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-cHAPTER- IV 

PRODUCTION-AND MARKETING OF TEA 

Tea is the most popular drink in India. It is consumed by all sections of the population, 

including those. who are poor. In this sense tea is regarded as one of the items of essential-

- consumption. India produces approximately 750 million kg of tea annually making it the 

largest tea producer in the world. In fact around 30 per cent of the world's tea is produced in 
,. 

- . ' 
the country. India is also the world's largest consumer of tea. At the same time, ·export of 

Indian tea is lowest among the four major tea-producing countries in the '"'orld. Exports from 

Kenya, Sri Lanka and China are higher than that of India 

4.1 INDIAN TEA SCENARIO 

The Indian Tea Industry remains vibrant and well prepared to face the challenges that lie 

ahead. Vast resources of skilled and motivated workers, competent managerial manpower, 

strong research backing, prudent agronomic practices, modernized and upgraded manufacture 

have all contributed to laying the base of a very sound and progressive indus!ry. Detailed plans 

have been laid out to ensure a healthy rate of production growth. These plans embrace _fill the 

vital components of the production endeavor: - land utilization,· factory design, generation of 

financial resources or institutionalized human resource development and training for the 

plantation sector (CCPA, Tea Convention 1993, A Report). 

There are tremendous opportunities for tea in this country. As we know, there is the ever

growing demand. There are many mouths to feed and therefore many m<;He cups of tea to be 

given to the Indian people. There is tremendous demand for quality tea. There is tremendous 

demand for tea in the urban areas from professionals who are looking for a quick cup of tea of 

good quality. This is something which has lagged behind in our country. We have tried to 

develop our expertise in tea looking towards the export sector. Of course, the old wisdom has 

now been replaced by the new wisdom which is that export cannot be separated from domestic 

consumption (CCP A, Tea Convention 1993, A Report, Sri Salman Khursid). Domestic 

consumption and export consumption have to go hand in hand. There cannot be two separate 

qualities. There cannot be two separate streams of production. There cannot be two separate 

kinds of flavour. Everything has to go hand in hand. If we are to succeed in our exports the _ 

principle has to be followed. 
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India_ has the distinction of being the largest producer and consumer of this beverage. 
- - -

Starting with the production of 254 rnillioi:l kg at the time of independence, we achieved a high 

of740 million kg in 1991 before dropping to 695 million kg in 1992. (CCP A, Tea Convention, 

1993, A Report, Sri Alagappan M A, Managing Director CWS (India) Ltd. As per study by 

international consultants, Indian production has been rising while domestic consumption as 

well as exports h~ been stagnating. Tea production in India has been growing at a rate of 1.8% 

over the period 1995- 2000 (Fig 4.1). Consumption growth over the same period is nominal at 

1.2% resulting in surplus. Export volumes had fallen at a rate of 1 %·:since 1998. (Source: Tea 

Board oflndia, lTC Annual Bulletin, Duff & Phels) 

4.2 WORLD TEA SITUATION 

At present 30 countries spread over all the continents grow tea. The global area under tea; 

being 2. 7 million hectares of which, India shares 20% and occupies the second position. World 

production (2001) accounts for about 3078 million kg. 

Table 4.1 Tea production by country- 2000 

Country India China Sri Kenya Turkey Indonesia Japan Bangia 

Lanka -desh 

Produ-
ction 

27 23 11 8 6 6 6 3 
in(%) 

Tea Production by Country- (2000) 

11% 

Fig 4.1 
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Table 4.2: Tea Producing Countri~s 
--

Overall, theW orld Produces 3000 mn kg, 
Across "'30 Countries 

ASIA. AFRICA EUROPE 

• · India • Bunmdi • Georgia [J World Tea Production of tea in '01-3021 rnn 
• . Bangladesh • Cameroon ' 

Srilanka Congo SOUTH AMERII 
., 

• • kg .. Indonesia • Kenya • Argentina 
• China • Malawi Brazil [J -30 Tea Producing Countries • • Taiwan • Mauritius • Ecuador 
• Iran • Mozambique • Pem [J Top 10 Countries Account For 90% of 
• Japan • Rwanda 

• Malaysia • South Africa OCEANIA Production 

• Turkey • Tanzania 
Vietnam • Uganda • Australia [J The Largest Producer Is India • 

• Zimbabwe • PapuaNewG 

4.3 TEA PROCESSING METHODS 

Tea can be classified according to the country of origin, the size of the processed leaf and more 

specifically, by the type of manufacturing process followed (Jhawar R.S 2000). The three 

major categories resulting from different manufacturing processes are Black Tea, Green Tea & 

Oolong tea. While Black Tea is widely used in India, Green Tea is popular in China, Japan & 

Taiwan. Small quantities of green tea and Oolong are also produced in India & Sri Lanka. 

