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1. Executive Summary 

The Sri Lankan Rubber industry value chain comprises of two strongly linked segments which are not wholly 

interdependent although the two will benefit from each other’s growth. Raw rubber production having survived 

nearly one and a half centuries is one segment, which is linked to the global rubber market through proven 

trade channels. It has, however, shown a decline of 50% since its peak. The other being the rubber goods 

manufacturing sector that began to thrive since 1980s with demonstrable global competitiveness in solid tires 

and latex gloves. Now Sri Lanka needs more rubber materials for consumption than what local producers can 

offer hence export oriented manufactures, especially the Board of Investment (BOI) ventures, have been 

increasing raw rubber imports. 

 

Globally, rubber products earn a total revenue exceeding 400 billion United States Dollars (USD) by converting 

over 27 million tons of Natural rubber (NR) and Synthetic Rubber (SR) to value added products. The global 

rubber products market consists of over 50,000 different products that serve different consumer needs in 

diverse sectors including automotive, industrial, agricultural, mining and health. Globally, the tire segment 

generates the largest value, and is estimated to grow over 5% based on global economic status. By 2012, the Sri 

Lankan rubber product makers earned over 1,100 million USD through exports and local sales. Then, it 

decreased to around 900 million USD in 2016 with the export income of 750 million USD due to market 

dynamics.  

 

Although passenger car tires are not made here in global scale1, Sri Lanka is the preferred supplier for solid tires 

holding 30% of the market share. The second most important product manufactured in Sri Lanka is the latex 

glove, a medical rubber product. Numerous other products are made and exported by the industry, while the 

total consumption of rubber, both natural (local and imported) and synthetic (imported), exceeds 150,000 

metric tons. There are around 30 manufacturers who account for nearly 95% of industry turnover. Contribution 

of SMEs is estimated to be less than 5% although some of the medium sized firms are performing fairly well and 

trying to upgrade themselves. Very few of them export rubber products and only a couple have exceeded the 1 

million USD mark. Small and micro establishments rarely export a product but serve the local market mainly 

through the production of replacements to auto aftersales outlets.   

    

Most rubber product SMEs are located in the Western Province, especially in Colombo and Gampaha districts 

as they prefer to be closer to the service providers including the Rubber Products Development and Services 

Centre (RPDSC), Rubber Research Institute of Sri Lanka (RRISL), Industrial Technology Institute (ITI) and 

private compounding facilities and mould makers. Medium sized firms have located themselves outside 

Colombo as they require sufficient land, building and other supplies with adequate manpower. While there are 

around 300 Small and Medium Enterprises (SMEs) in operation only 100 of them are deemed active. The 

medium size segment is limited to around 15 to 20 firms.  The role of Sri Lankan SMEs in the products segment 

is not as significant as competing countries. SMEs in Sri Lanka cater to low-end markets with low profits. If not 

for the assistance offered by a couple of government institutions, most of the micro and small types would cease 

to exist. However, a few medium sized firms perform well. They have captured certain export markets, though 

small in volume. They are keen to expand although plans are unstable and few are backed by reputed large 

firms with strengths including capital.  

 

Albeit growing in size steadily, modern global rubber products market is very demanding, sophisticated and 

highly competitive. Most rubber products are technical products engineered by competent teams. Applications 

change constantly and product design, materials and specifications change accordingly. Production processes 

are highly capital-intensive, technologically driven needing advanced Research and Development (R&D) inputs 

and, consume much energy and fuel. Highly trained competent workforce provides the ultimate competitive 

edge. Entry barriers may seem few as there are over 50,000 specific products in demand, enticing thousands of 

                                                             
1 CEAT Sri Lanka produces mainly for the local market and exports 1/3 output to over 15 countries 
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capable newcomers to emerge in different countries. Producers who are close to markets, customers and 

technology succeed. At the same time, the complacent manufacturers decline and fade. Manufacturers are more 

competitive in countries where NR is not produced which show the competitive edge gained through other 

factors and inputs including technology and capital.  Sri Lanka’s rubber industry strengths include private and 

government institutional support, acceptance by and exposure to foreign markets, the availability of a literate 

pool of human resource with sufficient learning capacity, and long experienced rubber products manufacturing 

industry brought about by easy access to raw natural rubber. 

  

Export Development Board of Sri Lanka (EDB) has identified Automotive Rubber Components (ARCs) and 

Medical Rubber Products (MRPs) as potential value chains for SME development in the rubber sector, and the 

value chain analysis was conducted to identify gaps to be addressed under a follow-on capacity building 

program. Since ARC and MRP value chains are not well developed in the country, information was gleaned 

around the generic rubber products value chain and from those who export and produce in small volumes.  

 

First of all, these two product lines cater to Original Equipment Manufacturers (OEM), replacement markets 

and direct consumers. OEM market is very lucrative but tough to enter with stringent supply chain 

management procedures. With a product range consisting of a wide variety, it is important that manufacturers 

identify suitable types of ARCs and MRPs to be promoted. Profit is not in peripheral commodity product types 

but in core segments with brand value that are currently dominated by sophisticated early movers with 

developed distinct strengths including sought after brands.  

 

SMEs face a huge technology gap as sustained production at the right economies of scale need state-of-the-art 

technology with heavy investment, and also require advanced processes that involve proprietary information, 

innovations and tacit knowledge. Innovation among SMEs is only incremental if practiced at all. Common 

industry infrastructure that help reduce transaction costs, is minimal and not of world standard. Policy and 

regulatory environment must be conducive, cohesive and consistent to make strategic plans work. The biggest 

problem most SMEs face is capturing the markets. Current and futuristic market information is not obtained 

systematically. Testing and certification which is crucial in marketing ARCs and MRPs is a major obstacle due 

to the lack of local availability of internationally recognized facilities. Shortage of skilled manpower, high energy 

costs, environmental issues, and interruptions along supply chains all holdup industry growth.  In a nutshell, a 

functional industry cluster must support nascent entrepreneurs until they overcome early obstacles.  

 

Although the gaps look formidable, they are not intractable because some of the SMEs, especially the mid-sized 

firms have developed certain internal strengths on their own. Some degree of competencies can be observed 

that has enabled them to capture certain limited markets. More importantly, some are very keen to enter ARCs 

and MRPs markets as they have realized the growth and profit potential. Few firms have funds to invest but are 

unsure how to approach as markets are elusive and technology isn’t easily obtainable. These strengths can be 

leveraged for growth. Therefore, it is recommended that interventions be designed with the aim of supporting 

qualifying mid-sized firms to achieve a predetermined export income target in ARCs and MRPs and allied 

products. If ten existing firms could achieve an export income of 10 million US dollars each within say five 

years, the total would be 100 million USD. Additionally, if the project could support another five new 

entrepreneurs to reach 2 million USD in five years, that will add another 10 million USD.  

 

In terms of capacity building, it is important to build firm level as well as industry level capacities and 

competencies in all value chain activities. Individual capacity building focused on a small number would not 

have a larger impact considering the goals and gaps. Capacity building needs to be institutionalized in line with 

the Sri Lanka Rubber Master Plan 2017-2026 (SLRMP), which has been prepared in in 2012/2013 with Asian 

Development Bank (ADB) Technical Assistance under the City Cluster Economic Development (CCED) project. 

A thorough upgrading of skills is essential. Foreign exposure and training too is vital as part of capacity 

building. Foreign linkages can be established with reputed institutions.  
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2. Rubber Products Manufacturing 

SMEs in Sri Lanka 

2.1. Background 

Sri Lanka entered the rubber industry in 1876 with the commencement of commercial rubber farming. After a 

century, by 1970s, Sri Lanka became the 5th largest NR producer. By 2016, however, the position declined to 12th 

and the reasons are many.  

Sri Lankan began manufacturing value added rubber products based on raw rubber during 1940s and is 

currently the focus of the Sri Lankan rubber industry. In 2013, value of rubber based products2 made locally 

exceeded 1,084 million USD whereas the export value of all types of raw rubber was only 71 million USD. 

Rubber wood based industry too makes a contribution which is estimated at around U$ 80 million today.  

However, in the rubber products segment too, the performance has shown a decline by 2016. Although Sri 

Lanka is not a producer of Synthetic Rubbers (SR), in catering to rubber product manufacturers, over 12% of 

total rubber consumption was SR in 2013 which rose to 17% in 20153. In rubber product segment too, the 

performance has shown a decline by 2016.           

Potential for expanding rubber products exports are endless as over 50,000 different rubber products are 

currently marketed in the world generating over 400 billion USD sales per year. The global tyre industry alone 

earned 220 billion USD and its annual growth is over 5 percent. Albeit the expansion of value added rubber 

products sector, with a turnover of around billion USD, Sri Lanka’s global market share in this segment is 
estimated at 0.2%.  

This is a huge opportunity for the Sri Lankan rubber industry considering the diverse manufacturing 

competencies and other competitive advantages it has acquired over the last five decades that must be fully 

exploited to capture a larger share of the global market. Some of the competitive advantages that Sri Lanka has 

acquired include (i) availability of a pool of human resources including trained and qualified rubber 

technologists and technicians, (ii) a network of government institutions including rubber  research 

organizations and SME focused service providers, (iii) a level of acceptance in the global market for Sri Lankan 

rubber products, (iv) rapid development of industry supportive infrastructure such as ports, highways, 

industrial parks, (v) availability of all types of high quality raw natural rubber although supply volumes are 

declining.      

 

2.1.1. Industry structure 

Sri Lankan rubber products manufacturing sector is heavily weighted towards large manufacturing enterprises 

that account for over 95% of the industry turnover generated by approximately ten companies. Another around 

ten medium sized firms account for around 3% of the turnover while all remaining micro, small and medium 

firms generate less than 2% of the turnover. There are over 300 Micro, Small and Medium Enterprises 

(MSMEs) registered with different government institutions4 which manufacture mostly auto spare parts and 

general household rubber goods. Very few of them have ventured into sophisticated product markets and they 

are mid-sized firms (MS). The large companies produce and export mainly (i) industrial solid tyres and wheel 

systems, (ii) latex gloves of different types and, (iii) general rubber goods.  

                                                             
2 Includes local sales and rubber wood based items 
3 Total rubber consumption was 115,894 metric tons in 2013 which increased to 166,000 in 2015 
4 Rubber Development Department, Ministry of Industries & Commerce, Industrial Development Board, among others 
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Export income from value added rubber products has shown a marginal increase in 2016 but has not reached 

pre-2014 levels. During the same period, however, Malaysia has improved export performance significantly, 

depicting Sri Lanka’s diminishing relative competitiveness in the rubber products manufacturing sector.    

Table 1: Sri Lanka Rubber Industry Export Performance (2014 – 2016) 

    Value in Millions of US Dollars 

 Sec. No. 
 Product Details 2014-2016 Cumulative Exports in US$ 

  
2014      

Jan-Dec 

2015      

Jan-Dec 

% 

Growth 

2016      

Jan-Dec 

% 

Growth 

S.02 Natural Rubber Types 
          

S.020101 i. Latex Rubber 0.55              -               -    0.13            -    

S.020102 ii. Sheet Rubber 4.49 1.61 -64.1 2.66 65.22 

S.020103 iii. Technically Specified Rubber 2.33 1.02 -56.2 1.75 71.6 

S.020104 iv. Crepe Rubber 34.86 22.56 -35.3 25.74 14.1 

S.020105 v. Block Rubber 0.01 0.04 300.0 0.08 100.0 

S.020199 vi. Other Natural Rubber 3.36 1.15 -65.8 2.52 119.1 

  
Sub Total 45.60 26.38 -42.15 32.88 24.6 

  Share of total national exports 0.41 0.25   0.32   

S.0805 Rubber Products 
          

S.080501 Rubber Plates, Sheets Rods of Vulcanized 

or Unhardened Rubber 

47.76 32.54 -31.9 21.63 -33.5 

S.080502 Pneumatic & Retreated Rubber Tyres & 

Tubes 

567.59 470.58 -17.1 479.46 1.9 

S.080503 Industrial & Surgical Gloves of Rubber 175.93 164.67 -6.4 175.99 6.9 

S.080504 Gaskets, Washers, Seals etc. of Hard 

Rubber 

95.56 90.86 -4.9 88.40 -2.7 

S.080599 Other Rubber Products 2.57 2.27 -11.7 2.21 -2.6 

  
Sub Total 889.41 760.92 -14.45 767.69 0.89 

  Share of total national exports 7.99 7.24   7.43   

  
Total Raw Rubber and Finished 

Products 

935.01 787.30 -15.80 800.57 1.69 

  Share of total national exports 8.40 7.49   7.74   

  Total National Exports of Merchandize 11130 10505 -5.62 10339 -1.58 

Source: Sri Lanka Customs / Central Bank of Sri Lanka / Sri Lanka Export Development Board 

Remarks: Automotive components made from rubber and Medical Rubber Devices are not classified in trade 

data.    

