| The tea,inmnstry is ‘the largest agreibase& azganmatd

gndas%ty in our agro-indnasrial eaunanv. It o E';

_upz,mem to around one millien workers dires - (Table - 1.11.'

-{ Bosi&es, it supports a mumber of ancilliary innuatriqs and serviees

'ttm fulfil the roqn:lmnba of the tea industry. The MMsS»md
trade assoclated with it also providepenough opportunities for-.

dn@tgynnnz-to & large nuamher of pﬁrsﬁns.

;aes

" 6,89,481
6,90,115
6,91,626  , 8
19 | 8,82,140 10
1979 | | 9,24,239
. . 9,12,822







2
Ths :Lndlmtry adds rairly to Gross Hatienal Product at an -
. amnual average rate of 1.47 per cen'l(: )_ and pays around’ h. m»e 13
lakhs a.mually (3974-81 average) to the e;;:hequer by .-?_ay of export
duties, exeise duties and tea cess. During 1981-82 the Central
Government received more than k. 6796 lakhs in the form of export
' duty, excise duty and taa. eess. The revenue é'arnéd through central ke

exclse duty, export dut eallact:[an of tea cess can be observed

: rraa table below (Table - :&3)

ma em;-t My vas &bolimd.

Conpiled from Bes Statistics B8
India, Calew __.-a,m, Pe- 117.




Iﬂd’.& is 'l'.he lwsgst prmer m emﬂl‘ter of “a¢‘
_aeﬁmts for on an mmgo 33,5@ pgr c,ﬂg of the worl d,'

and en;\OYs %;36 psr cent sha.ce in WOﬂd's tea Gm'bs (T

gL

1760.51

Weﬁ + Toa Statigtics 1989~

1933, Pps 156-:]50. . )



| __ Though Inéia is the J.argest producer of t«aa, her eoupa-atiw
| sharo 11;. vorld produetim :l.s dseroasing (f!abls 1.3). The emb:lnuing
fall in India's share of: imﬂd pmduetian has been to the advantage
of other competing ooumrins in worla&ada 11ke Srilanka, China,
Kenya etc. 4s a namral #aﬂulm, the share of Imdian tea in
world tea export is also fcreesing. The industry is Pacing stire
competition in the mtematioml market from other producing emﬁl‘
tries, ameially fron Kewa, Idldomaia, China and Srﬂaﬂ;a '
(Table - Io4)o : B

% Provisional.
Bource Tea_Sta.tistica, 198282, - Tea som of Ind:l.a,

ctes, ety IR




Thus, on the whole, India has mot only Safled to maintain
the quantum of export in the world t&amu, ‘the proporticnate
#d to countries competing

share of export has also gome em
with her (Table - 1.5). |

Source 3. .._EBea Statistie Tea Board of India,
| caleutta, p. 2o. |

The continuing erosion in the traditignal piller of our
~econony, both in terms of growth and earnings, has

1a1egeay avakad our interest in tea :I.ndustry.

Tea is largely grown ﬁ Assam, West Bengal, Kera].a, '.I.‘amil
Nada and to & mealler extent inZripuka, Punjab, Mysore ang ¥ aa-
-pradesh. -1t is more prminent in North mdia- only about 10,65 per

cent of the total araa under the e¢rop is in the Sotth (Table-I-G)-

- Wi’ch only one-fifth of all Ind:la area under tea cultivatien. ‘dne to



higher nrmmvity (plnoking of tea 1eaves 132 arr:l.ed on threumt

the year ag against. soasanally :l.n Forth India.) South India

accounts for 38,44 per cent of the tata‘.!. Indian out:mt (1974-81)
(Table-L7).

e e'm C meo oa dess
19'?4 187 0,88  2.88 074 3.32
197 189  0.89 290 074  3.64
1977 L9 089 2.9 074 3.66
1978 192 0,90 2,96 0475 3.69
79 Les ois 2,99 0.7 3.7

