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INTRODUCTION

1, the Chairman, Estimates Committee, having been authorised by the
Committee to submit the Report on thcir behalf, present this Eighteenth
Report on the Ministry of Foreign Trade-Tea Board.

2. The Committee took cvidence of the represcntatives of the Ministry
of Foreign Trade and the Tea Board at their sittings held on the 6th and
7th January, 1972. The Committee wish to express their thanks to the
Secretary/Additional Secretary, Ministry of Foreign Trade; the Chairman,
Tea Board and other officers of the Ministry of Foreign Trade and Tea
Board for placing before them the material and information which they
desired in connection with the examination of the subject and for giving
evidence before the Committee.

3. The Committee also wish to express their thanks to the Indian Tea
Association, Calcutta and the United Planters’ Association of Southern
India, Coonoor for furnishing Memoranda to the Committee and also for
giving evidence and making valuable suggestions.

4. The Committee also wish to express their thanks to all the Associa-
tions who furnished memoranda on the subject to the Committee.

5. The Report was considered and adopted by the Committee on the
19th April, 1972.

6. A statement giving the analysis of recommendations contained in
the Report is appended to the Report (Appendix IV).

KAMAL NATH TEWARI
Chairman
' Estimates Committee
NEw DELHI;
April 22, 1972
Vaisakha 2, 1894 (Saka)
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CHAPTER I
INTRODUCTORY

A. General

Tea is an important article of international commercc and holds thc pride
of place in India’s foreign trade. The quantity exported during the vear
1971 was 212.6 million kgs. valued at 160.3 crores of Rupees. Among the
principal tea producing countries of the world, India occupies the first place
both in acreage and production- It produces approximately 39 per cent of
the total world production of tea. The total area under tea cultivation as
on 3Ist March, 1970 was 354,153 hectares. The total production of tea
in India during the year 1970 was about 421.8 million kgs.

B. Constitution of Tea Board

1.2. Government of India started to take interest in propaganda for tea
from the year 1903 when after repcated representations from the tea interests,
it enacted the Indian Tea Cess Act, 1903 under which a levy was improved
on tea exported from the country for the purpose of promotional activities
both in India and abroad. Under the Act, a statutory Tea Cess Committee
was constituted to administer the funds collected from the levy. The Com-
mittec consisted of representatives of the tea industry including the Chamber
of Commerce. In 1937, the name of the Committce was changed to the
Indian Tca Market Expansion Board.

1.3. In pursuance of the International Tea Agreement of 1933, to which
India was a signatory, a separate body called the Indian Tea Licensing
Committec was also set up by Government to regulate the planting of tea in
the country. This Act of 1933 was later replaced by the Indian Tea Control
Act, 1938 when the second international Tea Agreement was signed.

1.4. In view of the importance of the tea industry to the national
economy Government cnacted the Central Tea Board Act, 1949 soon after
indepandence and set up a body, under its own control, for the development
of the tea industry. It was thus that the Central Tea Board came into
existence replacing the Indian Tea Market Expansion Board.

1.5. In 1953, both the Central Tea Board Act, 1949 and the Indian Tea
Control Act, 1938 were replaced and the Tea Act, 1953 was cnacted in
Parliament “to provide for the control by the Union of the tca industry,
including the control, in pursuance of the International Agreement then in
force, of the cultivation of tea in, and of the export of tea from India and
for that purpose to establish a Tea Board and levy was changed to that
of excisc duty on tea produced in the country. The Tea Act, 1953 came
into force on the 1st April, 1954 and the Tea Board was formally inaugu-
rated on the 3rd April, 1954,

1.6. The Tea Board took over the functions of propaganda and its
related activities together with control over cultivation and export of tea,
formerly handled by two separate organisations viz. the Central Tea Board
and thc Indian Tea Licensing Committee.
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C. Functions

1.7. Statutory functions of the Tea Board are laid down in scction 10 of
the Tea Act, 1953 which reads as follows :—

“10. Functions of the Baard.—(1) It shall be the duty of thec Board
to promote, by such measures as it thinks fit, the development of
the teca industry under the control of the Central Government.

2. Without prejudice to the generality of the provisions of sub-section
(1), the measures refered to therein may provide for

(a) regulating the production and extent of cultivation of tea;
(b) improving the quality of tea;

(c) promoting co-operative efforts among growers and manu-
lacturers of tea;

(d) undertaking, assisting or encouraging scientific, technological
and economic research and maintaining or assisting in the
maintenance of demonstration farms and manulecturing
stations;

(¢ assisting in the control of insects and other pests and diseases
affecting tea;

(f} regulating the sale and export of tea;

{¢) training in tea tasting and fixing grade standards of tea;

(h) increasing the consumption in India and elsewhere of tea
and carrying on propaganda for that purpose;

(i: registering and licensing of manufacturers, brokers, tea waste
dealers and persons engaged in the business of blending tea;

(j) improving the marketing of tea in India and elscwhere.

(k) collecting statistics from growers, manufacturers, dealers
and such other persons as may be prescribed on any matter
relating to the tea industry; the publication of statistics so
collected or portions thereof or extracts therefrom;

(1) securing better working conditions and the provisiong and
improvement of amenities and incentives for workers;

(m) such other matters as may be prescribed.

3. The Board shall perform functions under this section in accordance
with and subject to such rules as may be made by the Central
Government.”

1.8. Regarding objects and functions of the Tea Board, it has been stated
that the emphasis is cn the devclopment of tea industry, increase in produc-
tion and enlargement of experts with a view to earning larger amount of
foreign cxchanee for the country.
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1.9. Asked how far those objectives had been realised, the Secretary,
_Ministry of Foreign Trade, stated :

“There are three functions mentioned here. This is looked after by
three schemes of financial assistance- The tea machinery and
irrigation equipment hire purchase scheme was introduced in
1960- It has helped the industry to get machines in order to
modernise its method of production. As a result of this, we are
now in a position to offer a wide variety of tea which no other
country can rival. We havc particularly introduced this CTC
type of tea as a result of assistance that has been provided under
the tea machinery and irrigation cquipment hire purchase scheme.
(2) The tea plantation finance scheme. This was introduced in
1962. It helped the undertaking of new extension, replacement
and replanting with high yield planting material. (3) Third is
the replanting subsidy scheme which was introduced in  1968.
The idea is to give a subsidy, because the cost of replanting is
high and to enable the tea industry to replant the old bushes
which ought to be replaced by new material so that production
and quality can improve. This has been introduced for the
devclopment of tea industry for increasing its production and for
the enlargement of the export.”

1.10. The Committece have been informed during evidence that the Tea
Bouid had tried to develop the export of green tea, instant tea and the
packet tea.

1.11. When asked what further steps were proposed to be taken to
achicve the objectives mentioned above, the representative of the Ministry
0! Foreign Trade stated :

“It is very difficult to make a competitive assessment of how far we
have succceded in the aims that we have set before ourselves.
But the fact remains that wherever a need was felt for assisting
the industry to improve its production or its export potential, the
Board has provided that assistance.”

1.12. In rcgard to Tea Board discharging the functions of a specialised
agency which was concerned with the prospects of the tea trade as a whole,
the Chairman, Tca Board, stated :—

“We can and we do consider all aspects of tea at the meetings of the
Tea Board. These subjects are either brought up by members
of the Tea Board or are referred to us by the Government for
discussion at the meeting of the Tea Board, or the Chairman may
himself put up these ideas before the Board for discussion. All
these three thines happen. Perhaps the impression has gained
ground that the Tea Board does not discuss matters of policy. 1
can quote a number of examples where this has happened.”

D. Tea Corporation

1.13. A'public sector corporation has been formed to market packed tea
beth inside the country and abroad. The company, called the Tea Trading
Corporation of India, was registered in Calcutta on 26th December, 1971.
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is to increase the share of packed tea

The main object of the new compamymore profit in packed tea than in bulk

in India’s total tca exports as there is
sale.

1.14. Out of India’s total tea exports worth Rs. 149 crores 1n 1970 tl;c
value of tea exported in consumer packs (i.e. less than one Kg.) wa‘s on);
Rs. 3.6 crores. Thus ked tea accounted for only about 2.4 per ccnt 0
the total exports. Besides marketing packed tea, the Corporation will try to
market tea in other forms, such as blended instant~and gx'-lgﬁn tcc)a. S:r(\iyta‘ijﬁ

in the overall increase of foreign exchange earnings. e compan
sggﬁ l::‘sttal‘):lish its own blending and packaging units at selected places both

in India and abroad.

1.15. The new Corporation has an authorised capital of Rs. 5 crores and
a paid-up capital for the present of Rs. 25 lakhs.

1.16. Regarding the role of the Tea Corporation, a representative of a
Tea Association stated that the Corporation should first develop and get
business in the less traditional markets where there was not fierce competition
and then it could enter the sophisticated markets for sale of packaged tea in
collaboration with packers or through other outlets,

1.17. When asked whether Tea Board could not do marketing in tea
and what was the necessity for a separate Corporation, the representative of
the Tca Association stated :

“Already we feel that it has too many activities. 1If it is to be purely
an advisory body which conveys the national requirements to the
industry and with its technical knowledge, takes the industry’s
problems to Government so as to formulate Government policy
in the interests of the country, then it should concentrate on that
and be divorced from trying to sell packaged tea, financing etc.,
this is what the Tea Board was intended for, and this is what it
should concentrate on.”

1.18. In this connection, the representative of the Ministry of Foreign
Trade stated :

“Tea Board has regulatory functions. It is not organised for com-
mercial work. Tea Corporation will look into aspects like
blending, purchase, packaging, etc. managing some plantations
etc. if need be.”

1.19. When asked whether tea promotion work would be done by the-
Tea Board and the trading in tea would be done by the newly set up
Corporation, the Secretary, Ministry of Foreign Trade, stated :

“This Corporation would be in the market; buying tea, blending them,
packaging them; exporting them and if they come up with a
brand name, it is for them to do the propaganda for their own
brand just as others are doing. The Tea Board is interested in
Tea promotion work, and is primarily responsible for the tea
development. If it goes into this aspect also, then it might get
into difficulty with tea estates. It might be accused of partiality.
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It might get into other difficultics. So, for this commercial part
it is better to havc another separate organisation because Tca
Bozrd is involved in the development of tea in all estates, giving
them loans, subsidies, etc.”

1.20. When asked whether the Tea Corporation would not encroach
upon the authority of the Tea Board, the representative of the Ministry ol
Foreign Trade stated :

“As far as the Tea Corparation is concerned, it is in the same position
as any exporter today, that is, Liptons, Brooke Bond or the other
people who export tea to other countries. The Tea Board is
incharge of export promotion or exports but the Tea Board does
not cntrench the area of functioning of these individual exporters.
Similarly the Tea Corporation will be an individual exporter;
there should be no conflict or any clash in the jurisdiction of the
Tea Corporation and the Tea Board.”

1.21, The Committee feel that there is scope for the Tea Board to
transform itself into a highly specialised technical agency looking after the
development of the tea industry in all its aspects and to concentrate more
on its statutory functions viz. development of the tea industry, improving

the quality of tea, and enlargement of exports.

1.22. The Committee note that the Tea Board has regulatory functions
and is not organised for commercial work. The Tea Trading Corporation
will, however, be in the market buying tea, blending it, packaging it, export-
ing it and if it comes up with a brand name it will do the propaganda for
their own brand just as others are doing. The Committee further notc (hat
the Tea Trading Corporation would be in the same position as any exporter
today like Liptons, Brooke Bond or others who export tea.

1.23. The Committee hope that the Tea Trading Corporation will con-
centrate in developing larger export in less traditional markets and simulta-
neously enter the sophisticated markets for sale of packaged and instamt tea.



CHAPTER 11

ORGANISATION OF TEA BOARD
A. General
Tea Board is a corporate body and consists of chairman and members
not exceeding 40 to be appointed by Government represemmg —
(a) owners of tea estates and gardens and growers of tea;
(b) persons employed in tea estates and gardens;
(c) manufacturers of tea;
(d) dealers including both exporters and internal tea traders;
(e) consumers;
(f) Parliament;
(g) the Governments of the principal tea growing States; and

(h) such other persons or class of persons who, in the opinion of
the Central Government, ought to be representcd on the Board.

B. Offices of Tea Board

2.2. The Head Office of the Tea Board is at Calcutta and there are 11
Regional/Sub-regional offices in India located at New Delhi, Palampur,
Bombay, Cochin, Coonoor, Madras, Kottayam, Siliguri, Jorhat, Tezpur
and Silchar. The Tea Board has also established 5 offices abroad which
are presently located at London, Brussels, Cairo, Sydney and New York.

2.3. The total strength of the staff as on 31.3.1971 employed by the
Tea Board is 858, the break-up of which is given below :

Category Strength
Class 1 35
Class 11 12
Class 111 526
Class 1V 285

ToTAL : __2‘358

C. Committees of Tea Board

2.4, For proper discharge of its functions, the Board is assistcd by the
following Standing/A4d-hoc Committees and Panels.

(i) Executive Committee

2.5. The Executive Committee discharges its functions subject to the
direction and control of the Board. All policy cases and matters involving
financial expenditure in excess of Rs. one lakh in India on any one item



(other than those relating to tea promotion) are routed through the Exe-
cutive Committee before being placed before the Board.

(ii) Export Promotion Committee

2.6. The function of this Committee is to formulate and execute policies
relating to tea promotion within India and abroad and to exercise all the
executive and financial powers of the Board in respect of matters relating
to tea promotion subject to overall control of the Board. This is a specially

powered body to help speedy action for export promotion.

2.7. In order to have a close and adequate appreciation of the inci-
dence of tea consumption in the world markets and to formulate promotional
policies, the Export Promotion Committee is assisted by six ad hoc Study
Groups called Regional Panels consisting of export representatives of the
tea industry and trade. These Panels estimate the requirements of each
group of countries in the respective regions, study specific proposals of
promotion and tender advice to the Export Promotion Committee,

(iii) Labour Welfare Committee

2.8. This Committee formulates overall programme of labour welfare
ensuring that funds available are utilised for urgent needs not governed by
the statutory obligations of tea garden owners. It also lays down the
guiding principles for grant of financial assistance for the implementation

of various welfare schemes.
(iv) Licensing Committees

2.9. There are two Licensing Committees one for North India and the
other for South India. These Committees exercise control over tea culti-
vation; cxtension of tea areas on virgin soil in replacement of old areas;
recording changes in ownership of tea estates and exercising control over
export of tea and tea seeds.