 

2.1.2. Rubber Products Manufacturing SMEs 

Sri Lanka’s Rubber Products Manufacturing SMEs (RP-SMEs) have shown long stagnation compared with 

rubber industries in India, Malaysia and Thailand. Unfortunately, this is the case even with most large 

companies as suggested by declining national export revenue from rubber products (from nearly 900 million 

USD, it has come down to nearly 750 million USD within a period of four years since 2012). Within the last 

couple of decades only a couple of RP-SMEs have graduated to become medium sized enterprises whereas none 

of the medium sized firms have reached the status of large enterprises.  
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 Main strength of SMEs in Sri Lanka is the easy access to raw natural rubber coupled with long years of 

experience in rubber products manufacturing industry. Generic technologies required, although not high end, is 

accessible freely and a literate workforce of sufficient learning capacity is available. Certain level of institutional 

support is available through government and private institutions. A degree of foreign exposure and some 

contacts with overseas buyers is observed. Knowledge of quality management systems is apparent although 

practice seems to be rare. Presence of international manufacturers of rubber products has strengthened the 

local rubber industry in general.  

Despite the above strength, vast majority of SMEs do not export much and only serve lowest level in the 

replacement market that requires generic technology, simple equipment and semi-skilled workers. Although 

accurate information is not available on this, Table 2 sheds some light on the type of products marketed by all 

MSME manufacturers.  

 

Table 2: Types of Products Offered by Sri Lankan Manufacturers 

Type of Firm Export Local 

Large 

Board of 

Investment 

(BOI) and non 

BOI Local and 

Int’l) 

OTR Tyres, Passenger Car and Truck Tyres, Tubes, 

Tracks, trolley tyres, Floor mats, Cellular and non-

cellular products, Gaskets, washers and seals 

Industrial, Household and Medical Gloves, Foam 

cushions 

Passenger Car and Truck Tyres, Industrial, 

Household and Medical Gloves, carpets, 

hoses, and large number of assorted items 

for household and industrial use 

Medium Sized 

(MS) 

Conveyor belts, auto parts (break-pedals), garden 

hoses,  Coil Spring Rubber, Stabilizer Bush, Bumper 

Mounts, Silencer Mount, Body Mounts, Bonnet 

Rubber, Tail Glass Bush, Stabilizer Bracket, Stabilizer 

Link Bush, Gear Box Mounts, Radiator Hoses 

Carpets, hoses, bushes, door stoppers, 

extrusion profiles, dock fenders, latex 

gloves, balloons, toys, foam cushions, 

rubber bands, rings, tyre retreads, bicycle 

tyres, small-sized tyres 

Small Infrequent and insignificant  Auto spare parts (bushes, joints, boots, 

engine mounts etc.) for replacement 

market 

Micro None Auto spare parts (bushes, joints, boots, 

engine mounts etc.) for replacement 

market 

  

Global rubber products industry is advancing rapidly in terms of adaptation of technologies based on 

innovations in Chemical, Engineering and ICT industries. This is essential to also avert the threat coming from 

substitutes such as plastics5 which again is a polymer, a thermoplastic. Only a couple of SMEs are trying to 

perform to match global competitors under difficult conditions such as high cost of capital, higher cost of input 

materials, lack of common industry infrastructure, absence of state-of-the-art technological support and 

workforce deficiencies. Most Sri Lankan SMEs are lagging behind in this regard although many of them, as the 

author realized during the consultations and field visits, are very keen to upgrade themselves to meet global 

challenges.  

As revealed during the consultations, a few medium sized firms have made brave attempts to expand their 

businesses overseas with limited success. For example, one forward-looking medium sized firm which has plans 

to invest over 500 million Sri Lankan Rupees (LKR) over the next two years in plant modernization although it 

                                                             
5 One successful medium sized entrepreneur related his experience in this regard. Whenever he designs a new product and 
markets in the US through a retailer, it will be substituted within six months by a plastic product originating from China! 
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has recorded an export growth of less than 1% over the last 5 years6. Certain attempts were made with the 

support of the government, in particular with the EDB7 and MI&C8 to increase their export volumes. It is 

apparent that a more concerted, well-planned and long-term effort by way of a SME support program 

comprising of several projects is required to assure sustained export growth.  

Except for a few enterprising firms, the rest are not export ready but compete in the local market against 

imported rubber products coming from more competitive origins. It is therefore not easy to find future plans of 

these enterprises in any meaningful manner.      

For a medium sized firm, order size is also critical as they must reach minimum scale economies to cover 

investment costs and sustain production lines. Further, their current product portfolio is performing to their 

satisfaction utilizing all available resources including executive time. To make a change, costs are involved and 

therefore opportunity costs arise. Very few concerted attempts are sustained to experiment with new products 

as the priority is not in product innovation. Unless the path is very clear, an entrepreneur usually may not take 

undue risks by embarking in new ventures, if such risks cannot be mitigated without external support.   

It must be mentioned that the majority of micro and small firms are more concerned about sustaining the 

status quo of their operations “fighting daily fires” as they are extremely vulnerable to local market dynamics. 
Threatened by low cost imports and faced with increasing factor/input costs, they would be happy to maintain 

their existing production levels.  

 

                                                             
6 Survey and discussion results 
7 Cost sharing in participating in important trade fairs. 
8 Recent assistance in overseas training in technology (in the University of Cochin, India) 
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3. Important Aspects of Manufacturing 

of Rubber Products 

Rubber products manufacturing industry is a technologically driven industry. However, different rubber 

products serve vastly different markets and are produced using different technologies, processes and materials.  

A latex condom and a tyre are good examples. Only commonality is that both products contain vulcanized or 

cured rubber (may not be the same type) in a predetermined quantity which could vary from 95% to 50%. 

Certain other products may have only 20% or lesser rubber content. On the other hand, tyres are complex 

composite structures composed of layers of formulated cross-linked rubber, textiles, and steel reinforcement 

layers. Tyre production requires precise manufacturing through chemical and mechanical methods to achieve 

secure attachment of all layers. A large dump truck tyre can weigh around 5 tons (costing nearly 50,000 USD) 

while a latex condom may weigh only around 2 grams. Latex condoms are classified as Class II Medical Devices 

by the Food and Drugs Administration USA (FDA) and will not have any reinforcing material other than certain 

chemicals. Although the principle involved in rubber vulcanizing is the same, the manufacturing processes used 

to make these two products are vastly different in many respects.  

This fact has policy implications as diverse producers may face diverse issues especially in the functions of 

marketing, production and in managing supply chains. An effective support intervention and policy support 

need to accommodate the differences in such value chain management requirements.        

  

3.1. Rubber used in products 

Different types of NR (Ribbed Smoked Sheet, Technically Specified Rubber, Crepe and Specialty) are supplied 

from traditional rubber growing countries including Thailand, Malaysia, Indonesia, Vietnam and Sri Lanka 

among others. Synthetic rubber is a polymer synthesized from petroleum by-products and manufactured at 

chemical plants in China, Japan, South Korea and some other Asian countries in addition to North America and 

Europe.  

 

3.2. Formulation and Mixing of Rubber Compounds 

Raw rubber is of little use unless formulated and compounded to make it suitable for manufacture and to 

ensure desired properties in finished products. As mentioned earlier, a dry rubber based product may comprise 

of various other ingredients such as Sulphur, 

Carbon Black, Silica and fillers that may account 

anything between 20% to 60% by weight. For 

example, a normal tyre may contain 60% rubber 

by weight whereas a common eraser may have 

only around 20% rubber by weight. A tyre may 

incorporate steel cord or fabric too. High quality 

latex based products such as condoms of course 

may have 95% rubber by weight although in 

making certain latex based products such as 

toys, weight of rubber could be as low as 40%. In 

developing the rubber products manufacturing 

industry, the limited role of natural rubber, 

although important, must be clearly understood 

when designing interventions to support the 

Vulcanizing agents, reinforcing agents, 
plasticizers, resins, factice, coupling agents, 
dispersing agents, processing aids, waxes, 
accelerators, retarders, activators, 
antioxidants/antiozonants, flame retarders, 
pigments, tackifying agents, anti-tack agents, 
compatibilizing agents, peptizers, + proprietary 
reagents.  

Reinforcing materials may include steel wire, 
fabrics and metal plates.   

Box 1: Non-rubber Materials Used in Rubber Products 
Manufacturing 
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industry. For example, in an average passenger car tyre, the cost of rubber is only around 10%. Rubber prices 

are common to all manufacturers irrespective of the location of the factory and the only difference would be in 

terms of logistics. There are many other factors including different materials such as chemicals that contribute 

to the cost of production. The Box 1 shows the kind of non-rubber materials used.  

The implication is, although raw rubber is the base material in making rubber products, a manufacturer has to 

manage various other supply chains in which Sri Lanka has no comparative advantage. In addition, as almost 

all materials other than natural rubber are imported, the depreciating rupee puts more pressure on 

manufacturers.     

Preparing the ideal rubber compound is critical to product manufacture, performance and hence profitability. 

Since the rubber components call for different specifications based on the end product requirements, it is not 

possible to have common rubber formulation for all the end products. Rubber compounds used in medical 

devices are formulated to meet exacting performance and environmental criteria. Precise formulations, 

developed, perfected and customized in-house by competent manufacturers with required facilities, are used in 

production mixing operations to blend compounds into strip or slab form suitable for later processing.  

Almost all micro and small manufacturers depend on third party technical information and supply of 

compounded rubber (such as the RPDSC at Peliyagoda managed by the Industrial Development Board). In 

contrast, most medium sized manufacturers have developed fair internal technological capabilities to satisfy 

their current needs. However, future technological needs may evolve rapidly as determined by the nature of 

competition which is never static.    

The processed rubber compound is now suitable for moulding or extrusion after which final curing through the 

process of vulcanization is done. The vulcanized product needs to be subject to finishing that may include other 

steps (trimming excess rubber or flash, inspection, packaging or assembly), before delivering to the market 

after usual quality management processes.   

 

3.3. Variations in manufacturing techniques 

The basic methods of manufacturing rubber products are similar for different manufacturers. Variances 

however, may occur regarding specific compounds required for different products, each manufacturer’s 
production methods and technological sophistication as well as scale of operations. Refinement to these 

processes may be introduced by relevant manufacturers to satisfy exacting consumer requirements that are 

stated in internationally accepted product specifications. In short, extreme technological complexities may have 

to be managed in making high value technical products. Considering expected performance levels, both MRPs 

and ARCs are considered such products that involve extreme risks connected with safeguarding human lives.  

A rubber product is a composite of carefully selected materials including raw rubber, NR and/or SR, wide 

variety of process chemicals and reinforcing materials. The process involves judicious combining of all 

necessary materials to give the required quality product efficiently at the lowest possible cost. Price, 

performance and availability determines the choice of materials. Some are essential while some can be 

substituted.  

Rubber which is a polymer (an elastomer), whether NR or SR types, is available in two forms i.e., latex (in the 

form of liquid) and dry forms. These two require vastly different equipment, processing methods and other 

inputs in conversion to products. For example, manufacturing tyres and foam cushions can be considered two 

distinctly different industries that are part of different value chains and linked to diverse supply chains.   
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3.4. Machinery and equipment 

Among the Sri Lankan SMEs, only a few medium sized companies posses sophisticated equipment. Micro and 

small companies mostly use very basic equipment. Sophisticated machines are not made in Sri Lanka which 

means the industry is not adequately supported by related and supporting industries (characteristics of a 

competitive industry cluster9).  

It was however observed that a couple of medium sized companies with expansion plans have recently acquired 

advanced state-of-the-art machines to partially fulfil their requirements. To overhaul and update their complete 

production lines, capital investment requirements appears to be somewhat formidable.  

 

3.5. Operations Management 

Installing sophisticated machines haphazardly just because space is available in existing plants alone cannot 

produce optimum results. Redesign of flow lines is essential to maintain highest productivilty levels, low 

operating costs and quality with low reject rates. Relevant managements must adopt modern practices such as 

Lean Manufacturing, Six Sigma and other evolving best practices to optimize the returns from new investments. 

Enlightened human resource (HR) practices are also crucial for productivity, innovation and success.  

 

Figures 1 and 2 depict the key value chain activities and materials flow process relevant to rubber 

manufacturers.  

Figure 1: Generic Value Chain Applicable to Rubber Product SMEs

 

 

 

 

 

  

                                                             
9 Refer Prof Michael Porter, facets of the Competitive Diamond.  
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Figure 2: Specific Value Chain Activities of Sri Lanka Rubber Product SMEs 

 

IDB–RPDSC = Industrial Development Board - Rubber Products Development and Services Centre; SME = Small and 

Medium Enterprises. 

 

3.6. Challenges faced by manufacturers  

High end rubber products are technologically sophisticated devises. Production processes involve complex 

technologies and quality management techniques. Management skills required are above average. Even a small 

scale production plant need high scale investment and machinery and equipment. Energy consumption is high 

in the rubber industry. Quality management requires a laboratory with trained technicians and apparatus. 

SMEs are unable to improve products through R&D and product design. Prototyping capacity is not available 

and they keep copying other designs and formulae. SMEs lack the capability of mobilizing such resources and 

engage in production of low value added products for the replacement market. Their marketing capabilities are 

weak. They cannot develop in-house capabilities required to grow and depend on government institutions for 

support. Their profit margins are very low and reserves are not accumulated to support re-investment. Most 

SMEs compete with each other for local market space. Single entrepreneur dependent SMEs have no succession 

plans and very few of them engage professional managers. There are a few exceptions but even their growth 

rates are not impressive. Appreciable growth is seen when a SME is a subsidiary of a large firm with developed 

strengths, especially in corporate management and marketing.   
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4. Goals, Plans, Potential and 

Possibilities, Problems and Solutions 

What is the true potential of Sri Lankan SMEs to enter these markets effectively? The fierce competition in 

these sectors is evident from the fact that world’s top ten manufacturers of these products account for less than 
30% of the sales. The balance is shared by numerous others in rubber products manufacturing countries, which 

in fact is a great opportunity for Sri Lankan manufacturers with required capabilities.   