4.3.1 A. Blacl{ Tea 

By far the most popular among three varieties is Black Tea The manufacturing process 

includes two basic methods- "Orthodox" & "CTC" (Crush, Tear & Curl). All Black Teas, 

including CTC & Orthodox undergo some processing methods. 

(i) Plucking & Leaf Collection - Plucking should be of a fine standard and uniform for 

. all bushes. Two leaves and a bud or three leaves and a bud must be taken. The 

shoots should not be damaged during plucking. After plucking the leaves should be 

weighed. (Photo 4.1) 
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Photo 4.1: Plucking at Mohurgong and Gulma Tea Estate 

(ii) Withering - A process to reduce the moisture content and allow some chemical changes to 

take place in the green leaf by passing warm dry air over the tea leaves for about 18-24 hours. 

Fresh leaf sample should be spread uniformly on the withering trough. The thickness of spread 

varies according to the degree of\\~ ther required, expected night weather. (Photo 4.2, 4.3) 

Photo 4.2: Withering Trough 
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Photo 4.3: Trough House 

(iii) Rolling - For orthodox type of tea, the leaves are then rolled in a machine that nvists and 

breaks the leaves to release the natural chemicals that later react with oxygen in the air and 

gi ve the tea its characteristic aroma and taste. (Photo 4.5) 

For the "CTC" types, the leaves are passed through a CTC machine which crushes and 

breaks the leaves. (Photo 4.4) 

Photo 4.4: C.T.C. Machine 
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Photo 4.5: Goghi 

(iv) Oxidation- The leaves are then exposed to the atmosphere and allowed to oxidize, ' vhen a 

series of chemical reactions take place. This produces the strength, colour & aroma associated 

with Black. (Photo 4.6) 

Photo 4.6: C. F. M 

Duration of Fermentation: Orthodox- 3 hrs including rolling time. 

C.T.C - 1 hr 40mins - 2 hrs including rolling time. 
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Table 4.3 Orthodox Method 

60 min roll in 4 rolls of 15 min each as follows 

1 '1 roll: 5 min = No Pressure 

10 min = Heavy Pressure 

2nd roll: 5 min = No Pressure (Ball Break) 

5 min = Light Pressure 

5 min = Heavy Pressure 

3rd roll: 5min = No Pressure (Ball Break) 

5 min = Light Pressure 

5 min = Heavy Pressure 

41
h roll : 5 min = No pressure (Ball Break) 

5 min = Light Pressure 

5 min = Heavy Pressure 

(v) Firing or Drying - The process of oxidation is stopped at the required level by a process 

called ' firing' in hot air dryers. The leaves are allowed to retain 3% moisture. (Photo 4.7) 

Optimum firing temperature and time: 

Orthodox: 6 1°-68° C (180°- 200° F) for 40°-50°mins . 

C.T.C: 68°-71 ° C (200°- 210° C) for 20°- 30°mins. 

Photo 4. 7: Drier 
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(Yi) Sorting- The dried lea Yes are then sorted according to size, thereby forming various grades 

- BOP (Broken Orange Pekoe), BP ( Broken Pekoe). Dust etc. (Photo 4 8. 4 9) 

Photo ~.8: Various Grades of Tea 

Photo ~.9: Smiing 

B. Gr-een Tea 

The plucked young tea shoots of the tea plant (Camellia Sinesis) are the ra\\. materials for 

production of black tea as \\'ell as green tea. In this method of processing of green tea e\·ery 

precaution is taken for retaining the green colour and the chemical make up of the tea leaf. 
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Photo 4.10: Green Tea Boiler 

But in the manufacture of black tea, conditions are regulated to encourage the change of 

colour of the leaf to blackish brown, which results in the desired chemical changes of the leaf 

substances. Irrespective of the method employed, the ideal starting material for production of 

high quality green tea is the tender leaves and buds freshly plucked from tea bushes of the 

China type, botanically known as Camellia Sinesis. The fresh green appearance of made tea, 

desired by the Japanese consumers can be achieved only if pure China Jat leaf is used. Assam 

Jat leaf always tends to give a brownish product. So production of high quality green tea calls 

for adoption of scrupulous care in the plucking of leaf and its transport to the factory. 