(v) Ad hoc Tea Research Liaison Committee

2.10. This Committee advises the Board regarding formulation of
schemes for research on tea and allocation of funds for financing various

research projects.
(vi) Ad hoc Committee on Tea Development

2.11. The functions of this Committee are as follows :

(a) to draw up schemes for development of and assistance to the
tea industry, to improve the production and quality of manu-
facture of tea:

(b) to consider problems relating to small growers and cooperative
factories;

(c) to review the working of various development schemes includ-
ing plantation, loans and tea machinery and irrigation equip-
ment hire purchase loans;



(d) to inquite into the quality of tea chests and their components,
drawing up and enforcement of 1.S.L specifications and sup-
plies of tea chest fittings complaints of Importers, conditions of
storage -and- movement of chests.

{e) to consider standards relating to tea;

(f) to consider developments regarding palletisation and contain-
erisation,

2.12. The representative of the Ministry of Foreign Trade informed the
«Committec that Rule 12 of the Tca Rules prescribed for the forngtion.of
five standing committees namely the Executive Commitice, the Licensing
Committee for North India, the Licensing Committee for South India, the
Export Promotion Committee and Labour Welfare Committee. As that
particular rule made no provision for a standing Committece for tea. deve-
lopment an ad hoc Committee on Tea Development had been constituted.
Similarly another ad hoc Committee had been constituted to deal with tea
research liaison work. The Committee were also informed that coordina-
uon was achieved by appointing the Chairman, Tea Board, as the Chair-
man of all these Committees except for the Licensing Committee for South
India.

2.13. When asked why the relevant rule could not be amended so as to
nave standing Committees for “tea development” and “tea research” which
were important subjects, the Chairman, Tea Board, stated :

“Under the rules, on the standing committees, only a member of
the Tea Board can be a member. There are occasions as in the case
of research where we wish to associate eminent men in the research
line also to come and advise us, and that is possible under the rule only
it we have an ad hoc committee where we can have outsiders also,
specialists in the field; and that is the reason why we have not made
any recommendation that these should be converted .into standing
committees.”

2.14. In regard to Export Promotion Committee consisting mainly of
persons who were interested in their own trade and was not truly represen-
tative of all the interests represented on the Tea Board, the representative
of the Ministry of Foreign Trade stated : '

“I think it is a very useful suggestion and we will certainly
request the Chairman to make a note of jt and to bring it to the notice
of the Board also so that in future selections of the Committees, there
may be true representation of most of thc interests.”

2.15. The Committee note that Rule 12 of Tea Rules prescribes for the
formation of five Standing Committees, As that particular rule made no
provision for Standing Committees for Tea Development and Tea Research
Ad hoc Committees on Tea Development and Tea Research had been con:
stituted. The Committee have been informed fhat those ad hoc Committees
could not be converted into Standing Committees as under the rules only a
Member of the Tea Board can be a member of the Standing Comnmittee.
Slnce_ there may be occasions when Tea Boasd would wish to invite eminent
‘men in the research line also to come and advise them, the Committee suggest



that provision may be made in the rules o permit persons who bave an exper-
tise and who are intimately connected with the Tea Industry to serve on these
Standing Comumitfees as associate members. For this purpose Rule 12 of
the Tea Rules and, if necessary, Tea Act, 1953, may be suitably amended,"

~ The Commmeewould also urge that it should be invariably ensured that
various interests represented on the Tea Board are also represented on the
Standing Committees.”

D. Reorganisation

2.16. The Borooah Committee had recommended that membership of
the Tea Board should be reduced from 40 to 30. It also recommended
that members appointed by Government should be persons of high standing
in the fields of industry and trade. Public men who are genuinely interested
in the good and well-being of the tea industry should also be nominated
besides representatives of the Governments of the principal tea growing
States.

2.17. The representative of the Tea Association stated that the Tea
Board was unwieldy in its present composition and there was need to have
its functions streamlined. It was also pointed out that Tea Board should
be a highly technical body which should effectively advise on matters of
policy. A lot of unwieldiness arose from the financing activities of the Tea
Board and this was the area from which the Tea Board could withdraw
itself.

2.18. On the question of reorganisation of the Tea Board, the represen-
tative of the Tca Association stated that Tea Board was always responsive
to the problems of the tea industry but there was one difficulty that the
Tea  Board was charged with all sorts of responsibilities without having
enough. autonomy to exercise authority to discharge those responsibilities
properly. The witness added : “If the responsibility is greater than the
authority, then you cannot discharge that responsibility satisfactorily.” The
witness further stated that on many matters the Tea Board was subordinate
to other branches of Government. Even when the Tea Board aware of a
problem facing the tea industry their say did not carry much weight and the
“final say” vested in some other authority which was so remote from the
tea industry that it did not possess the necessary knowledge and background
of that problem. The result was that no decision was taken to solve that
problem.

2.19. The Committee werc also informed that there were frequent
changes in the personnel of the Tea Board. As the tea industry required
technical knowledge, the effect of frequent changes in its personnel was that
“continuity and technical knowledge” was Yacking.

2.20. Regarding the technical advisers for the Tea Board, it was stated :

“If you arc to attract competent technical advisers, their remunera-
tion should be commensurate with those of the industry for which they
are working. Otherwise, you will only get those who are not considered
worthwhile by the industry.” .

2.21. Referring to the recommendations of the Borooah Committee that

membership of the Tea Board should be reduced from 40 to 30, the repre-
sentative of the Ministry of Foreign Trade stated that the recommendation
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was carefully considered by an inter-Ministerial Committee in the Govern--
ment which came to the conclusion that as adequate representation had to
be given to various interests e.g. tea estates, labour, consumers of tea, Mem-
bers of Parliament and the State Governments where tea was grown, it
would be difficult to reduce the membership of the Board from 40 to 30.
He further stated that “in view of these practical considerations, it was felt
that the Board may continue its present shape so that all the interests may
be adequately represented.”

The witness further stated :

“While it may be true that it is a large body and a large body really
cannot be so effective, but the major part of the work is done in the
Committees which are smaller where all the issues are considered and
examined threadbare.”

2.22. Regarding the criterion of selection of members, the representative
of the Ministry stated that a panel of names was obtained from the producers
and traders’ Associations and Government made the selection from that
panel. “The criterion for the selection is status and the position and
influence of the man in the trade or among the tea estate owners. While
making selection Government also keeps in mind that the persons selected
are really able to devote their time and will be able to find time to attend
the meetings. ..... the State Governments of course nominate their own
representatives.”

2.23. On the question that the Tea Board should enjoy greater auto-
nomy, the Chairman, Tea Board, stated :

*“So far as the three development schemes are concerned, the whole
execution is vested with the Tea Board. We make no reference to
Government for approval of individual proposals. We have to go to
the Government for any change in the quantum of subsidy or loan or
things like that. Once these are sanctioned by the Government, the Tea
Board deals with individual cases exclusively.”

2.24. In reply to a specific question whether the recommendations of the
Tea Board were mandatory or recommendatory, the witness stated that
“Government is not bound to accept the recommendations in rot0.”

2d25. In this connection, the Secretary, Ministry of Foreign Trade
stated :

“Sometimes the Board is consulted as to whether there are any
possibilities of modifications. The Government have of course, the
inherent right to modify the recommendations or to reject them if they
do not agrec. But rejection is very rare.”

2.26. Asked whether the Tea Board which had been entrusted with the
task of looking after the tea industry, should merely be a “recommendatory
body” and whether it deserves to be made more autonomous, the Secretary,
Ministry of Foreign Trade, stated :

“Within its own sphere of work, the Board is autonomous. But
when it comes to the Government for provision of funds, then the



1

Government have to consider to what extent those funds are needed and
it is only in respect of those things, ‘they come to us........But in its
disbursement, the Board is autonomous.”

2.27. In reply to a quzstion whether the Tea Board could be asked by
Government to implement a scheme with which thc Tea Board might not
be in agreement, the represcntative of the Ministry of Foreign Trade
stated :

“That is not a correct appraisal of the situation. There have been
no instance where Government have thought quite contrary to what the
Tea Board has thought.”

2.28. When asked why Government was exercising so much control
over the Tea Board cven in respect of loans which ‘were repayable to
Government, the rcpresentative of the Ministry of Foreign Trade stated :

“The Government provides loaa to the Tea Board. We initially
settle on the sum that the Governsment must make available to the Tea
Board for its working and once that amount is settled and it is made
available to the Board, then the Government:do not come into the picture
at all.” . °

2.29. Asked why the Tea Board should at all depend on the Govern-
ment for financial allocations to meet its budget requirement and whether a
cess should not be levied on the tea industry to raise enough funds so as to
make the industry quite independent of the Government, the representative
of the Ministry of Foreign Trade stated :

“Therce is already o cess.  The-cess collected is about Rs. 160 lakhs
o year whereas the requirements arc of the order of Rs. 220 lakhs. .. ..
The best way of ensuring financial autonomy is ensuring that its total
budget is met be it Rs, 220 lakbs, 180 lukhs or a few thousands, from
its own resources without depending on Government too much. If such
a study is made, it would be seen that the Tea Board is autonomous in
a very truc sense because it is only for a small fraction of the total
budget that it has to come to the Government.”

2.30. On the question of general policy matlers like export of tea, mar-
keting and sales promotion, etc. the Committce desired to know what
exactly were the areas of authority of the Government vis-a-vis the Tea
Board. The representative of the Ministry of Forcign Trade stated :

“Therc are certain forums where Government takes a decision and
certain forums where the Tea Board takes a decision. 1 imagine that in
the matter of generic promotion and publicity of tea as a drink, it may
possibly bc that the Tea Board makes the arrangements in consultation
with the Government.”

2.31. 1In this connection, the Chairman, Tea Board, stated :

“So far as generic promotion is concerned, our participation has to
be with the approval of the Government. We make the recommenda-
tions and the Government generally approve. In so far as the Food and
Agriculture Organisation is concerned, it is Government that is repre-
sented on it and sometimes the Chairman, Tea Board, may act as leader

2—61LSS/72
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with the approval of the Government. In so far as the bilateral trade

agreements are concerned, the jurisdiction is that of thebecgov:sru";:ﬁ‘f;
Sometimcs we may be consulted; sometimes we may not .

2.32. The Committee enquired whether it was a fact that the Ceylon
Propaganda Board had much more autonomy than the Tea Board in India.
The representative of the Ministry of Foreign Trade stated that comparison
of the Tea Board in India with the Ceylon Tea Propaganda Board was not
apt. It was stated that a distinction should be made betwecen the functions
of the Tea Board and those of Ceylon Tea Propaganda Board. The Ceylon
Tea Propaganda Board was only concerned with the promotion of tea
abroad while Tea Board in India had a much wider range of functions. Tea
Board was responsible for the development of tea industry in India whereas
the Ceylon Propaganda Board had no responsibility whatsoever for tea
development in Ceylon.

2.33. The Committee were informed that the term of the Chairman was
3 years and for the Deputy Chairman there was no fixed term. The present
Chairman and Deputy Chairman had been in the Tea Board for the last one
and a half year. It was further stated that the term of the Chairman was
being made “a little more flexible” so that he could remain in office for a
minimum period of 3 years and a maximum period of 5 years.

2.34. When asked whether there had been frequent changes in the
Chairmanship during the last S5 years, the representative of the Ministry of
Foreign Trade stated : ‘

“I admit there have becn changes in the past five years rather fre-
quently—3 changes ...... We will try to see that in future the Chairman
stays there at least for a longer period.”

E. Delegation of Powers

2.35. The representative of the Ministry of Foreign Trade informed the
Committee that thcre were certain restrictions on the powers of the Chairman
in the matter of spending moncy abroad. The witness added :—

“We are considering to what extent more autonomy can be given to
him. For instance, under the rules, he cannot secnd people abroad with-
out getting permission of Government. Wec arc considering  whether
some part of that authority may not be delegated to him. The rules
might have to be modified.”

2.36. The Committee are of the view that the total strength of the Tea
Board is not so important a factor as the actual functioning of the Board and
its Committees. In order that the Tea Indusiry, which earns substantial
foreign exchange for the country, should progress rapidly, the Tea Board
will have to energize its various Committees by associating representatives
of the tea inductry and delegating them with more powers. The standing
committees of the Tca Board should be auihorised to decide ordinary cases
and it should be only in exceptional cases that any ma(ter may be referred
to the Tea Bnard as a whole for decision. This will obviously result in
quicker decisions on various matters.”

2.37. The Committee would suggest that the Tea Board should be made
as autonomous as possible within the framework provided by the Tea Act
so that it has not to approach the Ministry for approval of small matters.
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It should be only on major policy issues that it may have to go to the Ministry
for approval and even in the framing and recommending of the policy, the
initiative should largely vest in the Tea Board.

2.38. The Committee are of the view that in order that the Board can
serve the needs of the Tea Industry and solve its multifarious problems quickly
and with understanding, it should be staffed with properly qualified technical
officers. The Committee further suggest that Government should examine
whether the existing scales of pay of the Technical staff employed by the
Tea Board are adequate enough and whether there is any need to free the
scales of technical officers from government scales in order to attract the best

talent to serve with the Tea Board.

2.39. The Committee note that there have been frequent changes in the
Chairmanship of the Board and durlag a period of 5 years, 3 Chairmen were
appointed. The Committee also noie that steps are being taken now by the
Ministrzlto ensure that the Chnirman of the Board would stay for a longer
period in future,

2.40. The Committee would like to stress that in the interest of efficiency,
it is not only necessary that the head of the organisation should not be dis-
turbed too often but the same rule should equally, be applied to other tech-
nical staff of the Tea Board as frequent changes are detrimental to the
development of the Tea Indus'ry.

2.41. The Committee note that Government are contemplating to dele-
date larger powers to the Chairman, Tea Board in the matter of scnding
persons abroad for the promotion of tea. The Committee would like the
decision in the matter to be expedited so that it can be given effect (0 without
delay in the interest of intensifying export promotion.



