm en t from  the v e ry  b eg in n in g . 
Table-1 show s th e  relative shares 
o f NR, SR a n d  RR in  India.

H ow ever, th e  u n iq u e  fea tu re  o f 
th e  I n d ia n  ru b b e r  p ro d u c t io n  
s e c to r  is  i ts  in t e r n a l  m a rk e t  
o rien ta tion  arising from  a cap tive  
dom estic  m arket com pared  to  the 
expo rt o rien ta tion  of three m ajor 
N R  p r o d u c in g  c o u n t r ie s .  In
1996-97 , th e  r e la t iv e  s h a re  o f 
e x p o r ts  o f  ru b b e r  in  th e  to ta l  
p ro d u c tio n  w as less th a n  one p e r  
cen t w h ich  is in  sh a rp  con trast to  
th e  respective shares of T hailand  
(91 p e r  cent), Ind o n esia  (89 p e r  
en t) an d  M alaysia (60 p e r cent). 
A m o n g  th e  th re e  c o n s t i tu e n t ,  
s e g m e n ts  o f th e  In d ia n  ru b b e r  
p ro d u c tio n  sector, the N R  p ro d u c­
tio n  se g m e n t d e m a n d s  fu r th e r  
e l a b o r a t io n  in  te rm s  o f th e  
econom ic an d  social d im ensions 
invo l\7ed  in  th e  c o n te x t o f th e  
A sian  crisis.

T h e  tw o  c a r d in a l  f e a tu r e s  o f 
I n d ia n  N R  p r o d u c t io n  s e c to r  
a re  : a re la tively  h ig h  degree o f 
regional an d  structu ra l concentra­
tio n . R eg io n a l co n c e n tra tio n  o f 
N R  p ro d u c tio n  in the coun try  is 
characterised  b y  a n ear m onopo ly  
position  o f the  sta te  of K erala in 
te rm s  o f  c o n tro l o v e r  th e  a rea  
u n d e r  the  crop (85 p e r  cent) an d  
p r o d u c t io n  (93 p e r  cen t) . T h e  
s t r u c t u r a l  c o n c e n tr a t io n  is 
charac te rised  by  th e  dom inance  
o f  th e  sm a llh o ld in g s  se c to r  in  
area  u n d e r  the  crop  (86 p e r  cent) 
an d  p ro d u c tio n  (86 p e r cent). In 
the  context o f the  A sian  econom ic 
a n d  financial crisis, th e  struc tu ra l 
d im e n s io n  o f  th e  I n d ia n  N R  
p r o d u c t io n  s e c to r  a s s u m e s  
re la tiv e ly  m o re  im p o r ta n c e  in

te rm s  o f v u ln e ra b ili ty  as ab 
0.96 m illio n  u n i t s  o f th e  sn 
ho ld in g s w ith  an  average  sia 
less th a n  0.50 ha. accounts f( 
m ajo r p o r tio n  o f th e  area un 
the  crop  an d  p ro d u c tio n .

T he e v o lu tio n a ry  dynam icj 
the  N R  p ro d u c tio n  sector in 
country leading to  m ajor structi 
changes an d  cu lm in a tin g  ] • 
dom inance  o f the  smallhu*^ 
since la te  1950's is relatively i 
d o c u m e n te d  a n d  discus! 
(George, et. a l ,  1988 an d  Geoi 
1998) A n  im p o rta n t milestow 
the h is to ry  o f th e  ru b b er plar 
tion  in d u s try  in  th e  country^ 
been  the active in te rv en tio n ^  
go v ern m en t since independa 
a t  th e  le v e ls  o f  ' ‘
p r o d u c t io n ,  p ro c e s sm g  a 
m arketing  o f NR. This proce^ 
b een  effectively supplement! 
a very  h igh  d eg ree  of adoptio 
m o d e rn  te c h n o lo g y  by  ̂
sm allho ld ings com parable 
estate secto r an d  a growing 
nal m a rk e t fo r th e  crop (' 
e U l ,  1988). In  1996-97, abo 
p er cen t o f the  to tal area unde 
sm allho ld ings is cultivated ̂  
HYV p la n tin g  m aterials anfl 
rm allh o ld ers  are h igh ly  recej|« 
to the  recom m ended  pack^S 
p ra c t ic e s  p r o p a g a te d  by^ 
R u b b e r  B o a rd . T h e  ayej 
re p o r te d  p ro d u c tiv i ty  
k g ./h a . in 1997 in  the c o ^  
th e  h ig h e s t  a m o n g  
N R  p r o d u c in g  co u n trie  
c u m u la t iv e  e f fe c t of 
p ro g ra m m e s a n d

co -o rd in a ted  extension  
in itia ted  by  the  R ubber, 
positive  p rice  policy  foUo,| 
the  G o v e rn m en t since 
dence an d  an  en ligh tened^  
of the  p la n te rs  h a s  ena '



V'to ach iev e  im p re s s iv e  
v ^ \ > r w  th e  N R  p ro d u c t io n  

P ^ r '^ ( T a b l e - 2 ) .  T h o u g h  th e  
^ ■ fS ..tio n  a n d  s u b s e q u e n t  

^ c e  of the sm allho ld ings 
t^d ia  is in  tan d em  w ith  

r ^ ^ a n g e s  in  th e  m a jo r  N R  
i ^ y u d n g  countries, the  extent of 

of m o d e rn  technology 
"" '^ ^ v e rs if ic a tio n  o f the sources 

Jtocom e of the  ru b b er farm ing 
ijiliiimunity in  the  s ta te  of K erala 
i^ ^ V . th r e e  g e n e ra t io n s  a re  
^ iS a tiv e ly  u n d e r  r e p o r te d  

1996).

pther tw o  seg m en ts  in  the  
rubber p roduction  sector, 

^St^SRand RR, occupy  relatively  
cant position  in  term s of 

re la tiv e  s h a re s  in  to ta l  
b iner p r o d u c t io n  a n d  

ption. To a large ex ten t, 
ree ty p e s  o f e la s to m e rs  

been com plem entary  to  each 
com pared to  the  com peti- 

rj>etween SR an d  N R  in  th e  
a tional m a rk e t .  T h o u g h  

g 1996 a n d  1997 prices of 
ous g ra d e s  o f  SR w e re  

ted to  s h a rp  d o w n w a rd  
^ons, th e  p rice s  (rem a in ed  
id e rab le  h ig h e r  th a n  N R  

I^espite the p ro d u c tio n  of 
{ different types of SR in  the 

the requ irem en t of b u ty l 
a n d  p o ly c h lo r o p r e n e  

of the dom estic  m anufac- 
8 in d u s t r y  a re  m e t b y  
T^s. In  1997, th e  to ta l  

q u a n t i ty  o f 78103 
of SR Was h ig h e r th an  the  

p ro d u c t io n  o f 71993 
A m o n g  th e  n in e  SR 

 ̂ u n its  in  th e  c o u n try  
p riv a te  corporate  

is in
Sector.