Export Development Board of Sri Lanka (EDB) has identified Automotive Rubber Components (ARCs) and 

Medical Rubber Products (MRPs) as potential value chains for SME development in the rubber sector. Since 

ARC and MRP value chains are not well developed in the country, information was gleaned around the generic 

rubber products value chain and from those who export and produce in small volumes. Market possibilities for 

ARCs and MRPs are discussed below.  

 

4.1. Market Possibilities - Rubber Automotive Components 

Table 3: Rubber Automotive Components  

Range of Products Process Technology Testing and 

Certification  

Belts: Cogged, Compressor, Cooling fan, 

Synchronous, Transmission 

 Machinery 

Internal mixers, two roll 

mills, extruders, 

calenders, moulding 

presses, boilers and 

autoclaves and ancillary 

equipment 

 

 Raw materials 

Polymer (NR and SR), 

chemicals including 

vulcanizing agents, 

fillers, accelerators, 

anti-degradants, 

process oils and waxes,    

 

 Standards 

International and 

national standards 

(including Society of 

Automotive Engineers 

standards), Product 

specific standards, 

Customer specific 

standards and 

certifications 

 Laboratory 

standards 

Some testing to be done 

in internationally 

accredited laboratories  

 Equipment  

For testing and 

certification to meet 

above standards 

 

Dust covers: Bellows, CV boots, Dust caps, Dust 

covers, Gear lever covers, Grommets, Mirror 

boots, Rubber boots 

Hoses: Air intake, Fuel/Oil, Heater, Hydraulic, 

Oil break, Power steering, radiator, Water 

Mounting bushes and supports: 

Bushings/Couplings, cabin mountings, 

Dampers, drive-shaft boots, Engine mounts, 

Exhaust hangers, Joint rings, Muffler supports, 

Propeller shaft mountings, Vibration mountings 

Profiles: Glass panel holders, Glass run panels, 

Weather strips, Wiper blades 

Seals, gaskets and washers: Diaphragms, End-plugs, 

O-rings, Oil seals, Oil-filter accessories, Rubber 

gaskets, Stoppers, Body sealing profiles and 

weather strips 

Other types: Brake pedal pads, Buffers, Bump 

stoppers (car/lorry), Car mats, Mud flaps, 

Rubber cushions, Rubber plugs, Sheetings, 

Spark plug covers, Holders/caps, Silicone parts 

Remarks: This list is not exhaustive in identifying products, machinery and materials required. 
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ARCs are classified as Industrial Rubber Products (IRPs). According to a recent study, global demand for IRPs 

will rise 6.7 percent annually to 140 billion USD in 2018 from the current 115 billion USD. More than half of all 

additional product demand will come from China. Rubber hose will be the fastest growing product segment. 

Industrial equipment and construction will be the fastest growing markets for IRPs. 

The rapid growth of the automotive industry is one of the primary factors believed to support the growth of the 

global IRPs market in the next few years. The rise in the production of motor vehicles is indirectly driving the 

demand for several IRPs including gaskets, hoses, and belts. In addition, the increasing number of 

manufacturing activities across the globe in diverse industries is anticipated to accelerate the growth of the IRPs 

market worldwide. 

ARCs are a small but significant part of auto components which is a billion dollar industry. To give an example, 

BorgWarner, a global auto component supplier is planning to achieve a turnover of 15 billion USD in sales by 

2020. Global automotive aftermarket alone is estimated to be worth about 477 billion USD. At present over one 

billion cars and 300 million commercial vehicles are plying on the roads. By 2050, the number of passenger 

vehicles will grow 2.5 times. In this market both OEMs and aftermarket sales are equally important. The share 

of ARCs in this growing market could be worth at least 30 billion USD.  

The expansion of application areas and the growing ease of processing combined with process automation 

(Industry 4.0 or 4th generation industries driven by ICT) are expected to encourage the market’s growth. 

However, there are certain limitations.  

The rising threat from substitute products made from thermoplastic elastomers is a vital factor predicted to 

restrict the growth of the conventional IRPs market in the near future. However, for a consumer, what matters 

is the performance of the product and not the material it is made of.   

The global market for IRPs can be divided on the basis of geography into North America, Asia Pacific, Europe, 

and the Rest of the World. North America and Europe are expected to witness substantial growth throughout 

the next decade. The significant contribution from the U.S., which is considered as the biggest market for 

mechanical rubber goods is considered a primary factor to encourage the growth of the North America IRPs in 

the next few years. On the other hand, Asia Pacific holds immense growth potential for the players operating in 

the IRPs market. The rising demand for these products from India, Japan, Malaysia, and China is expected to 

fuel the growth of the market in the coming years. Furthermore, the Middle East is poised to witness 

progressive growth throughout the forecast period. Asia Pacific, not the West, is the leading producer as well as 

consumer of ARCs. Annual growth of the global auto industry is around 2.5% to 3% and the value of ARCs 

(excluding tyres) is estimated at over 50 billion USD and 0.2% of this market is 100 million USD which can be 

an achievable target for Sri Lanka. It is a reasonable and not so over ambitious target that could be achieved by 

Sri Lankan manufacturers if a concerted effort is taken. 

The global market for automotive hoses alone was 9.25 billion USD in 2015 which will become 11.36 billion 

USD by 2020 according to some market studies (Technavio10).  

 

Box 2: Market for Automotive Rubber Hoses 

Rubber hoses are used mainly in the vehicle engine, fuel system, brake system, power 

steering system and air conditioning system. With growing affluence in the Asia Pacific 

region, demand for high performance vehicles is on the rise. This requires high 

performance engines which require high heat-resistant and durable hoses, specialty 

hoses. On the other hand, demand for hoses could marginally decline with increased use 

of electric vehicles and engine downsizing. (Sharade Matade, RA V32-I1, p84-86) 

                                                             
10 Analyst for Automotive Practice 
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No reliable and authoritative data is available on production and export of ARCs by Sri Lankan producers at 

present although a number of SMEs supply the local replacement market. A few medium sized firms produce a 

limited number of ARCs for export but the numbers are not disclosed. However, a large volume of ARCs are 

imported every year to service the replacement market. In 2014, Sri Lanka imported rubber products of all 

types worth over 120 million USD. Some are renowned branded products that are difficult to substitute but 

most others could be made locally. Figure 3 shows some of the ARCs marketed.  

Figure 3: Examples of Automotive Components 

Components in a car Components in a truck 

  
Assorted Components A boot cover 

  
Valve seals Assorted boots cut outs 

  
Gasket Profiles 

 
 

 

 

 



  

  

Rubber in Sri Lanka DC02 July 2017 

PwC   15 
 

4.2. Market Possibilities - Medical rubber products (MRPs) 

MRPs are used in various medical applications including pharmaceutical products. Some are listed in Table 4. 

Anaesthesiology, cardiac rhythm management, urology, gynaecology, ophthalmology, orthopaedics, respiratory 

care, dental, neuromodulation, medical devices, laparoscopy and robotic surgery are some of the areas of use.  

The size of the market for MRPs is not available although global disposal latex glove market is estimated at 5 

billion USD in 2017. The global market for condoms is forecast to reach 48.5 billion units, worth 8 billion USD 

by 2022. Catheter market is estimated at above 20 billion USD and expected to exceed 40 billion USD by 2020. 

The accuracy of these figures, however, is not assured but provides sufficient indicators. A market study may 

reveal the structure and size of the MRP market.  

Interestingly, the medical polymers market (plastics) that feed medical rubber products industry is expected to 

reach 17 billion USD by 2020. These can be converted into various medical products such as tubing, implants 

and syringes. This suggests that medical device producers need to consider alternative raw material uses to 

remain competitive. Rubber is not the only material that can be used and therefore natural rubber will not offer 

a unique competitive advantage.       

However, Sri Lanka possesses a unique strength in relation to manufacture of MRPs and that is the easy access 

to an ideal raw rubber for MRPs, i.e. Lankaprene. It is the purest form of light coloured natural rubber available 

in the market which is produced in Latex Crepe factories mostly owned by Regional Plantation Companies 

(RPCs). In early 2000’s, RPC rubber producers, with EDB support and USAID technical assistance, took action 

to re-position Latex Crepe under the brand name “Lankaprene” with a Technical Data Sheet to prove its 
superiority. Under this initiative, a promotional campaign was done in the US. The objective was to attract 

foreign investments in the manufacture of MRPs as joint ventures with RPCs. This initiative of “Lankaprene”, if 
revived, could offer a unique strength that can be converted to a distinctive competitive advantage of Sri Lankan 

manufacturers of rubber products.     

 

Table 4: Medical Rubber Products (MRPs) 

Range of Products Process Technology Testing and 

Certification  

Valves, seals, gas caps, rubber thread, 

rubber cap for laboratory ware, 

Equipment seals & valves, Blood gas 

analyzer seals, Oxygen Concentrator 

seals and O-ring used in injection 

syringe 

 Machinery 

Grinders, attrition mills, 

compounding equipment, 

dipping machines, latex 

extrusion machines, 

drying/curing ovens, 

stripping machines, 

washing, 

flocking/chlorination 

machines, sterilization 

facilities 

 Raw materials 

Natural and synthetic 

rubbers and alternatives 

 Standards 

Internationally/ nationally 

accepted standards, 

Product specific standards, 

Customer specific 

standards 

 Laboratory 

facilities 

Testing to be done in 

internationally accredited 

laboratories  

 Test Equipment 

For testing and 

Surgical Tubing, Catheters, Syringes,  

Anaesthesia re-breathing bags, 

sphygmomanometer 

rubbers, bulbs, bladders, balloons and 

dental dams 

Prosthetic cones (sleeves) for the 

manufacturing of prosthetic limbs 
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Dip moulded products used in training 

devices for physical examination, 

procedural and emergency skills, 

anatomical models and pleasure 

devices, highly realistic training 

manikins and airway management 

devices 

such as poly-isoprene latex, 

(isoprene latex) and poly-

chloroprene latex. 

vulcanizing ingredients, 

fillers, pigments  

certification to meet above 

standards 

 Materials 

FDA compliant and USP 

class six certified materials, 

for cleanliness and non-

toxicity, for use in 

pharmaceutical 

manufacturing, diagnostic 

and surgical instruments 

and other non-implantable 

medical devices. [In the US 

the FDA oversees quality 

control for the medical 

device industry.] 

Seals, caps, stops, closures, and 

containers (used in the medical and 

pharmaceutical sector to protect the 

product contents against external 

environment contaminants) 

Waterproof plaster cast covers – used 

when swimming.  

Latex gloves and Condoms 

Remarks: this list is not exhaustive in identifying products, machinery and materials required.  

 

The Box 3 demonstrates the steps involved in bringing a product to the market, even after the customer agrees 

to buy the product.  

Box 3: Complexity of Producing of a Medical Rubber Product 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Following steps are involved in medical rubber product development, from prototype to commercial 
production: 

 Detailed drawing and specifications received from OEM medical device manufacturer 

 Moulds designed to produce the product 

 Prototype master created from CAD data 

 Prototype castings arranged from master 

 Prototype products produced for initial customer testing and approval 

 Clinical trials for validation were held 

 Progression to Production Levels 

 Detailed product specification was agreed 

 Manufacturing process was designed and documented in detail 

 Batch records were designed, in consultation with the customer, to keep detailed records of 
each stage of the process 

 Batch Release reports were designed to include agreed criteria for final inspection 

 Production moulds purchased 

 Early phase production commenced 

 Progression to production levels of required units per week 

 Product subject to in-process and final inspection and certification 

 Product packaged and dispatched with Certificate of Conformity 

 Customer Service / Communication 

 Partnership approach throughout development of product 

 Regular meetings and communication during production and delivery 
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Complexities to be managed 

The steps necessary to make a MRP depicts the complex nature of operations involved. Unless an entrepreneur 

and/or the specific firm are competent and capable of executing these steps effectively and consistently, 

embarking on such ventures will be risky. Competing with established suppliers of such devices will be tough 

unless the product offered has definite advantages that may come from performance, price and reliability of 

supply.  

Manufacturing and marketing a MRP is a very challenging task especially as a supplier to an OEM. Even the 

retail or replacement market is not easy to access as standards are high and failures can cause much damage. 

MRP marketers become liable for damages due to any manufacturing defect found. See Box 4 to understand a 

serious challenge faced by latex based medical device manufacturers.    

Box 4: Latex Litigation 

 

   

 

 

 

 

 

 

MRP manufacturing in the world continuously evolve to meet market demands and ever changing needs owing 

to the rapid innovations introduced in the medical field. Such changes can be advantageous to an innovative 

and risk taking entrepreneur. On the other hand, high risk takers are aiming at higher profits.  