CHAPTER I

PRODUCTION OF TEA
A. World Demand

The position of world supply and demand for tea from 1964 to 1970 is
given below :— ‘

1964 1965 1966 1967 1968 1969 1970 % increase
) in 1970 over 1969

(Figures in Millioa Kg.)

Total by 792 8l0 825 826 8‘74 869 903 484
" supp ) o
Total v, . . . 796 804, 831840, &% 860 p95 1400
absorption t
Excess — 4 16 —6 —l14 420 +9 §s D i

sups)ly ovcr absorpuo.n

'___.\D

~ It VATt be séen that the'pap - &tww: worm upply and dbaotpuon 1s
graduallv on the decreasc e S

B, Tea Cult'iv_ation_,'af C

(i) Area under tea

3.2. The total area under tea cultivation in all the 'States in India as on
31st March, 1970 was 854,153 hectares. The following table shows the
‘areas under tea cultivation in 1965 and 1970 in different zones with the
percentage increase or decrease :—-

Area in hectures on 3lst March

Zone 1965 1970 Per-
centage
increase/
decrease
Total North India . . . . . . 266,823 280,126 () 449
Total South India . . . . . 74,939 74,007 (—) 12
Darjeeling . . . . . . 18,381 18,067 (—) 17
Uttar Pradesh . . . . . 1,972 1,903 (-—) 35
Kangra . . . . . . 3,763 3,763 No

change
Mandi . . . . . . 420 420 No

change

It will be seen that the area under tea cultivation increased in North
India while it had decreased in South India, Darjeeling and U.P. *Inm
Kangra and Mandi, the area remained constant during the last 5 yecars.

(ii) Land for Tea Estates

3.3. The representative of a tea growers association stated that in order
to bring more areas under tea cultivation a proper survey of land should
*At the time of factual verification Ministry of Foreign Trade have stated that the area

under tea cultivation in Kangra in 1970 was 4,183 hoctares resulting in an increase
of 1.6 pareent.

14
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be made to find out which were the best arcas from the point of agro-climatic
conditions. All this required very careful planning which had not been done
for the industry on a wide scale. When asked about the reaction of State
Governments on the question of land for tea estates, the witness explaincd
that each State had its own land policy and the tea planters had to adjust
themselves according to the policy followed by each State. 1t was also
stated that several representations had been made to the Central Government
regarding devclopmental needs of tea estates but those represeatations had
not received the attention which they deserved. It was suggested by him
that the Central Government should take the initiative in the matter.

3.4, The Committee desired to know as to how the land required by a
particular tea garden should be determined. Owing to great pressure on
land for agricultural purposes, the tea gardens would have to justify their
requirements of land for their scientific development. The representative
of a Tea Association stated :—

“Considering the requirements of land for having a viable unit, these
areas will have to be worked out. If a tea estate is already so small
that it is not viable, then its requirements of extra land may be more.
So it is difficult to generalise on this matter. But a certain land should
be kept, and that should be only the genuine minimum. We should not
seek to sit on land which we cannot utilise, when there is pressure on
land. No general formula is applicable to all cases. What really needs
to be done is that the needs of cvery tea estate according to its particular
circumstances need to be looked into, so that the owner of the tea estate
does not seek to retain land just for the sake of retaining it.”

3.5. Ceiling on land being a State subject, the Committee desired to
know as to how it would affect the tea estates if any ceiling was fixed by
the State Governments. The representative of a tea growers Association
stated that there was no ceiling applied to planted arca in the South, When
asked whether it would be feasible to break up larger units into smaller units
say of 20 acres cach, which could form cooperatives for processing of tea

leaves, the witness stated :—

“Fragmentation of an estatc into small units is not in the national
interest.”

It was also stated by him that the yield of tea was much higher in the
larege holdings than in the small holdings. The difference in yield was so
wide that fragmentation of holdings would simply destroy the tca industry.

3.6. Asked what percentage of land in a tca estatc should be allowed
to bz retained as reserve land for its devclopment, the witness stated that
at least 20 per cent of the acreage should be allowed for that purpose. That
certain tea estates had land in cxcess of their requircments while others did
not possess any reserve land at all, the witness agreed that the tea estates
which had excess of land should be asked to surrender the surplus and the
tea estates which had no reserve of land should get an opportunity of pur-
chasing it from other tea estates which had surplus land.

3.7. The Ministry of Foreign Trade had stated that “the Tea Board has
no programme of undertaking any survey of virgin lands suitable for tca
growing in collaboration with State Governments at present, as extension of
tea in new areas does not appear to necd immediate priority.”
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3.8. During evidence when the Committee desired to know the reasons
for the above decision it was stated by the representative of the Ministry of
Foreign Trade that the expert opinion was that by pruning, replanting of new
bushes and cutting down the spacing between the rows in the Tea Gardens
the yield could be doubled from the existing lands. As such, “If the poten-
tiality is of that kind, the nced for surveying fresh land to be brought under
tea plantation does not seem to be so urgent.”

3.9. Explaining as to how far ceiling on land imposed by the State
Governments would affect the tea plantations, the representative of the
Ministry of Foreign Trade stated :—

“This question of ceiling poses a very real problem. We made re-
presentations to the Assam Government that in their Agricultural Hold-
ings Act or whatever Act they pass placing a ceiling on land they should
take into account the special needs of the tca estates. In the tea estates
they have considerable areas which arc not under plantations, but which
are nceded for other ancillary purposcs of the tea estates.  So, we have
been able to persuade them that as long as the tea estates have an area
of one-third of which is planted, under actual tea cultivation, they should
allow them to retain the other two-thirds for their use. To that extent
the Assam Govcrnment have agrecd and 1 believe in the rules they are
making provision for that. If that is so, the difficulty might be surmount-
ed with regard to the applicability of the ceilings to the tea cstates.”

3.10. Regarding tea plantations in West Bengal, the position was ex-
plained thus :—

“There it is not so much a question of ceiling as of land lease. Under
the terms of the lease the West Bengal Government were entitled to in-
crease the rent. They have increased it very substantially and insisted
that this be made applicable from 1955 with retrospective eflect. With
the present paying capacity of the tca estates they will not be able to
meet this demand. I belicve some kind of compromise is being reached
under which they will pay for the current year plus one ycar in arrcars
until all the arrears have been paid up.”

3.11. The Chairman, Tea Board, stated in this conncction :—

“While this is a major issue agitating thc minds of the producers in
West Bengal, they also have some misgivings about the application of the
ceiling Act. This matter was raised in the last meeting of the Tea Board.
My enquiries and meetings with the previous Chief Minister, Governor
and Commissioner suggest that the ceilings rules are operated in a
manner which is causing no hardship, while thc industry says that it is
causing hardship. 1 have asked the industry to give me particular cases
where hardship has been caused so that I may take up the matter with
the Governor, Chief Secretary or the Commissioncr concerned. But the
more pressing problem agitating the tca gardens is thc enhancement in
the lease money with retrospective effect from 1955.”

3.12. The Committee note that while the area under tea cultivation re-
mained unchanged in Kangra and Mandi and increased in North
India at the rate of 4.9 per cent during the period 1965—70, it registered a
decrease of 1.2 per cent during the same period in South India, 1.7 per cent
in Darjeeling and 3.5 per cent in Uttar Pradesh. It is noticed that the Tea
Board has no programme of undertaking any survey of virgin lands suitable
for tea growing in collaboration with the State Governments. The reasons
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given by the Ministry of Foreign Trade for this lack of p mme is that
the yield could be doubled from the existing lands by reso; to pruning,
replanting of new bushes and cutting down the spacing between the rows in
the tea gardens, There is another opinion that by reducing the space between
two rows of bushes in a garden, there may be an immediate increase in yield
of tea by increasing the total number of bushes in the garden but it might
ultimately affect the productivity on account of poor nutrition of the tea
bushes from the soil. These arguments are not conclusive as these results
have not been supported and established by scien.ific experiments. As such,
research should be carried out in greater depth to establish that cutting down
the space between rows in a garden would not affect the yield of existing
bushes in the long run,

3.13. In any case, a prospective long term plan of production of tea and
the additional area required should be drawn up before all the virgin lands
suitabe for tea growimg are released for other purposes.

3.14. The Committee note that the ceiling on land may not be uniform
in the whole couniry as this is a State subject. The Committee would, how-
ever, suggest that the Central Government should take up this matter with
State Governments so that permission may be given to tea estales to retain
some reserve lands for future developmen!. Again those tea estates which
have too much of surplus land should be uaded in the national interest
to surrender the surplus land for being utilised for development by adjoining
tea estates which might be hardpressed for land. These are issues which are
vital for the future growth of the tea industry in India and unless these are
tackled by the Central Government through discussion with all the tea pro-
ducing States, the production of tea might be affected in the years {0 come.

3.15. The Committee note tha: in West Bengal the rents have been
increased with retrospective effect from 1955 with the result that the tea
estates are finding it difficult (o pay the lease money. The Committee would
suggest that the Ministry of Foreign Trade should spare no pains in securing
the scttlemen! of such disputes by negotiating with the State Governmenis
keeping in view the interests of the téa industry as a whole,

C. Production
(i) Tea

3.16. Under the Fourth Five Ycar Plan ending 1973-74, Government
of India have fixed a production target of 460 million kgs. and an export
target of 225 million kgs. for the tea industry. The following tables show
the actual production from 1968 to 1970 and estimated production against
the Fourth Five Year Plan,

1. Production of tea in India
(Unit=:million Kgs.)

1968  %to 1969 %t0 1970 % to

total total total
North India 3053 7584 2976 7577 23197 71579
South India . 972 2416 960 2423  102-1 2421

Total . . .  402-5 10000 3936 10000 4218 10000
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ll. Estimated production on the basis of the Fourth Five Year Plan Target
' (Unit=million Kg.)

1971 %o 1972 %to 1973 %to

total total total

North India . . 324 75 334 7408 U5 7500
South India . . 108 25 12 2512 115 25.00
Total . . . 432 100 446 10000 460 10000

3.17. It has been stated that the outstanding feature of the year 1970
was the record crop harvested both in North India and South India. Produc-
tion in North-East India in 1970 was higher by 22.1 m. kgs., compared to
1969, while in South India production was up by 6.1 m, kgs. compared to
the previous year. The total harvest in 1970 almost tallied with the produc-
tion target fixed for the year. The target for production of tea laid down
in the Fourth Five Year Plan is 460 m. kgs. On the basis of the present
level of production as well as various measures adopted by the Board to in-
crease production of tea, it is expected that the estimated production envisag-
ed in the Fourth Five Year Plan will be achieved.

(ii) Growth rate of production and Internal Consumption

3.18. The following table shows the estimates of the consumption in
India by Marketing Research Corporation of India and Indian Tea
Association :—

(In million Kg.)

Year MRC—1 ITA
cstimates (Lamond

Report)
1970-71 . . . . . . . 220 2253
1971-72 . . . . . . . 234 2373
1972.73 . . . . . . . 248 2493
1973-74 . . . . . . . . 263 261-3
1974-75 . . . . . . . 279 2733
1975-76 . . . . . . . . 296 2853
1976-77 . . . . R . . . 314 297 -3
1977-78 . . . . . . . . 334 3093
1978-79 . . . . . . . . 355 3214
1979-80 . . . . . . . . 377 3334
1980-81 . . . . . . . . 400 3454

6:22°;

Compound rate of growth

4-1%

3.19. It has been stated that “the consumption growth figure which
appears most suitable as a norm for the seventies is 6.2 per cent per annum
somewhat between the long-term rate of growth of 4.2 per cent and the very
short period rate of growth from 1968 to 1970 of 8 per cent per annum™.

3.20. The representative of a tca association informed the Committee
that according to their assessment consumption of tea in India was increasing
at the annual rate of 5 per cent and unlcss the growth ratc of production
increased from 2 per cent to 3 per cent, there would not be enough tca for
cxports. 1f production of tea was not increascd, then cither the internal
consumption would have to be curbed or therc would be loss in forcign ex-
change by decline in exports. The witness added that in the case of wheat
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if any high yielding variety was sown, the higher yicld was achieved during
the same year. But in the case of tea, production could not be stepped up
suddenly. The quickest method of increasing production of tea was to put
new areas under tca plantations utilising thc new varicties of tca which had
been developed after ﬁmg research. The ncxt method to increasc production
was by replenishment of the old bushes. The witness added :—

“If we concentrate only on new areas and do nothing about the old
areas, that is also not satisfactory. Fresh planting should go hand in
hand with the removal of the overaged or old bushes.”

3.21. The representative of a growers association stated that a study was
carried out early in 1970 and it was found that the internal consumption of
tea in India was rising at the rate of 6 to 7 per cent while production for
the whole country was rising at the rate of 1.87 per cent per annum which
might be taken as 2 per cent. It was explained that the 6 to 7 per cent rise
in internal consumption was based on 40 per cent of the tea produced in
the country while 2 per cent rise in production was based on the total produc-
tion of tea in the country. It was found that if the trend of increase in
internal consumption continued then by 1981 the country would have no tea
for export. If the export of tea was to continue then the production must
rise roughly at the rate of 4 per cent, The witness added : “If we are to
do that, we have to maintain an investment in the industry which will be
about twice as much as we have been doing in the past. But even if we
could increase production from the existing areas by intensive cultivation
by improving the methods of supervision and field practices by adequate
fertilisation and pest-prevention, we would still find oursclves short of this
4% increase which we are aiming at.”

3.22. The Committee were informed that the best course for increasing
production would be to increase the arca under tea cultivation. It was ex-
plained that somec areas under pressure of agricultural practices would be
“incapable of increasing yields because of soil, terrain and the agro-climatic
conditions in those arcas. Then it will bc wasteful for national rcsources to
be applied to obtain a marginal increase. Therefore, it is better to go into
areas which have better chances of increasing productivity, . . .. .. An ima-
ginative policy of balanced growth i.e. abandoning arcas which have proved
to be unsuitable for tea and encouraging areas which are most suitable for
tca should be attempted.”