There are 38 un its  engaged  in  the 
p rocessing  of RR in  India. RR is 
u s e d  in  th e  m a n u fa c tu r in g  o f 
r u b b e r  p r o d u c ts ,  u s u a l ly  in  
b le n d s  w ith  e i th e r  N R  o r  SR. 
CXiring 1997 the to ta l p ro d u c tio n  
an d  c o n su m p tio n  of RR in  th e  
coun try  w ere  69,840 tonnes an d  
70,085 to n n e s  resp ec tiv e ly . T he 
p ro p o rtio n  o f to ta l N R , SR an d  
RR co n su m p tio n  b y  th e  ru b b e r 
p ro d u c ts  m a n u fa c tu r in g  sec to r 
d u rin g  the  year w as 71 : 20 : 9. 
C o n v e rse ly , th e  in te r n a t io n a l  
e la s to m er co n su m p tio n  p a tte rn  
is ch a ra c te rise d  b y  a d o m in a n t 
s h a re  o f  SR (61 p e r  c e n t)  
com pared  to  N R (39 p e r cent).

TH E M A N U FA C TU R IN G  
SEC TO R

T h o u g h  th e  e s tim a te d  re la tiv e  
share of ru b b er p ro d u c ts  m a n u ­
factu ring  sector in  th e  to ta l value 
o f in d u s tr ia l o u tp u t  in  In d ia  is 
estim ated  to  be on ly  less th a n  2 
p e r  c e n t  (C M IE , 1998), tw o  
d istinct featiires o f th is  sub-sector 
c o m p a re d  to  o th e r  th re e  m ajo r 
N R  p ro d u c in g  co u n trie s  a re  : a 
com para tive ly  w id e r  an d  la rger 
m a n u fa c tu r in g  b a s e  a n d  th e  
in w ard  m a rk e t o rien ta tion . India 
is the fo u rth  largest p ro d u ce r and  
consum er of N R in  the  w o rld  an d  
it  o c c u p ie s  f if th  r a n k  in  to ta l  
rubber consum ption . In fact, the 
m anufac tu ring  secto r has p layed  
a p ivo ta l role in  th e  g ro w th  o f the 
p ro d u c tio n  sec to r b y  ab so rb in g  
th e  s te a d y  in c re a s e s  in  th e  
p ro d u c tio n  of rubber.

T h e  g e n e s is  o f th e  d y n a m ic  
grow th  o f th is sub-sector h a s  been  
the  colonial pa tro n ag e  to ca ter to 
the  increased  in d u stria l req u ire ­
m ents d u rin g  the  in te rw a r years

(George et. a l., 1997). D uring  this 
p eriod , dom estic  consum ption  of 
N R  w a s  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  
p ro d u c in g  coun tries (M cFadyean 
1944) a n d  a s  e a r ly  a s  in  1947 
d o m e s tic  c o n s u m p tio n  o f N R 
o u ts trip p ed  its p roduction  in  the 
c o u n try  (R u b b er B oard , 1991). 
T h is  m a rk s  th e  g ra d u a t io n  o f 
Ind ian  ru b b er p ro d u c tio n  sector 
from  its in itia l position  of a net 
e x p o r te r  to  th e  s ta tu s  o f a n e t 
im p o rte r  exh ib iting  the  charac­
teristics of w idening m anufacturing 
base. Table-3 show s trends in the 
dom estic  ru b b er consum ption .

T ab le -3  is  i l lu s t r a t iv e  o f th e  
tren d s  in  ru b b er consum ption . A 
sign ifican t decline  in g row th  of 
th e  co n su m p tio n  ap p ea rs  to  be 
m a in ly  r o o te d  in  th e  re c e n t 
in d u s t r i a l  r e c e s s io n  in  th e  
c o u n try  a n d  p a r t ly  d u e  to  th e  
s tru c tu ra l ch a ra c te ris tic  o f th is  
in d u s t r i a l  s u b -se c to r .  T h e  
e v o lu t io n  o f  I n d ia n  ru b b e r  
p ro d u c ts  m anufac tu ring  sector as 
a  supp lem entary  segm ent catering 
to  the  requ irem en ts of the large 
in d u s tr ia l  b a se  in  th e  c o u n try  
r a th e r  th a n  a s  a r e la t iv e ly

TABLE 1

RELATIVE SH A R ES O F NR, SR 
A N D R R I N  INDIA (1996-97)

Type of 
Rubber

PrcxJuction Relative 
(tonnes) Share {%)

Natural rubber 549425 81

Synthetic rubber 64563 9

Reclaimed rubber 66670 10

Total 680658 100

S ource: The Rubber Board, Indian 
R ubber Statistics, Vol. 22,
1997, Kottayam.



^ e n t  e x p o r t  o r ie n te d  
the case of M alaysia 

s tru c tu ra l
S & r i s t i c  of th e  in d u s try ,  
^ ^ ‘uen tly . th e  in d u s t r y  

I c ^ e d  by  the p ro d u c tio n  of 
products; especia lly  

^ 'id tiv e  ty re s  a n d  a l l ie d  
is concentrated  in  the 

O r a l l y  advanced  reg ions in 
^ ^ ^ t r y  ra th e r  th a n  in  th e  
jatte 'of K erala (G eorge e t. a l ,

m -  -

e;-4 ^ o w s  the p ro d u c t w ise 
o p t i o n  o f ru b b e r  in  th e

V It is also illu s tra tiv e  of 
of the d ry  ru b b er 

irfi"^oup; especia lly , the  
otive ty re s  a n d  a l l ie d  

cts group in  to ta l ru b b e r  
nption. T hough th e re  has 

^amarginal d ec lin e  in  th e

share  of the  au to  ty res and  allied 
p roducts  over tim e, im plicitly, the 
g ro w th  p ro sp ec ts  o f th e  ru b b er 
p r o d u c t io n  a n d  p r o d u c ts  
m a n u fa c tu r in g  s e c to r s  a re  
b a s ic a l ly  d e p e n d e n t  o n  th e  
fo rtunes of this m ajo r sub-sector. 
In  th is  context, it is im p o rtan t to 
n o te  th a t  ab o u t 78 p e r  c e n t o f 
truck  an d  bus tyres m anufactu red  
in  th e  c o u n try  a re  ab so rb e d  in 
th e  in te rn a l m a rk e t e x h ib itin g  
fluctuating  trends in  th e  relative 
share  of exports d u r in g  the  1990s. 
T h e  p e rs is te n c e  o f th e  in w a rd  
orien ted  struc tu ra l characteristics 
of the  rubber p roducts  sector w ith  
its  s ta tu s  a s  a  s u p p le m e n ta ry  
segm en t in  the In d ian  in d u stria l 
sector has im p o rtan t im plications 
in the g row ing  process of m arke t 
in teg ra tion . H ow ever, em erg ing  
trends are indicative of a s tead y

g row th  in  ru b b e r co n su m p tio n  
b y  th e  la te x  p r o d u c ts  s e c to r  
(Table-5 ).