The method of manufacturing green tea can broadly be classified under two distinct heads 

namely the Japanese method and the Chinese method. The manufacturing steps which the leaf 

undergoes in the two methods are shown below. (Table 4.4) 
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Table 4.4 Process of green tea 

Japanese Method Chinese Method 

t ~ 
Steaming Primary Panning 

~ ~ 
Cooling Rolling 

~ 
Rolling-Drying Rotary Panning 

Rolling Final Panning 

t 
Twisting Shorting and Polishing 

t 
Final Drying 

t 
"Re-manufacture" 

The details of the steps involved in the Japanese Method are described below: 

(a) Steaming- Steaming machines of different designs are in use. One of the popular types of a 

Photo 4.11: G•·een Tea Roller 
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cylindrical drum about 2 mete_rs iri length and 1 meter in diameter placed in a slightly inclined 

position. Freshly plucked leaved are fed through the upper end and the steani.ed leaf is 

discharged from the other end. Steam under slightly elevated pressure around (1.5 kg/ cm2) is 

injected into th~ drum at the feed end. The passage of leaf through the steaming drum is so 

regulated that the leaf is in contact with steam for at least two minutes. (Photo 4.11) 

(b) Cooling....:. After steaming, the leaf should be spread in a thin layer and cooled by fan as 

early as possible. This also helps in draining away a greater par} of the surplus moisture 

acquired from condensed steam. 

(c) Rolling-drying- The equipment consists of a rotating wooden box with arrangements for 

heating by oil or gas burners. Through the centre ·of the drum runs a rotating shaft to which 

forks are attached. The shaft and the drum rotates in opposite directions, the r.p.m's being 40 

and 28 respectively (Photo 4.10). The exhaust temperature ofthe hot air is kept at about 55°C. 

The leaf is held in the rolling drier for about half an hour during which it undergoes partial 

drying and partial rolling. The loss in weight reaches about 48%. 

(d) Rolling- rolling of the partially dried leaf is done in orthodox type rollers. The rolling time 

is usually short being around 5 minutes comprising 3 minutes light pressur-e rolling followed 

by 2 minutes rolling without pressure. 

(e) Rotary drying- After passing through the rolling machine the leaf is fed into the rotary 

drier which is a horizontally rotating drum through which hot air is blown. A further reduction 

in the moisture content takes place in the rotary drier and in about half an hour the material is 

ready for treatment in a twisting machine. The temperature of the product as it is discharged 

from the rotary drier is aroqnd 45°. 

(f) Twisting - The objective of this operation is to give the product a flattened and polished 

appearance rather than to give it a "twist". The job is accomplished by a series of complicated 

movement of the various parts of the twisting machine. The rolled and partially dried material 

is rubbed against a hot plate which gibes the product a flat, smooth and silky texture. The plate 

is heated either by electricity or charcoal fire and is maintained at around 90°C. 

(g) Final drying -This is carried out in an endless chain drier at a temperature around 60°. 

Drying is completed in about 20 - 256 minutes and the moisture content of the product is 

around 3 -4 percent. 

(h) 'Re- manufacture' - The bulk tea is 'refired' and re manufactured at the factories of 

blenders and packers. The process involves (i) re-drying of the bulk tea (ii) separation of stalks 

and fibers, (iii) cutting and (iv) sifting. 
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Chinese-Method 

The sequence of the steps in a typicaL Chinese Method of manuf<tcturing of green tea and the 

equipment employed for the purpose are as follows: 

(a) Primary Panning- The equipment consists of a cast iron pan, turning forks, steel sheet 

cover, steel fr~e with gears and pulleys, and a furnace built of bricks. 

The pan is heated to 280° using wood or coal as fuel. Green leaf is put in it and held in the 

pan for about 10 minutes to destroy the oxidizing enzymes. When the decrease in weight due · 

to drying is about 35° the leaves are taken out quickly from the pan. ~. 

(b) Rolling- Conventional rollers are used. Rolling is done for 15 minutes using pressure. 

(c) Rotary Panning- After passing through the rolling machine the leaf is fed into the rotary 

pan in which hot air is blown. The pan is heated either by electricity or by charcoal or 

firewood. 

(d) Final Panning - The pan fired product is reported to be of better quality then the steam 

cured product. The dried material is put in the pan for final panning. 

(e) Shorting and Polishing- The dried material is improved by polishing with soapstone of 

French chalk (Subramanium 1995). Besides polishing the, Chinese type of green tea it is 

usually coloured with indigo. 

0 FLOW SHEET FOR C. T. C. MANUFACTURE IN THE STUDY AREA 

TEA SHOOTS 

PLUCKING 

WITHERING 

ROTORVANE 

CTC l 51 cut CTC 2nd cut CTC 3rd cut 
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C. OOLONG TEA PROCESSING 

Oolong tea is often called semi- fermented or semi-oxidized tea The time of piaking is crucial 

for oolong tea- the leaves should be neither too young, nor too mature. 

(i) Processing - Immediately after plucking, the tea leaves are allowed to wilt for four to five 

hours in direct _sunlight or in warm air inside the factory to remove some of the moisture 

content. The leaves are then rolled and allowed to react with oxygen in the air. The colour of 

the leaves changes to reddish brown and gives a fragrance. 

(ii) Drying - The processed leaf is heated to stop oxidation and allow,ed to retain 3% moisture 

content. 