3.23. When asked whether internal consumption of tea in India was
likely to go down in view of the competition from othcr beverages, the re-
presentative of the Tea Association stated during cvidence that there was no
such possibility as tca had great advantage of being chcaper than any other
acceptable beverage. A pound of tea leaves could produce 200 cups of tea
and unless the mass of the people in India became affluent to such an cxtent
that the difference in price of tea and othcr beverages was no longer significant
to them, the -average Indian would continue to drink tca,

3.24. In reply to a question whether the consumption of tca in India
was more profitable to the grower rather than its export, the representative
of a Tea Association stated that if the world market was oversupplicd with
tea resulting in fall in prices, it would be more profitable to sell tea in the
internal market which was growing vigorously. It was also stated that the
internal market for tea in India served as a cushion and this advantage was
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not available to other competitors. But a growing internal market presented
another problem, namely, that it would affect the export potential and that
was the main reason why India had to continue to increase production of
tea.

3.25. Assuming that the internal consumption was rising at the rate of
5 per cent and the growth rate of production was 2 per cent, the Committee
wanted to know how this wide gap could be filled. The representative of
a tea association stated that the organised sector of tea industry had the
means and they could certainly fill the gap. When asked about the percen-
tage of the organised sector in tea industry it was statcd that 60 to 7C per
cent comprised the organised sector. The witness, however, stated that pro-
duction was not increasing as fast as it should because of financial difficulties.

3.26. According to Tea Board's Statistics (1970-71) the internal con-
sumption of tea in India has been steadily rising at the rate of about 4%
to 5% per annum. The estimated internal consumption of tea in India for
the last five years is stated to be as follows :—

Year Quantity
(in million Kgs.)

1965-66 . . . . . . . . 1660
1966-67 . . . . . . . . 1842
1967-68 . . . . . . . . 1807
1968-69 . . . . . . . . 185-8
1969-70 . . . . . . . . 203 -3 (Provisional)

3.27. It has been further stated that in order to mcet the increasing
internal demand and yet to make sufficient quantities of tea available for
exports, it is envisaged that a 3% growth rate in production has to be main-
tained,

3.28. Asked what was the present growth rate and what measures were
contemplated to achieve the growth rate of 3 per cent, the representative of
the Ministry of Foreign Trade stated :

“The present rate of growth is about two per cent. The three per
cent rate of growth for the industry as a whole will cover the internal
demand as well as the additional exports that we have in mind, though
the domestic demand may rise at the rate about 4—5 per cent. If we
attain a rate of growth of three per cent we would have no problem.”

3.29. Asked what concrete mcasures were being taken to achieve the
growth rate of 3% in production of tea, the Ministry of Foreign Trade have
stated in their note as follows :—

“The industry itself is constantly taking measurcs to improve its
yield to meet the growing cost of production. The most important of
these is the consolidation of the existing areas under tea by infillings
thereby increasing bush population of the area. Every garden has some
percentage of vacancies in its existing tea areas. These vacancies are
being infilled in right earnest. In the olden days bush spacing of
55" and 44" 4%}’ were common and these gave a population of 1742
and 2150 bushes per acre respectively. As the present day recommenda-
tion is to plant closer at 5'X?2', 4'X2% etc., a large number of gardens
are planting a row of bushes in between the 55’ and 44’ X 44’ areas to
get a spacing of 5" 24’ or 43’ X 2%’ as the case may be and thus increase
the bush population to about 3500 and 4300 per acre respectively. Once
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the bush population increases, production also goes up. This practice
is being adopted by a large section of the industry.

Another step that is being taken is control of weeds by chemicals.
In the past weeds were removed by sickling manually. Sickling could
only be resorted to about thrice in the year if labour was available.
Weedicides like Gramoxone, Simazinc etc, are now being used by tea
gardens which keep a better control of the growth of weeds thereby
allowing the tea bushes greater freedom of growth during thc plucking
season. By this method also the production is being increased consider-
ably.

Research results have shown that incrcased doses of fertiliscrs can
be used for better growth of teu. Higher doses arc being applied by the
industry with improved results. Similarly, the industry is now morc
conscious of using fungicides and pesticides as a prophylactic measure
to avoid damages by pests and diseases which together also assist in
better production. Finally, Research Stations arc making recommenda-
tions in regard to pruning cycles and also the drainage status to tea arcas
to improve production and these are being adopted by the progressive
section of the industry in Earticular. All these combined together arc
assisting the country and the industry to improve production gradually
and achieve the desired growth rate of 3%.”

The Tea Board is also aware of these factors and giving constant
thought to its cxisting development schemes to suit the requirements.
For example, in 1968 acknowledging the fact that 31% ol the total tea
areas in India consist of bushes that have outlived thcir life of economic
existence, it has introduced the Replanting Subsidy Scheme by offering
subsidy as an incentive to rcplant overaged areas. Finding the response
poor, it has introduced amendments to the original schemc from time to
time, to make it more attractive and more practical. The quantum of
subsidy has been increased from Rs. 3,500 per hectare in plains to Rs.
4,000 per hectare and from Rs. 4,500 per hectare in hills to Rs. 5,000
per hectare from 1-1-72 in line with the incrcased cost of planting.
“Replacement” plantings have been allowed so that loss of crop by up-
rooting can be avoided and the industry does not suffer from this aspect.
The age stipulation in tea bushes has also been dispensed with and the
Tea Board will excrcise neccessary checks to ensure that only such of the
bushes as may really need replacement will be pulled out irrespective of
the age.

Similarly, under the plantation finance scheme the quantum of loan,
which was based on cost of planting in 1961-62 when the scheme was
originally introduced has been revised upward on the basis of current
day costs, i.e. from Rs. 7,400 per hectare to Rs. 11,250 per hectare for
gardens in the plains and from Rs. 9,900 per hectare to Rs. 13,750 per
hectare for gardens in the hills from 1-1-72.  Since the new rates arc
in line with the present day costs, it is expected that tca gardens having
lands suitable for tea and desirous of expanding their areas would go in
for more new extension planting which would also help in achieving our
production target,

Under the Hire Purchase Scheme, the latest machinery for manufac-
turing as and when they are introduced are included in thc schedule to
the scheme to enable the industry to obtain the latest and sophisticated
types of machinery to improve the quality of tea.”
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3.30. The Committee no:e that Marketing Research Corporation of India
is of the view that consumption of tea in India will increase at the rate of
6.2 per cent during the Seventies. According to the Tea Board’s own statis-
tics, consumption of tea is increasing at the rate of 4% to S% per annum.

The Commitiee also note that the present growth rate of production is
2 per cent and the Government feel that a three per cent rate of growth for
the industry as a whole will cover the increasing demand of internal consump-
tion and Exports. The Committee would suggest that Government/Tea
Boarg should initiate necessary s.eps forthwith to increase production of tea
so that the increased rate of growth is realised and sufficient tea may be
available both for exports and internal consumption.

(iii) Green Tea

3.31. It has been stated that India produces annually about 5 million
kgs. of green tca. Till 1968, Afghanistan was the principal market for
India’s green tea exports. Since 1968, however, a substantial quantity of
Indian green tea is also being exported to Morocco and smaller quantities to
Japan and the U.S.A.

3.32. It is further stated that Morocco is a large potential market for
green tea. The production of green tea in India is not large and major
portion of the green tea actually produced is not suitable for Morocco.
Necessary machinery for producing green tea suitable for Morocco has now
been installed in one factory in South India. Others have introduced modi-
fications in their process to suit the Morocco rcquirement. It is expected
that it would be possible to produce more tea to cater to Morocco trade
in thc near future,

3.33. Tt has been stated that the type of green tea required by Japan is
different from that produced in India and requires special technique and
equipment. Already a few tea factories have installed Japanese green tea
manufacturing machinery. Some experimental shipments have also been
made and it is hoped that it will soon be possible to produce on a fairly
large scale green tea suitable for export to Japan.

3.34. The following table shows the production of green tea in 1960
and 1970 in certain areas:
(Figures in thousand Kgs.)

District/
S:ates 1960 1970 %
decrease
Uttar Pradesh R . 6R0 4 —99
Kangra Valley . . 8747
517 ~-44
Mandi . . . . . . 65

Tripura . . . . . . 180 104 - .42

3.35. It had been represented to thc Committee that green tea grown
in Kangra is not bcing cxported to Afghanistan duc to closure of land routes
by Pukistan. The Ministry of Foreign Trade have, however, stated that :

“It is not correct that green tea grown in Kangra is not being exported
to Afghanistan due to closure of land route through Pakistan. The
total production of green tea in Kangra Valley including Mandi in 1971
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is about 500 tonnes against a total production of about 5,000 tonnes.
The total quantity of green tea exported to Afghanistan during the last
3 years are as follows:

1969 . . . . . .+ . 2883 tonnes
1970 . . . . . . . 3,132 tonnes
1971 .

2,663 tonnes (Provi:ionaly

From this, it will be sccn that the major portion of green tea exported
to Afghanistan comes from other areas viz. Assam and West Bengal
because the production in Himachal Pradesh is not sufficient to meet the
demand in Afghanistan. As a result of closure of land routc through
Pakistan, teas for Afghanistan are now being exported mostly through
Bombay Port. These teas include green teas produced in Himachal
Pradesh as well.

There is no proposal for giving subsidy on air freight for cxporting
-..green tea to Afghanistan.”
3.36. Asked what steps had been taken by the Tea Board to increase
production of green tea, the representative of the Ministry of Foreign Trade
“The steps that the Board have taken are that they have collected
.Anformation about.the method of manufacturing green. tea from other
countries that manufacture green tea, like China, Formosa and Japan
and have supplied the information to those interested in producing green
tea. They have also put the producers of green tea in touch with the
buyers abroad. They have also adviscd the producecrs about the suitabi-
lity of machines for the manufacture of various types of green tea, They
have also given them the information as to where the machinery is avail-
able and at what price. They have also considered applications for the
import of essential items of machinery for the production of green tea.
The exisc duty on green tea has also becn reduced to a nominal amount
of 10 p. on the recommendations of the Board.”

3.37. When asked what concrete measures had been taken to encourage
tea growers in U.P, and Kangra to grow grecn tea, the representative of the
Ministry further stated :—

“I am told, the green tea is not really any different type of tea than
the ordinary tca that we have. From the same plant, if leaves are
plucked early when they are tender and they arc steamed and dried
quickly, they serve as green tea. If the leaves arc allowed to grow and
they are allowed to ferment, and then they arc steamed and dried, then
it becomes black tea. 1t is really the same bush that can yield green
tea also. Why they have stopped plucking leaves early for purpose of
green tea is because they have some difficulty about marketing and the
quality of the product that they are producing. On this, they have been
given advice how to produce good quality green tea. Some quantity
1s now being produced and is being exported also to Afghanistan which
is a traditional market and to Morocco and Japan.”

3.38. Regarding demand for green tea in foreign countries, the Chairman,
Tea Board, stated:—

“Uptil recently, till 1968, green tea was exported only to Afghanistan,
This tea was got from Himachal Pradesh, in the Kangra area and from
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Dehra Dun. Since then the demand has come from Morocco as also
from Japan. They all require green tea with a difference. The Tea
Board has assisted the concerned and interested parties to import the
know-how and to import the machinery to make the tea for these markets.
What is happening now is that tea is not only being produced in Hima-
chal Pradesh but also in Nilgiris. Green tea is also being produced in
Assam. It is also produced in Ranchi and Dooars and green tea is now
manufactured in all parts of India.

At the moment we are meeting the world demand to the extent of 5
million kgs. Morocco market alone, for instance, requires 15 million
kgs. of green tea. We are discussing this matter with them through our
Embassies and are trying to get a larger share of that market.”

3.39. In reply to a question whether increased exports of green tea would
enable the country to earn more foreign exchange, the representative of the
Ministry of Foreign Trade stated: “I think it is perfectly correct.... It
will be in addition to the black tea that we can export under the quota
system.”

3.40. The Committee are unhappy to note that the production of green
tea in Uttar Pradesh in 1970 was only 4,000 kgs. as against 680,000 kgs.
in 1960 and the decline in production worked out (0 99 per cent. Similarly,
production of green tea declined in Himachal Pradesh and Tripura by 44 per
cent and 42 per cent respectively. The Committee are forced to the con-
clusion that something has gone wrong in the production of green tea in these
areas. They would, therefore, suggest that a team of experts should be
appointed to go into the question why production of green tea has declined
in such alarming proportions and what remedial measures should be taken
to revive its production in these areas.

3.41. The Committee note that India produces annually about 5§ million
kgs. of green tea while Morocco market alone requires 15 million kgs. of
green tea. Japan is also a potential market for the export of green tea. The
Committee also note that India is not producing the type of green tea
required by Japan and Morocco and some factories have now installed
niachinery to manufacture the type of tea preferred by these countries. The
Committee suggest that Government should give the highest priority to equip
more factories with the latest machinery required for the manufacture of
green tea so that expor:s to Morocco and Jupan can be stepped up.

(iv) Instant Tea

. 3.42, The following table shows the quantity of instant tea produced
in India during the pcriod 1966—70 :

Year Quantity

in kgs.
1966 . . . . . . . . . . . . 30,354
1967 . . . . . . . . . . . . 68,876
1968 . . . . . . . . . . . . 89,042
1969 . . . . . . . . . . . . 226,092
1970 . . . . . . . . . . . . . 316,594

i -

3.43. It has been stated that production of instant tea in India is from
green leaf unlike in U.S.A. where it is produced from manufactured black
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tea. At present there are only two factories located at Munnar in Kerala
and Cholady in Tamilnadu, which are producing and exporting instant tea.
The annual installed capacity of these factories is 15,00,000 1bs. and 2,64,000
Ibs. respectively. Both the factories are in the private sector and there is no
proposal for sctting up any instant tea factory in the public sector. The
entire quantity of the current Indian production of instant tea is earmarked
for export.

3.44, It has been further stated that instant tea as at present manufactured
is not comparable in quality to regular tea and it is not likely to gain popu-
larity in a tea producing country like India. Furthermore, a cup of tea made
from instant tea costs more than a cup made from regular tea.

3.45. Tea like coffee is going into the “instant era”. In America
therc is already great demand for instant tea. Asked whether it would be
advisable for India to take up production of instant tea on a large scale, the
representative of a tea association stated:—

“I agree with you entirely. This is a production line that will grow
and eventually may even replace tea as we know it, if it is properly made,
it may be an acceptable drink as near to good tea, as instant coiee is t0
good coffee. With the speeding up of life, people will turn more and
more to it. It is an area in which we could have an advantage.”