Table - 5 show s tha t the  h ighest 
g row th ra tes d u rin g  the  26 year 
p e r io d  h av e  b een  ach iev ed  by  
tw o  im p o r ta n t  g ro u p s  of la tex  
p ro d u c ts , v iz ., la tex  fo am  an d  
d ip p ed  goods. In fact, the relative 
share of latex goods in  total N R 
consum ption  w as a ro u n d  10 per 
c e n t c o m p a re d  to  its  sh a re  in  
to ta l  r u b b e r  c o n s u m p t io n  as 
showTi in  Table - 4. T he s tead y  
increases in  ru b b er consum ption  
b y  th e  la te x  p r o d u c t  g ro u p  
assum es im p o rtan ce  m ain ly  o n  
account of a com paratively  h igher 
d e g re e  o f e x p o r t  o r ie n ta t io n .  
N evertheless, the  sta tus of rubber 
products m anufac tu ring  sector in 
India con tinues to be dom inated

T A B LE  2

lENDS IN AREA, PRODUCTION AND 
PRODUCTIVITY OF NR

Area Produc- Produc- 
tion tivity 

fOOO (’000 (kg7ha.) 
ha.) tonnes)

Annual Growth (%)

Area Produc- Produc­
tion tivity

..,.524

16

26

92

153

330

367

393

435

472

507

549

584

284 ■ __ __

365 — — —

653 — — —

788 — — —

1076 3.2 10.9 4.6

1130 2.9 11.2 5.0

1191 2.0 7.1 5.4

1285 1.8 10.7 7.9

1362 1.6 8.5 6.0

1422 1.6 7.4 4.4

1503 1.7 8.3 5.7

1549 2.3 6.4 3.1

^ 6  Rubber Board, Indian Rubber Statistics, 
 ̂° • 22, 1997  Kottayam.

TABLE 3

T R EN D S IN GROWTH O F NR AND  
TOTAL RUBBER  CONSUMPTION

Consumption Annual Total Rubber Annual
Year of NR Growth Consumption Growth

(’000 tonnes) (%) (’000 tonnes) (%)

1965-66 64 — 95 —

1975-76 126 — 177 —

1985-86 237 — 346 —

1990-91 364 6.6 522 8.1

1991-92 380 4.3 540 3.4

1992-93 414 8.9 585 7.8

1993-94 450 8.8 627 6.7

1994-95 486 7.9 673 6.9

1995-96 525 8.2 ' 725 7.2

1996-97 562 6.9 771 5.9

1997-98 572 1.8 803 3.9

Source The Rubber Boa/d, Indian Rubber Statistics, 
Vol. 22, 1997 Kottayam.
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by  a basically in w ard  orien ted  d ry  
ru b b e r p ro d u c ts  g ro u p  w h ich  is 
c o n tra ry  to  th e  d o m in a n c e  o f 
e x p o r t o r ie n te d  la te x  p ro d u c ts  
sector bu ilt u p  in  M alaysia  since 
1980^5.

FOREIGN TRADE

D espite an insign ifican t share  of 
ru b b er P roducts (0.96 p e r cent) in 
In d ia 's  total expo rt earn ings, thi.* 
c o u n t ry  h a s  b e e n  e n jo y in g  a 
favourab le  balance of tra d e  in  the 
foreign  trade of ru b b e r p ro d u c ts  
d u r in g  th e  25 y e a r  p e r io d  
b e tw e e n  1971-72 to  1996-97. In  
fa c t,  th e  s u r p lu s  h a s  b e e n  
reg is te rin g  a s te a d y  in c rease  as 
th e  to ta l  v a lu e  o f im p o r ts  
expressed  as a percen tage  o f the 
v a lu e  of e x p o r ts  h a s  d e c lin e d  
from  40 per cen t in  1971-72 to 27 
p e r  cen t in 1 9 9 6 -9 7 . To a  la rg e  
ex ten t, In d ia n  ru b b e r  p ro d u c ts  
exports is a h o rizo n ta l ex tension  
o f  th e  s t r u c tu r e  o f i ts  ru b b e r

p ro d u c ts  m a n u fa c tu r in g  sector. 
T ab le  - 6 s h o w s  th e  t r e n d s  in
sector-w ise shares of exports.

T he re la tiv e  shares o f th e  th ree  
p ro d u c t g ro u p s, viz., d ry  ru b b e r 
p ro d u c ts  ( in c lu d in g  a u to  ty res  
a n d  a l l i e d  p r o d u c ts ) ,  la te x  
p r o d u c t s  a n d  o th e r  p r o d u c ts  
show  d isp a ra te  trends d u rin g  the 
26 year p e rio d . T hough  th e  au to  
ty res a n d  allied  p ro d u c ts  g roup  
has b een  m a in ta in in g  its position  
as the m o st im p o rtan t ind iv id u al 
p ro d u c t g ro u p  w ith  a m arg in a l 
increase o f m ore th a n  7 p e r  cent, 
its  sh a re  h a s  d ec lin ed  from  the  
p e a k  level ach iev ed  in  1990-91. 
T he sh a re  o f d ry  ru b b er p ro d u c ts  
a s  th e  m a jo r  s u b  g r o u p  h a s  
reg istered  a steady  decline to  the 
ex ten t of m o re  th an  12  p e r  cent. 
C o n v e rse ly , th e  la tex  p ro d u c ts  
a n d  the  o th e r  p ro d u c ts  g ro u p s  
h a v e  m o re  th a n  d o u b le d  th e  
re la tive  shares ind icating  h igher 
e x p o r t in te n s ity  o f p ro d u c tio n

c o m p a re d  to  th e  d r y  rubS 
p ro d u c ts  g ro u p . In  this conit 
tion , it is im p o rta n t to  noteM 
in  1996-97, th e  ex p o rt intensity 
b u s  an d  tru c k  ty res  w hich isj 
s in g le  im p o r ta n t  pro(jj 
accounting  fo r ab o u t 55 perq 
of the  expo rts  w as  only  2 1^ ^  
cent.

A no ther im p o rta n t dim ensi 
the  exports is  th e  relative 
o f th e  m a jo r  c o u n try  grot 
D e s t in a t io n - w is e  exports 
ru b b er p ro d u c ts  from  India* 
u n d e rg o n e  s ig n if ic a n t chan 
o v er tim e  a n d  cu rren tly  As 
re g io n  is  th e  m o s t  import 
trad in g  block. Table - 7 sho)S 
cu rren t s ta tu s  of destination^ 
exports of ru b b e r  products; 
Ind ia .