This method is not practiced in the study area. This is an obsolete method of processing 

which has been absolutely abolished. Formerly it was most common in China, Japan and few 

other countries. 

4.4 TEA PROCESSING METHODS OF THE STUDY AREA 

All the 42 tea gardens of the study area have their own factory. CTC as well as green tea is 

produced in these gardens. It has been revealed from study that mostly the gardens concentrate 

on CTC. Withering arrangements were found satisfactory in most of the tea gardens except few 

which reported inadequate space and inadequate number of withering troughs. . Floor 

fermentation is also done some gardens. In Taipoo tea estate the monorail system is in 

operation in order to optimize the quantum of femwnting per unit time as also to eliminate the 

ideal time in the process. Some other has also adopted this system. This system reduces the 

cost of manufacture. The CFM is also used in many of the tea gardens. This is a machine 

which overcomes the drawbacks of the existing fermenting machines. In this particular 

machine the peaking of leaf temperature takes place on the belt circuit while cooling of leaf 

starts as the same enters the tray circuit. Kiran Chandra, Mohurgong and Gulma, New 

Chumpta and many more use this machine for fermentation. 

The CTC process usually followed by the gardens in this area is shown below: 

Plucking ----)- Withering ----)- Rotorvane ----)- CTC 1st Cut ----)- CTC 2nd Cut ----)- CTC 3rd Cut --)

Googhi ----)- Fermentation----)- Drying----)- Fiber Extraction- Grading 

After passing through the fiber extractor different sizes .of meshes are arranged this gives 

the different grades of tea. (Table 4.5) 
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Table 4.5: Size of Meshes-

Mesh No. Grade 

Above 8 Katthi Mal 

Below8 and above 10 BOP (L) 

Below 10 and above 12 BOP 

Below 12 and above 14 BOP (Sm) 

Below 14 and above 20 BP 
,. 

Below 20 and above 24 OF 

Below 24 and above 30 PD 

Below 30 and above 40 D 

Below 40 CD 

After the grading is completed plywood chests are generally used in these gardens to pack 

teas. High quality jute bags with thin polythene inside are also used to pack teas. 

4.5 MARKETING OF TEA 

Tea being an essential commodity in our country, the Government of India is arDcious to ensure 

that this beverage is available to the common man at reasonable prices, and thereby keeps a 

close watch and monitors the movements of the prices of tea To regulate production and 

marketing of tea, we have the Tea· Act, 1953 and the Tea (Marketing) Control order, 1984. 

These are monitored by the Tea Board of India. 

The government also encourages export of Tea to earn valuable foreign exchange for the 

country and at the same time supports the sale of tea in consumer packs to ensure the 

availability of branded quality tea to our consumers, both urban & rural. 

About 25% of the Tea produced in the country is exported and the balance is sold in the 

Indian Market Under the Marketing Control Order, 75% of the tea produced by any 

manufacturer is required to be sold through public auctions in India after excluding exports and 

the tea sold in packets. Of the tea consumed ·in the country, approximately 40% is sold in 

packets and the balance in loose form 

As tea is of many varieties and produced by large establishments as well as small holdings 

scattered all over, the auction system is used to market these areas. These Auction Centers are 
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independent-bodies set up un~er the· authority of the Tea Board of India, and I!as 
. . . 

- representatives from the Government, tea producers, buyers & brokers. There are authorized 

-Brokers who conduct the Auctions at the Auction Center~. Teas area dispatched from various 

gardens to authorized warehouses for sale through these Auction Centers; (table 4.6) the 

Brokers catalog~e the teas received, distribute the sample to all buyers, evaluate the quality and 

worth by tasting, and conduct the sale on an appointed day at each centre. In India Auction 

Centers are located at Guwahati, kolkata, Siliguri, Cochin, Coonoor, Coimbatore and Amritsar. 

Some of the Auction Centers overseas include Colombo (Sri Lanka) and Mombassa (Kenya). 

Tea bought at :the auction is then transported to the various packeteers, blenders, 

wholesalers and retailers in the country. Teas ~e also sold by private contracts and transferred 

directly from the tea gardens to the wholesalers or. retailers in various parts of the country. 

Some of the major authorized auctioneers in India include J. Thomas, Carrit Moran, and 

Contemporary etc. Information collected from tea estates revealed that an average of more than 

75 percent of the teas produced was sold through auctions at Siliguri and Calcutta (:fi.g-4.3). 

The remaining quantity was sold by way of private sales for domestic market at Jalpaiguri and 

Binnaguri. A negligible quantity was sold by direct export. 