3.46. Asked whether the efforts made for production of instant tea were
satisfactory, the representative of the tea association stated “We have not
done enough to exploit this”.

3.47. The Committee were informed that instant tea had been made in
some countries like UK. and U.S.A. from black tea. The process would
be much simpler if instant tea was manufactured straight from the green
leaf in the tea growing areas. The Cadburys were doing it in Uganda where
they were collaborating with the producers. But there was one difficulty
that in North India which accounted for 73 per cent of the total tea pro-
duced in India, there was scasonal production of tea.

. 3.48. As against this, in South India, tca production did not vary
throughout the year and there was a constant supply unlike in the North.
When asked whether the entire tea produced in the South could be turned
into “‘instant tca”, the witness stated that it could be done.

3.49. The Committee were informed that the cost pof instant tea was
higher than that of the black tea. While people abroad were prepared to
pay higher price for this, therc was not much demand for it in India. When
thc Committee pointed out that for selling Indian instant tea abroad it would
be necessary to popularise it in India first, the witness stated:—

“I do subscribe to the vicw that has been expressed. In fact you
must develop internally and create the sophistication required to sell it
abroad.”

3.50. The representative of the Ministry of Foreign Trade stated during
cvidence that two firms had gone into production of “Instant tea”. The
manufacture was based on imported technology. It was stated that the
instant tea produced by those units was not “wholly satisfactory”. The Tea
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Board had been providing financial assistance to Calcutta University and
Central Food Technological Research Institute for research on production of
instant tea. But no method had been developed in India so far.

3.51. The Committee desired to know what steps had bzen taken to
improve the flavour of instant tea so as to increase its export. The repre-
sentative of the Ministry of Foreign Trade stated :-—

“We have not been satisfied with the quality, or the aroma as you
have rightly said. Also, its solubility in cold water. These two defects
are noticecable in the instant tea being produced in  India.  That is
why we commissioned the Calcutta University and the Central Food
Technological Research Institute to takc up research on this so that if
there is improvement in respect of quality and aroma as well as solubility
in cold water, we could find a method that would be more satisfactory
than the one employed at present.”

3.52. The Committee wanted to know why the end-product should not
be of the required quality when the technical know-how: was imported from
abroad. The Chairman, Tea Board, explained:

“The technology available in the world is net yet adequate to pro-
duce the right kind of instant tea. They havc been able to get good
powder but they have not been able to capture the flavour. All the big
companies ‘that arc engaged in the production of instant tea are in
America and in Europe and they are trying hard. Whoever comes out
with the answer first, is going to make a big splash and will be a leader
in the markct. We have imported into India whatever latest technology
was available.”

3.53. When asked whether the instant tea produced in India was as
good as produced in America, the representative of Tea Board further
stated: —

“Our product is different from what they produce in America in the
sense that in America they produce instant tea from black :ca, that is.
tea which has already been made. In India and in Ceylon, instant tea
is made from the green leif. We do not fire it and convert it into ordi-
nary black tea and then again extract the juice. It is direct from the
leaf. The products are basically different. A comparison is not possible.”

3.54. On the question of India earning a bad name in foreign countries
as the instant tea being produced in India was not upto the required
standard, the witness stated:—

“Instant tea is not sold under any country's label. Instant teas are
sold under the brand name of those dealing with food products. Nestles
is having onc sold as “Nestea”. For Liptons, there are four or five big
names under which instant tea is sold. It is not said on the jar that this
is Indian instant tea or made in America. They are blended together.
and the blend is given brand name like ‘Nestea’. So, the question of
India getting a bad name does not arise.”

3.55. The Committee note that two firms are producing insfant tea
at prefent and the manufacture is based on imported technology. The
Committee also note that the quality of instant tea being produced is not
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for making iced tea. To get over these difficulties the Calcutta Univer-
sity and Central Food Technological Research Institute have been asked
to carry out research for the production of the right type of instant tea.

3.56. The Committee hope that efforts made by these organisations
will bear fruit and some new method of producing instant tea will be
evolved which would be frece from the defects noticed in the present manu-
facture. The Committee are of the opinion that there is a promising future
for this product. They suggest that the Board must ensure that there is con-
tinuous research on instant tea for improving its quality and marketability.

3.57. The Committee further suggest that consumption of instant tea
may also be popularised and encouraged in our country.

(v) Tea Bags

3.58. It has been stated that a significant development is the manufac-
ture in India for the first time of tea bags primarily for export. These bags
have met with keen demand in Europe and the Middle East,

3.59. The representative of the tea association stated that tea bags were
very popular in traditionally tea drinking countries like the U.K. because it was
casier to usc them and there was no disposal problem. But therc was one
problem that the right type of paper used in the production of tea bags was
not available in India. As such, the import of that paper should be allowed
or the paper industry in India might be asked to produce that type of paper.
It was also stated that the raw material as well as the know-how to make
that type of papcr was available in India. But the import of the machinery
for making that paper would be necessary. It was further stated that if
production of tea bags was to be stepped up, plant and equipment would
have to be imported for the purpose. The representative further added that
import of machinery was allowed by Government on the condition that there
was 100 per cent export of the product manufactured. Every such enter-
prisec nceded a certain base in its own country and the condition that a large
percentage of the product should be exported was understandable but the
condition that the product should be exported cent per cent pave risc to

difficulties.

3.60. The Committec were informed during evidence that two firms were
manufacturing “tca bag”. Onc firm was going to be export-oriented whilc
the other would be selling a small quantity in India too. The Chairman,

Tea Board, stated:—

“Tea bags were manufactured here for the first time in April last.
Immediately they werc sent out to Europe and West Asia. T gather the
response was cxceedingly good, so good that onc company immediately
came up to us for importing two more packing machinery as they werc
not able to cope with the demand with the two they had already installed.
The other company has only recently gone into production, but their
marketing research also tells them that their product will find a good

market in mid-west and Europc.”

3.61. It was also stated that the demand for tea bags would not be as
great in India as abroad because while a tea bag was more convenient its
cost was almost double as compared to loose tea.

3. --641.SS/72.
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3.62. Regarding packing material for tea bags the rcpresentative of the
Ministry of Foreign Trade stated:—

“We are importing the tissue paper, and that adds to the cost. If the
demand picks for such tea, one of the local companies is prepared to
undertake the manufacturc of this tissue paper. The machinery is not
there in India now.”

3.63. It was also stated that the machinery for production of tea bags
was allowed to be imported which cost about two lakh rupees.  There was
some sophisticated machinery which cost much more but on an average the
cosl of machinery was about two lakh rupces. If the demand developed it
might be possible to produce the machinery within the country.

3.64. When asked why the machinery was so expensive for such a simple
process, the Chairman, Tea Board, stated:

“The process itself is very simple, but the difficult part is the actual
weighment, at the rate of 200 to 300 bags a minute. The right amount
ol quantity has to be released every time and then the system of accept-
ance or rejection of the bags should also be automatic.”

3.65. The Committec are of the view that the demand for fea bags will
increase in Furope and other foreign markets in future. They, therefore,
sugges! that the Tea Board should provide nccessary facilitics to the two
firms to augment the production of tea hags.

3.66. The Committee note that tissue paper required for manufacture of
tea bags has to be imported which adds (o the cost. The Committce sug-
aest that the feasibility of manufacturing fissue paper in India should ho
examined as the demand for tea bags in foreign markets is expected (o
increase. )

(vt) Production in Darjeeling

3.67. 1t has been represented to the Committec that Darjeeling will not
remain a tea producing area in another 50 years unless replacement of old
bushes is stepped up. In a note furnished to the Committee, the Ministry
of Forcign Trade have stated:

“We are not in agreement with the representation made to the Com-
mittee. However, in Darjecling 51% of the tea area carry bushes which
are over 50 years old another 33% of the arca is in the 21-50 year age
group. The industry is free to avail of thc benefits of the Replanting
Subsidy Scheme to replant these over-aged arcas. Tt has. however, not res-
ponded favourably to the scheme so far. This may be due to the fact
that loss of crop that follows uprooting and replanting opcrations is a
big factor which the industry can ill afford to lose especially in the low
yielding area of Darjeeling. After the Darjecling Disaster in 1968, the
scheme was liberalised to allow “replacement” planting in Darjeeling in
cases where tea gardens concerned lost any area under tea as a result of
the disaster. Now that “replacement” planting is allowed in general,
it is expected that more gardens will come forward to replant their over-
aged scctions.”

The gardens, however, adopt cultural practices which assist in re-
juvenating existing old tea. The method followed is heavy pruning of
old tea which helps to maintain existing yields. Consolidating the existing
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these days. The revised rates of subsidy and “replacement” planting in
general that have now been introduced will also assist the industry to
some extent to undcrtake replanting of old arcas.”

3.68. Askcd whether sufficient land was available for planting tea in re-
placement of thosc areas where the teu bushes had outlived their economic
life, the Ministry of Foreign Trade have stated:

“The producers’ Association in Darjeeling has collected information
and have intimated the Tea Board that about 14% of the existing planted
area is available for new planting. This works out to about 2.556
hectares.”

3.69. Since Darjecling is the most famous place for quality tea, pro-
duction of tea in this area deserves special attention. Ministry of Forcign
Trade have informed the Committee that 51 per cent of the tea area in
Darjeeling carry bushes which are over 50 years of age. It is also admitted
that the response to the Replanting Subsidy Scheme has not been favour-
able but it is hoped by them that with the upward revision of rates of
cubsidy the tea gardens would be able te undertake replanting of old areas.
The Committce further note that 14 per cent of the existing planted area
in Darjeeling i.c. 2,556 hectares is available for new planting,

3.70. The Committec suggest that the Tea Board should give maximum
cincouragement 1o the tea estates in Darjeeling to replant 2556 hectaves of
available land with new tea bushes without any further loss of time. This
sfep is necessary for three reasons, first, that the area under tea cultivation
in Darjeeling has declined at the rate of 1.7 during the period 1965—70 and
secondiy that the vield of tea in this area is much less than the all fadia
average, and thirdly, the Darjeeling arca produces the finest tea, in zroaf
demand abroad.

D.  Replanting Subsidy Scheme

3.71. In October, 1968, Replanting Subsidy Scheme was introduced by
Government.  The scheme was conccived in the context of the estimated
requircment of tea for export and internal consumption. It was considered
neeessary for the industry to enhance its productive cfficicncy and competi-
tive ability to meet the situation. About 30% of the tea bearing arcas in
India are more than 50 years of age and required to be replanted. Govern-
ment approved of this scheme of replantation of bushes over 50 ycars of age
o assist the industry to replace them with newly developed high yielding
planting material. The object of the scheme is to help the industry to achieve
a replantation rate of 29% of the total arca under tea annually.

The subsidy was payable originally at the rate of Rs. 3,500 and Rs. 4.500
per hectare for estates in the plains and hills respectively in a phased manner
in 5 and 6 instalments respectively.

3.72. The scheme has since been liberalised further to allow “Replace-
ment” plantings in Darjeeling where the industry lost a sizeable tea during
the disaster in 1968. Other liberalisations introduced arc :—

(i) Reduction in the age limit from 50 to 30 years where bushes had
become really un-economic for reasons beyond the control of



the management provided the yield of the section to be uprooted
is less by more than 33% in comparison with the district
and garden average for at least a continuous period of three
years,

(ii) The inclusion of “Replaccment” plantings in areas that are sub-
ject to floods, water-loggings and those rendered unfertile due to
soil erosions.

3.73. Even though initially, there was some response from the industry
and the number of applications received under the scheme was for an area
of approximately 1% of the all India figure, there has been a decline in the
following years and it now stands in the region of 0.6%. The reasons for
this poor responsc appear to be the low quantum of subsidy in view of the
present day costs of planting and also the age criterion and the loss of crop
during the intervening years until the replanted area comes into bearings.
These matters, it has been stated, have been receiving the Board’s serious
attention,

3.74. The disbursements under the scheme during the last three years are
as follows :

Yecar Amount in
lakhs

Rs.

1968-69 . . . . . . . . . . 1-11

1969-70 . . . . . . . . . . . 18-16

1970-71 . . . . . . . . . . 573

3.75. The following Table indicates thc areas which have been re-
planted :—

Figures in Hectares

Year(s) North India South India All India
*1944.53 ., . . . . 8,452 -50 169 96 8,622 -46
1964-65 . . . . . 1,957 -84 66-42 2,024 -26
1965-66 . . . . . 1,866°01 71 35 1,937 36
1966-67 . . . . . 1,606:77 21:30 1,628:07
1967-68 . . . . . 1,290 -49 1662 1,307 -11
1968-69 . . . . . 1,150-93 3775 1.188 -68
1969-70 . . . . . 955-12 3230 987 42
1970-71 . . . . . N.A. N.A. N.A.

3.76. The following statement indicuics the ‘total area which has been
uprooted and replanted since the inception of the Replanting Subsidy
Scheme in 1968 :—

As on
31-1.72
Figures in Remarks
Hectares
Area certified as uprooted, 3658 -:50 After uprooting a minimum period of 9
months rchabilitation is essential and
this period may extend upto 36 months
at the discretion of the garden.
Arca certified to have been 23647 Against the figures of 6344 62 hectares
replanied. approved for uprooting,.

*Bascd on Report of the Plantation’ lnquiry‘Comrnission.—'l1)56, Pal’t-l—rr-a—P. 479,
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3.77. The representative of the Tea Association informed the Committee
that the tea bush lived for 100 years but it was most productive between 20
and 50 years of age. After that, the production declined. But with better
methods of agriculture this could be stayed off. The witness added, “But
with the great improvement in varictics that has been achicved by us in our
research in the last 20-25 years, the importance of replacement becomes
cven greater, bccause even a vigorous bush of 50-70 years may not be
worth keeping when it can be replaced by a new bush which will not only
be young but capable of yielding double. A conservative estimate is that
50 years is an economic age, taking all factors into consideration. To get
bushes of not more than 50 ycars, in most of the tea gardens, taking into
consideration the backlog, we have to do more than 2 per cent replanting
every year.”