A l th o u g h  A s ia  as a rej 
accounts for m ore  than  49 pef'd 
of the  expo rts , USA is the n 
im p o rtan t country-w ise di

TA B LE  4

RU BBER  CONSU M PT IO N  BY  END PRODUCT 
G R O U PS (1996-97)

Product Group Share in Total 
Rubber Consumption (%)

Auto tyres & tubes 45.86

Cycle tyres & tubes 13.71

Camel back 5.84
Footwear 11.77

Belts & hoses 6.58

Other dry rubber products 2.38
Sub Total 86.14

Latex products 6.78

Others 7.08

Total 100.00

Source : The Rubber Board, Indian Rubber Statistics, 
Vol. 22, 1997 Kottayam.

TABLE  5

TREND  GROWTH RATES OF 
R U BBER  CONSUMPTION  

(1970-71 TO 1996-97)

Product Group Growth Rate (*li

Auto tyres & tubes 

Cycle tyres & tubes 

Camel back 

Footwear 

Belts & hoses 

Latex foam 

Cable & wire 

Battery box 

Dipped goods 

Others

6.50 si 
7.31 
7.07 
7.29 
8.20 

10.61 ^  
5.49 ;;; 
7.99  ̂

10.09.

4.l9i1

S o u rce : The Rubber Board, Indian Rubber Stâ  
Vol. 22, 1997 Kottayam.
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'In d ian  ru b b e r  p ro d u c ts  
■ S ? > = ’ (26 P «  « n t ) .  T h e  o th e r  
■rS^rtant countries next to USA 

(14 p e r cent), B angladesh 
■ ^ ^  cent) a n d  S in g a p o re  (7 
^ f e n t ) .  A m o n g  th e se  fo u r  
.O i r i e s ,  UAE an d  S ingapore are 

f ^ ^ j o r  sources of re-exports, 
ij^ lg n p o rtan t f e a tu r e  o f th e  
j i^ o s it io n  o f e x p o r ts  to  th e  

tirious tra d in g  b lo c k s  is  th a t  
i&nfe a'signif’cant share of the d ry  

‘'nfcber products; especially  truck  
, '̂^■>'115 ty res  (61 p e r  c e n t) ,  is 
^■fi^rted to the  A sian region, the 
'^'iSjor d e s t in a t io n s  o f  la te x  
* ^ u c l s  are EEC, USA an d  o ther 

ntries group.

trast to  th e  e x p o rts , c o m p o - 
o f  r u b b e r  p r o d u c t s  

rted in to  th e  c o u n try  d o e s  
;^xhibit a n y  p ro d u c t  concen- 

on. T a b le  - 8 s h o w s  th e  
ition o f ru b b e r  p ro d u c ts  

r te d  in to  I n d ia  d u r i n g  
?7.

jThe 'o th e r  p r o d u c t s "  g r o u p  
>Hng o f  u n c la s s if ie d  in d i ­

p roducts  c o n s titu te  m o re  
I 64 p e r  c e n t  o f  th e  t o ta l

. T A B L E S

^ ^ e n d s  in  t o t a l  v a l u e  a n d  r e l a t iv e  s h a r e s  o f  e x p o r t s

v a lu e  o f  im p o r ts .  T h e  r e la t iv e  
sh a re  o f  ty re  a n d  a llie d  p ro d u c ts  
( in c lu d in g  a irc ra ft a n d  cycle tyres) 
w a s  o n ly  19.6 p e r  c e n t d u r in g  the  
y e a r  1996-97.

IM P A C T  O F  T H E  C R IS IS

T h e  a s s e s s m e n t  o f  th e  m a jo r  
im p lica tio n s  o f th e  e a s t a n d  s o u th ­
e a s t  A s ia n  c r is is  o n  th e  I n d ia n  
ru b b e r  sec to r a re  conceived  in  tw o  
p a r ts  : T h e  firs t p a r t  su m m a rise s  
t h e  s a l i e n t  f e a t u r e s  o f  t h e  
e c o n o m ic  c o n s e q u e n c e s  in  th e  
c r is is - r id d e n  e c o n o m ies  a n d  th e  
p o t e n t i a l  i s s u e s  f o r  I n d i a n  
e c o n o m y  in  g e n e ra l. T he se co n d  
p a r t  a n a ly se s  th e  m ajo r  so u rces  of 
in f lu e n c e  o n  th e  I n d ia n  r u b b e r  
p r o d u c t i o n ,  r u b b e r  p r o d u c t s  
m a n u fa c tu r in g  a n d  fo re ig n  tra d e  
sec to rs .

E m bracing  free m ark e t m echan ism  
w i t h o u t  c o m p a t ib l e  m a r k e t  
in stitu tio n s  b a sed  o n  trarxsparency 
a n d  a c c o u n ta b il i ty  is  id e n tif ie d  
a s  th e  s in g le  m a jo r  fa c to r  b e h in d  
th e  A s ia n  f in a n c ia l  c r is is .  T h e  
p r o x im a te  c a u s e s  o f  th e  c r is is  
ap p ear to  b e  th re e fo ld : (i) sw eep ing

Total Value Auto Tyres & Sub Total of Latex
(Rs. million) Allied Products Dry Rubber Product Others

Products

57.12 91.13 6.37 2.50

41.94 82.41 6.68 10.91

69.42 91.28 5.28 3.44

65.52 80.74 11.76 7.50

64.92 79.04 12.25 8.71

^^I^Rubber Board, Indian Rubber Statistics, Vol. 22,1997 Kottayam.

fin an c ia l se c to r  re fo rm s inconsis­
te n t  w i th  th e  t re n d s  in  th e  rea l 
s e c to r ,  ( i i)  p r e m a t u r e  c a p i t a l  
a c c o u n t  l i b e r a l i s a t i o n  a n d
(iii) c h a n n e llin g  a m ajo r p o rtio n  
o f  th e  b o r r o w e d  c a p i t a l  in to  
u n p r o d u c t iv e  a n d  h ig h ly  r isk y  
a s s e t s  l ik e  r e a l  e s t a t e .  T h e  
q u in te s s e n c e  o f  th e  c o n se q u e n t 
f in a n c ia l  p a n i c  h a s  b e e n  a 
d ra m a tic  re v e rsa l o f expecta tions, 
w ith  th e  c h a n g e  fa r o u ts tr ip p in g  
th e  s e n s i b l e  a d ju s t m e n t  
w arran ted  b y  altered fundam entals. 
T he  m o s t o b v io u s  a n d  im m ed ia te  
im p a c t w a s  a rev e rsa l o f cap ita l 
f lo w s  to  t h e  f iv e  e c o n o m ie s  
(T ha iland , S o u th  K orea, M alaysia, 
In d o n e s ia  a n d  P h ilip p in es). T he 
c a p ita l in f lo w s  w h ic h  p e a k e d  a t 
$ 93 b ill io n  in  1996 w e re  rev ersed  
to  a n  o u tf lo w  $ 12.1 b illio n  in  1997 
(B hala et. a l, 1998).