Are the Sri Lankan rubber SMEs in general capable of foraying in to this domain with or without government 

support? This is a difficult question to answer. Available evidence suggests that even the few successful 

medium-sized firms too need some degree of support, especially in marketing and technology. Even with such 

support, some may not make the mark due to various internal reasons. Given the limited resources, picking 

potential winners may be a sound option at the outset. Other players can join as the project progresses.           

Another important matter to be considered is the product focus. The study revealed that the scope of MRPs 

could be expanded to include exercise aids and sports goods that are already being manufactured by a few Sri 

Lankan medium sized firms. Some of them have captured export markets and wish to expand market share as 

their current growth is not significant. However, individual attempts by them have not produced satisfactory 

results because of the nature of competition that prevails especially coming from large scale low-cost producers.  

 

 

 

 

 

 

In the1980s, latex medical glove (exam and surgical) manufacturers experienced a boom time 
due to increased demand caused by HIV/AIDS. In the 1990s, the FDA received more than 1,700 

reports of severe allergic reactions, including 16 deaths, related to medical devices containing 
natural rubber latex. The deaths all occurred in 1989 among children with spina bifida. They 

were caused by a reaction to latex cuffs used on the tip of barium enema catheters. The 
manufacturer voluntarily recalled all the enema tips on the market and started using tips with 
silicone cuffs instead. Allergic reactions to a wide range of medical devices that contain latex 

have been reported, including latex surgical gloves, adhesive bandages, intravenous catheters, 
and anesthesia equipment.  In one case, a jury awarded a radiologist $1 million for doctors’ bills 
and damages in her lawsuit against glove manufacturer Smith & Nephew of England.      (Refer 

http://www.gelmans.com/PracticeAreas/LatexLitigation) 
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Figure 4: Examples of Medical Rubber Products11 made from Pure Natural Rubber12 

Hot water bottles Breast pump Invalid air ring 

   

Enema syringes Airway tube Tourniquet Douche tubes 

   

Surgical laboratory tubing Atomizer bulbs Catheter tube 

   

Chloroform bellows Rectal, colon tubes Douche tubes 

   

Vaginal douche spray Stomach tube Corrugated drainage sheet 

   

Assorted Items Pharmaceutical products Ice bags 

  

 

 

                                                             
11 Refer to www.narang.com 
12 Lankaprene which is considered the purest form of NR is an ideal material for such medical products. 
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4.3. Value chain gaps, constraints and obstacles 

Previous industry surveys13 have revealed that different sized firms are facing different constraints and also the 

same constraint would have impact of different magnitudes on individual performance. In general most SMEs 

consider constraints with regards to market access and technological competencies as the most critical. Other 

challenges such as establishing new enterprises, globalization, financial constraints, high labour turnover, low 

motivation among employees, lack of human capital building also seem to cause difficulties.  

Since none of the Sri Lankan SMEs export ARCs and MRPs in significant volumes, exact constraints that 

restrict the export growth of these products are not easily identified. However, discussions with potential 

producers revealed some useful insights. Specific problems particular to ARCs and MRPs appear to be related 

to (a) marketing, (b) technology, (c) HR development, (d) procurement, (e) cost of utilities, (f) environment and 

infrastructure and (g) trade/policy environment.   

In the above context, the constraints highlighted below in table 5 are the problems that would possibly be 

encountered by players in an expanding sector of ARCs and MRPs. In general, however, most of the issues 

raised are also faced by other rubber products manufacturers in Sri Lanka irrespective of the size of the firm. 

Stronger competitive firms have developed their own responses while adapting to the local competitive context. 

The following sections, therefore, discuss current issues as well as anticipated issues. 

 

Table 5: Value Chain Gaps, Causes and Solutions Proposed 

 Value Chain Gaps or Constraints Causes Solution proposed 

1 Raw material supplies 

 Raw material suppliers to the rubber products industry are mainly classified into three sub-groups: 

rubber, filler, and chemicals. Suppliers play an important role in the supply chain of the manufacturer 

as raw material costs can account for about 60% of the total costs incurred in manufacturing. Raw 

rubber suppliers can be further segmented into two types: natural and synthetic rubber suppliers. Sri 

Lanka has imported nearly 78,000 MT of NR in 2016 whereas the national rubber production came 

down to 79,000 MT from its peak of 158,000 MT in 2012 (RDD data). This compels manufacturers to 

import NR from other producing countries.   

1.1 NR (dry types): Declining raw rubber production 

in Sri Lanka creates shortages of rubber 

frequently. While BOI companies can import NR 

freely, non BOI companies which consume 

considerable volumes of rubber, mostly MS 

firms, have to pay a higher duty at the customs 

which affects their competitiveness. Especially, 

competing with imported rubber products on 

price is difficult when overseas manufacturers 

can obtain their raw rubber at a lesser cost.   

Custom made dry rubber compounds are not 

readily available compared to competing 

countries. MS companies have overcome this 

issue by installing in house compounding 

equipment although economies of scale cannot 

be achieved easily. Spare capacity in 

Fluctuating and 

declining local rubber 

production. 

Reliable suppliers of 

quality manufactured 

compounds are rare.   

In house production of 

compounds is too costly 

unless usage volumes 

are large.  

 

Expand raw rubber 

production through 

special programs.  

Expand and improve 

IDB/RPDSC operations 

(refer Master Plan).  

Develop a reliable 

network of local 

compounding units.  

Some collaborative 

steps to optimize the 

use of spare 

compounding capacity 

Abolish customs duty 

on raw materials used 

for import substitutions 

                                                             
13 Sri Lanka Rubber Industry Cluster Business Plan 2011-2020 Working paper Series No.1 (ADB-CCED TA); Sri Lanka 
Rubber Industry Master Plan 2016-2025 (ADB TA) 
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compounding lines in many plants exists.    like rubber products. 

Backward integration to 

rubber growing by large 

companies.  

1.2 NR (latex): Latex Concentrate (LC) supply is 

erratic. Frequent shortages and high price 

fluctuations affect production planning and 

delivery.  

Quality of latex is subject to variation.  

 

Latex production is 

weather dependent and 

local manufacturers are 

unable to maintain 

buffer stocks. 

Latex quality 

management (LQM) 

systems across the latex 

value chain are not 

practiced.  

A central buffer stock of 

LC financed jointly by 

consumers and 

producers with 

government 

underwriting.   

RRISL to implement a 

LQM system 

 

1.3 SR: need to import all types of SR in advance 

creating high inventory costs. Since SME 

requirement is relatively small, bulk supply 

advantages are not realized.  

Sri Lanka is not a 

producer of petroleum 

and hence no SR 

production is possible.  

Joint procurement 

1.4 Chemicals and fillers (basic needs: Sulphur, Carbon black, Silica, Clay 

(refined), accelerators, anti-degradants, waxes, process oils, etc.) 

 

 Although all types of chemicals can be procured 

from overseas through local suppliers, since 

requirement is relatively small, bulk supply 

advantages are not realized. 

Batch to batch inconsistency affects product 

quality. 

Fillers such as Calcium Carbonate and Kaolin are 

processed in Sri Lanka but need quality 

improvements.   

Relatively small size of 

the firms and monthly 

outputs of products.  

No SME is willing to 

increase inventory 

costs.  

Small volumes when 

imported from diverse 

suppliers based on 

price/cost 

consideration, quality 

takes a back seat. 

Manufacturing of local 

fillers need process 

improvements as 

industry is advancing 

due to competition.  

Cluster-wide joint 

procurement as 

envisaged in Rubber 

Industry Park (refer 

SLRMP, Project No. 

Pg4/Pj02) 

 

Mineral filler industry 

to be revitalized.  

2 Intermediate goods 

2.1 Moulds and dies: Manufacture of consistent 

quality rubber parts for global market requires 

high quality moulds and dies (M&D). Costs of 

M&D available are high and supply is always 

delayed. Protection of IPR is also a concern as 

M&Ds can be copied by competitors.    

Insufficient M&D 

making capacity. 

Skills are limited to 

fully utilize CNC 

CAD/CAM 

Improve M&D making 

capacity with enhanced 

design capabilities. 

Train more skilled 

technicians 
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There are M&D making centers established at 

University of Moratuwa and Ekala National 

Engineering Research and Development Centre 

(NERD) centre which serves the industry. 

However, these two units cannot fulfil private 

sector needs. 

Other goods:  

Rubber Compounds, steel wire, nylon cords, 

fabrics and adhesives are also important as 

intermediate goods. Except rubber compounds, 

other goods are imported at a higher cost.     

technologies.  

Metals delivery is time 

consuming as supplies 

come from overseas.  

M&D makers prefer to 

serve the plastics 

industry which requires 

highly sophisticated 

M&Ds which is more 

profitable.  

Arrangement to hold 

special M&D metals in 

stock. 

Invite foreign investors 

to make M&Ds in Sri 

Lanka. 

Study the M&D making 

facilities at University 

of Moratuwa and NERD 

to revitalize.  

2.2 Packaging materials 

 In delivering high quality products, packaging is 

very crucial. Most manufacturers obtain packing 

materials but the problem is interrupted supplies 

due to local problems. Many manufacturers for 

exports have resorted to overseas procurement. 

SMEs are unable to do so due to order size.  

Deliveries in wooden pallets are affected due to 

shortage of certified treated wooden materials.   

Local packing material 

producers use obsolete 

technologies and suffer 

from localized 

production problems.  

Shortage of soft-wood 

in the country caused by 

consuming of fuel wood 

by industries  

Difficulty in obtaining 

certification after 

treatment.  

Upgrade the packaging 

industry.  

 

 

Find alternative 

packing materials.  

2.3 Engineering services 

 Rubber industry uses many items of power 

driven machinery which are very sophisticated 

and expensive. Preventive maintenance and 

repairs need the services of professional 

engineers and supply of spares is important. 

Engineering services is a very important 

supporting industry. 

Delays in repairs causes down time and affects 

delivery schedules while idle cost reduces 

incomes.  

Quality of services is mostly not up to the 

expected standard. Skilled personnel such as 

Electricians and Mechanics are in short supply.  

Spare parts are not readily available. Need to be 

imported or fabricated  

Generators, air compressors and boilers are 

imported and reliable brands are expensive.   

This is a major issue and medium and large firms 

have developed their in house facilities which add 

Local engineering 

services 

(mechanical/electrical) 

sector is weak. 

Many rubber product 

manufacturing factories 

uses nearly obsolete 

equipment needing 

frequent repairs.  

Spare parts cannot be 

stocked by retailers as 

sales will be infrequent. 

Some spares are not 

available as equipment 

is outdated.  

  

Sri Lanka Association of 

Manufacturers and 

Exporters of Rubber 

Products (SLAMERP) 

to conduct a study on 

the state of process 

technology and make 

recommendations.  

It will be necessary to 

overhaul and refurbish 

some of the 

manufacturing plants.   

Train engineers in 

machinery suppliers’ 
factories to maintain 

and repair.  

Plastics and Rubber 

Institute of Sri Lanka 

(PRISL) to work with 

the UOM to train and 
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to the product cost.  certify technicians for 

industry.  

 

 

3 Manufacturing 

 Manufacturers face several risks including operational, financial, legal and political risks. Smooth flow 

of manufacturing process can be interrupted by (a) input material shortages, (b) labour shortages, (c) 

power/water supply problems, (d) machinery breakdowns, ( e) labour issues, (f)  lack of storage for 

finished products due to non-moving of stocks, (g) lack of orders, (h) quality problems and higher 

rejects, (i) effluent/waste discharge problems, (j) social issues. Most of these issues are complicated 

due to managerial incompetence.  

Most manufacturers usually get their raw material supplies from overseas. In addition, logistics issues 

can disrupt raw material supplies to manufacturers. Successful manufacturers 14  practice the lean 

management principle in their manufacturing process, where the companies tend to emphasize 

increased focus on high-quality production by cutting down on waste at each possible step. 

 Most Sri Lankan manufacturers still 

resort to age old technologies and 

manufacturing practices.  

Factories are not custom built to suit a 

particular product but gradually adapted 

to new needs which causes the processes 

inefficient and costly with higher rate of 

rejects. 

Factories are not automated adequately 

requiring high labour inputs. Labour 

productivity too is low.  

Frequent power interruptions cause 

serious production interruptions.  

   

Lack of exposure and 

knowledge about modern 

methods. 

Lack of will to change and 

expand.  

Lack of investments.  

Lack of skilled and competent 

manpower including 

supervisors and middle 

managers. Attracting young 

engineers and graduates is 

difficult as rubber is considered 

a 3D (dirty, dangerous and 

difficult) industry. 

Benchmarking world 

best practices. Use 

expatriate experts to 

provide inputs.  

Automation to be 

promoted with financial 

incentives.  

Short programs to train 

managers and 

supervisors in process 

automation, lean 

management and 

relevant International 

Standard Organization 

systems.  

Government to address 

power interruption 

issue.  

4 Utilities   

 Water (process water and potable water): 

frequent shortages of water in industrial 

zones as well as individual premises.  

Electricity: comparatively high cost and 

supply interruptions 

Fuels : comparatively high cost 

Lubricants: high cost 

Initial planning has not 

accommodated expansions. 

Climate changes have made 

erratic rainfall.  

CEB generation issues 

All fuels and lubricants are 

imported. 

Dwindling forest cover and 

Introduce water reuse 

and recycling (refer 

SLRMP water project)  

Government of Sri 

Lanka to work with 

CEB to implement 

effective plans. 