3.78. Asked how much time did it take for a newly planted bush to
become cconomic, the witness stated :—

“It varies with elevation and other conditions. Under ideal condi-
tions it would take six to eight years. In parts of the Assam Valley,
which are ‘natural tea-growing areas with very good conditions of climate
and soil it takes six to cight years. In an arca like Darjeeling which has
rocky soil and high elevation it may take upto 15 years or more.”

3.79. The Committee desired to know whether with the annual rate of
replanting being increased from 2 to 3 per cent, the total production of tea
will not go down in view of the fact that the new plants took 7 to 8 years
to become cconomic. The witness stated :—

“It is a very important question which concerns the nation as well
as the individual. If we do massive replantation just to survive then the
first impact would bc that the production would go down. Therefore,
therc has to be a judicious blend of improving the yield from existing
areas by better methods, bringing additional areas under cultivation
and also replantation in some arcgs....if we arc to go in only for
replanting at a high rate it would be a disaster for both the grower and
the country in the short term.”

3.80. It was stated that there should be judicious planning both for
short-term and long-term and a balance has to be struck between mainten-
ance of existing bushes and extension of new areas.

3.81. When asked how much time was needed to rchabilitate the land
so as to make it fit for replanting, the representative of the Tea Association
stated that the time varied from estate to estatc and soil to soil. But at least
onc year would be necded to rchabilitate the soil so as to make the land fit
for replanting.

3.82. The represcntative of the Ministry of Foreign Trade stated that
“the target for replantation scheme is 7000 hectares per year and for new
plantation and extension, 3000 hectares per year™.

3.83. Askcd why the task of replanting old tea with new oncs had not
heen taken up earlier and why “all of a sudden realisation should dawn on
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and whether the process of re-

s the y lants are too old”
R e ence shon tinued during the past decade,

planting the tea plants should not have con
the Chairman, Tea Board, stated :—
“When the international agrecment was arrived at in 1933, there was

a slump in the market and all the countries were asked to control or

reduce their production to improve prices.  Then war intervened. After

the war years the tea industry improved and started earning profits. The
neglect was deliberatc because there was too much production in the
world at onc time.”

3.84. When asked why the replanting process was not started during the
war (1939-1945) as there was chronic shortage of tea during the war period,
the Sccretary, Ministry of Foreign Trade stated :—

“Replanting would not yield results immediately. So, actually during
the war we could not have done very much; even if replanting was taken
up, the results would have come only after the war.”

3.85. The Committec were also informed that the response to  the
Replanting Subsidy Scheme had been very poor in South India.  Explaining
the reasons for the poor response, the Chairman, Tea Board, stated :—

“Basically, they say they are not in favour of replanting. First of all,
thosc areas are not that old. Secondly, down South, in the hills, they say
that the life of tea bush is longer and better. They also say that in their
opinion, infilling is more nccessary than uprooting. Now that the new
scheme is going to be introduced shortly—it has been alrcady approved
by the Government—where replacement planting will be allowed, they
may take up the scheme in the South because in this way there will be no
loss of the crop.”

3.86. The Committee enquircd why the amount of disburscment under
the Replanting Subsidy Scheme had suddenly declined during 1970-71. The
representative of the Ministry of Foreign Trade stated that the subsidy under
the scheme was provided in instalments; the first instalment was paid when
the tea bushes had been uprooted. The second instulment was paid after
replanting the new bushes. In many cases the reports about replanting had
not comc because, “we did not have our own trained staff to go and sce
and inspect the areas.” So the Tca Board had agreed to utilisc the services
of the ncighbouring Managers of thc Tea Estates to go and inspect the areas
and submit reports to the Tea Board. But those people being busy had not
yet submitted the reports and as such the second instalment had not been
paid.

3.87. When asked why the Tea Board could not cmploy its own staft
for inspcction and what was the wisdom in utilising the scrvices of managers
of neighbouring estates, the representative of the Ministry of Foreign Trade
stated ¢

“1 understand the Board had two choices before it. One was to
introduce a scheme immediately in 1968 without waiting tor the appoint-
ment and training of inspectors. The other was to recruit inspectors and
train them and then introduce the schemes. They took the decision that
it was worthwhile because time was already slipping by and the best thing
was to introduce this scheme cven without trained stall depending on
the ncighbouring estatcs’ managers and cxecutives.  This was a risk they
took and they failed to somc extent. Now they have appointed their own
inspectors who will be taking over this work.”



3.88. It has been represented to the Committece that tea estates had not
been able to take advantage of the Replanting Subsidy Scheme to any great
cxtent mainly for economic rcasons. The cost of uprooting, replanting,
maintenance of new bushes for 5 years amount to Rs. 15000 per hectare
which meant that the tea estate had to find from its own resourccs, meagre
ag they were, a substantial portion ol the replanting cost.  Further more,
until the replanted area came into operation, therc was loss of crop for 5 or
6 ycars due to uprooting of old bushes which was estimated at a miniiuum
of Rs. 10,000 per hectare of the area replanted.

3.89. The Committce wanted to know whether the Replanting Subsidy
Scheme had not met with success in the tea growing States on account of
the reasons stated above. The representative of the Ministry of Forcign
Trade stated :—

“This is right, Sir. We have been ourselves conscious of this and
that is why we have incrcased the limits both under the loan and subsidy.
We have incrcased the subsidy from Rs. 3,500 to Rs. 4,000 in plains
and from Rs. 4,500 to Rs. 5,000 in the hills. We havc also becn aware
that the loan amount was equally inadequate and because of this, re-
planting was not donc. That is why, the limits of both have been
incrcased. We hope that with the loan of Rs. 11,250 and subsidy of
‘Rs. 4,000 which makes up a total of Rs. 15,250, they should be able to
uproot the old bushes and re-plant them. Previously, it was Rs. 7,400 and
Rs. 3,500 making up a total of Rs., 10,900 which certainly was
inadequate. ’

3.90. The Committee pointed out that the Tea Board had stated that the
funds requisitioned in December, 1970 for the Replanting Subsidy Schemc
were not made available until the first week of April, 1971. As such, dis-
bursement intended for 1970-71, could not be effectcd and the progress of
the scheme suffered. The representative of the Ministry of Foreign Tradc
stated :—

“A request was received in December and it took about 2-3 months
in rcleasc of the moncy. The problem scems to have arisen like this
becausc we are drawing moncy from the Consolidated Fund of India.
Thercfore, only an officer of the Ministry can draw the funds and not the
Secretary, Tea, Board, directly. The money is first drawn by the Ministry
and after having been put into account, it is retransferrcd to the Tea
Board.”

3.91. The Committce werc informed that there was delay in processing
the applications for replanting subsidy. When asked how much time was
taken by an Inspector of Tea Board to pay a visit to the tca estate which had
applicd for subsidy, the witness stated :—

“Sometimes the dclay is two to three months, but it varics a lot.”

When asked whether the delay of two months could cause any loss, it
was stated :—
“1t could, if we miss the regular uprooting time. If we uproot it
before inspection, they will disallow it.”
3.92. The Chairman, Tea Board, informed the Committce that applica-
tions received under the Replanting Subsidy Scheme took about 2 to 3
months for disposal.
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3.93. The Committee arc unhappy to note that the pace of replanting
has been cxtremely slow and during 1969-70 only 937 hectares were re-
planted with tea bushes as apainst 2,024 hectares replanted during 1964-
65. 'The Committee are concerned to note that against the annual rate of
29 replantation, the rate actually achieved is as low as 0.6 per cent,

3.94. The Committee consider it regrettable that far from achieving
the tfarget of 7,000 hectares per year fixed for the Replanting Subsidy
Scheme the Tea Board has becn able o get only 987 hectares replanted
during 1969-70.

3.95. The Committec, however, note that the rates of Replanting Sub-
sidy and also the leans available under the Tea Plantation Finance Scheme
are being revised upward and it is expected that with thc coming into
force of the new rates the tea estates will be able to do replanting at a
much faster rate.

3.96. The Committee regret to notc that response to the Replanting
Subsidy Scheme has been very poor in South India also. They however,
note that with the approval of the schemec of “replacement planting” the
tea cstates in the South would be able to take advantage of the scheme.
The Committee would suggest that the Tea Board should promptly ascer-
tain as to which of the tea areas in the South are having tea bushes which
are 50 years of age or more and in respect of those areas special efforts
should be made to get them replanted with new tea bushes. The Com-
mittee are of the opinion that the processes of replanting or “replacement
planting” have to be continuous both in North India and South India if

ction targets are to be achieved. The Committee are concemed to
note that the funds requisitioned in December, 1970 for the Replanting
Subsidy Scheme were not made available to the Tea Board until the first
week of April, 1971. The Committee would like advance planning to be
done in such matters so that the money is passed on to the Tea Board
in time for making timely payments under the Scheme. This initial delay in
release of funds not only hampers payment of subsidy but also frustrates
the working of the whole scheme.

E. Cost of Production and Profitability
(i) Cost of Production

3.97. It has becen stated that the analysis of cost of production of tea is
based on two samples, the first covering 161 tca companies for 1963-65 anid
the sccond covering 151 companics for 1966-68 for which comparablc ficurcs
were available from audited accounts.  The cost figures represent ‘all in
costs” incurred by the companics to make and sell tca. Both the samples
cover about 30% of the total all India tea arca and production.

3.98. The total all India costs per ke, of made tea during the period
1963-68 were as under :—

(Costper ks in Ry
1903 < on
1904 . A2
196 2?7’
1906 q ,f)7
1967 603

1968 607
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It would be seen that the cost per kg. had increased steadily during the
period.
Composition of total cost under different heads

3.99. Percentages of cost undcr different heads in the total cost were
found to be as under in Tea Board’s financial and cost survey 1963-65 :

Establishment at garden . 8449,
Cultivation cost . . . . . 13-58%,
Plucking cost . . . . 10-749;
Manufacturing cost . . . . 14268/
Packing cost .. . . . . . 4969,
Freight & Transport (Intcrnal) . . 4-:44%,
Duties and Taxes (Local) . . . 8:15%
General Charges . . . . 20-90%
Head Office expense . . . 6-93%
Selling expense . . . 7609,

Total cost: — . . 1009,

3.100. In the survey it was noticed that cost per unit on account of
establishment at garden, cultivation, freight and transport charges had a
decreasing trend whereas all other costs maintained their usual increasing
trend of which plucking expense, duties and taxes, general charges and office
expenses at Head Office showed a marked rising trend,

3.101. The cost of production of tea would generally vary from company
to company having regard to the factors like efficiency of the different
managements and also geographical location of the gardens belonging to the
companies, It would, therefore, be necessary to furnish cost figures for
different managements and locations of the gardens. Tea Board analysis
has, therefore, been extended to show cost by management viz. Sterling com-
panies and Rupee companies and also for different Districts and Zones of
the tea growing area in the country.

3.102. The following table shows the cost of production of 1 kg. of made
tea for whole of India and in Darjeeling (Zonc IIT) :

(Cost per kg. in Rs.)

1963 1964 1965 1966 1967 1968
All India Cost 522 5-07 537 597 6-03 6-27
Sterling  Cost  in
Darjeeling 6-51 7-04 7 -86 8-82 807 967
Rupee Cost in
Darjeeling 6-56 6-83 7-67 821 9-13 909

3.103. The Committec enquired why the cost of production of tea both
by Sterling and Rupec companies in Darjeeling was much higher than the
all India cost. The representative of the Ministry of Forcign Trade
stated : —

“The higher cost is really due to the poor yield in the Darjecling
area as against the all India average. Yesterday, we explained from the
figures available that production per hectare had gone up to 1,191 kg.
The average yield of Darjecling is only 500 and odd kg. per hectare,
half the All India average. This is duc to a number of fuctors, largely
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climatic. It is faitly cold in Darjccling with the result tlh'm llgu g“OW';:AiI
season is shortened. the bush population is als.o much less than in t ¢
lower hills; topography also mitigates against higher yields. I?grmg the
rainy scason also it gets so cold that production 1s to some extent 1{1h|-
bited. In the lower hills there is the possibility that production might
improve. We are suggesting to the planters that they must do the in-
filling and that they must use more fertiliser so that even in the Darjee-
ling area the yields can be improved.”

(ii) Profitability
3.104. Borooah Committee had stated in their report :—

“There has been a continuous decline in the profitability of the ten
industry in lndia and notwithstanding this. the industry’s achicvernents
have been remarkable, in so far as it helped the country to retain its
position as the world’s lTurgest producer and maintain its lcad in average
yield. If, however, in the field of development the rate of new pluntings
and replantings has not been at the desired level it is only becuuse the
industry has not been allowed to rctain sufficient surplus to plough back.”

3.105. The Committec enquired whether the profitability in tea industry
was declining,

The representative of the Ministry of Foreign Trade stated :—

“The ratio of profits after tax as percentage of return for tea indus-
try was 4.3 per cent in 1965-66, 6.1 per ¢ent in 1966-67 and 6.5 per
cent in 1967-68. It will be noticed that there is a rising trend, from 4.3
per cent to 6.5 per cent over a period of three years. It declined to 2.1
per cent in 1968-69. This decline was due to exceptional circumstances
particularly the disaster that occurred in Assam and Darjeeling. We
do not have any figures for the subsequent years.”

3.106. In a subsequent note, thc Ministty of Forcign Trade have
stated :—

“From the general trend of prices in 1969 and 1970 it would how-
ever, be reasonablc to conclude that while profitability in 1969 would
have becn about the same as in 1968-69, it would have registered a
substantial improvement in 1970-71.”

3.107. When asked whether the tea industry was left with suflicient pro-
fits to plough back for thc devclopment of tea plantations. the witness
stated :—

“While 6.5 per cent return may be considered on the low side, onc
cannot say that onc is running into losses or not making any profit. One
may say that the profits could be perhaps a little higher but with the
improvement during the last few ycars in the unit price the profits today
are higher.”

3.108. When the Committee pointed out that investment always flowed
from low profitability industry to high profitability enterprise and that was
one rcason why the tea industry had suflered during the last few years, the
witness stated :—

“We have been conscious of this. We have introduced some schemes
so that they could take advantage of them for purposes of repluntation.
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We arc hoping that the profits would improve during the acxt few
vears.”

3.109. The Committee note that analysis of cost of production of tea
is hased on two samples onc relating to the year 1963—65 and the oghcr
to 1966—68. As the cost of production has a rising trend and since
1968 the picture must have been completely changed, the Committee would
like the Tea Board to carry out fresh analysis of the cost of production for
the years 1970—72.

