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Q & A

AIRIA President Anay Gupta On 
Supply Deficits, Policy Gaps And The 
Road Ahead For India’s Rubber MSMEs

Natural rubber production meets only about 60 
percent of domestic demand. How acutely is 
this deficit hurting MSMEs, and what short-term 
measures are essential to stabilise supply? 

India harvested about 857,000 tonnes of natural rubber 
in 2023–24 against a domestic consumption of 1,416,000 
tonnes, leaving a deficit of nearly 550,000 tonnes. This 
gap hits MSMEs the hardest, especially because roughly 
70 percent of natural rubber is consumed by the tyre 
sector, leaving limited supply for thousands of non-tyre 
manufacturers who operate on narrow inventories. With 
import duty at 25 percent or INR 30 per kg, landed costs rise 
sharply, squeezing margins and even forcing some units 
into temporary shutdowns. 

To stabilise the supply in the short term, accelerating 
replanting subsidies, creating modest buffer stocks, 
temporarily relaxing import duties for MSME-linked sectors, 
fast-tracking the operationalisation of new processing 
centres in the Northeast and easing access to low-interest 
credit for small growers would help soften volatility until 
new plantations mature.

Synthetic rubber consumption is rising faster than 
domestic output. What is driving this imbalance, 
and how is it affecting the cost structure across 
non-tyre manufacturers?

India produces only about half of its synthetic-rubber 
requirements, and although output has doubled since 
2016, consumption has risen even faster owing to strong 
demand in automotive, construction and consumer-goods 
sectors. The shift towards EVs, rising industrial activity and 
the volatility of natural rubber have also accelerated the 
reliance on synthetic substitutes. Because nearly 48 percent 
of synthetic rubber is still imported, non-tyre manufacturers, 
mostly MSMEs, face higher input costs due to freight 
premiums, imported-grade pricing and an inverted duty 
structure that makes raw materials more expensive than 
some finished goods. 

This imbalance tightens margins, restricts scaling and 
exposes MSMEs to intense competition from cheaper imports 
from China and ASEAN countries.
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In an extensive interaction, Anay Gupta, recently elected 
President of the All India Rubber Industries Association 
(AIRIA), outlines the mounting structural pressures 
confronting India’s rubber goods industry, particularly 
MSMEs. He flags the widening natural and synthetic rubber 
supply deficits, the impact of inverted duty structures, 
rising freight costs and growing import dependence 
on critical inputs such as carbon black and speciality 
chemicals. Gupta also draws attention to climate-linked 
volatility in natural rubber yields, escalating global trade 
barriers and the urgent need for targeted fiscal and trade-
policy interventions to protect domestic manufacturers. 
Emphasising long-term competitiveness, he calls for a dedicated 
national policy for the rubber goods sector, stronger domestic R&D 
and processing capacity and balanced measures that support 
both growers and industry. Against this backdrop, he positions the 
upcoming India Rubber Expo 2026 as a crucial platform to showcase 
India’s evolving capabilities and deepen industry–government 
engagement at a pivotal moment for the sector.
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With 30 percent import dependence for carbon 
black and rubber chemicals, what structural 
reforms are needed to reduce input volatility for 
MSMEs?

Import dependence for carbon black and rubber 
chemicals exposes MSMEs to recurring global price swings, 
freight spikes and supply disruptions. Even the recent 
removal of anti-dumping duties offers only temporary relief 
unless deeper structural reforms are implemented. 

India needs to fast-track domestic capacity creation 
through tax incentives and low-interest capital for 
greenfield chemical plants, supported by strategic buffer 
stocks of critical inputs that can be released during 
volatility. A rationalised and predictable customs-duty 
regime, stability mechanisms within the emerging carbon-
trading framework and easy hedging instruments for 
MSMEs would help manage risk. Strengthened digital 
traceability and a robust national MRV framework will 
also reduce compliance costs and safeguard export 
competitiveness.

How have monsoon-linked NR yield swings 
and sharply higher freight costs affected 
manufacturing continuity and working capital 
cycles?

Excess rainfall during the 2025 monsoon significantly 
disrupted tapping days in Kerala and the Northeast, 
curbing yields despite rain-guarding measures. Output rose 
only marginally, while consumption increased, widening 
the supply gap and pushing imports up by more than 35 
percent in September alone. However, the surge in global 
freight rates up to 40–60 percent has substantially inflated 
landed NR costs. This combination forces manufacturers, 
particularly MSMEs, into stop-start production cycles due to 
erratic availability.

To avoid shutdowns, many are compelled to carry 
larger inventories, which stretches working-capital cycles, 
prolongs procurement timelines and increases dependence 
on short-term credit, tightening cash flows and compressing 
margins.