Incentivize fuel wood 

                                                             
14 As the author witnessed at a MS company who is very keen and preparing to enter ARCs and MRPs export market. 
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Solid fuel (wood): declining supplies and 

increasing costs.  

limited commercial farming of 

fuel wood.  

plantations  

5 Marketing and sales 

 Ideal market for ARCs and MRPs is OEMs. OEMs have an approved list of manufacturers from whom 

they source products and other components. The approval process carried out by OEMs is 

comprehensive and has defined and prescribed standards. Manufacturers are required to cater to all 

these conditions to qualify as an approved vendor for the OEMs. The vendor approval process tests 

manufacturers on a variety of parameters, including quality of products, packaging standards, and on-

time delivery. They also examine suppliers’ internal procedures including all sustainability standards, 

CSR and social accountability.  

 Information about markets is 

not readily available in public 

domains. 

Manufacturers have rarely met 

OEM manufacturers or 

consumers. They may have met 

distributors.   

Market opportunities are lost 

due to poor communication.  

Poor promotional efforts 

including communication 

methods (poor quality 

websites, flyers etc.) 

Response to market inquiries 

is slow, almost being non-

responsive.   

Very few companies have their 

own distribution channels 

which are expensive to 

establish. Most of the 

successful Sri Lankan large 

companies have some stake in 

at least a few distributing firms 

in the West.   

 

Market intelligence is very 

costly. For example, a market 

report on rubber products 

would cost over USD 20000.  

Market research is not widely 

practiced. 

Only a few large companies 

have ventured overseas to 

establish distribution networks 

with access to retailers. 

After sales services are not 

regularized with presence in 

respective markets.   

Communication skills and 

competencies are poor. 

Prototyping facilities are not 

available. 

Methods employed in product 

design are not modern and 

efficient.   

Make available Market Research 

reports and disseminate 

information to local firms at 

subsidized prices.  

Sri Lanka Rubber Secretariat to 

establish a reference library and 

subscribe to international 

organizations to receive current 

publications to be shared among 

local firms.  

With the assistance of relevant 

government institutions, EDB to 

organize personalized visits and 

B2B meetings with OEM 

consumers overseas.  

Establish a JV rubber products 

marketing company with branches 

in the US, EC and China.  

Promote Sri Lanka brand for 

rubber products. (refer SLRMP 

Pg04/Pj01) 

A central product prototyping 

center to be established. Finite 

Element Analysis Simulation 

Center (FEASC) to be set up as a 

SLRMP project can be accessed by 

SMEs.  

6 After-sales service 

 Except for accepting goods rejected by overseas buyers, SMEs do not engage in after sales services at 

present which is not a common practice associated with marketing rubber products. This is because of 

the type of products they offer at present are commodity types. Performance is guaranteed through 

meeting agreed product specifications.  

Although no after sales service is practiced, settlement of quality claims is widely practiced. During this 

process, some element of after sales service is adapted to satisfy customers. SMEs, when expand into 

sophisticated areas, will have to face this issue and it would be beneficial to train and prepare them to 
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face a quality claim managing risks involved. This is an important area for capacity building.    

7 Technology 

  Manufacturing technology provides all essential tools that enable a manufacturer to produce a 

marketable good. Technology include the kind of process machinery and equipment to be used, how 

those equipment is used, the type of materials and chemicals used in specific quantities, process 

control systems used, the degree of automation, quality management systems adopted, standards that 

are followed, innovations introduced based on R&D or acquisition of new technologies, all kinds of 

productivity enhancements, implementation of sustainability measures, use of ICT tools such as 

CAD/CAM, FEA, new software and control systems, and the level of HR competencies available within 

the organization.  

 In general, considering the 

conversion and value added per 

metric ton of rubber, and also 

market shares in many rubber 

products segments other than solid 

tires and gloves, the level of 

technologies adapted appears to be 

average and not world class. This 

leads to a lower level of 

competitiveness. 

Environment issues are rampant in 

the rubber industry due to non-

availability or practice of novel 

technologies relevant to treatment 

of waste.   

Proficient technologists including 

young graduates are not attracted 

by the industry. 

Absence of cutting edge technical 

knowhow, technological 

obsolescence has set in.  

Absence of an internationally 

recognized accredited testing and 

certification facility for high end 

analytical testing compels 

manufacturers to send samples 

overseas for certification at an 

excessive cost 

Lack of awareness of 

advanced technologies 

Advanced technologies are 

expensive at the outset  

Poor R&D efforts specially in 

process engineering 

Under funded under staffed 

state sector research 

institutes (RRISL, ITI, 

RPDSC) 

University Industry 

partnerships are very limited 

Private sector collaboration in 

R&D is not practiced.  

In general, R&D efforts are 

not supported due to financial 

constraints. 

Setting up accredited 

laboratories involves a 

complex long drawn process. 

Customers sometimes do not 

accept local certification.   

Create a Technology 

Development and Adaptation 

Fund to support collaborative 

projects. 

Implement Rubber Industry 

Technology Consortium 

(RITC). Refer SLRMP 

Pg07/Pj01.    

Expedite the setting up of 

Finite Element Analysis 

Simulation Centre (FEASC) as 

a PPP. 

Tax incentives for R&D, testing 

laboratories, process 

automation and technological 

improvements.  

Promote collaboration with 

foreign research institutes, 

universities and training 

institutes. 

Establish an internationally 

recognized testing and 

certification laboratory either 

by (i) developing the capacity 

of a suitable local institute or, 

(ii) by inviting a qualified 

foreign institute to set up a 

laboratory.  

8 Logistics 

 Global customers, especially the OEM, increasingly demand full transparency to their orders and 

inventory through the entire life-cycle of raw-material to finish-goods to sale which means full sight of 

each order and its associated item level detail at all times in real time. This is not easy given that many 

logistics service providers must serve customers with operations that are spread out across the globe. 

High quality rubber products manufacturers source materials from different global sources and 

managing their supply chains efficiently is a big challenge when customers tend to shorten their 
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delivery times.  

There are many established Sri Lankan logistics companies which provide services to the industry and 

they are well equipped with required vehicles, equipment and ICT solutions.  

At present the SMEs do not see logistics and supply chain management as a problem as they have other 

more important issues to deal with. However, when industry expand and begin to serve sophisticated 

markets with higher volumes, logistical problems will become prominent. Therefore, it is prudent to 

prepare SMEs to manage their supply chains more efficiently through creating awareness and training.   

9 Procurement 

 SMEs do not enjoy bulk purchase advantages and pay a slightly higher price for many inputs. This can 

be addressed through a Joint Procurement program. Items like synthetic rubber, chemicals and fillers 

etc. can be procured in bulk and shared among participants. This must be managed according to 

private sector principles. However, this was proposed in the year 2000 as an initiative of the Rubber 

Cluster but progress was minimal probably due to organizational preferences. At that time, 

participants were large companies. We cannot predict how this will work with SMEs and believe that 

some level of state support at the initial stages will be required.  

10 Human capital 

 Shortage of 

qualified middle 

managers and 

technologists 

Shortage of skilled 

technicians 

(electricians, 

mechanics and 

mill operators) 

Severe labour 

shortage in 

factories 

Research institutes 

cannot retain 

qualified and 

experiences 

technologists/scie

ntists. 

Rubber manufacturing is considered a 

3D industry.  

Lesser numbers of women are 

employed in rubber products 

manufacturing except in latex based 

industries.  

There is a general shortage of factory 

workers in the country as many young 

school levers opt to do urban jobs such 

as 3 wheeler driving (which is known 

as 3W Syndrome). 

Remuneration and perquisites at 

under-funded state institutions are 

relatively poor. 

Wages offered by SMEs are relatively 

low and jobs unstable.   

Improve the health and safety aspects 

of rubber products manufacturing.  

Explore the possibilities of automation 

of production and attract women 

workers.  

Upgrade state research institutions and 

provide adequate funds and revise 

salary scales to be competitive. 

Offer CPD opportunities to the entire 

workforce, especially for women 

professionals at middle and 

supervisory levels. 

Provide housing construction support 

for firms which construct 

accommodation to workers.  

11 Infrastructure   

 Productivity at firm level is driven by the quality of infrastructure available. Constraints in 

infrastructure could limit activities of firms. For example, if water supplies are inadequate in a given 

location, the factory may not expand production although more orders can be obtained. Example is 

Lalan Rubbers Glove Plant in Seethawaka EPZ. Power supply is another issue as rubber products 

manufacturing is a heavy energy user. If the factory is located in a zone, many ancillary facilities 

become part of infrastructure. Telecommunication and ICT facilities are crucial in modern times. Many 

SMEs have issues with infrastructure. 

For an SME, obtaining a suitable piece of land to set up a factory is extremely difficult. For example, a 

MS firm which acquired a 50 acre land in 2004 to set up its state-of-the-art manufacturing plant had to 
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wait for 12 long years to occupy the part of it leaving 5 acres to encroachers. The firm may have lost a 

lucrative market and the country would have lost millions in foreign exchange.    

Common industry infrastructure like central laboratories and certification institutes, treatment 

facilities and industrial parks help industries to reduce costs and become efficient. Example is the 

Gamma Irradiation Centre promoted by the Rubber Cluster since the year 2000. It was commissioned 

in 2014 and utilized fully by Surgical Glove manufacturers.  

SLRMP includes a project to establish a dedicated industrial park for rubber projects namely the 

Rubber City (Pg04/Pj02) which is described below.  

This project will establish a custom designed rubber industrial park with 4 zones in a suitable 

location within the Western Province Megapolis region. The extent required is a minimum of 

100 hectares. Zone A will be allocated to large/medium industries based on dry rubber. Zone 

B will be for latex based industries. Zone C will cater to SME types and house incubators, 

innovation systems, common testing and R&D facilities, HR services including training, 

Engineering services with central workshops etc. A Zone D will be for related and supporting 

industries and services suppliers such as chemical suppliers and mould makers. Recycling of 

rubber materials will be done in a special location. The Park will be built by either by the BOI 

or MI&C and the management will be assigned to a special purpose PPP. 

12 Policy environment 

 Policy of the government relevant to the rubber sector is very clearly stated in the SLRMP. The Master 

Plan is considered the key policy document relevant to the rubber industry. (Refer sub section 3.7 of 

section 3.0 of SLRMP). The key stones identified are (a) PPPs to manage critical investments and (b) 

more effective industry institutional collaboration to develop marketing, technological and human 

competencies. Rubber industry engine is fuelled mainly by technological innovations, competencies of 

its workforce and sparks of entrepreneurship which highlights where the major policy drivers need to 

focus. SLRMP has enumerated all policy improvements required.  

13 Taxation and tariff 

 High import levies on raw rubber is an issue with non BOI companies, mostly SMEs. Shortage of 

rubber in the local market compels to manufacturers to import rubber. Although the government is 

taking steps to increase production by developing smallholdings in Moneragala and Ampara, there will 

be no immediate impact on supply situations. Exporting companies need to be provided with relief on 

import levies. 

14 Trade Agreements, unfair trade practices, antidumping laws 

 Some SMEs in the rubber sector fears possible negative repercussions of trade agreements that are 

being negotiated. The recent unfair trade practice/anti-dumping ruling on OTR tires from Sri Lanka by 

the US is another concern. This is an area which needs careful analysis and preemptive action.     

15 Environment sustainability 

 In general most manufacturing 

organizations respect 

environmental and social norms. 

Still there is room for 

improvement.  

Uncontrolled emission of Volatile 

Organic Compound (VOC) and 

 Many manufacturers are not 

aware of bio-hazards of 

process materials.   

 Effective measures to prevent 

environmental pollution are 

not known to many 

manufacturers. 

Combination of relevant 

measures including judicious 

treatment of chemicals, proper 

transportation and storage, use 

of automatic dispensing 

methods, minimize use of 

hazardous chemicals, using 
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particulate matter from 

production units 

Improper disposal of solid waste 

and wastewater contaminates the 

environment and lead to social 

harm and unrest.  

Unsatisfactory Health and Safety 

standards within some factories 

affect the health of workers. Safety 

culture is not prevalent among 

most workers. This affects the 

labour productivity, turnover and 

turnout.   

 

 Weak dissemination of 

technological information 

 Global best technological 

practices are not known  

 Poor enforcement by 

regulatory agencies 

 Initial high cost of setting up 

of treatment processes 

"Just in Time" concept, 

compliance with protocols, 

proper wastewater management 

(3R), replacement of oil with 

grease, undertaking periodic 

maintenance, pre-treatment of 

wastewater to remove oil, 

effective handling of spent 

solvents, 

suitable disposal of waste 

rubber and materials. 

A strong industry-wide 

awareness and training 

program to be implemented.  
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5. Capacity Building of Rubber SMEs 

to Face Challenges Envisaged 

5.1. Need for expanding current capacity and capabilities 

The objective of capacity building is to create operating capabilities of company (here SME) needs for the 

future.  It involves planned development of or increase in relevant knowledge, aptitudes, managerial skills and 

other critical capabilities which are required to produce specific goods and capture and sustain market shares 

competitively.  This can be achieved through provision of infrastructure, access to resources and, training and 

exposure relevant to best practices adopted in the creation of value.      