3.110. The Committer note that cost of production of 1 kg, of made
tea in Darjeeling both by the sterling companies and Rupee companies is
hipher than the all India cost. The Committeg have been informed that
the higher cost in Darjecling is on account of the low vield of teal and
that in the lower hills there is the possibility that production might improve.
The Committee would like the Tea Board to evolve and assist in the imple-
mentation of concrete measures to eflect reduction in the cosi of production
of tea grown in Darjeeling so as to improve the competitiveness of this prime
tea grown in thiat arca,

3.111. The Committee note that the profitability of the tea industry
increased from 4.3 per cent in 1965-66 to 6.5 per cent in 1967-68. But
it declined to 2.1 per cent in 1968-69 owing to some exceptional circum-
stances.  Figures subsequent to 1968-69 are not available with the Tcea
Board and the Ministry of Foreign Tradc are of the view that substantial
improvement must have taken place during 1970-71.

3.112. The Committee would like to stress that for the healthy growtir
of any industry the profitability has got to be adjusted in such a manner
that the industry becomes self-sustaining and there are enough funds avail-
able to plough back. If the profitd are low then the industry suffers for
want of fresh investment, The Committee would urge that Government
should examine whether the tea industry has not been denied rcasonablce
profits as compared to other industries and should take suitable remedial
measures,



CHAPTER 1V

TEA DEVELOPMENT
A. Schemes of Tea Board

_Apart from the Replanting Subsidy Scheme there are two other schemes
which are being worked by the Tea Board with the object of improving the
yield and the quantity of tca produced in the country.

A brief account of these two schemes is given below :
(i) Tea Plantation Finance Scheme

4.2. Tea Plantation Finance Scheme was introduced in February, 1962
with a view to assisting the tea industry to undertake replantings of old
and uneconomic tea areas as well as replacement and/or extension plantings.
The fund for the scheme has been provided by the Government of India and
at present the corpus is Rs, 4.60 crores to be used as revolving fund. Of
this, a sum of Rs. 10 lakhs has been set apart for sinking deep tubewells,
construction of dams, rescrvoirs etc. under irrigation loan scheme, which
is a part of the Plantation Finance Scheme.

4.3. The loans are payable in phased instalments, the quantum of assis-
tance being Rs. 7,400/- and Rs. 9,900/~ per hectare for plains and hills
gardens. These rates have bcen revised upward from Rs. 7,400/- in the
plains to Rs. 11,250/~ and from Rs. 9,900/~ in the hills to Rs. 13,750/~ per
hectare based on current day costs.

4.4, The loans are repayable in cight equal instalments commencing
from the seventh anniversary of disbursement of the first instalment and
carry an interest of 63 per cent per annum with 4 per cent rebate for prompt
payment (i.e. 6% effective).

4.5. The security for the loans advanced under the scheme is the title
‘decds of the land comprising the tea estates. Originally where the title deeds
were pledged with the banks as collateral security for funds advanced on
hypothecation of tea crop, a tripartite agreement has to be cxccuted bet-
ween the bank, the loance and the Tea Board on pari-passu terms. As a
substantial section of the industry was unable to avail of the benefits under
the scheme because some of the banks would not agree to the pari-passu
arrangements, the scheme was liberalised and with cffect from mid 1967 a
tripartite agrecment under a sccond charge was introduced. Under this
second charge arrangement, the security created by the registered mortgage
in favour of the Board ranks for priority immediately after the cquitable
mortgage in favour of the bank even though the hypothecation of crop loan
may from time to time be repaid and fresh advances against hypothecation
of crop be given by the bank.

4.6. Since the inception of the scheme in 1962, 195 applications aggre-
gating to Rs. 785.67 lakhs have been sanctioned till 31.3.7]1. The disburse-
ment made as on the same date is Rs. 410.93 lakbs.
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(ii) Tea Machinery Hire Purchase Scheme

4.7. A scheme for thc suply of tea machinery and irrigation cquip-
ments to tea gardens on hirc purchase basis was introduced in April, 1960
and a fund of Rs. 2 crores was initially provided for this purposc.  In
November 1962, the supply of irrigation cquipment was removed from the
original scheme with a separate corpus of Rs. 2 crores. Later, thc provisions
of the Hire Purchase Scheme were further liberalised so as to allow all types
of tca gardens to benefit from the scheme. The Corpus of the Hire Purchase
Scheme was increased from time to time by Government and now stands at
Rs. 9 crores with Rs, 7 crores for Tea machinery and Rs. 2 crores for irri-
gation equipment. The ceiling fixed for each estatc is Rs. 6 lakhs for
machinery and Rs. 5§ lakhs for irrigation equipment.

4.8. The schente, when originally introduced, was financed out of the
Board's fund. With effect from 1-4-1967, however, it is being financed out
of the Loan Budget of Government of India. The rate of interest charged
on Hire is 64% per annum with a rcbate of 49 for prompt payment i.e.
6% p.a. cffective). A penal interest at the rate of 1% per month is charged
for default in payment of outstanding dues.

4.9. Several amendments and liberalisations have been effected in the
scheme over the years. Thc repayment period of the loan has been exten-
ded from 7 years to 10 years. The carnest deposit payable by hires is.
now only 10% of the value of the machinery. Jeeps and trucks have been
added to the schedule and can now be supplied under the scheme.

4,10. The disbursement of funds during the years 1968-69 to 1970-71
arc indicated below :—

Yeur Amount
disbursed
(Rs, in
lakhs)
1968-69 . . . . . . . . . . . . 78 -65
1969-70 . . . . . . . . . . . . 98 -65
1970-71 . . . . . . . . . . . . 74 .53

B. Techno-economic Surveys

4.11. It has been stated that the essential pre-requisite for initiating
measures for improving the affairs of the Tea Industry is to undertake
detailed techno-cconomic surveys of individual tca estates.

4.12. Asked how many tcchno-economic surveys were conducted by
the Tea Board during the last 2 years, the representative of the Ministry of
Foreign Trade stated that techno-economic surveys were conducted in Tri-
pura and Cachar in 1963 and thereafter no techno-ecconomic surveys were
conducted. 1t was further stated that the Tea Board was thinking of tak-
ing up fresh surveys in other areas on the basis of which they could formu-
late a programme of action for the improvement of the tea industry.

4.13. When asked why the tcchno-cconomic surveys were not conducted
after 1963, the official witness stated :—

“I am informed that they had cngaged some special staff for thesc
surveys but as development. work increased this staff was diverted to



the development work and they did not ask for additional posts and,
thercfore, the techno-economic survey could not be done. [ entirely
agree that this was a very uscful work. 1t should have been continued
but becausc of the cxpansion of activities clsewhere  the  stall  were
diverted to that field of activity and techno-cconomic surveys could not
be procecded with any longer.”

4.14. The Committce note that the Tea Machinery Hire-Purchase
Scheme for the supply of machinery and irrigation equipment to tea gar-
dens on hire-purchase basis was introduced in April 1960 and that a sumn
of Rs. 74.53 lakhs was disbursed for this purpose during 1970-71. They
also note that Tea Plantation Finance Scheme to undertake re-planting of
old and un-economic tea areas as well as replacement and extension of
plantings was introduced in February 1962 and 195 applications aggre-
gating to an amount of Rs. 725.67 lakhs have been sanctioned till 31st
March, 1971 under the scheme. The Committee would suggest that the
performance of the two financial schemes should be reviewed periodically
so that it may be ascertained how far the two schemes have contributed
to the development of the tea industry.

4.15. 'The Committee note that techno-cconomic surveys of tea cstutes
were conducted in Tripura and Cachar in 1963 and thereafter no techna-
cconomic surveys were conducted in any other area.  According to the
Ministry, the special staff engaged on that work had to be diverted o
development work.  This is a poor excuse for suspending a vital activity.

4.16. Techno-¢conomic surveys serve a useful purpose in bringing to our
notice probiems faced by the industry. The Commiitee desire that the Tea
Board should undertake techno-cconomic surveys on a regular hasis so as to
have first hand reliable information about the health and problems of the tea
industry in various areas and regions of the country., The Committee would
like the Tea Board to take necessary follow up action by drawing up an
integrated plan, in consultation with the tea plantations, for increasing
productivity and production and improving quality. The plan should inter
alia cover replacement of old bushes, rejuvenation of the cxisting tea bushes,
application of right inputs and improved pruning practices.

C. Tea in Nagaland and Manipur

4.17. 1t has been stated that the question of exploring the possibility
of growing tea in Nagaland had been taken up by the Tca Board with ihe
State Government as far back as 1963 but not policy decision has been
taken in the matter so far.

4.18. When asked to give the rcasons for the delay, the representative
of the Ministry of Foreign Trade stated :—

“This question was taken up with the Government of Nagaland.
They wanted some expert to be invited from abroad to study their prob-
lems. We suggested that we were quite prepared to give an Indian
expert from the Tca Board or elsewhre to study thir problems and to
advisc them. But after that the Government of Nagaland have shown
no interest whatsoever in this.”

4 '9. When asked why the Government of Nagaland did not accept the
advice of Indian Experts and why the Ministry and Tea Board did not
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ursue the matter with the State Government, the representative  of the
Ainistry further stated :—

“We have ourselves been puzzled by this attitude and 1 have request-
ed the Chairman of the Tea Board to go personally to Nagaland and
discuss this problem with the Government of Nagaland and find out
why they arc resisting the offer that we have made and why they are
insisting on importing an outsider and why they are showing such lack
of interest in the development of this industry.  We wrote to them some
years ago and we have not had any reply whatsoever. We  ought  to

have pushcd them a little more vigorously both at the central and Tea
Board level.”

4.20. Asked whether the Tea Board were aware of a variety of tea sceds
mown as “Manipur seed™ and whether the possibility of planting  tea in
vianipur had been explored, the representative of the Ministry of Foreign
rade stated:—

“Of course. Manipur seed s very well-known and it is being  used
for multiplication.  But, as fur s the growing of tea in anpm itself
i« concerned, 1 am informad that this matter was taken up by the Tea
Board with the Government of Manipur.  The Chairman wrote to the
Chicf Minister but they scem 1o have got a categorical reply that the
Government of Manipur is not interested.”

When asked the year in which the replv was received from Government
of Manipur, it was stated that the reply was received in 1967,

4.21. The representative of the Ministrv further  stated  that a Tea
Development Officer would be sent 1o Manipur within the next month who
would submit a report on the muatter.

4.22. The Committee note that the question of growing tea in Nagaland
was taken up by the Tea Board with the State Government as far back as
1963 but no decision has been taken in the matter so far. The Committec
are of the opinion that the matter should have been pursued more vigorously
by the Tea Board. The Committee hope that the Central Government will
take up the matter with the Napgaland Government without further delay.
The Committee would like to be apprised of the action taken in this regard.

The Committee would like the Tea Board/Government to undertake sinti-
lar investigations about the possibility of encouraging cultivation of tea in
NEFA and other suitable areas.

4.23. The Committee are equally surprised to note that Government
of Manipur had evinced no interest in growing tea in that area nor did
the Tea Board pursue the matter further after 1967. Now that Manipur
has attained full statehood. the Committec suggest that the Central Gov-
ernment should make a concerted effort to persusde the Government of
Manipur to chalk out a plan for development of the tea industry in that
region.
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D. Yield of tea

4.24. The following table shows the average yicld of teca per hectare in
India for the period 1960-70 :

Year Average
yield per
hectare
in Kg.

1960 . . . . . . . . . . . . 971

1961 . . . . R . . . . . 1070

1962 . . . . . . . . . . . . 1043
1963 . . . . . . . . . . . . 1037
1964 . . . . . . . . . . . . 1102

1965 . . . . . . . : . . . . 1072

1966 . . . . . . . . . . . s 1089

1967 . . . . . . . . . . . . . 1107

1968 . . . . . . . . . . . . . 1146

1969 . . . . . . . . . . . . . 1114
*1970 . . . . . . . . . . . . . 1191

4.25. When asked whether it was correct that tea planters were  not
investing money on manure and other inputs necessary for increasing yield
of tea, the rcpresentative of a Tca Association stated : —

“There is no doubt that if you properly maintain the tea and put the
right inputs into the existing bushes, you can improve the yicld no matter
how old the bushes arc. But in spite of this, there does come a point
of time when the return is not worthwhile because of the age. Also
a bush planted a hundred years ago is of indiffercnt quality, because
100 years ago the knowledge of plant breeding etc., which we now have
was totally absent. The plant we put in now, apart from being young
and vigorous is ipso facto capable of two or three times the yicld because
it is of a much better varicty.”

4.26. Regarding yield of tea in the South, the representative of a Plan-
ters’ Association stated that in South India the cfficient units were producing
as much as 2,000 kgs. of tea per hectare. By utilising proper manure and
other inputs the backward units could certainly catch up “near the larger
ones” although they might not catch up to the same extent. 1t was stated
that during the last ten years thc progress had been markedly in the larger
grower scctor and the yield had reached the level of 200 kgs. per hectare.
In the smaller units the increase would be slow say from 300 kgs. it could
go up to 600 kgs.

4.27. The Committecc werc informed that in South India the planters
held the vicw that “by varying pruning practices, they can keep the bush
going fairly economically for a long time”” The Chairman, Tea Board.
stated :— ..

] have seen it with lﬁy own eyes in a particular area wherc ¥ could
hardly see any sign of tea. -What they had donc was they had cut down

*Provisional.
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the bush to the gronnd. 1 asked them how the plants were going to
survive. Next year, when 1 went there, this tea looked so lush and
green. This is the practice that is being followed even in Darjeeling area.
Instead of uprooting and having less crop for five or six years. they
give it a collar prune down to the root, and they are able to rcjuvenate
the tea bushes, and the bushes soon after rejuvenation give a very
satisfactory crop almost as good as a new bush.”

4.28. When asked why the pruning practices to rejuvcnate the tea
‘bushes were not adopted in all tea growing areas in the country, the Chair-
man, Tea Board, stated :—

“The experiment referred to was in the hills of the Nilgiris and the
Anamalais and the Darjecling where, because of the climatic cohditions,
perhaps it is possible more easily to rejuvenate the old bushes, but this
1s not quite so in the hot and humid plains of Assam, Cachar, the Terais
and the Duoors.”