Table 4.6 Primary Marketing of Tea during 1992 - 94 

Year Sold through Indian Auction Other Modes Over all sale 

Kolkata Siligmi Total (%) 

1992 11.28 74.62 85.90 14.10 100 

1993 11.38 75.03 86.41 13.59 100 

1994 10.69 74.98 85.67 14.33 100 

Average of3 11.15 74.87 85.08 14.02 100 
years 

A number of agencies are thus involved in the supply chain ensuring that tea is linked from its 

place of manufacture to the end consumers. These include transporters, warehouse-keepers, 

tasters, blenders, auctioneers, wholesalers, retailers, packeteers, as well as, speciality and hot

tea shops where one could go and have a cup of freshly made brew be it a small wayside tea 

shop or a luxurious 5 star hotel. 
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Tea is an international commodity widely traded all over the world, and its prices are 

determined to a large extent by the forces of supply and demand. It is seen that any surplus or 

any shortage in world production affects price movements. When prices tend to go up in the 

World markets, the Government of India steps in for stricter monitoring. We have seen .. 
instances in the past when the Government has imposed restrictions on exports. On such 

occasions when priceshave risen alarmingly, the industry of its own has also come forward by 

offering tea in consumer packs at reasonable prices to the consumers in various parts of the 

country so that the brew is affordable in all homes. 

In the current scenario, more producers are laying emphasis on brand building and are 

directly marketing their own brands, in consumer packs. This provides better access to the 

consumer and also provides a stable and sustained margin throughout the year; thus insulating 

the commodity from market forces and volatile price movements. The packets also ensure 

quality to the consumer. 

4.6 COST OF PRODUCTION 

According to Dr. F. Raharnan, renowned tea expert, cost of production per hecta:r:e varies 

within a narrow margin of Rs. 93,000 to Rs. 121,000, while productivity per hectare varies 

from less than 1000 per kg to more than 3000 per kg. Cost per kg of made tea varies from Rs. 

43 to Rs.83. Major components of cost as percentage of garden cost are labour 57 - 70 %, 

·power & fuel 10 - 16 %, fertilizers & pesticides? - 11 %, manufacturing & packing 11 - 19 %. 

The cost of production is very high in India as furnished below: 
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- Table 4.7 Cost of Production 

-Countr-y India _ - S1ilanka Kenya Vietnam Malawi Bangladesh Indonesia 

Rs/Kg 74.27 56.39 53.18 41.09 38.50 28.00 26.59 

(Ganguly, T. (2004) Cup of Tears, The week Feb 15, 2004) 

80 

70 

60 

50 

40 

30 

20 

10 

0~----~----~------~----~----~------~-----f 
India Srilanka Kenya Vietnam Malawi Bangladesh Indonesia 

1~ Cost of Production 1-

Fig 4.4 

A conspicuous picture about proportion of cost involvement in each it~m in a tea garden

(Sarkar 2003) has been presented which is followed by distribution ofmandays on an ave.rage. 

Table 4.8 Proportion of cost investment in a tea garden 

Items of Expenditure Proportion of different items of expenditure to total 
cost of production per kg of made tea. 

1. Establishment at garden 7.4 

2. Cultivation 12.2 

3. Plucking 9.2 

4. Manufacturing 13.0 

5. Maintenance & Repairs 7.6 

6. Packing 7.6 

7. Freight & Transport 2.1 

8. Duties & Taxes 2.4 

9. General Charges 21.0 

10. Office Expenses 12.2 

11. Selling Expenses 5.3 
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-Table 4.9 Distribution ofMandays 

Field Plucking Manuring Weeding Irrigation Disease Pest Pruning Others 
operations Control Control 
Percentage 52.7 2.0 4.8 1.0 1.4 3.2 4.5 30.4 
of total 
man days 

Factory Withering Rolling Fermentation Drying Weighing Packing . Others 
OJ)erations I Sorting I 

Cutting 
Percentage 18.1 18.4 12.5 12.8 9.4 .. 7 .. 8 21.0 . , 
of total 
man days 

(Courtesy: Sarkar, A R. (2003) Tea Economics Part- I, The Assam Preview& Tea News vol. 

92 No. 8 Oct 2004) 

4.7 COST REDUCTION 

Dr. Salwa Lubnan Dalimoenthe, a Tea Scientist from the Research Institute for Tea & 

Cinchona, Bandung Indonesia has shmvn that shear or machine could increase plucking 

potential without hampering health of tea bushes. Shear plucker potential is 1. 7 times and 

machine plucker potential is 5. 73 times more compared to hand plucking. 

Table 4.10 Classification of tea garden and their percentage, to auction sale average 
(CTC) for Sale from Sale: 01' 2003to Sale: 31' 2003 

Range% Category No. of Tea gardens Percentage to total 

<40 Very Low 1 2.70 

40-50 Low 18 48.64 

50-60 Moderate 14 37.84 

60-70 High 2 5.41 

>70 Very High 2 5.41 
37 100.00 

* 5 Gardens not applicable 
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Comparative study showing aucti?n sale average (CTC) 

49% 

Fig 4.5 
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It has been noticed frorntable 4.10 that mostly the gardens sell their tea throu~ auction. 

