
Introduction 

As decided by the Chairman in the meeting of the latex processors , held on 10/07/2009 , the cost of conversion of field latex to Cenex,  applicable to different processing companies was assesed. The exercise has been done by a committee constituted of 7 members with representatives from the Board, RPS companies and Association of Latex Processors. The committee collected primary data related to the expenses involved in conversion of field latex to Cenex , in a standard format. 

Market Promotion Department was entrusted with collection of primary data and its follow up from 14 processing companies representing the Public Sector , RPS sector, Co-operative and Private sector ( Annexure 1) . The data analysis has been entrusted with the General Manager, Finance , Periyar Latex, in consultation with Deputy Director(Cost),Rubber Board.

Based on the data collected, detailed analysis of the conversion cost had been done . Cost involved by different processing units is attached as Annexure 2. The committee  considered the costs of processing units with similar profile (excluding the cost of units with field latex sourced from own plantation) for arriving final figures. 

 During the tenure of study, the committee suggested to arrive at 

(a) the cost of conversion of field latex to one Kg DRC Cenex and 

(b) a guideline on the optimum range at which the processing units should restrict their cost for improving their operational efficiency. 

Cost of Conversion for one Kg DRC   

Considering the cost comparison of selected units ( Annexure 3) , the conversion cost has been arrived. Major cost involved in processing was apportioned under 4 different cost heads viz. 

1) Material Handling Cost covering the preservation cost, commission paid, loading unloading expenses, container cost and transportation expenses. 

2) Material cost for conversion of one Kg DRC of Cenex covering the cost of DAHP, Ammonia, Sulphuric acid, Cost of packing and realisation from by-product sales. 

3) Processing cost for one Kg of DRC covering man power, power, fuel, repairs and maintenance   and 

4) Factory overheads covering the cost of production. 

Material handling cost like transportation, commission paid , loading unloading expenses, container cost etc are highly variable, the committee suggested to consider the minimum average figures paid by different units , under study. The inference of the study is as follows.

	Material Handling cost
	Rs. 4.22

	Material cost for production of one Kg. DRC of Cenex (excluding cost of rubber)
	Rs. 12.12

	Processing cost for one Kg DRC of Cenex
	Rs.2.74

	Factory overheads
	Rs. 2.31

	Total cost for conversion of one Kg DRC*
	Rs. 21.39


*Note :  The cost of conversion does not cover depreciation, administrative expenses interest & bank charges and selling expenses 

Suggested range of  conversion cost

Apart from analysing the practices followed by different processing units , the committee arrived an optimum range of expenses under different cost heads to improve the operational efficiency of the processing units, which is as under. 

	Cost Heads( for conversion of one Kg. DRC)
	Suggested Range in Rs

	Material Handling Cost
	

	a) Preservation cost
	0.90-1.25

	b) Commission, Loading and Unloading
	0.50-1.00

	c) Container cost
	2.00-4.00

	d) Transportation expenses
	0.70-1.50

	Material Cost for conversion of one Kg DRC of Cenex
	

	a) DAHP
	0.25-0.40

	b) Ammonia
	0.25-0.40

	c) Sulphuric acid
	0.10-0.25

	d) Packing materials
	2.00-4.00

	e) By-product sales
	(5.00-7.00)

	Processing cost for one Kg of DRC of cenex
	

	a) Man power
	1.00-1.50

	b) Power
	0.05-1.00

	c) Fuel
	0.25-0.50

	d) Repairs and Maintenance 
	0.25-0.50


Major Assumptions

· Preservation and transportation costs are not applicable, if the processor go for spot purchase of field latex

· Cost involved in transportation, container, commission to collection agent, loading- unloading etc are highly variable

· Depreciation, administrative expenses interest & bank charges and selling expenses are not considered under the cost of conversion of field latex

Limitations of the study.

Even though the random selection of units covers processing units from all sectors, few units cannot specifically segregate their cost involved in latex processing, as they were not maintaining separate financial statements for their different profit centers. 

Conclusion 

The study on the cost involved in latex processing emanated with an objective to assess the market practices and rationalise the cost involved. Most of the processors welcomed the study with a great enthusiasm. The study reveals the processing cost involved in converting field latex to cenex and suggests an optimum range at which the expenses needs to be confined by the processing units to improve their profitability. 

The committee express sincere thanks to the Chairman, Rubber Board for assigning this work. Also we express our gratitude to all processing units associated with this project. Again, the committee thankfully acknowledge the efforts put in by Mr. Arun Kumar, General Manager, Periyar Latex in compiling and analysing the data. 
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