The inverted duty structure makes raw materials 
costlier than many imported finished goods. 
What precise changes do you expect from the 
government in the upcoming budget?

The upcoming budget is expected to address several 
distortions in the duty regime that currently penalise 
domestic manufacturers. With natural rubber attracting 
20 percent basic customs duty (and NR latex nearly 70 
percent), while many finished rubber goods enter at 
low tariffs, MSMEs are placed at a cost disadvantage. 
The Finance Ministry’s efforts to rationalise tariff slabs, 
reducing them to just eight, should eliminate many of these 
inversions. 

The government may also exempt Social Welfare 
Surcharge on multiple raw-material lines, extend the end-
use window for imported inputs from six months to a year 
and introduce targeted duty reductions for rubber-related 
chemicals. Industry is also hopeful for safeguard duties on 
finished rubber products and a calibration of the BCD on 
natural rubber, which together would narrow the cost gap 
and support MSME competitiveness.

AIRIA has been pushing for duty-free NR imports 
up to the deficit level. How would this reshape 
industry competitiveness without harming 
domestic growers?

Duty-free imports restricted only to the deficit volume 
roughly 500,000 tonnes would allow India to bridge its 
structural demand-supply mismatch without disturbing the 
domestic grower market. Reducing the landed cost by INR 
20–25 per kg for this specific quantity would significantly 
improve the cost base of MSME manufacturers and 
enhance export competitiveness. 
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To ensure growers are not adversely affected, the 
government can strengthen replanting incentives, expand 
the credit pipeline for widening tapping acreage and 
maintain a modest buffer stock to stabilise farm-gate prices. 
Such a dual-track approach would support both industry 
and farmers, ensuring the supply chain grows sustainably.

India currently lacks capacity for key block 
rubber grades such as SVR3L. How critical is 
access to these grades for maintaining quality 
and export parity?

Access to high-purity block rubber grades like SVR3L 
is essential for maintaining quality standards in industries 
such as footwear, adhesives and industrial rubber goods. 
SVR3L’s very low dirt content and stable viscosity ensure 
consistency in processing qualities that global buyers 
consider non-negotiable. Without domestic capacity for 
these grades, Indian exporters must rely on imports, which 
inflates costs, raises contamination risks and limits long-term 
contract competitiveness.

Scaling up processing capability, improving quality-
control systems and obtaining international certifications 
will be crucial to achieving export parity and ensuring 
Indian manufacturers are not disadvantaged in high-value 
markets.

US tariffs of up to 50 percent on rubber products 
pose a major threat to MSME exporters. What 
impact are you already observing, and what 
support do you expect from the government?

The steep US tariffs have already begun affecting 
Indian exporters, particularly MSMEs that depend heavily 
on the American market. Rising landed costs for buyers 
have led to renegotiations, deferred orders and, in some 
cases, outright cancellations. This uncertainty also threatens 

job stability in many small units. The industry expects relief 
in the form of export incentives, interest-free or low-interest 
working-capital support and fast-tracked FTAs to diversify 
markets. 

The government’s recent Export Promotion Mission and 
enhanced credit-guarantee schemes are welcome steps, 
but more targeted support will be crucial in cushioning 
MSMEs from the long-term impact.

How serious are the risks stemming from global 
shipping disruptions and freight cost escalation, 
which have risen by 200–400 percent in some 
lanes?

The escalation in global freight costs triggered by Red 
Sea disruptions, capacity shortages and rising fuel prices 
poses significant risks for MSME exporters. When container 
rates climb by several multiples, Indian goods become 
uncompetitive against suppliers closer to major markets. 
This cost pressure not only erodes margins but also strains 
working capital as exporters must finance higher logistics 
expenses upfront.

Delays at congested ports further compound 
uncertainty. While policies like the National Logistics Policy 
and domestic container-manufacturing initiatives aim to 
mitigate long-term vulnerability, immediate relief through 
credit guarantees and export-support programmes remains 
vital.

With MSMEs resorting to overstocking due to 
erratic availability, how sustainable is this 
operational strategy, and what alternative 
solutions can be implemented?

Overstocking is at best a temporary survival tactic. 
While it protects against sudden supply disruptions, it adds 
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enormous financial strain by locking up working capital, 
inflating storage costs and increasing the risk of inventory 
obsolescence. In the medium term, MSMEs must shift 
towards demand-forecasting tools, supplier diversification 
and digitally enabled inventory management systems such 
as vendor-managed inventory and just-in-time frameworks. 

Stronger supplier collaboration, technology adoption 
through ERP systems and predictive analytics and the 
development of local supplier bases can all help MSMEs 
reduce reliance on costly overstocking practices.