New Chumpta has got an average price of Rs. 81.85 which is considered to be the highest 

Sayedabad has got an average of about Rs. 43.79 which was the lowest price in 2003. Under 

the low to very low category there are 19 gardens. As a result of poor management gardens are 

being unable to maintain their consistency in quality which is creating 3J.1 effect on price. 

About 14 gardens come under the Moderate category. Gardens like Hansqua and" New 

Chumpta occupies a prominent in the study area and has maintained high price since last few 

years. The study reveals that improved parameters and proper management have helped them 

to maintain their quality. Good quality control helps them to maintain their price. Gardens like 

Merry View, Bengdubi sells green leaf to neighbouring garden. They don't go for own 

production. Sachindra Chandra goes exclusively for private sale. 

Table 4.11 Classification of tea gardens and their percentage to auction sale average 
(Dust) from 01' 2003 To Sale 31' 2003 

Range% Category No. of Tea Gardens Percentage to Total 

<45 Very Low 1 2.56 
45-55 Low 24 61.54 
55-65 Moderate 10 25.64 
65-75 High 2 5.13 
>75 Very High 2 5.13 

39 100.00 

* 3 Gardens not applicable 
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Conipar'ative study showing auction sale average (Dust) 
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It has been from revealed from table 4.4 observed that 25 tea gardens come under the low 

to very low category which constitutes 64.1 %to total. In 2003 Hansqua Tea Garden has got 

the highest dust price ofRs. 72.87~ followed by New Chumpta an average ofRs. 71.98. These 

two gardens have also got highest CTC prices. Number of gardens under high to very. high 
' category is very low, which constitutes I 0.26 % under the moderate category there l;lfe 10 

gardens. 

It shows that these gardens are unable to get good dust prices due to lack of proper 

management. They are not being able to produce good dust grades as a result they are not 

getting good prices. The study reveals that on the basis of demand CTC prices are always 

higher compared to dust. 

4.8 STUDYING THE IMPORT- EXPORT MARKET 

The CIS countries, Pakistan, the U.K., Egypt and the U. S. A together accounts for half of the 

world's total imports. International bench marking and branding have suddenly become assets. 

It has been predicted that in a few years', four or five brands will dominate the Indian market 

and smaller brands will be acquired by larger companies. It is the packet tea segment which is 

becoming popular and HLL has already captured 32 percent of this. Tata Tea Ltd. has its sights 

on a 21 percent share. Tea bags and value added tea occupy the market. This is growing as the 

Indian consumers become more sophisticated and quality conscious. 

With the Free Trade Agreement among the SAARC countries, coming into effect, and 

further removal of all quantitative restrictions on the import of tea into India, the tea markets 
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have becon:e much more· competitive as the cost of imported- teas will be ,;ery low. There is 

also a possibility of a bilateral arrangement between India and Egypt to neutralize the duty 

advantage being enjoyed by the African tea producing countries. The import of tea also 

hampers Indian standards. Tea which is brought is for blending and re - export, is not always -

of good quality.and hurts the image of Indian tea in the International market. Now the Tea 

Board of India has taken a decision, to monitor and inspect all imports to maintain standards, 

and has also declared that teas that do not conform to the quality standards will not be 

imported. ,.· ., 

As per study done by International Consultants, Indian 
production has been rising while domestic consumption as 

well as exports have been stagnating 

Tea Demand & S u p ply - 1 9 9 5 - 2 0 0 0 
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Fig 4.7 

Tea consumption not e".'pected to revive in the medium term 
• Penetration levels of tea already high~ 77% 
• illcreased competition from other beverages 
• Further, export vohunes have also stagnated in the past two years 
- Fallen at a CAGR of 1% since 1998 ' 

4.8.1 DEMAND SUPPLY SCENARIO 

• Tea production in 
h1dia is growing at a 
CAGR of 1.8% over 
the period 1995 -
2000 

• Though production 
has increased, 
domestic 
consumption has not 
kept pace._ ' 

• Consmnption growth 
over the same period 

Indian tea production during Jan-Nov 2004 (table 4.12), however, has been lower by 4.5% yoy 

at 773mn kg. Production has been lower in both the northern (4.3% yoy) as well as southern 

(5.3% yoy) regions. On the other hand, exports have increased by 1.7% yoy to 155.9mn kg 

during the period, thus creating a demand supply mismatch and pushing up domestic prices 

(Fig 4.2). Domestic prices (Kolkata auctions) for the year have increased by 17.5% yoy to 

Rs74.9 per kg from Rs63.7 per kg in 2003. 