Source 1 Tea 5&&
' Caleutta, 106




182,811 96,268 278,306 81,0
1971 283,665 104,087 332,331 103,137
1974 5%5.,281138,@8- 389,808 - 99,667
1975 263,055 111,860 380,678 106,550
1976 276,308 117,783 400,639 112,178
1077 203,837 128,736 427,794 128,437
1978 297,082 131,877 433,400 130,446
1979 276,190 123,978 404,418 139,360
1980 aoo;-*‘-'rm 133,185 438,455 131,095
*isel 305,130 128,259 437,400 126,637

* Provi sional

Bource : Tea Statistics, 1981.82, Tea Board of Ind:!.q,j :
. ‘ Caleutta, 1983, p.ll- - -

. Besd.dbs samnality i& prodnmtien, there are certaln ot!ae:r coniras.
ting dirferences beWean the North Indian and South Iﬂdim gar&oas.
The following mportant differences may, however, be mﬂmd hm



1) The sversge size of tea estates in South 1s much less
as compared.to North Indlan tea estates ; 95.60 per cent of tea
estates in South India have.leés than 8,09 hectares undsr cultiva.
tion'as compared to 4.68 ber cent'in Horth India. Larga—tea

‘estates (with an ares more than 200 heetaras) of: auuth Indla are

- only 1.29 per cent compared to 50.94 per cent of Hbrth India
(Table- I.8J._

States | Upto 8409
hectare

Other Narth

Indisn S | B |
Staﬁas 987  24.47 26.60 30.85. 8.51

.mb&bet&l 3

_me n.w 2.0 mes  m.s
_ 1.82” s 0.46 - P 1.36 j:___ 0.-&6

3 2033 0,30 0s40
 Karnatak 13,83 . 20,00 13,33 33,33 20,00

. Sub.total:
South




11) Due to largs musber of mall tea gardens in the
South the organisational struature is charmteristie ally differenb
from that of the Korth. Most of tea gardens are mini in size and
sell their green 1eaves Yo enterprises having no garden at all &
| termed as *hought - leaf - fact;ory‘ by the Tea Boa:rd. I‘l‘. is,
thsrefore, ‘not surprising that no production statisties is availa.blo
rala‘bing to these mini estates,

_ 111) Tea estatea on the whole are not run as an mdnstry
in South; most of thege are J.nd,ividunl ownership estates withaut
._amuted 1abour forco. M nm astate has an amage area of
'- _abcut one ‘hectare (c.ae) only. Giant estates m only 35 in mmber.
baving an average ared of 522.49 hectaress Compared to Shig, iIn
Horth Ma mini estates have an average hsctarege of 4.51 and -
G:lants 1n Narth India have an average hectareaga oi‘ 579_.01
(Tabla - 1.9). '

_ iv) ms:ma round tha :rlar -pa.aekmg» of green. toa 1ems,
”'.'in'-'ﬁ.vm&ual atbentian in each tea estates ~also msul‘ks in highnr
Volm of output. Tha ﬂfrmatial in outmt is not, mna‘ble to
-quantif.{cation as no afﬁ.cial agency :I.mluding the Tes Board ht
been ab:l.e to arrive at the veluaa of production of these n:lni

Cestates. The Tes Board, hovh
hectare as shown in table I.
s the, bighest = Temil Nadw |

g-, does arrive at avera.go yield par o
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8tates | Upto 8.09

Wegt Dengal 3.69 . 29,50

- Other Horth
Im!ian States

186471

340,10

T

K cabin

299,07

5?@@01

i —

Kerala | 0.56 19.99

mm mu 1,14 17.68

" ._?2.52

73435
74450

148.07
150.93

183420

289,41

296,83

283,00

556 416
482.;.50.

| suw;otd. |

Bouth Indfa 0:92_ o 1B.AT

_me.s*: -

202,48

AL IDIA 094 2194

| ’1451.9@

257;50' -

&mrea 3+ Compiled rm Tea. Sbatisties 19gl.g8
. _ mard Qf ma, C&lcfzﬁta, m, Phe

19.22.
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West Bengal 312

Other North
Indian
States Ne.A

23 695. 316 . 4

o S’Ii.b-total. |
8 395 e

- .Mh

1887

Kerala - Re4A

Tamil ﬁadu' '-H.'A

K&rna’saka NoA

B M o P
R
- ] AN 1 .
’ 19

709

721 1245 1579 1502

&b—tatal :