O n e  o f  t h e  im m e d ia te  c o n s e ­
q u e n c e s  o f  th e  c r is is  h a s  b e e n  
d e v a lu a tio n  o f the  local currencies 
i n  t h e s e  c o u n t r i e s  a n d  th e  
c o u n t r y  t o  b e  h i t  f i r s t  w a s  
T h a ila n d . D o w n tre n d  in  the  T hai 
c u rre n c y  h a d  a c o n ta g io u s  effect 
in  th e  A s ia n  a n d  s u b s e q u e n t ly

t a b l e  7 
RELATIVE s h a r e s  OF MAJOR 
TRADING  BLO C K S  (1996-97)

Major Trading 
Blocks

Relative 
Share (%)

Asia 49.50
EEC 8.00
U SA 26.20
Others 16.30
Total 100.00

S ource: DGCI & S (Calcutta), 
M inistry of Com m erce, 
Government of India, Monthly 
Statistics of Foreign Trade 
(Annual Number of 1995-97), 
Vd. 1, Exportsand Re-e;<pofts.



^ U n ^ n g g i t  a s  w e ll  as 
devalued .

- ^ ? y ^ d W s  th e  e x te n t to  
of local currencies in  

‘ilhdonesia , M alay s ia  
,.Jfi^a:-v is do llar d u rin g  

l^ K v een Ju n e  1997 an d
1 9 9 8 . '^

* 4 . "
¥ e m 'e ig in g  t r e n d s  in  th e  

^ y $ a l  sector h ad  a cascad ing  
various segrt^ents of 

' ^ ^ - j ^ o r  as ev iden t from  the 
brm ances of exports, 

jw th  ra te , th e  e x te rn a l 
and FDI flows in to  these 

. A m ong the  v a r io u s  
is;^ th e  t r e n d s  in  th e  

■segm ent a s s u m e  m o re  
cefortw oreasor\s; (i)the  
growth perform ances of

th e  N IC s since 1980's h as  b e e n  
b ased  o n  the export-led  g ro w th  
stra teg y  and  (ii) th e  n e t im p ac t of 
the crisis on In d ian  econom y a n d  
its  ru b b e r sector w ill be  m a in ly  
tran sm itted  th ro u g h  the  ex terna l 
trad e  channel.

T heore tica lly , th e  e x p o rts  fro m  
the c ris is-rid d en  co u n trie s  n o w  
hav e  to  be  super-com petitive  an d  
e x tra o rd in a rily  c h e a p e r m a in ly  
on  accoun t of th e  h ig h e r ra te s  of 
devaluation. In fact, the a ffec ted  
cou n tries  are  Ind ia 's  competitors 
in  s e v e r a l  m a jo r  m a rk e ts  fo r  
p ro d u c ts  ran g in g  from  p rim a ry  
c o m m o d it ie s  to  e n g in e e r in g  
g o o d s . H ow ever, it is  r e p o r te d  
th a t  a t  le a s t in  th e  s h o r t  r u n ,  
ap p reh en sio n s  o n  th is  issu e  are

un likely  to  b e  rea lised  for three 
reaso n s ; (i) a re la tiv e ly  h ig h e r 
in terest ra tes  co n seq u en t to  tight 
m onetary  policy, h av e  p u sh ed  u p  
the e x p o rte r 's  costs, (ii) a h igher 
im port-in tensity  of expo rts  from  
these co un tries  an d  (iii) difficul­
tie s  o f e x p o r te r s  in  s e c u r in g  
le tte rs  o f c re d i t  th ro u g h  local 
banks (Bhalla et. a l., 1998).

There are o th e r  p o ten tia l sources 
of th rea t on  In d ia 's  perform ance 
em anating  from  the fiiiancial and  
trad e  sectors. H ow ever, all m ajor 
crisis  in d ic a to rs  (B halla  et. a l., 
1998) o f In d ia  v is-a-v is the  five 
a f fe c te d  c o u n t r i e s  s u g g e s t  a 
com para tive ly  s tro n g er position  
o f th e  c o u n t r y  e x c e p t th e  
G o v e rn m en t b u d g e ta ry  deficit.

T A B LE  8

)MPOSm ON OF R U BBER  PRO DUCTS 
IMPORTED (1996-97)

'.XT
tGrou[VProduct Value Relative Share 

(Rs. Million) (%)

relied products 655.5 
:i&-

403.24 

62.15
rubber 

I & cord

& pharmaceuticals 60.58 

14.77

products

sponge

sponge
r

1.44

1.40

1.40 

2144.07

19.60

12.06

1.86

1.82

0.44

0.04

0.04

0.04

64.14

3342.70 100.00

• The Rubber Board, Indian Rubber Statistics, 
,^|-22. 1997, Kottayam.

TABLE  9

EXTENT O F DEVALUATION V IS-A-V IS DO LLAR

Country Currency Percentage Change from
June, 1997 to September, 1998

Thailand Baht (-) 35.90
Indonesia Rupiah (-) 77.10
Malaysia Ringgit (-) 33.60
India Rupee (-) 15.80

Source .'Compiled from Business Line (Various Issues).

T ABLE  10

RELATIVE SH A R E S  OF M AJO R  TRADING BLO CKS 
(1997-98)

Trading Blocks Value ofTotal Relative
Indian Exports Share

(Rs. Million) (%)

European Union 329078 26.06
USA 246406 19.51
Asia* 197856 16.67
ASEAN 87423 6.92

‘ Includes Japan, China, Singapore, Malaysia,Thailand, 
Indonesia, South Korea and Philippines.

S o u rc e : Centre for Monitoring Indian Economy, 
(August 1998), Foreign Trade, Bombay.



strategy

N evertheless, controls o n  cap ita l 
account convertibility  is the  single 
m ajor reason  for ii\su la ting  Ind ia  
fro m  th e  seriou 's c o n seq u en c es  
of the  A sian crisis. Sim ilarly, the 
d irec t trad e  im pact o f the  A sian  
crisis on  India is also likely  to  be 
lim ited  as th e  m ajo r d estin a tio n s  
of In d ia n  ex p o rts  are  E u ro p e a n  
U n io n  a n d  U S A . T a b le  - 10 
illu stra tes  the  po in t.