Producing ARCs and MRPs for global markets competitively require world class capabilities. Once established, 

SMEs must stand on their own feet without government support. As explained in earlier sections, SMEs at 

present do not play a significant role in exporting rubber products from Sri Lanka, with very few medium sized 

firms exporting mostly generic rubber products, albeit in small volumes. Few SMEs show signs of “export-

readiness” with developed competitive advantages, managerial competencies and adequate financial strengths. 
Some are trying to catch up as potential exporters but others are not ready or not even interested in export 

marketing. All available evidence suggests that SMEs are weak in export competitiveness.   

This is due to their lack of capacity and capability to take risks, expand and grow competitively. Technological 

capabilities, marketing skills and common infrastructure are the main obstacles. In relation to ARCs and MRPs 

state interventions are critical. Some of them seem to possess internal capabilities to support growth but certain 

capacity constraints retard their growth. Those who have capacity need to develop relevant capabilities. 

Enhancement of capabilities and capacity building are therefore important pre-conditions in promoting ARCs 

and MRPs among SMEs because both product lines need high technological sophistication, greater efficiency 

and persevering efforts in managing all aspects of value chain activities. Producers of ARCs and MRPs must link 

up with Global Value Chains (GVCs) to capture markets of OEMs and replacement.      

It is true that participation in GVCs can bring stability to SMEs and allow them to increase productivity and to 

expand their business. This is often accomplished by the upgrading of their technological and human capital 

which results in their greater exposure and facilitated access to information, new business practices and more 

advanced technologies. Collaboration with a network of upstream and downstream partners can enhance a 

firm’s status, information flows and learning possibilities and increases the chances of success in the value 

chain. However, integrating with GVCs is not an automatic process but a big change process fraught with tough 

challenges.  

An example to emulate 

The government needs to be mindful of all the above factors when promoting the manufacture of products for 

export as the piece meal approach currently practiced will never produce desired results. A holistic approach is 

necessary to take the rubber products manufacturing industry through the next growth cycle.  

Such an approach is seen in the Malaysian Industrial Master Plan (refer IMP 3, 2006 – 2020) which is passing 

through its stage 3. Sri Lanka has prepared its own master plan for rubber industry (SLRMP 1, 2016-2025) 

which is being supported by the government as well as the private sector. The master plan has addressed the 

entire gamut of rubber value chain issues beginning from rubber farming. Special projects have been identified 

to strengthen SMEs. It has recognized the rubber products sector as the key driver of the industry. 

Exports of rubber products from Malaysia surpassed 15 billion Malaysian Ringgits (RM) in 2014 and reached 18 

billion RM (4 billion USD) in 2015 which is a growth of 18.6% year-on-year. Exporting to over 190 countries, 

the latex goods remained the largest contributor to Malaysian exports of rubber products, reaching 14.6 billion 
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RM in 2015. An important MRP, catheters alone has given an income of nearly 100 million USD in 2014. Gloves 

earned nearly 3 billion USD in 2015.  

Malaysia was world No. 1 in natural rubber production in the 1970s but today it is in the 5th position. However, 

in rubber consumption, it has reached the 7th largest position in the world and per capita consumption of 

rubber is over 4 times that of Sri Lanka. Malaysia is managing its raw rubber production judiciously and not too 

worried about declining output as value added manufacturing can bring more benefits.  

The government of Malaysia made investments in taking its products to the customer. Through the UK based 

Tun Abdul Razak Research Centre (TARRC) which engages renowned rubber technologists, Malaysian 

manufacturers became very close to customers (see Box 5). An excellent after sales service was provided and 

joint R&D and product development programs were launched.  

Internally, the Rubber Research Institute of Malaysia (RRIM) established a world-class Technology Center in 

Sungei Buloh experiment station to develop the technological capabilities of manufacturers and also to display 

Malaysian rubber products to foreign buyers. Industrial parks were set up to attract foreign investments which 

paved the way for technological spill overs, human resources development and export growth. Many related and 

supporting service industries such as mould making, machinery fabrication and production of chemicals 

flourished. 

Box 5: Support for Technological Capability Development 

 

 

 

 

 

 

 

 

Support for marketing activities is considered a critical success factor for upcoming SMEs. Malaysia provides 

such support in a very aggressive manner. See Box 6 which is self-explanatory. 

Box 6: Marketing Support to SMEs 

 

 

 

 

 

 

 

 

Sri Lanka which aspires to emulate Malaysia and Singapore could learn valuable lessons from these experiences 

that show the potential of rubber products industry to be responsive to planned holistic interventions. 

The Malaysian Rubber Export Promotion Council (MREPC) was incorporated in 2000 to 
undertake the market promotion of quality Malaysian rubber and rubber products in world 
markets, particularly in support of the small and medium enterprises (SMEs). It has a center 
in Washington DC to provide information on quality Malaysian rubber and rubber products 
for the American public and end-users and to deal with American concerns in respect of latex 
products, particularly latex gloves, through the dissemination of balanced and accurate 
information. MREPC has branches in China and India to facilitate exports of quality 
Malaysian rubber and rubber products into China and India gives assistance to Malaysian 
companies seeking to grow their business in those countries. This is a fine example of 
Government support to SMEs.  
 

The Tun Abdul Razak Research Centre (TARRC) is the UK based research and promotion 
Centre, a company fully owned by the Malaysian Rubber Board. Its mission is to enhance the 
competitiveness and viability of the Malaysian rubber industries in the global environment 
through focused R&D, effective transfer of technology and quality support services. TARRC’s 
scientific and engineering excellence is focused towards the advancement of the Malaysian 
rubber industry through compounding and processing, materials and product development, 
engineering design, evaluation and testing and production technology. TARRC’s participation in 
international exhibitions, seminars and conferences promotes Malaysian manufacturers as 
leading worldwide suppliers of rubber products and materials. Whilst the main purpose is to 
support the Malaysian rubber industry, the commercial division, Rubber Consultants offers a 
variety of testing and other services. (Source: TARRC official website) 
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5.2. Challenges of changes 

SMEs’ involvement in GVCs usually entails greater demands on their managerial and financial resources, and 
pressures on their ability to upgrade, to innovate and to protect in-house technology. SMEs are limited by their 

inability to undertake R&D activities and training of personnel, and to comply with the growing number of 

compliance requirements of product quality standards demanded by others in the relevant GVC. SMEs are not 

public companies and may not attract large number s of professional managers.  

Insufficient working capital can also be a barrier to SME participation in global value chains, in terms of their 

ability to upgrade technologies and services. Moreover, in order to upgrade its position in the value chain, a 

small firm may need to handle a larger and more complex set of tasks. For example, in addition to 

manufacturing a product, it may involve contributing to the product development, organizing and monitoring a 

network of suppliers, implementing internal systems of quality control and assuring compliance to an 

increasing set of standards, and ensuring delivery and quality at competitive costs. Cash-flow can also be 

affected adversely through delayed payments from international buyers. 

 

5.3. Existing training programs for rubber sector 

Rubber products manufacturers receive training opportunities through government agencies and private sector 

associations. State sector training is offered by (i) RPDSC/IDB and (ii) the RRISL. Further, the MI&C facilitates 

overseas training by sharing the cost of attending programs in reputed institutions. Private sector training is 

well-organized and offered by the Plastics and Rubber Institute of Sri Lanka (PRI). The PRI offers technical 

training for junior, middle and senior level technologists in the industry.  

One important observation made is that not all SMEs utilize these available resources to build up their 

technological capabilities. Most micro level operators do not focus on acquiring new skills while small 

manufactures generally send their staff for training. Almost all Medium sized firms utilize these facilities to 

optimum degree.  

Details are enumerated in Annex 3, “Present Support Mechanisms Available to Rubber Products Manufacturing 
SMEs”. Other than training, these institutions provide other types of services as well that are explained in the 

Annex.  

     

5.4. Implementation status of Rubber Industry Development Master Plan 

Since the public launch of the SLRMP, the government in collaboration with Sri Lanka Society of Rubber 

Industry has taken a number of steps towards its implementation.  

In support of the SLRMP implementation, ADB may consider supplementing the efforts of the government in 

the following ways.   

1. Capacity building of Rubber Secretariat professional staff and project working groups.  

2. Technical Assistance to conduct feasibility studies on priority projects which requires high quality 

expertise.  

3. Implementation support for relevant projects that are in line with ADB’s strategic objectives in the 

country program.  

    

5.5. Challenges to be immediately addressed 

To face such challenges, SMEs need to (i) enhance their capabilities to become and stay competitive while (ii) 

expanding organizational capacities as necessary. This two-pronged approach can be supported in various ways 

by a network of local agencies including private sector institutions. Some requirements pertaining to capacity 

building and capability improvements are given in the table below.  
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Table 6: Capacity Building/Capability Enhancement Matrix 

# Capacity/Capability Needs  and Action Required 

1 Capacity to manage an expanding business 

 Business development services for marketing, product design and manufacture of products, quality 

management, meeting standards applicable, trademark and brand development. 

Establish business incubators where start-ups are given suitable infrastructure, consulting and training 

support during early years (3-5). 

2 Capacity to enter new profitable markets 

 Raising SME awareness of the opportunities for participating in Global Value Chains. Facilitating access 

to accurate information on market opportunities for subcontracting and on potential foreign partners 

through market reports and data bases, trade fairs, exhibitions abroad and electronic trading platforms or 

subcontracting exchanges. Give systematic training to enterprises on establishing contacts with foreign 

buyers. Encouraging SMEs to call in external consultants for the implementation of feasibility studies and 

market research in order to decide on products to be made.  

3 Capacity to Innovate 

 Establish technological incubators where start-ups are given suitable common infrastructure, consulting 

and training support for 3-5 years. 

Supporting training and capacity building via skill development programs so that SMEs can acquire the 

specific technical knowledge required to partner with GVCs. 

Facilitating the technological upgrading of products and processes through providing access to 

information on world best technologies and processes and various financial/fiscal support measures. 

Provide financial support to enterprises to engage in product development within the context of state 

technology centres and incubators. Fund common use of workshops and laboratories for the 

commercialization of new products and processes. Support (by cost sharing) qualified personnel to work 

within enterprises to upgrade technology. 

4 Capacity to protect IP rights 

 Raise awareness about the nature of IP rights and how they benefit SMEs. Facilitate the filing of patents 

by SMEs if they innovate new products or designs. Provide guidance, financial and legal instruments for 

SMEs to acquire or adopt intellectual assets and IP rights developed in universities and research centers. 

Provide SMEs with the legal means to appropriately protect their IP rights in international markets.  

Develop common guidelines for the prevention of unintended outflow of drawings of Metal Moulds or 

Metal Mould Processing Data. Issue Guidelines for transactions in the industry to prevent the 

unauthorized use of IP by companies that use metal moulds. 

5 Capacity to manufacture 

 Manufacturing capacity can be increased with (i) reorganizing plant layouts, (ii) addition of new 

machinery and equipment, (iii) modification to existing equipment, (iii) adoption of better operational 

techniques such as Lean management. These can be achieved through (i) Technical Assistance, (ii) 
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Training and, (iii) Financial support and, (iv) offering Procurement advice.  

6 Capacity to manage quality 

 Facilitating the adoption by SMEs of product quality, process standards and performance standards. 

Providing information and professional training to implement product quality standards required for 

exports. Provide tailor -made consultancies to inform exporters about technical specifications, 

regulations and quality requirements.  

7 Capacity to meet standards and obtain certification 

 Create awareness among SMEs on global standards and certification requirements including processes 

involved. Encourage SME participation in the standard setting processes (Sri Lanka Standards Institute) 

through the provision of information on standardisation and accreditation activities. Conduct audits in 

SMEs to determine baseline status and decide on action required to upgrade.  

8 Capacity to manage environmental issues  

 Educate SMEs on the need for safeguarding environment at the workplace and outside. Train them on 

best practices. Provide financial assistance to adopt modern environment protection practices.  

9 Capacity to manage human resources 

 Conduct workforce surveys (the MI&C has conducted one survey but the results are yet to be released) 

periodically to assess workforce needs and skill needs. Guide and train SMEs in best HR practices.  

10 Capacity to manage supply chains 

 Train SMEs on relevant supply chain management practices. Encourage joint procurement to reduce 

transaction costs.  

11 Capacity to obtain technology 

 Promote the capacity for innovation by local SMEs by providing specialized training in rubber technology, 

basic engineering, microelectronics, photonics, and telecommunications which meets the needs of local 

and foreign enterprises.  

12 Capacity to resolve business disputes 

 Study the adequacy of current dispute resolution procedures between SMEs and large enterprises. 

Improve negotiation skills of SMEs. 

13 Capacity for compliance  

 Analysis of the impact on SMEs of sustainability standards (e.g. environmental, safety, security, health, 

labour, child labour, human rights) required in GVCs and review of good practice policies and programs 

for helping SMEs meet such standards. 

14 Capacity to use ICT for business effectiveness 

 MRPs consumers want to improve product traceability to meet stricter government regulations about 

medical safety.  Subsidize strategic ICT use by SMEs by funding their expenses to adopt EDI systems and 

IC tags (RFID) for traceability in order to allow SMEs to engage in B2B. Provide an easily accessible data 
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base of market reports, regulations, trade fairs and other information on trade and investment.  