Bouth Iodis Ned

AL :ma. -

- 3’” |

Though seattared almat throughoui: the ceun:try, the tea
mam in terms of production :!.s concentrated in Assem- and
northarn par'b of West Bengal (Mth Bengal) in Hm'th mu ma 'Imil
Hadu and Kerala in South Mia. | |



WitHin Borth' Bengal also, there 15 a h:l.gh comontra:bien
in tea iadustry < Jalpagguri dlgtrict mm:mg for 62,882+
hectares (1980), follmd by an area of &C 715%% heetares in the
dlstrict of Darjeeling. This territorial dividion of tea industry
18, however, not considered significant, The indusbry, on the
other hand 13 divided altogether on different consideration under
| three heads viz., 'Hill-tracts of Darjeeling' district (19243

‘hectares), 'Rerai! sgrea of Darjeeling district (11474 hectares)
. and 'Duars' area covering the entire district of Jalpaiguri
(62782 haetares). ~ Thig division of tea industry is not uithout
reagon as the topography-,‘ soil condition, rain fall, cumata,
N axtitudé"etc,,_tnat_cbnnribute towards the produstion of green tea
leaves are different. The i'mportant_charac'teristics of each

_régi;gn and tea produced therd”at, from our view 'point, are as

Platin a:nd ‘Riverine. Fﬂ.ain and  Hilly < trects
b) Soii Light m r..p_'m muvim Sandy gravelly
&) Rainrall S o o
. (annual average) 123" Zor 154"
d] Altigude ’ | )
(above sem 10?@%,) 412' - 100 - 400' 2400' -~ 7460

*  Shis {ncludes one. tea mm in the mimet of Gooeh:
@t )

R L ?hia imludss e&\o taa-

den 1n  Lslanpur snh..saﬂ.m of



le- Blrjulmgha s 1) 6 provi&gg: best rlavm.
. - 41) It liquor contadt Ls low.
 111) Its yield per:hectare is very low.
iv) I ratchea ’a&e h:lglnst nrice :ln the worlde
'v) Itg unit cost is highast. |

2, Teral Tea 1 1) Pmmeauy there is no flaveur.

14) The liguor content iz aver higher
then Bgrjsaung but lower gga mag toa. -

- 151) Yield per hee‘eare is emparsbivoly lmr
than Duarsg area but more then: deuhla than
" that of ‘the Darjeeling ates.
' 1v) Tnit cost is more or less higher than
Duarg but much lower than that of .
Darjeeling.

) It fetches the lowest | priee,

8, Daarg Tea  : 1) Its flavour content ig Llow.
o | '11) The liquor content is the hipheat.

131) The gield per. hqoeta;'e is the highest m
- North Be alanﬂa’boutSOpercent

than in the Teral area.
iv) Its unit cost .‘r._s lowest.
v) It fetehes highor price than Teral tea.

'.dia'briat Wﬁ m ﬁliguri at the foet«-hills h&s rateh:
lTande Taa;fﬁ.mtatian in Teral region is wtmllw en& Fated in
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;_!;Ligg:i_auhédivision of Darjeellng distriet exeept one tea egtate
in Islempur sub-division of the West Dinajpur district. Teral has
an area of 11473 hectare of Tea with a total of 47 Tea Estatesin
11980 gnd prodfbed 15872000kg of tea. It secounts for 3.79 per cent
of total area in Horth ;§d1g ﬁhd-s.ézﬂper cent of its production.
The yield rate in Teraijﬁorked 6ut to 1383:kg per heetare (19380).
The value of Tea prod_ﬁa_:gié& in Terai 1s estimated_ at around !E; 20
erores. .Merthan 23fﬁ§9&sand workers are directly employed in
Teral tea industry aqd¥aboat one lakhipeople'directly'and indirécﬁly
are dependent on it.ﬁ rTerai ?ea,'therefore, occupies an 1maortant

~ position in the econﬁmm of this distriet.as well as in the State of
 Vest Bengal. | | | :