A s b u lk  o f Indians e x p o r ts  a re  
accoun ted  for b y  the  d ev e lo p ed  
in d u s tr ia l  c o u n tr ie s , th e  d ire c t 
im p a c t o f th e  c ris is  o n  In d ia n  
exports w ou ld  be  m arg inal atleast 
in  th e  sh o rt ru n . H o w ev er, th e  
case o f ru b b er p ro d u c ts  expo rts  
d e m a n d s  fu r th e r  an a ly sis  since  
re la tiv e  sh a re  o f A sia  is  a b o u t 
50 p e r  cent o f th e  to ta l v a lue  of 
expo rts  from  th is sector. C oncep ­
tually, there are  th ree  im p o rta n t 
sources of indirect o r 'echo ' effects 
o n  th e  r u b b e r  s e c to r  in  th e  
contex t of the cu rren t crisis. The 
th r e e  p o te n t ia l  s o u rc e s  a re  :
(i) im p ac t of the  declin ing  w o rld  
N R prices on  In d ia 's  N R  p ro d u c ­
tion sector, (ii) ind irect an d  d irect 
e ffects on  th e  ru b b e r  p ro d u c ts  
m anufac tu ring  an d  expo rt sectors 
o n  ac c o u n t o f A s ia 's  d o m in a n t 
share  in  exports an d  (iii) co m p eti­
tiv e n e s s  o f th e  la te x  p ro d u c ts  
m an u fac tu rin g  an d  ex p o rt in  the 
back  d ro p  o f the  decline in  raw  
m a te r ia l  p r ic e s  c o n s e q u e n t  to  
dev a lu a tio n  of currencies.

T h e  d e c lin in g  tre n d s  in  w o r ld  
m a rk e t  p r ic e s  o f  N R  a s s u m e  
im p o rta n c e  d u e  to  a v e ry  h ig h  
d e g re e  o f e x p o rt-o r ie n ta tio n  of 
N R  p r o d u c t io n  in  T h a i la n d ,  
In d o n esia  an d  M alaysia  a n d  its 
indirect effect on  Ind ian  N R  prices 
since early  1990's. Table-11 show s

th e  tre n d s  in  In d ian  a n d  w o rld  
m a r k e t  p r ic e s  o f  e q u iv a le n t  
g rad es  o f rubber.

D esp ite  a  h igher p rice  o f N R  in
1998 in  In d ia n  and w o rld  m arke ts  
co m p ared  to the 1992 level, there  
h a s  b een  a  substan tia l decline in 
b o th  th e  p rices since 1996. To a 
certa in  ex ten t, the com parab ility  
o f th e  p rice s  is c ircum scribed  b y  
th e  exchange rate varia tions in  the 
re le v an t local currencies vis-a-vis 
th e  U S  d o lla r .  H o w e v e r ,  a n  
im p o r ta n t  tren d  h a v in g  se rio u s  
im p lic a tio n s  on th e  In d ia n  N R  
p ro d u c tio n  sector has been  a  m ore 
o r less synchron ised  m ovem ent of 
p r ic e s  in  b o th  th e  m a rk e t since
1992. T ab le  - 12 i l lu s tra te s  th e  
p o in t.

A  p la u s ib le  ex p lan a tio n  fo r the  
o b se rv ed  trend  since 1992 is the 
po licy  changes on the  p rocedu ra l 
fo rm alities regard ing  the  channel 
o f  im p o r t s .  S ince 1991-92 th e  
c a n a lis e d  im p o rts  th ro u g h  th e  
State T rad in g  C orporation  has no t 
o n ly  b e e n  d ro p p ed , m ore th an  97 
p e r  c en t o f  the  to tal q u an tity  of

im p o rted  N R  till 1997-98 (l^gj 
to n n e s )  w a s  e x e m p te d  
im p o r t  d u ty  u n d e r  th e  Exr 
In c e n t iv e  S c h e m e  a n d  Pu' 
N otification Schem e. Inspite ̂  
se rio u s  lim ita tio n s  in  quan 
th e  n e t  im p a c t  o f  th e  po; 
change, it is increasingly beo 
e v id e n t th a t  w i th  th e  libe 
sation of the procedural fo 
th e  In d ia n  m a n u fa c tu re  
expo rte rs  o f ru b b e r  prodw is, 
b e  in c lin ed  to  im p o r t NR 
dom estic  p rice s  a re  higher 
th e  C.I.F. v a lu e  o f the  im 
rubber. T here fo re , th e  rep 
sions of th e  dec lin in g  worl 
p r ic e s  a n d  th e  libera 
ex p o rt-im p o rt policies ap 
h a v e  s e r io u s  im p a c t  
d o m in a n t N R  production  
in  Ind ia  as th e re  a re  limitatii 
p u rsu in g  a  p ro tec ted  price 
reg im e. ^

T he p o ten tia l issues arisingl 
A s ia n  R e g io n 's  share  
cent) in  the  to ta l rubber 
e x p o r ts  f ro m  In d ia  sug^ 
a n a ly s i s  o f  d e s tin a tio n ;i 
com position  o f exports. Ta

T A B LE  11 

TR EN D S IN NR PR ICE  S IN CE  1992

Indian Market World Market
Year (for 100 kg. of RSS 4) (for 100 kg. of RSS ^

Rupees U S$ Rupees US$

1992 2463 79.9 2457 79.7^
1993 2456 81.1 2538 80..^

1994 3107 99.1 3455 110.'|

1995 5059 155.4 5030 154.^
1996 5122 145.6 4764 135^

1997 4091 112.3 3614 99J

1998 2944 82.9 2685 71J

* upto July, 1998.
Source;The Rubber Board, Indian Rubber Statistics, Vol. 2 2 ,1997j^



'*%s^estination-wise com posi- 
major p ro d u c t g roups.

gunposition of exports show s 
fexcept the  EEC, am ong  the 

■ ^ . t r a d i n g  b locks, th e  m ajo r 
S u e t  e x p o r te d  to  a ll o th e r  

; S g  regions is tru c k  a n d  b u s  
■ ^ • a n d  A sians s h a re  is  th e  
A rh e s t (67.9 p e r  c e n t) .  T h e  

share of la tex  p ro d u c ts  
p ja p  is the h ig h est in the  EEC 

1 y ^ v e d  by o ther coun tries an d  
^ tS ^ ’However, the  m ost strik ing  
"* iW e  of c o m p o s itio n  o f th e  
_ S o rts  is a h ig h e r  d e g re e  o f 

ified ex p o rts  to  th e  EEC 
ed to o the r regions. T he 

tapact of the  cu rren t export 
e will be  centered  a ro u n d  

and  b u s  t>Te seg m en t 
toitsshare in total exports (55 

t) and A sia 's  share in  the 
H r t  exports of th is p ro d u c t (61 

mt). A pparently , the  im pli- 
of the  d e s tin a tio n -w ise  

roduct-w ise com positions 
truck and  b u s t}Te segm en t 

W not be significant as on ly  
22 p e r  cen t of th e  to ta l 

uction is  e x p o r te d .  T h is  
is heavily  d ep en d e n t on 

in the  in ternal m arke t 
turn is closely re la ted  to 

of industria l g ro w th  an d  
vehicles p roduction . 