[RFID: Radio Frequency Identification Data; EDI: Electronic Data Interchange] 

15 Capacity to connect to GVCs 

 Improve SME participation in GVCs through fostering and strengthening links at local level between 

universities, research institutions, laboratories and SMEs including for example, funding cooperative 

research programs. 

Develop SME Business Coaching Programs to link SMEs with MNEs in GVCs that coach their SME 

partners so that they can better position themselves to meet changing demands. 

Help SMEs to develop their negotiating capacities and skills with MNEs through institutional support 

(awareness building) and training measures where SMEs are coached and mentored in key areas such as 

design and production engineering (MNEs could send in technical teams to advise on upgrading). 

16 Capacity to establish productive linkages 

 Identifying and matching potential partners while ensuring diversification of partners to avoid becoming 

dependent on one partner. 

 

 

5.6.  Training Needs Assessment  

It is important to assess the training needs of SMEs to upgrade their performance to enable them to make 

inroads to export markets. A rapid assessment made in this regard is given in Annex 4: “Training Needs 
Assessment”.   

 

5.7. Summary of Observations  

The value chain study revealed the following. 

1. Role of SMEs in the rubber products manufacturing industry in Sri Lanka is very small in comparison 

with the countries in the region. Considering the support activities provided by the relevant 

government institutions, and the thrust Industry status given to the industry by the government, this 

position cannot be explained. It cannot be peculiar to rubber industry as rubber industries in other 

countries have behaved differently. There appears to be a deficit in SME support strategies, relevant 

policy support and relevant institutional mechanisms.  

2. Medium sized companies are performing a little better but such firms are few in number. Their market 

shares in respective markets are insignificant in global scale. Medium sized firms make incremental 

investments cautiously amidst market uncertainties and technological deficits. The industry has not 

attracted new local entrants with new technologies to serve new markets.   

3. There are no OEMs in Sri Lanka which can create a sophisticated market for rubber products which is 

an essential factor for industry growth. Vehicle assembly plants may create a certain level of demand 

only when the local firms become competitive.  

4. Credit or low cost finance is not the real or main issue faced by SMEs. In fact, some firms specifically 

mentioned that they could source finances provided they have access to new markets, distribution 

channels and relevant technologies. Market intelligence and entrepreneurship is crucial for new 

investments.  
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5. Sri Lankan companies have not captured markets for ARCs or MRPs in significant scale. However, 

given the market size and growth rates, there is considerable potential for growth in the ARCs and 

MRPs subsectors if quality, performance and scale of operations are improved.   

6. Lack of officially released data/information on rubber SMEs is rampant although there are many 

institutions mandated to support the development of these SMEs. Informed decisions are the key to 

efficient resource allocation.  
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6. Recommendations for Next Step 

During the next phase of the current TA which is the preparation of implementation plan, details can be worked 

out in consultation with relevant stakeholders in the industry based on specific solutions recommended under 

value chain gap analysis. This activity can be an integral project of the Rubber Master Plan to utilize resources 

more effectively without duplication of efforts. The policy of the government is to bring all development 

interventions in the rubber industry to be accredited through the master planning process.  

The following recommendation should be taken into consideration for developing the implementation plan. 

Alignment with a Long-term Strategy 

1. A long term intervention plan for exploring possibilities for ARCs/MRPs will need to be developed as 

an integral part of the national plan. This can be one of the many working papers that provide analysis 

and materials for project development under the Master Plan which will be strengthened by other 

relevant master plan projects. 

2. The current ‘short-termism’ in policy making need to be avoided to make a lasting impact. A matured 
and competitive industry like rubber products need time to adjust. The government should focus on 

implementing the Rubber Industry Master Plan 2017 – 2026.  

3. Since different value chain activities come under the purview of different ministries and institutions 

inter-agency coordination will be essential for smooth progress. Institutional strengthening and 

capacity building of government agencies is essential. In catalytic projects such as Finite Element 

Analysis Simulation Center (FEASC), Public- Private Partnerships (PPPs) are needed to share and 

leverage resources.  

4. The government, through the Ministry of Plantation Industries has allocated 100 million LKR to 

initiate the implementation. It will be implemented by a dedicated PPP, the Sri Lanka Rubber 

Secretariat (to be opened in early February 2017) which will be supervised by an Oversight Committee 

comprising of Secretaries of relevant Ministries, heads of relevant institutions and private sector 

leaders. 

5. To use Sri Lanka’s unique rubber raw materials latex crepe in MRPs or pharmaceutical products, revive 

the Lankaprene initiative taken in 2003 with United States Agency for International Development 

(USAID) assistance and EDB participation. This raw material is considered the purest form of natural 

rubber and therefore ideal for use in medical devices.  

Focused Approach 

6. Providing financial assistance by way of credit facilities alone will not bring any significant impact as 

SMEs are saddled with a plethora of problems. The key focus areas include building their capabilities in 

the areas of marketing, financial, technical and HR while clearing obstacles in common industry 

infrastructure and relevant policy framework. Both hardware and software gaps would be bridged 

through technical assistance. Training of relevant personnel at all levels is crucial for the development 

of the two product lines, ARCs and MRPs.  

7. Capacity Building can be included in each value chain link support activity to supplement the scope of 

the activity with a view to enhance the competencies and absorption capacity of relevant SMEs. Both 

firm level capacity as industry level capacity building is important. As far as the training of industry 

personnel is concerned, it is important to study the actual needs of the private sector with adequate 

consultations.     

8. It is desirable to target medium sized firms at the outset as they have better strengths, absorption 

capacities and readiness for growth. Other firms can be included later.  
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Disclaimer 

This study required reliable and updated data on the performance of local SMEs as well as global market 

information. It was very difficult to find reliable data pertaining to local SMEs. Company specific and product-

wise export related time series data are not accessible although available at customs. Therefore a useful trend 

analysis was not possible.  Questionnaire surveys, factory visits and personal/telephone discussions with senior 

executives of companies were used to gather representative information. In addition, secondary data published 

by international rubber industry organizations was used.     
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Annexures 

Annex 1: Rubber Products Sector Associations 

1. Sri Lanka Association of Manufacturers and Exporters of Rubber Products (SLAMERP) 

has around 30 rubber products manufacturing and exporting firms as its members but the organization is not a 

legal entity. It functions as a collective of manufacturers and conducts its activities on a need basis focusing on 

specific projects. 

2. Association of Small and Medium Rubber Product Manufacturers (ASMRPM) is an 

association established to safeguard the interests of small enterprises but lacks resources to provide any useful 

service to its members. It needs capacity building and institutional support.    

3. Lanka Rubber Products Manufacturers Company (People’s) Limited (LRPM) is the 

commercial arm of ASMRPM formed for the benefit of SME sector under German Development Corporation 

(GTZ value chain project. The progress so far is not significant. 

4. The Plastics and Rubber Institute of Sri Lanka (PRISL) is a registered organization focuses on 

workforce development and technology training. It also contributes to policy dialogue and members participate 

in various committees at ministerial level. It is well organized and has its own headquarters located in the city 

of Colombo. Annually, it turns out around 50 qualified junior level rubber technicians and diploma holders who 

are usefully engaged by the private sector. The PRISL has launched a program to produce graduates in rubber 

technology and the first batch was released to the industry in 2015.   
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Annex 2: Classification of SMEs and Targeting Project Beneficiaries 

SME defined: SMEs are defined differently by different countries based on different parameters such as 

number of employees, business turnover, capital investment, etc. Different definitions are also being used by 

different organizations within the same country to define SME for different purposes, which is common in our 

country as well. According to the recent guidelines issued by the Central Bank of Sri Lanka (CBSL), SMEs are 

defined as enterprises that have an annual turnover less than 600 million LKR and its borrowings below 200 

million LKR. However, it is a widely accepted practice now to treat different industries differently when 

demarcating SME boundaries as industry characteristics, competitive dynamics and type of entrepreneurship 

required could be vastly different among industries. This practice is essential when development interventions 

are introduced, especially aiming at export growth which calls for greater strategic efforts where even large 

firms find export competitiveness very elusive and replete with unending stream of challenges. 

The key question to be asked is whether the firm is micro, small or medium in terms of size, performance or 

growth readiness. In global competitiveness, size is not relevant. What matters is the performance. Due to poor 

performance, a firm may stagnate in the micro or small level for long years. It may not possess the 

entrepreneurial will to invest, innovate and compete for growth. However, a firm may not enter the level of 

Medium unless it has certain strengths and a specific need for growth15. The classification, therefore, must 

enable the project to target the right SMEs with growth potential for assistance, both financial and technical.     

A rational classification with relevance to the intended project is also essential to derive maximum benefits 

from interventions in terms of developing the export growth capabilities of targeted firms. Prudent targeting 

will be the key to success.  

Another crucial group to be included is the entrepreneurial start-ups that need the strongest support. This 

category cannot be captured in any of the SMEs as they are yet to perform. In the rubber products 

manufacturing sector, there are such entrepreneurs who have become large exporters within a short period of 

time. Any intervention must have a window to support such start-ups in every possible manner.     

Considering the special characteristics of the Sri Lankan rubber products manufacturing industry relevant to 

the global competition as well as the objective, strategy and the scope of the intended assistance package, the 

following definition16 will be used which also can be used to determine the target group. 

Table 7: Classification and Targeting of MSMEs 

 Variable Micro Small Medium 

 Indicator Measure 

1 Annual export income range USD Million Up to 0.099 0.1 to 0.49 0.5 – 10 

2 Local sales value17 LKR Million < 1 1 to 10 10 to 50 

3 Conversion ratio Sales in USD per MT 

of rubber consumed  

< 5000 > 5000 > 8000 

4 Income per worker per year LKR Million 0.2 0.5 0.8 

5 Capital employed per worker LKR Million 0.1 0.5 1 

6 Years of operation Years TBD** TBD TBD 

7 Rate of growth in the last five 

years 

CAGR* TBD TBD TBD 

8 Planned growth  CAGR TBD TBD TBD 

Source: author’s concept.  

                                                             
15 Like n-Ach: need for achievement (Learned Needs Theory of McClelland) 
16 With endorsement of SLAMERP and SRI, the private sector associations. 
17 Import substitution relieves pressure on forex and have the same effect as earning export incomes 
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Remarks: Micro category is included to give a complete picture of distribution of firms. Line item 3, 4 and 5 

indicates the level of sophistication of the enterprise and such SMEs have a greater potential to be globally 

competitive in niche markets.   

*Compound Annual Growth Rate 

**To be decided  
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Annex 3: Present Support Mechanisms Available to Rubber Products 

Manufacturing SMEs 

1. State Sector rubber industry service organizations: Irrespective of the size, the rubber products 

manufacturers are being served in different ways and intensity by state owned institutions, such as the 

Rubber Research Institute of Sri Lanka (RRISL), the Industrial Technology Institute (ITI), Industrial 

Development Board (IDB) and the Export Development Board (EDB). The Ministry of Industries & 

Commerce (MI&C) has its own direct assistance programs. Some universities too provide certain services. 

The IDB is the most important state agency that supports SMEs engaged in rubber products 

manufacturing.  

2. RRISL: The RRISL address the technological issues across the entire value chain activities including 

upstream and downstream. Its focus is more on upstream activities. It, however, attempts to build up 

advanced capabilities to cater to a more modern rubber products sector. Upon request, the RRISL assist 

manufacturers to find solutions to problems encountered during manufacture of rubber based products. 

Similarly, training and demonstration programs are conducted for the benefit of SME manufacturers and 

entrepreneurs interested in setting up small scale production units. Its laboratories offer limited testing 

services to manufacturers at a fee although it has not gained accreditation of relevant foreign bodies. The 

RRISL at present has serious limitations with regards to updating its laboratories with modern equipment, 

acquisition of new technologies and attracting and retention of high caliber scientists/technologists which 

reduces its potential to serve SMEs as desired.      

3. ITI: The ITI caters to the needs of a wide range of industries and rubber industry is serviced through its 

product testing laboratory which received foreign accreditation for conducting around eight common tests 

and two advanced tests for rubber products. Since the test charges are very high, SMEs do not use its 

services. Mostly, its services are used by government projects to get competitively procured samples (such 

as rubber seals for water projects and medical gloves) tested and certified. The role of ITI has however 

diminished over the last decade in terms of services offered. Some years ago, the services offered by the ITI 

were comparable to that of the RRISL. At present, no rubber SME specific services are provided by the ITI.    

4. IDB managed RPDSC: The IDB which currently functions under the MI&C operates the Rubber 

Products Development and Services Center (RPDSC) set up with WB/IDA funds, located in Peliyagoda 

which is in Colombo suburbs that caters mostly to SME type operators. At times, large scale manufacturers 

also use its spare capacities. Most rubber products SMEs are scattered in Colombo and Gampaha districts 

and could access RPDSC easily. The RPDSC provides technical services and information on rubber and 

rubber products manufacturing industry, expert consultancy and advisory services related to rubber 

industry on the following.  

 Project formation and evaluation, feasibility studies and industrial surveys 

 Plant and machinery layout and process technology including die and mould design 

 Solving technical problems and trouble shooting 

 Conducting seminars, exhibitions, demonstrations and training operators 

RPDSC laboratories are equipped with a comprehensive range of testing equipment for quality testing of 

rubber compounds and finished products to SLS standards. In terms of product and process development, 

the RPDSC provides following facilities on request.  