-The historf;of tea plantatinn'iﬁ'ﬂerai is originally
'aSSQciated with the introductions of-iea in Darjeseling district by

.-ﬁP§ Gambe1i'in 1839, uith.the;pgSStge_of time, the nummber of Tea

Bstates began to increaSelin Teral. The araa,rprodﬁction and

© yield of the Tea during last few years are as follows 4




Year

1976
1977

1978
1979

1980

» 1081

~ Seuree

. @ Provimnnal fral

xi_:

Not. hmablﬂo
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——

Privabe Lta. - SR -

nvi s declwation o.f the '. icle. ua
do ?waﬁon in the ﬁ.namial e«i'ﬁeiumr and the aistnelinat
tim umment towards momtive measures vh:!;eh @oﬂld ha'ba'
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-c-orr'q;cte-d the prevalent 1_monsistawaz¢§ and ;m-bhorences in the
management of funds by proper 'plaxmnég-?an&*emtrming ere important
mptmns of :I.ndustry*s ﬁekness and warrant our attentim to nake g
* detailed enguiry inte the Pinanclal work:lng af the Tea Industry. The

following 1nd:|.ces mw emtaxtually be eonsidered (Tahle-* «13 and
Annexure V). '

‘Groas Profit favoas Proris’ t Profit w Rate.

Het Asgets
(GPNA)

Tea Planta~ L
tion. . 6.5 1.8 18.2. . W4
Gofee Planta~ | oy
tion 85,4 47.1 279 = 6.2
. Rabber Plunta. L . o
Hon 16 | sl4 138 1.6y
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From above it cowld he ab?s'eam-d- that :

@) '.Ehe GPKA harely exceeds the natimﬂ a.nrwe by __
1.2 per cent and ig the lowest emparod ta oﬂm.' plmtation indug.
tr_i_ea.-  Howevery thh return enabled tb.a mdulkry to ma up the
_ 1nvostmxﬂ; despite its finamial ills.

. (1) Thﬁ s?m 13 enly to the cﬁm of 11-8 per eont
 ama is J.weat monga% m plamat:l.on maamam cmymd to
F akeies the return on aet sales is mush poar, -
| _ ' te n is going up and is mt-_.seﬁﬂ_n& any ,
remunerative prié..é'ég " Bl these inevitably redused the GPNS and |
thereby the NPNS, -m&- ﬁuiber of 'em':panias imurring '-Io-s“s&'s' has
aléo 1mréased. The nm of this erisls varies rron Tregion to
rsgion, from eoapw to ‘eompany and from unit to unit. The tea
_Mstry has faced. crise,s during the 50's, the 60's and tha earl‘y
'70*3 but. never before has it faced with a erisis of such magnitude
,to.m (1931). | |

(111) &h& HFM stands at 13.2 per ecent emmd ta all
. Intla average of 15.4 per em. This refie wm amm with tm;
currqat market r_gﬁe of. mmm The :I.nvestoa-s &re qui'ce maptic
~ about the gainfy f-‘-_"_":._as of the iavestment in this

_ @) Though the ﬁm&m.‘ms digclosed, sbove are quite
unsatisfaetery, yet the dividaad rate of thj_s _;-.34 ap;ra..
 ofably sbove the all 1n¢ustr:|m leval < but balow obher plambes :
. %lon :I.nmsﬂries. Possibu{ :boost up the morele of investors the
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payout haé had to become so attractive. The industry pays higher
dividend rate compared to 'all indusgtries' level. The basic cannonsg
of financial management provide that higher rate of dividend can be
paid by an enterprise provided either its capital stpucture is
highly geared or the concern has highly favourable conditions of the
market. But tea_seems to pay more than what, on an average, is pai_d
by other indugtries. |

M1 these parameters indicate that the tea industry is
becoming weak and thereby sick for want of favourable climate of
tradings Besides, there are some structural inconsistenclies in the
finance function of thils industry which call for a searching and
thorough study of financial variables affecting the performance.