Lpw d o w n  o f in d u s t r i a l  
I in  1996 a n d  1997 a n d  

^ o w th  in  the  p ro d u c- 
‘̂ ^ ^ e r c i a l  vehicles (-6.9 

n t a n d  33.2  p e r  c e n t  
'^cly) hav e  reflected  in  a 

■jV® g ro w th  ra te  (-0.4 p e r  
h iK  i,  ^  P*"oduction o f tru ck  

^  D esp ite  a 
Prpv in te rn a l  m a rk e t  

®^alence of th e  tra c e  o f

s h a k e - u p s  w i th  th e  e n t r y  o f 
m u ltina tional co rp o ra tio n s  in  the 
field of vehicle a n d  ty re  m anufac­
tu rin g  in the co u n try  consequen t 
to  policy  changes in  recen t years 
(R ubber Trends, 1998).

The po ten tia l im p ac t on  the latex 
p ro d u c ts  sector co nsequen t to  the 
crisis in M alaysia, T hailand  an d  
Indonesia  has im plications for the  
export nnd N"R p ro d u c tio n  sectors 
in Ind ia . The cu rren cy  d e v a lu a ­
tion  in  these co im tries lead ing  to 
a c o m p a ra t iv e ly  c h e a p e r  ra w  
m a te r ia l  base  e n a b le  th e  la te x

p r o d u c ts  m a n u fa c tu r e r s  to  
com pete w ith  an  inheren t initial 
a d v a n ta g e . T h e  issu e  a ssu m e s  
im p o rta n c e  since  it is re p o rte d  
th a t b e tw e e n  1992-94 Ind ia  has 
m a d e  th e  h ig h e s t  in c re a s e  in  
exports of gloves (156 p e r cent) of­
fering  stiff com petition  to o ther 
N R  p ro d u c in g  co u n trie s  in  the  
w o rld  m a rk e t (Bachik, 1997). This 
p ro d u c t g ro u p  is considered  as 
the  b o o m in g  segm en t as it nearly 
d o u b le d  i t s  s h a re  in  e x p o r ts  
d u r in g  th e  p e r io d  b e tw e e n  
1970-71 to  1996-97 (Table-6). A n 
im p o rtan t d im ension  of the issue

■ ''^erge of significant

TA B LE  12

CO M PAR ISO N  O FW O RLD  AND INDIAN PR ICE  OF NR

Year
World Price 

RSS3 
(Rs7100 kg.)

Indian Price 
RSS4 

{H sJm  kg.)

Ratio of India 
Price to World 

Price

1976 674 620 0.92
1977 692 630 0.91
1978 789 885 1.12
1979 1011 1024 1.01
1980 1083 1154 1.07
1981 872 1423 1.63
1982 739 1473 1.99
1983 1042 1672 1.60
1984 1040 1689 1.62
1985 890 1694 1.90
1986 988 1670 1.69
1987 1217 1760 1.45
1988 1600 1811 1.13
1989 1482 2040 1.38
1990 1425 2147 1.51
1991 1796 2128 1.18
1992 2457 2463 1.00
1993 2538 2546 1.00
1994 3455 3107 0.90
1995 5030 5059 1.01
1996 4764 5122 1.07
1997 3614 4091 1.13
1998* 2885 2944 1.02

* upto July. 1998.
Source:The  Rubber Board, Indian Rubber Statistics, Various issues.



of a deceleration 
and  p ro d u c tio n  of

■ lu c tso n th e N R p ro d u c -
tor in  India. As the  N R 

S E ' t ’o f  la te x  p r o d u c ts  is  
' rher a reversal in  the

‘■ ^ i s  will hav e  se rio u s  im p lica- 
l ^ p f ' t h e  N R p ro d u c tio n  a n d  

^ gectors in  In d ia .

; - ^ m a r is e ,  the analysis of the 
of the A sian crisis o n  the 

■ v^m rnbber sector ind icate the

i a lh e  s h o r t  r u n  th e  d i r e c t  
■ ^ ^ c t  of th e  crisis  w o u ld  b e  

ited  o n  I n d ia 's  f in a n c ia l  
■ fl^ io r a n d  e x p o r t s  d u e  to  

trcls o n  c a p ita l  a c c o u n t  
ivertibility an d  d e s tin a tio n  

ocports.

I ihe impact on  the  N R  p roduc- 
I’to^sector is m ain ly  confined  
.lOj^he s y c h ro n is a t io n  o f 

^mestic p r ic e s  v is -a -v is  
)rid m a rk e t p rice s  d u e  to 

S|ip!icy changes.

fce&^ds in  the d o m in an t d ry  
products sector w o u ld  

^ in ly  in fluenced  b y  the

g r o w th  i n d i c a t o r s  in  th e  
I n d ia n  e c o n o m y  r a th e r  th a n  
th e  ex p o rts  to  A s ia n  C o u n tr ie s  
a n d

iv) th e  e m e rg in g  t re n d s  in d ic a te  
a co m p a ra tiv e ly  h ig h e r  p o te n ­
t i a l  im p a c t  o n  th e  e x p o r t  
o r i e n t e d  l a t e x  p r o d u c t s  
m a n u fa c tu r in g  secto r.

P R IO R IT IE S  A N D  
ST R A T E G IE S

T he fu tu re  p rio rities  a n d  s tra teg ies  
o f In d ia n  ru b b e r  s e c to r  s h a ll  be  
f o c u s s e d  o n  th e  b a s i s  o f  th e  
e m e rg in g  issues  c o n fro n tin g  th e  
p ro d u c tio n , m a n u fa c tu r in g  a n d  
e x p o r t  s e c to r s . T h e  f o re g o in g  
a n a ly s is  s u g g e s ts  c o n s id e ra b le  
rec a s tin g  o f th e  p o lic y  in p u ts  in  
th e  b a c k d ro p  o f  g ro w in g  m a rk e t 
i n t e g r a t i o n ,  l i b e r a l i s a t i o n  o f  
p o lic ies  a n d  p ro c e d u ra l  fo rm a li­
ties  a n d  recen t d e v e lo p m e n ts  in  
th e  th re e  m a jo r  N R  p r o d u c in g  
co u n tr ie s .