[ 92] 



Table 4.12: Indian- tea production & exports 

(Mn kg) Jan-Nov04 Jan-Nov03 YOY% 

Production Expm1s Production . Exports Production Exp011s 

North India 604 70.0 631 82.8 (4.3) (15.5) 

South India 170 85.9 179 70.5 (5.3) 21.8 

All India 773 155.9 810 153.3 (4.5) 1.7 

Source: Indian Tea Association 

According to Mr. C.K Dhanuka, Eastern Regional Chairman of FICCI, Indian tea exports 

for 2004 are likely to increase to 190rnn kg from 173mn kg in 2003 while, tea imports are 

expected to increase to 20rnn kg as agaim?t 7rnn kg in the last year. Domestic tea producti?n for 

the year is likely to fall by 27rnn kg to 830rnn kg. 

4.8.2 EXPORTS 

India is the largest producer of tea and ranks fourth in terms of total tea exporters in the world. 

Tea exports declined by 13.9% yoy to 173mn kg in 2003 due to drastic fall in shipments to Iraq 

under the "oil for food" program and weak demand from Russia, UAE and UK. Indian exports .. 
rose by 8.3% yoy during Jan-Oct 2004 to 143mn kg because of resurgence in exports to Iraq 

however, in value terms exports declined by 1.8% yoy to Rs124rnn. Kenya too has emerged as 

a significant importer from India 

Table 4.13: Tea exports from India 

Countiies Jan-Oct04 Jan-Oct03 Inc/Dec 
(mn kg) (Rs/kg) (mn kg) (Rs/kg) (mn kg) 

Russia 28.3 63.8 34.8 64.6 (6.48) 
Kazakistan 7.1 98.6 10.6 92.9 (3.46) 
Total CIS 36.6 70.5 47.1 71.3 (10.55) 
UK 13.9 94.5 16.7 88.6 (2.85) 
Netherlands 2.4 114.2 2.6 131.9 (0.16) 
Germany 3.9 202.5 4.5 213.0 (0.58) 
Poland 4.3 68.3 4.5 53.2 (0.22) 
USA 5.4 138.2 7.1 136.8 (1.78) 

UAE 18.1 106.2 18.6 118.9 (0.53) 
Iran 2.1 105.8 1.0 60.3 1.11 
Iraq 20.7 52.1 5.0 62.9 15.74 
Saudi Arabia 0.6. 101.4 0.9 84.4 (0.32) 
ARE 0.1 34.0 0.0 84.5 0.09 
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Turkey -- 1.2 49.0 0.2 121.1 
Afghanistan 2.1 53.5 2.2 . 51.8 
Kenya 9.5 45.8 2.1 40.8 

Japan 2.7 238.4 2.3 211.6 
Pakistan 3.1 43.7 3.8 43.2 
Others 16.5 13.3 

Total Exports 143 86 132 95 

Source: Indian Tea Association 

Graphical Representation showing Tea Exports (Jan,- Oct- 04) 
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Graphical Representation showing Tea Exports (Jan- Oct- 03) 
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However, India's export share t~ three biggest international tea markets- Russia, UK and 

Pakistan has been on a decline. Sri Lanka and Kenya have been eating into India's market 

share. 

4.8.3 IMPORTS 
. -

Tea imports into India jumped to 26mn kg during Jan-Oct '04 from 7.7mn kg in Jan-Oct 03, 

due to domestic production shortfall and higher export demand. A major part of imports of 

15.3mn kg has come from Vietnam in the current year. (Table 4.14) .. · 

Tabel4.14: Tea Imports into India 

Countiies Jan-Oct04 
.. --· -.• .. 

( mn k~) (Rs/k~) 

Indonesia 3.0 57.4 
:B.~p~i ...... . . ····--·------···· .. 

2.9 58.8 
····-···-··-········'.·· -···· 

:sri Lanka 0.3 94.3 
·- . ~ -~-· ... ' .. __ ,' 

·:Vietnam 15.3 31.3 
..... 

~e!lx~. 2.7 82.4 
.. ... 

' Others 1.8 146.6 

Total 26.0 45.0 

Jan-Oct 03 

(mn k~) (~s/}{g) 

2.5 56.8 
1.8 53.1 
0.4. 