 Supply of rubber latex and dry rubber compounds in small/medium volumes 

 Product design and development and manufacture of sample products  

 Compression and transfer moulding and injection moulding  

 Compounding, calendaring, extrusion and pressing, oven and autoclave vulcanizing 

 Retail sale of chemicals and other processing agents, synthetic rubber compound 

 Providing limited facilities for utilization of available machines for special processes 
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Effectiveness of the RPDSC is limited by availability of development funds for refurbishment, expansion 

and staff development. Charges levied for services seem to be sufficient to finance only a part of its running 

costs. The general consensus of most SME operators is that the services of RPDSC need much improvement 

in effectiveness including responsiveness.     

The RPDSC is a promising institution that does not seem to receive proper attention of policy makers. Over 

the last decade, the IDB has been shifted among three different ministries which affected organizational 

policy continuity and coherence. Administrative functions of this center are handled by the head office and 

the RPDSC can flourish if autonomy is given to run its own affairs along private sector lines. It needs to 

augment its top management with high caliber technologists with industry experience. It may be useful to 

explore the possibility of creating a PPP type SPV to take over and manage the RPDSC.   

5. EDB: EDB supports the industry including SMEs through its export promotion programs and at times 

support activities of all rubber products manufacturers by facilitating specific export promotional activities 

on collaborative and cost sharing basis. The EDB Advisory Council on rubber which comprises of industry 

representatives recommends suitable action to be taken by the EDB. Mostly the support is by way of 

facilitating participation in trade fairs related overseas missions. No subsidies are given to any 

manufacturer.       

6. MI&C: To enhance the technological skill levels of rubber products manufacturers, the MI&C is supporting 

the Plastic and Rubber Institute of Sri Lanka (PRISL) to send teams of rubber industry technicians to 

Cochin University of Science and Technology in Kerala to train in rubber technology. The ministry is also 

sponsoring students for the Graduateship Program of the PRISL.  

7. Universities: Some Universities too are engaged in R&D projects in collaboration with the private sector 

(through University-Industry partnerships/incubators) to meet industrial demand while certain projects 

are designed based on academic needs. However, SMEs are not catered to by the universities.  

8. Skill development support: the Plastics & Rubber Institute of Sri Lanka (PRISL) which is a private 

sector association conducts graduate, diploma and certificate programs for industry personnel in addition 

to refresher courses and workshops on specific subjects related to rubber products manufacturing. These 

programs are used by some SMEs to develop their workforce but most SMEs are unable to release their 

employees due to their small cadre as well as cost of programs. Moratuwa and Sri Jayawardenapura 

universities conduct postgraduate degree programs on polymer science and most candidates are from the 

industry. The University of Moratuwa (UOM) offers National Diploma in Rubber Technology and releases 

around 40 students annually. IDB conducts training programs and workshops for entrepreneurs and 

technicians. Exposure of resource persons is not done systematically and there is a need for training of 

trainers. A fully equipped central training facility is not available.       

9. Making of Molds and Dies (M&D): Availability of high quality precision molds and dies is a critical 

need for all types of rubber products manufacturers. Molds of simple design are being made by local 

manufacturers but complex molds are always imported at a higher cost. The University of Moratuwa 

(UOM) with assistance from MI&C has established a M&D Design Centre with CAD CAM facilities but the 

SMEs do not use its services as intended. Poor responsiveness is the issue.            

10. Product development and Prototyping facilities: RRISL has limited facilities to provide new product 

development services but adequate facilities are not available for prototyping needed for commercial 

applications. IDB/RPDSC provides service to SMEs in this regard. Main problem here is the IPR issues in 

using state agencies for prototyping as there is a perception that formulae confidentiality may be at risk 

when using unsecure services.  

11. Location of SMEs and services available: Majority of SME manufacturing enterprises are clustered in 

and around Colombo and Gampaha districts as most of them depend on technical services provided by the 

Industrial Development Board (IDB) owned Rubber Products Development Services Centre (RPDSC) in 
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Peliyagoda. Most raw materials and services are easily sourced in and around Colombo. Number of startups 

relied on cheaper off-grade rubber compounds (scorched) obtained from major operators such as tire 

manufacturers. The Rubber Technology Development Department of the RRISL and the Industrial 

Technology Institute (ITI) which provides analytical services to rubber industry too are Colombo based 

which favored the location of MSMEs in and around Colombo-Gampaha axis. In spite of the inherent 

advantages mentioned, certain small manufacturers have set up industries in districts such as Kandy, 

Kalutara, Matara and Kurunegala as well and continue to operate their ventures in a profitable manner.       

12. Necessity to coordinate government services: different issues related to certain selected activities in 

the rubber industry value chain are addressed by the RRISL, EDB, IDB/RPDSC and ITI within their 

mandated scopes and budgets but such measures are insufficient to solve the plethora of problems of SMEs 

to help them to diversify into export markets which are intensely competitive and dynamic. Some degree of 

coordination among these institutions is essential to improve the effectiveness of services to the rubber 

manufacturing sector while obtaining the best value for money spent. This important issue will be 

addressed through the Sri Lanka Rubber Secretariat during the implementation of Rubber Master Plan.   
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Annex 4: Training Needs Assessment   

Detailed firm-specific studies are required to assess exact training needs prior to design of training programs. 

However, based on the information collected and requests made by SME representatives, following 

recommendation can be made.  

 

Table 8: Training Needs Analysis 

 Area of 

Training/Skill Development 

Level of Employees Total 

 Senior Middle Junior 
Shop 

floor 

1 Applied Marketing 5 15 20 0 40 

2 Business communication and negotiation skills 5 10 5 0 20 

3 Business planning 5 15 10 0 30 

4 Feasibility studies and project design 2 10 5 0 17 

5 Project management 2 15 10 0 27 

6 Business finance and credit 5 10 5 0 20 

7 Management best practices 10 15 25 0 50 

8 Product design and prototyping 2 20 10 0 32 

9 Production planning 2 10 20 0 32 

10 Supply chain management 2 10 10 0 22 

11 Quality management 2 5 20 5 32 

12 Occupational health and safety 2 5 20 20 47 

13 Environmental safeguards 5 15 25 5 50 

14 Efficient operation of machinery 2 5 20 50 77 

15 Machinery/equipment maintenance 2 10 25 20 57 

16 Rubber compounding and formulation 1 5 25 5 36 

17 Rubber processing techniques 1 5 25 5 36 

18 Industry standards and norms 2 15 20 5 42 

19 Compliance and certification 3 10 15 5 33 

20 Human resource management 2 5 10 0 17 

21 Packaging and export procedures 2 4 15 0 21 

22 Trade rules and commercial practices 5 15 15 0 35 

23 Use of ICT in manufacturing 2 5 20 5 32 

24 Industry best practices (Lean etc.) 5 10 25 5 45 

25 Supervisory management 0 0 25 10 35 

26 Corporate social responsibility 10 20 10 0 40 
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27 Business risk management 10 25 10 0 45 

28 Litigation and claim management 10 20 10 0 40 

29 Business insurance 10 20 5 0 35 

30 Policy advocacy 15 20 5 0 40 

31 Employee welfare and trade unions 10 10 5 5 30 

 Total personnel involvement (programs) 141 359 470 145 1115 

 
Total personnel hours (estimated) if each program 

comprises on average of 5 hr. sessions x 3 days 

intermittent. 

2115 5385 7050 2175 16725 

 Person days (@ 8 hr per day) 265 673 881 272 2090 

 
A well-planned intensive and integrated training program may be conducted within a year (300 

days) with 7 persons on training on any given day. However, a session could have around 20 

participants. 

 

 

The above table has identified areas which are important to the effective operations of SMEs irrespective of 

their product/market portfolios. Some of the areas may seem overlapping but there are distinct differences in 

details.  
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Annex 5: 2014/15 KSP Technical Assistance 

In 2015, the Korean Government has provided technical assistance to Sri Lanka through 2014/15 Knowledge 

Sharing Program (KSP) to upgrade technology to improve export competitiveness in Sri Lanka. The Korean 

institutes involved in this activity are (i) Centre for International Economic Studies and (ii) Graduate School of 

International Studies of Korea University which are supported by the Ministry of Strategy & finance, Republic 

of Korea and Korea Development Institute. 

The KSP has focused on three topics namely (i) Framework of Joint Venture Partnership with Global 

Companies and Local Partners, (ii) Development of the Automobile Components Manufacturing 

Industries (ACMI) of Sri Lanka through the Creation of Forward Linkages with Global Value 

Chains (GVCs) and, (iii) Technology Business Incubators in Support of Technology-based Industries in Sri 

Lanka. 

KSP Study Recommendations 

Regarding the Automobile Components Manufacturing Industry (ACMI), most of the KSP recommendations 

are compatible with the conclusions and recommendations of this ADB study. The difference is that the KSP 

study encompasses not only Automotive Rubber Components (ARCs) but include metal and related 

components, plastic components, electrical and electronic components, seats and upholstery, fibre-glass parts 

and items like batteries which are classified as automobile components.   

KSP observations and recommendations are highlighted below.  

 Sri Lanka’s ACMI is dominated by rubber components, followed by metal parts. 

 Accurate production and trade data of the industry are not available. The reporting of the production 

data in the ISIC classification and trade data in the HS classification has made them 

incompatible/incomparable. This prevents the reporting of data in a single group/category. 

 Even though there are several companies which export certain items to aftermarkets overseas, most of 

the auto parts exports are rubber based products. 

 Sri Lankan manufacturers are engaged in supplying “generic” components to the spare parts/after 

markets, both domestically and internationally. 

 It is important to graduate from generic to specific components supplying OEMs. 

 SL manufacturers must move up the GVCs through value addition, product diversification, and 

innovation. 

 ACMI strengths include: good processing technology of rubber products; low labour costs; high labour 

productivity; English-speaking workforce and Sri Lanka’s strategic location. Weaknesses are: weak 
upstream industry (Steel, Petro-chemistry); high import dependency on synthetic rubber; lack of 

experience in developing/supplying value-added products. 

 ACMI can develop significantly by utilizing government support, a low-cost workforce, and advanced 

rubber processing technology to exploit the adjacent markets of high growth.  

 Sri Lanka needs to give more weight to the supply side including natural resources and technologies. 

 Absence of car manufacturers in Sri Lanka compels Sri Lankan manufacturers to explore overseas 

markets adopting different strategies. Therefore, the government need to “play the role” of car 
manufacturers in the short to medium term in the following manner. 

o Improve the product quality of automotive component manufacturers. 

o Assist them to secure foreign markets. 

o Build up an automotive component manufacturers’ data base, qualitative and quantitative. 

o Create an information sharing system between the private sector and the government. 

o Establish a government affiliated institute “Automotive Technology Institute” to improve 
technological capabilities of manufacturers. 

o Have consistent policies particularly in regards to tariff structure.  

o Provide direct and indirect funds to exporters. 
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o Establish a “one-stop-service for export” in order to increase exports. 
o Build an industrial complex near a port for auto-parts. 

o Promote joint ventures with global producers. 

 Form an Automobile Component Manufacturers’ Association to foster effective communications 
between the government and private sectors. 

 Sri Lanka should create forward linkages with international OEMs in the automobile industry or with 

component manufacturers on higher tiers to enable meeting international quality safety standards 

which are stringent. 

The current status with regards to implementation of KSP recommendations is as follows. 

 Formation of Sri Lanka Automobile Components Manufacturers Association (SLACMA) which has 

begun to conduct its affairs slowly but steadily with the assistance of MI&C and EDB.  

 The EDB is taking action to obtain the services of an International Product Development expert to 

upgrade the Sri Lanka ACMI and link to GVCs. 

 

Among other things, the KSP study has made a crucial observation. 

“However, the lack of awareness/knowledge amongst the automobile components 
manufacturers/automobile assemblers, the government officials, and other stakeholders on the 

components manufactured in Sri Lanka and the capacities of the industries, is highly 

disadvantageous for the ACMI, when policies are formulated regarding the industry. Due to these 

reasons the communication between industries is not up to the expected level, which has adversely 

affected the development of supply chains within the country, between different levels/ tiers” 
(Page 099). 

This observation needs no further elaboration and is relevant to many other sectors as well. What is required is 

an informed concerted effort by all stakeholders based on a true understanding of industry/market dynamics. 

Industries are not driven by policy prescriptions. Competitive strategies drive industries and therefore policies 

must be conducive and cohesive to make strategy implementation effective. This is possible only when a 

national long-term plan for ACMI development validated by public and private sectors is available with 

necessary resources allocated.  
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This report contains information derived or obtained from a variety of sources (as indicated in the report). PwC has not verified the accuracy 
of this information and accepts no liability or responsibility for any error or omission. The evidence presented in this report are based on 
information obtained from various publicly available information and discussions held with stakeholders and industry experts, and does not 
necessarily reflect any views or opinions of PwC. 
 
The report is based on information collected during the period from June 2016 to January 2017. Economic conditions, political conditions, 
legislative factors, market factors and performance change may result in the report becoming quickly outdated and may require updating 
from time to time.  
 

This report is not intended to constitute investment advice. Readers should not rely on this report in making investment decisions. PwC 
accepts no liability or responsibility to the contents of this report or any reliance placed on it. 

 