OBJECTIVE OF THE STUDY :

The present work ailms at analysing the financial
- Working of Tea Industry as the efficiency and economic condition of
the indugtry as a whole is deteriorating,

Stated preclsely, the present work aims -at:

(1) finding out the nature of financial working of
Terali tes industry;

(2) focussing over the inherent inidconsistencies and
imbalances in the flows of funds;

(3) formilating simple mathematical models for anAlysis
and

(4) freming sug%estians for efficient financial
working of the industry. :
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SCOPE OF fHE ngDY:

The tea 1ndustry, scattered all over the country and
_ 1s owned and managed
located mainly at the foot-hills and in the hilly regions,/by
different types of organisatiﬁnal forms viz. propréetorship,
partnership, Coébperative Socleties and Joint Stock Companies.
The present work studies the basiec financial management of tea
industry in Teral region of West Bengal with respect to public

limited companies only.

The exclusion of propeletorship, partnership, Co-ope-
rative and Private Limited concerns does not matérially affect the
repregentative character of the studw[f]nnexure-IV(i)(d)_?k The
publie limited companies dominate the tea industry as a whole with
regpect to actual area under tea, tea grant area and the volume of
production. The non-availability of financial data from proprie-
torship and partnership fims forced us to exclude them from the
purview of our study. There is no Co-operative Society im Teral
tea belts and only one in 211 Indiaf ‘The private limited
companies are not representative ones from the view point of terai
tea industry / (Annex :i,Iv (1) (b) and (d)_/. All of them are
closely'held and are migh congervative in dlseclosing information
relating o their financial activitles. Even ;heir published

accounts are not made available to others save that where they are

statutorily bound.

The activities of group companies desplite their public
limited form could not be ineluded in our study as the tea estates
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mansged. ky such companies, are gpread over the different regic;ns
viz., Duars, Assam, and South India. Besides, separate data for
their activities in Terai-'?area'are riot avadlable and hence such
group companies,though oniy two in number have had to be excluded
from our gample list. The present study, thus, is baged upon public
limited companies ifholly engaged in Teral tea area only.

Iime period - IThe study covers the octennium from the year 1974
to 1981. The period provides an opi:ortunity to congider also the
periods of fluctuations asd the boom, (Exhibit.I)s A period of
eight years 1s expected to cancel out abnormalities in opefations

and hence provides a trend for analysis.

Sample ~ The Terai tea beit conglsts of 47 tea estates &' 30 tea
estates owned and controlled by 25 public -limited companies and the
rest 17 estates controlled by 9 private limited companies and 8

Pr0prietor5? concerns, each concern controlling -a gingle tea estate,

our study" cg_vers 19 public limited tea companies. For
sampling purposes, stratified random "'sampling technliques have been
followasde To obtaln samples the location of the tea estates, and
not the reglstered office of companies were consldered for stratifi-
cations The Teral tes belt was stratified inte four parts - gouth,
'central-south, north and north-east — on the basis of its geogra-
phical location whieh i3 stretching nainly from south to north with

a slight elevation towards.east in its northern part.

The .bea estates in each stratum were ckassified on the

basls of their fownership', 'tea grant area', tactual area under tea!
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and_'?olume of production's The proprietory estates Lflnnexure v
(1) (c).7 and estates owmed by private limited companies / Annexure
IV (1)(b)_/ were identified and isolateds The estates owned by
publie limited companies having their estates exclusively in Teral
ted belt were identified from this stratified samples. Four tea
estates from the northJeast stratum and five tea estates from each
of the remaining strata were selected at randome The reasons for
gelecting four estates l.e. less than one from the remaining
strata, were the proportionate smaller size compared to other
gstrata with respect to 'tea grant area’, 'area under tea' and the

tvolume of production'e.

| Our sample units with regpect to the Teral tea btelt
as a whole and irregpective of types of ownership, account for
51.54 per cent of 'tea grant area’, 49,32 §er cent of 'area under
tea! and 47.31 per cent of the ‘tobtal. production' in Teral. With
reference to public limited bea companies exclusively operating in
Teral tea belt, our study covers 73.08 per cent of The public
limited companies accounting for 72.95 per cent of the ‘tea grant
areat, 692.65 per cent of the 'area under tea' and 63.41 per cent
of the 'volume of production' under this particular type of

corporate ownerships

Thus the sample units covered in our study are repre.
gentative not only in terms of number of companiés but also interms
of 'tea grant area', 'area under tea' and 'vd&uﬁe orprOﬂnetién'.