0.7 
.,.,..,._,.,- .. -

1.0 

1.4 

7.7 

94.9 

32.7 
83.0 

131.7 

60.2 

Inc/Dec 

(~nkg) 

0.5 

1.1 
........... ······-········ 

(0.1) 

14.6 
1.8 

0.4 
18.3 

Graphical Representation showing Tea Imports (Jan- Oct '04) 
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Graphic1d Representation showing Tea ~mports (Jan- Oct '03) 
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4.8.4 STAGNATING EXPORTS 

Rl Quantity 

o Price 

India's share has continuously declined in the global tea export market in-spite of a steady 

increase in production. It is not at all a healthy sign that India's export figures are stagnating 

· while the global market in tea is expanding. In 1951, India produced a record 870 m. kg and 

exported just 210m. During 1999, India was able to export only 192m. kg with an aggregate 

value of 19 bn, as opposed to 806 m. kg of total production volume. In 2000, the tea export 

volume touched 201 m. kg with. a total domestic production of 846 m. kg. In 2001, tea 

production has surpassed 855 m. kg. The m~or exporters of tea in terms of volume, supplying 

around 78 percent of the world's imports, have been Srilanka, Kenya, China, India and 

Indonesia. Srilanka is now the leading exporter followed by Kenya. There are also younger 

rivals like Argentina, Uganda, Turkey and Vietnam waiting in the wings. 

The Indian share of world production of tea has fallen from about 42 percent in 1951 to 28 

percent today; percentage share is declining but in terms of volume it remains at 200 m. kg. Its 

share of world exports fell from 45 percent in 1951 to 33 percent in 1970, and is 28 percent 

today. 

4.9 TEA PRICES 
I 

In the last few months, prices have started declining at Colombo and Kolkata auctions while; 

prices at Mombassa auctions have registered an increase. However, on yoy basis, tea prices at 
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. Colombo and-Kofkata auctions have risen by- 20.2% yoy and 26.2% yoy ~espectively while, tea 

prices at Mombassa auctions have declined by 7.2% yoy. The world average tea prices have 

increased by 10-13% yoy during Dec'04 and Jan'05. fu February 2005, tea prices at Kolkata 

auctions have firmed up by 2-3%. 

4.10 FINANCE IN TEA INDUSTRY 

As in the case of other industries, the requirements of finance for the tea industry may be 

broadly grouped under long term and short term requirements. Long term finance is required 

for extension or maintenance of planted areas, manufacturing facilities, power generation, 

transport, and housing and welfare measures for the employees. Short term finance is required 

for carrying day to day operations. 

The source of finance can be either internal or external. Internal finance comes from 

retained post tax profits and depreciation on fixed assets. Borrowing from banks, financial 

institutes and other bodies form the sources of external finance. External· finance can be 

classified into long term and short term finance. 

Apart from the capital markets and commercial banks long term external finance is 

available mainly from financial institutions. In addition to Tea Board, the National Bank for 

Agriculture and Rural Development (NABARD) is the major source of long term finante for 

the industry. The capital base of tea industry has been smaller than other industries. 

Consequently, the industry has not been able to raise a significant part of the required resources 

through Capital Markets in the form of shares and debentures. The finance is given in the form 

of cash credit, packing credit and bill discount facilities. Banks such as State Bank of India 

Central Bank of India, UCO Bank, Vijaya bank, Punjab National Bank and Bank of Baroda 

provide external finance to the tea gardens. 

CONCLUSION 

Tea is perhaps the oldest known, most widely used and least expensive beverage. It is 

consumed by millions of people all over the world and is the most common beverage in Asia 

and the Far East. It is an awesome task to deliver about 2600 million Kg tea produced annually 

in 30 odd countries to the million of consumers all over the world while keeping the freshness 

and quality intact. Several factors discussed in the Chapter are involved in each stage of 

cultivation, manufacturing, storing, packaging, transportation, selling, buying and finally 

reaching to the consumers. 
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It has been reveah~d :!;Tom study that the fortunes of tea industry are cyclical. In a span of 5 

years one/two years are good, one/two years are bad and the balance is average. it depends on 

the rate of yield. If yield rate and cost of sale is high then the year may be called good. In the 

reverse case the yield rate being low, the year is termed bad. In good years the industry may 

not need -a significant amount of bank finance, but in the lean years the requirements of 

borrowing may be substantial. 

The wide-ranging and significant contributions that the tea industry makes, which has been 

examined in the foregoing pages, to the gross domestic product, to e;X;ports, to the provision of 

mass employment, to the economic and social development of the state in which it operates, 

gives it a strong claim for development by our planners, policy- makers, and administrators. 

In today's global village, information technology is one of the primary conduits for the 

promo:tion and, sale of tea. Online auctions and trading are major marketing tools. Net hai 

discovered new tea markets. has spread· tea information to consumers and has also increased 

distribution. A new dimension has thus been added by e-commerce and the Internets to the tea 

industry. 

The Baglas of Hanuman Tea have introduced www.teaauction.com, and are confident of 
. 

becoming global players. Satyam Infoway Ltd. India's premier Internet and e-CO!IlJllerce 
' solution provider, has also launched www.teawebex.com The portal is the first site to offer 

digital catalogues with valuation, the latest selling price of tea, news and market reports, and 

comprehensive information about the industry. 

After a thorough discussion about the production, marketing etc it is essential to study the 

demographic characteristics of the tea gardens in the next chapter. 
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