India imports nearly 70 percent of speciality 
chemicals and non-rubber inputs. Why has 
domestic R&D and chemical manufacturing 
lagged, and what interventions are needed?

India’s limited domestic capacity in speciality 
chemicals stems from chronic underinvestment in 
research infrastructure, insufficient public–private funding, 
regulatory bottlenecks and environmental-compliance 
delays. The absence of advanced testing facilities and 
pilot plants has slowed scale-up from lab research to 
commercial production. 

To overcome this, India needs a large-scale boost in 
R&D financing, targeted production-linked incentives for 
speciality-chemical manufacturing, simplified regulatory 
channels and dedicated chemical clusters that offer shared 
infrastructure. Strengthening technical-skills training and 
industry-academia collaboration will also be essential to 
reduce import dependence meaningfully.

Several MSME units, especially in northern India, 
have shut operations. What are the main stress 
points, and what kind of financial support would 
prevent further closures?

MSMEs have been struggling with a combination of 
rising raw-material costs, restricted access to affordable 
credit and fierce competition from imports and larger 
domestic players. Logistics bottlenecks and compliance 
burdens add further strain. As cash flows weaken, many 
units – particularly in northern India – have been forced to 
scale down or close operations. Government interventions 
such as enhanced credit-guarantee coverage, collateral-
free loans under MUDRA, subsidies through PMEGP and 
equity infusion under the SRI Fund offer important lifelines. 
Additional targeted support for rubber-sector MSMEs would 
help ensure continuity and protect employment across the 
region.

Do you believe India now requires a dedicated 
national policy for the rubber goods sector, and 
what should be its key pillars?

The existing National Rubber Policy 2019 laid a 
foundation, but the rapid changes in global supply chains, 
environmental regulations and domestic manufacturing 
capacity indicate the need for a dedicated policy 
specifically for rubber goods. Such a policy should focus 
on sustainable production, integrated value-chain 
development, stronger R&D investment, upgradation of 
processing and manufacturing infrastructure, market 
diversification and structured support for growers. 

Strengthened industry-academia collaboration and 
targeted skill development would also be essential pillars to 
prepare the sector for future challenges, including climate 
risks and carbon-market adjustments.

Despite the challenges, the sector posted steady 
growth in H1 2025. What gives you confidence 
about demand prospects and the sector’s 
medium-term trajectory?

The sector’s resilience in the first half of 2025 
demonstrates the underlying strength of domestic demand 
and the effect of sustained government support. Strong 
expansion in automotive manufacturing, including a surge 
in EV components alongside vigorous infrastructure growth 
under national programmes, has boosted consumption of 
rubber goods. Industry innovations in sustainability and 
recycling are also opening new market avenues. With 
the Indian rubber market projected to grow steadily over 
the next decade and the tyre sector expanding at nearly 
nine percent CAGR, the medium-term trajectory remains 
positive and supported by both domestic and export-linked 
industries.

How is the preparation for the Rubber Expo going? 
How will it differ from the previous edition? 

India Rubber Expo organised by AIRIA is taking 
place on 7–10 April 2026 at the iconic ITPO, Pragati 
Maidan, New Delhi, India. This time in its 12th Edition, 
the exhibition is spread over 26,000 sqm. Hall No. 4 and 
5 will feature raw materials, traders, manufacturers, 
chemicals and elastomers, catering to businesses and 
professionals interested in sourcing, procurement and 
product development. Hall No. 6 is dedicated entirely to 
machinery manufacturers and traders, showcasing the 
latest processing, automation, testing and manufacturing 
technologies that are driving the industry forward.

With 400 exhibitors and over 45,000 visitors expected 
from India and around the globe, IRE 2026 is the perfect 
platform for suppliers, manufacturers, distributors, 
technology providers and industry leaders to showcase 
their innovations, discover new solutions and explore 
business opportunities. Exhibitors will present cutting-edge 
products and solutions in areas including raw materials, 
compounding, processing machinery, testing equipment, 
automation, moulded products, chemicals and sustainable 
technologies, giving attendees insight into the latest trends, 
efficiency improvements and technological advancements 
shaping the global rubber sector.

The expo will also provide opportunities to learn about 
sustainable manufacturing practices, green technology 
adoption and regulatory updates, helping businesses stay 
compliant while innovating for the future. IRE 2026 is not 
only a trade show but also a knowledge hub, connecting 
professionals with the latest industry insights, market 
intelligence and technological developments.

AIRIA’s focus is on ensuring stronger industry-
government interaction and showcasing India’s evolving 
capabilities in the global rubber value chain. n
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