The relevant break up of companies and interms of certain atiri-
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-butes has been presented ;n{ﬁhnexnre IV (1) (a) %o (qﬂi

Datg Bage ~ The present work is based on the information obtained
from published amnual reports and accounts of the sample units and
{rom pdrsonél Interviews with different officials both at the head
~office level and at the garden level. For obvious reasons we

did not have access to the internal financial records of the
companies. Information have also been obtained from various
sources, like cammiﬁteevreorts,-periodicals, Annual reports of the
Planvers' Associationg, speeches of chalrman of different branch

associations etce.

- METHODOLOGY s

The present study is a time.study of financial
varigbles of the public limited tea companiesg wholly engaged in
Teral area. The study attempts to analyse the average trends

and relative changes in the financial variables. It also attempts

to measure their variability and efficiency.

The variables have been combined and have been
studied in aggregste. Though this method differs from the usual
case gstudy method but is not irrational and irrelevant in the

fields of economics and commerce.

In this study, simple quantitative analysis of
financial variablesg have been attempted as financiai functions are
basically quantitative in nature and financial deelsions are
alwayS much'influencéd_hy the measureable factors. Since the -
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financial topics are better studied and expressed with the aid of
mathematical and statistical techniques, the approach in this study

has also becoms quantitative in nature.

LIMITATION OF TiHE STUDY:

The present work examines in detail financial manage-
ment in tea industry of Teral regions Obviousgly the primary
records with management and published annual reports and accounts
- constitute the data base for the study. True to its tradition,
Teral Tea Industry .has heen highly secretive to dlsclose primary
recordse It is exceptionally that some such information could be |
gathered. But sinee verification of such scanty infomration was
not posslble, it wag thought wige not to rely exclusively on it
during analysis. |

The only alternative left, therefore, was to fall
back upon published annpal reports and accounts. Though attegted
by an independent auditor, these published accounts, like those of
other concerns, are subject to a big question marke hfe have a.'!.éo
not.been sure whether these accounts reveal more than they conceal.
Aggregated data base has considerably reduced utillty of tools and
techniques used by us. |

Ihe Tea.Board could have been another important
source of information but its publications hardly cover ares of
_financia_l managements In the area of finance',f Tea Boatd?é

publications constitute secondary source of information, being
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canpﬁation of information from Reserve Bank of India Bulletinegs.

Based on published aceounts, the Re serve Bank of
India is publishing financial information for the industry as a
whole, Being highly aggregative in nature, we could not draw upo:
this information either for a detailed analysis or for a compara~
tive gtudy. | | |

PLAN OF TiE SIUDY:

The present study is div;.lded into nine chapters |
including the present onse.

CHAPTER II examines theoretical aspects of ratio
angalysis and attempts to analyse the contents of published annual
accounts of Teral tea Companies with the help of specific ratiom

CHAPTER III makes an evaluation of fixed assets

manggement through ratlos and examines density of assets, its

$arnover, utilisation and the depreciation policies.

ICHAPTER IV evaluates adequacy and avallability of
| working capitals Effort has been made to evaluate the sales
elasticity, profit elasticity and net fund flow elasticlty of
working capltal. |

In CHA;’TER V an effort has been --mm:--_to_ go through
the practices of debt capital management in reia:ﬁiqﬁ_ﬁ_tozfité
use-period - both short.term and long-term. .The' dan'sity of
current 11ability and fixed liability bas also been examined.
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CHAPTER VI .analyses the capital structure, its overal

costs, cost of specific sources of financing, the capital structure

including internal sources.

CHAPIER VII an effort has been made here to analyse and
to evaluate the patterns and practices in the area of earnings
managemént, Divideand poliey and market prlces and book-values

have also been analysed.

CHAPIER VIIT with the help of given ratios a comparakive
analysis of liquidity, profitability and solvency of Terai, Duars
and hill-tracts of Darjeeling area has been attempted.

CHAPTER IX containg our comclusions and suggestions.
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