T h e  f o c u s  o n  th e  p r o d u c t i o n  
sec to r is  confined  to  th e  N R  secto r 
d u e  to  its  d o m in a n t  p o s it io n  in  
t o t a l  r u b b e r  p r o d u c t i o n  a n d

c o n s u m p t io n  in  t h e  c o u n try .  
In sp ite  o f th e  a c h ie v e m e n t of th e  
h ig h e s t  r e p o r t e d  p r o d u c t iv i ty  
o f N R  in  th e  w o r ld , th e re  ex ist 
m a rk e d  d iffe ren ces  in  p ro d u c ti­
v ity  a m o n g  th e  d iffe re n t ru b b e r 
g ro w in g  reg io n s  to  th e  ex ten t of 
m o re  th a n  40 p e r  cen t. T he  m ajor 
is su e s  in  th e  t r a d i t io n a l  ru b b e r  
g r o w in g  r e g io n  o f  K e ra la  a re ; 
in c r e a s in g  s h a r e  o f  p a r t - t im e  
fa rm e r s ,  g r o w th  o f  h o m e s te a d  
f a r m s  a n d  o p e r a t i o n a l  le v e l  
p r o b le m s  a s s o c ia te d  w i th  th e  
a v a i la b i l i ty  o f  h ire d  la b o u r . In  
th e  e m e rg in g  scen a rio , th ere  are  
s e r io u s  c o n s tra in ts  in  p u r s u in g  
e x p a n s i o n  o f  N R  c u l t iv a t io n  
in  m a r g i n a l  a r e a s  w h e r e  th e  
re a lisa b le  p ro d u c tiv ity  is be low  
th e  n a t io n a l  a v e ra g e . S im u lta ­
neously , R  & D  in p u ts  a n d  specific 
ex te n s io n  p a c k ag e s  a re  req u ired  
to  e n h a n c e  p r o d u c t iv i ty  in  th e  
r e g io n s  w i t h  l o w e r  le v e ls  o f  
p ro d u c tiv ity  a s  c o m p e titiv e n e ss  
a n d  q u a l i t y  a r e  t h e  p r im e  
g u id in g  fac to rs  d e te rm in in g  th e  
feasib ility  o f N R  p ro d u c tio n  in  the  
c o n tex t o f g lo b a lisa tio n . Table -1 4  
s h o w s  th e  p r o je c t io n s  o f  N R

TABLE  13

^ in a t io n -w is e  c o m p o s it io n  o f  e x p o r t s

(1996-97)

Product
Asia

Relative Share (%) 
USA EEC Others

Bus Tyres 67.9 55.2 10.7 36.1
jTyres 7.9 10‘.2 11.9 14.1
5.products,

Clothing 4.0 16.9 26.8 21.8
^ r ie s
ts

20.02 17.7 50.6 28.0

■ ^ ® (Calcutta), Ministry of Commerce, Govsfn-
ent of India, Monthly Statistics of Foreign Trade 

V nnual Number of 1996-97), Vol. 1. Exports and 
Reexports.

TABLE  14

PRO JECT IO NS OF R U BB ER  PRODUCTION AND 
CONSUMPTION  IN INDIA {’000TONNES)

Consumption
Year

NR
Production NR 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 793 2236

So u rce : The Rubber Board, Statistics and Planning 
Department, Kottayam.



production  an d  con su m p tio n  of 
N R an d  SR.

The a tta inm en t of the  sh o rt te rm  
a n d  lo n g  te rm  ta r g e ts  a n d  
r e a l is a t io n  o f th e  p r o je c t io n s  
d e p e n d  to  a  g rea t ex ten t o n  the  
p o te n tia l issues in flu en c in g  the  
r e la t iv e  p r o f i t a b i l i ty  o f  N R  
p ro d u c tio n  in  th e  coun try . T he 
s tra teg ies  em p lo y ed  to  ach iev e  
the desired  resu lts  a r e : squeezing  
u n it cost of p ro d u c tio n  o f N R an d  
inc reasing  n e t incom e p e r  u n it  
of a re a . T he p ro m o tio n  o f th e  
p ra c t ic e s  o f  d i s c r im in a to r y  
f e r t i l i s e r  ' a p p l ic a t io n ,  lo w  
frequency  ta p p in g  sy stem s a n d  
g ro u p  processing  of raw  ru b b e r 
are expected to  y ie ld  considerable  
sav in g s  in  th e  o p e ra tio n a l cost 
com ponents of N R p roduction . A t 
the sam e tim e, ea rn est a ttem p ts  
are b e in g  m a d e  to  in c rease  th e  
an c illa ry  so u rces  o f in co m e by  
popularising  in ter-cropping  in  the 
im m atu re  phase  a n d  com m ercial 
ex p lo itahon  o f th e  b y -p ro d u c ts , 
v iz . ,  ru b b er seed , ru b b e r h o n ey  
and  ru b b er w ood  in  th e  m atu re  
phase  o f rubber p lan ta tions. The 
p r im a ry  o b je c tiv e  is e x p o s in g  
th e  N R  s e c to r  to  g lo b a l is e d  
production .

T h o u g h  a c o m p a ra tiv e ly  la rg e  
industria l base en su rin g  a  cap tive 
dom estic m arket has a "cushioning 
e ffe c t"  to  th e  m a n u f a c tu r in g  
sec to r  a t  tim es  o f c r is is  in  th e  
export m arket, it is im p o rtan t to 
n o te  th a t  th e  in d u s t r i a l  b a s e  
itse lf is u n d e rg o in g  s ig n if ican t 
tra n s fo rm a tio n  p ro c e ss . T h ere ­
fo re , m a tc h in g  e f fo r ts  to  
m o d e rn is e  a n d  u p g r a d e  th e  
m a n u fa c tu r in g  se c to r  a re  v ita l 
for m ain ta in ing  the  share  in  the 
d o m e s t ic  m a rk e t  a s  w e ll  as

susta in ing  the g row th  in  exports. 
A lready, substan tia l investm ents 
hav e  been  m ad e  by  the  d o m inan t 
ty re  sector for the  p ro d u c tio n  of 
ra d ia l  ty re s  c o n s e q u e n t to  th e  
e n tr\ ' of M N C s in  the  com m ercial 
vehicles a n d  ty re  m anufactu ring  
s e c to r s .  N e v e r th e le s s ,  th e  
p r e v a i l in g  d if f e re n c e s  in  th e  
n a tu re  a n d  q u a lity  o f p ro d u c ts  
r e q u ir e d  fo r  th e  in te r n a l  a n d  
e x p o r t  m a rk e ts  ca ll fo r p o lic y  
p re sc r ip tio n s  from  a long  te rm  
perspective. W hile eq u ip p in g  the 
m a n u fa c tu rin g  sector fo r g lobal 
p ro d u c tio n  w ith  com petitiveness 
an d  q uality  in  the long  run , the 
im m edia te  concerns are cen tered  
a r o u n d  id e n t i f i c a t io n  a n d  
p ro m o tio n  of p ro d u c ts  su ited  for 
th e  dom estic an d  export m arkets 
w i th  a n  in b u i l t  o p t io n  fo r  
f le x ib ility  in  re s tru c tu r in g  th e  
p ro d u c tio n  process. The gu id ing  
princip les in  th is  en d eav o u r shall 
b e  o p tim u m  a llo c a tio n  o f  th e  
availab le resources in the  rubber 
sector and com parative advantage 
in  the  m anufac tu ring  an d  exports 
o f rubber products.
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