4.29. The Committee note that the average yield of tea has been stea-
dily going up in India and during 1970 it rose to 1,191 kgs. per hectare.
The Committee also note that by using the right inputs and by resorting
to varying pruming practices it has been possible to increase the yield of
tea in certain areas by rejuvenating the existing tea bushes. The Com-
mittee need hardly stress that while taking advantage of these methods in
suitable places for increasing yield to the extent possible it should not be
forgotten fhat a tea bush Iike any other bush or plant is bound to beth
in yield and quality after attaining a certain age and it must also die ulti-
mately. The Committee, therefore, suggest that for increasing produc-
tion permanently Tea Board sbould depend more on replanting new bushes
in replacement of those which have outlived their economic life.

4.30. The Committee are of the view that Tea Board sheuld be able
to lay down some guidelines or norms as to when a tea bush in a parti-
cular area should be rejected as “too old” and should be r ed with a
new one. I a study is made on these lines in each zone, the Tea Board
will be rendering some useful service to the tea industry in India.

E. Tea seeds and clones

4.31. It has becn stated that the Tea Board at the moment excrcises no
direct supervision over the production and distribution of tea seeds and
clones. The tea seeds are produced by commercial seed companies, How-
ever, in consultation with the Research cstablishments of the tea industry
and the Tea Producer’s Assocjations, the Board has prepared a list of
approved varieties and this helps the industry to select seeds for new plant-
ings undertaken with the assistance of the Tea Board schemes or otherwise.
The Tea Research Association has also released some bi-clonal and poly-
clonal seeds that are considered to be better yielders than the commercial
varieties known to the industry. Tea companies and tca seced companics
which are producing these seeds in a manner approved by the Tca Research
Association have been listed and the industry is able to get their supplies
from them.

4.32. In recent years, there is a growing tendency in the industry to
undertake new plantings with clones-—the vegetatively propagated planting
materials. A standard close is defined as onc having ‘‘above average”

4--64LSS/72
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yield and “above average” quality. A survey undertaken by the Tea Rescarch
Association has shown that none of the Commercially grown recognised
seeds possess the level of yield and quality of any proven standard clone.
Even the poly-clonal seeds raised by the Tea Research Association do not
come under the category of a standard clone in yield and quality, Seven-
teen clones have been released by the Tocklai Experimental Station of the
Tea Research Association and in addition many tea estates have raised
their own clones which have subsequently been approved by the research
stations of the tea industry. The industry in North-East India has at the
moment a wide selection of clones numbering over 50 from which to make
their selections. The industry in South India also has over 50 clones to
choose from. As in the case of seeds, the Tea Board has also prcpared a
list of approved varieties of clones in consultation with the Research Organi-
sations and the Producers’ Association from which the industry is ablc to
select their planting materials.

4.33. The Board is in close touch with the tea research organisations
in the countryi who are working on the production improved varieties of
planting materials and those recommended by these researcH-organisations
are approved by the Tea Board so that the industry is in'a position to obtdin
improved varieties for new plantings. The tea gardens fiormally multiply
recognised clones in their own nurseries in accordance with their require-
ments. s

4.34. Referring to thé fact that clones are h;nore useful as planting mate-
rial than tea seed, the Tea Board have stated :—

“The use of clones has been found to be of immense benefit because
by vegetative propagation the inherent qualities of the bush can be main-
tained more effectively than by the use of seedlings. By individual
bush selections in a field it has been possible to obtain bushes which
are high yielders, dispase resistant, deep rooters. “Trip” producers etc.
Seeds on the other hand do not retain the individual characteristics of
a bush because by the such propagation there is always a tendency for
a throw back to the parental characters thereby introducing a factor of
uncertainty. Another advantage of the use of clones has been that
they come to bearing earlicr than those propagated by seeds.”

4.35. It has been stated that there has been no shortage of seeds or
clones for use as planting materials in the country so far.

4.36. To enable the small growers to obtain good planting material for
their small estates, the Tea Board has set up two clonal multiplication centres
in the Nilgiris—one attached to the Karumbalam Cooperative Tea factory
and the second one attached to the Mahalinga Cooperative Tea factory. The
land for the clonal centres has been acquired from the cooperatives and
cuttings are being raised for supply to thg small growers. The second centre
was set up during the financial year 1970-71.

4.37. The Committee note that Tea Board exercises no direct super-
vision over the production and distribution of tea seeds and clones and tea
seeds are produced by commercial seed companies. The Committee also
note that there has been no shortage of seeds or clones for use as planting
materials in the country. The Tea Board has. however, set up 2 clonal
maltiplication centres in the Nilgiris, to enable the small growers to obtain
googd planting material for their estates. As there is large number of smalk



tea growers in Kangra and Mandi the Committee are of the view that a
few eclonal multiplication centres should also be opened in Himachal
Pradesh to cater to the small tea growers’ needs for clones of proven quality,

4.38. The Committee would also suggest that as the Tea industry in U.P.
has suffered a fall in production in recent years the problems of this area
should receive close attention and a clomal multiplication centre may also be
suitably lecated in the garden areas of U.P,

F. Weedicides and Pesticides

(i) Weedicides

4.39. Rega.rding the harm done. by weeds in tea gardens and the neces-
sity to remove them by the usz of weedicides, the rcpreeentatlve of a Tea
Association stated :—

“Weeds have to be remt)ved because the com te with the tea bush
for its soil nutrients, air and light. The od of taking out the
weeds mechanically dlsturbs the soil and harms the very ‘small and fine
roots of the tea bush which are: very near the surface and cantiot be seen
clearly with ‘the naked eye.” With modern weedicides you do not dis-
turb the soil and you allow the plant to grow in its natural statc.”

4.40. The representative of the Ministry of Forergn Trade stated that
the most popular weedicide was known as ‘Gramoxone’ and the annual
requirement of the tea industry for that particular weedicide was estimated
at 3.70 lakh litres. Tt was further &tated that until very recently that weedi-
cide was importéd from abroad as:a ‘¢omplete product which: cost Indla
much in foreign' éxchange. The witness added :—

“The change over that has taken place from last year is that formu-
lations will be made in India. Only the technical material will be import-
ed. Therefore, with the same amount of money that was being spent

before, we shall get larger quantity of it. The point whether we should
start making from raw material stage has been referred to the Ministry

of Petroleum and Chemicals.”

4.41. When asked how the weedicides were proposed to be distributed
among the small tea growers, the representative of the Ministry of Foreign
Trade stated :—

“When we used to import a complete product, there was the prob-
lem about small growers being reached. But now that the formulations
will be made in India, the people making them will open their sale out-

lets near the user points.”

4.42. The following table shows the c.i.f. value of Gramoxone imported
into India during the last 3 years :

Year Value in
Rupees

1968-69 . . . . . . . . . . . . 6463 lakhs

1969-70 . . . . . ... .. L4100,

197071« e e e e 922,




4.43. Regarding import of technical material for making forrpu‘lations
of Gramoxone in India, the Ministry of Foreign Trade have stated :-—

“Total imports of Paraquat so far allowed are of the value of
Rs, 32.65 lakhs.......... Proposal for import of 31 tonnes valued
at Rs. 32.25 lakhs in favour of Messrs........ is under consideration.

1
4.44. Regarding manufacture of Gramoxonc from the basic stage, the
Ministry of Foreign Trade have stated, that only one application had bcen
received and after obtaining all necessary clearances a letter of intent for the
manufacture of 2500 kilo-litres of that product had been issued on 20-12-71,

4.45. The Committee note that the weedicide known as Gramoxone
worth Rs. 69 lakhs was imported during the year 1970.71, Govermment
have now decided to import ounly the technical materisl named Paraquat
and the formulation of Gramoxone would be made in Imdia. Paraguat
worth Rs. 32 lakhs has already been imported and more i of this
material is being contemplated. The Committee would stress that till such
time as we become self-reliant in the field of specialised weedicide required
for tea plantations, adequate timely imports should be allowed and suitable
_ arrangements made so that the weedicide reaches the tea plantations in time

and in adequate quantities. The Committee also note that in Decem-
ber, 1971 Government had issued a letter of intent to one firm for the
manufacture of 2,500 kilo-litres of Gramoxone from the basic stage. The
Committee trust that the indigenous manufacture of Gramoxene as a com-
plete product will materialise very soon and the foreigm exchange being
spent at present on the import of Paraquat (for prepafation of Gramo-
xone) will be saved. In the Committee’s view, Government/Tea Board
should keep a close watch on the progress of the manufacture of Gramo-
xone indigenously.

(ii) Pesticides

4.46. It has been 'stated’ that ‘Resedrches aimed at devising cfficient
methods for the control of various pests and diseases of tea have becn
and are being carried out at the Tocklai Experimental Station of the
Tea Research Association and the Tea Research Station of the United
Planters’ Association of Southern India. The life histories of the pests
and discases have been studied and methods of control tested, with the
result that many of the pests and diseases of tea are no longer a menace.
The position is such that now-a-days epidemics likely to cause disastrous
Josses can be completely avoided. However, despite availability of scienti-
fic methods for the control, even at present as much as 109 of the
annual crop is lost duc to pests and diseases.

4.47. The possible methods for the control of pests and discases of tea
can be classified under the four major heads viz., (a) Cultural Control,
(b) Biological control, (c) Control by the development of resistant/
immune strains of tea, and (d) Chemical control. The severity of attack

by pests and diseases as well as the adverse effect on the tea plant is
less on healthy and vigorous bushes. The influence of the environmental
conditions on the health of tea bush has been and is being studied
in great detail. and suitable. cultural methods have been recommended
to make the bush vigorous enough to fight some of the discases by it-
self. Adverse environmental conditions like suboptimal.pH .condition of
the soil, poor soil aeration, defective shade, weed growth etc. can. within
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limits, .be rectified to enable the bush to combat the ravages of some
of the pests and diseases. The method of biological control which employs
natural enemies like predators and parasites for the control of pests
and diseases has not yet becn tried in tea in India. - Application of the
method of biological control as well as the development of disease resis-
tant strains of tea it has been stated, has to await concentrated and long-
term basis research in these areas. Until such time as other methods of
control are developed, the cultural control of pests -and diseases has to be
supplemgnted by the, methods of chemical control for achieving the high-
est standard of protéctlan: i’ fact, for ithniedtate: protection dependence
has alfiost mvar Y0 be placcd on the use “of 'cHenicals. 'In -the:

research stations”": argc variety of chemicals hive Bhéen “and are beihg -
teste] for theit emdacy ainst the ‘varidus ts arld diseases ‘of tea and
specifid’ recommendahomé Byt beeti hradc t’d ‘ta tﬁe methods of
cﬂ'cctlve chemféal ‘éonp‘ol’ A ‘ "“‘:"”“’“ ‘ .

A

¢ v

4.48. The ‘recommendations of tea” research’ establishments in xcngd
to chemical control also prescribe the types of equipments suitable for
spraying the chemicals and the metheds of spraying to be adopted against
1nd1v1dua] pests and diseases.

4.49 While it is recognised that xt is physically impossible to eradi-
cate pests and diseases of tea, a large measure of control is possible by
the timely spraying of appropriate pesticides. It has been stated that
there has been occasional shortages but by and large, procurement of suit-
able pesticides and spraying equipment for this purpose is no longer a pro-
blem.; . Unfortunately, however, some of the tea estate, . particularly ~ the
small growers tend to economies on this account with the result that not
only they themselyes lose cro g but serve as a focus of infection for the
neighbouring gardens. oard has recéntly formulated a National
Programme for the Control of Pests and Diseases of Tea which envisages
creation of mobile units for providing plamt protection equipment, chemicals
and facilities to the less advanced scctnon of. the tea mdustry and pamcularby
the small growers.

4.50. Ministry of Foreign Trade have, stated that the following pesti-
cides were imported during 1970-71 : .

Sl. Name of Pesticide Quantity Value
No. (in (Rs./
tonnes) millions)

1. DDT/DDT preparation .. .. - Ce e 3631-13 .., 9938
2. Ethylene Dichloride .. Ve .. . .. 2900 0018
3, Disinfectants .. .. . .. .. .. .. 559 " 0-00S
4. AMrin .. .. .. .. .. .. 20 09 0-582
5. Chlordane R - .. .. .. 30-55 0299
6. DDVP .. .. .. .. .. 55-52 1-867
7. Dieldrin I . . 046 0-008
8. Endrin .. . .. .. 15306 5308
9. Heptachlor .. . .. .. .. 1399 0.4%6
10. Parathion Methyl . .. . 105 -42 0-818
1. Pesticides (not ebewhere speciﬁad) .. Lo 1432927 31-226

o b Baava " e
ForaL Ce e e 5477 -08 50--325
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4.51. The Ministry have further stated that the following 4 items are
being produced indigenously :—

(i) D.D.T./D.D.T. preparation.
(ii) Ethylene Dichloride.

(ili) Disinfectants.
(iv) Parathion Methyl.

4.52. The Comumnittee note that 5,477 tonnes of Arsﬂcules worth Rs. 502

were imported during the year 1970-71. bhough a large number
cides were imported, there are oaly four items which are currently
produced in India to some extent. The Commitice, therefore, sug-
that Government should take mecessary steps to develop an induostrial
in the country for the manufacture of all types of pesticides needed
field of Agriculture including tea estates, so that their import can
ssively curtailed and the country can become self-sufficient at an
te.

I

G. Fertilisers

4.53. The following table shows the total requirement and allotmert of
fertilisers to the tea industry :—

Requirement Allotment

(Tonnes) (Tonnes)
196869 . . . e e ... 1,84,049 1,56,167
196970 .+« e e e e . .. 1,84,049 1,68,255

4.54. The regrescntativc of the Ministry of Foreign Trade stated that
Ammonium Sulphate was being made largely in the country and some
quantity was also imported. It was made available to tea estates at a
controlled price which was Rs. 540 per tonne and that price was uniform
both for indigenous and imported Ammonium Sulphate.

4.55. It was further stated that the application of 40 kg. per hectare
of Potassium Chloride was sufficient for a period of 3 years to improve
the productivity of the tea bushes. The annual requirement of Potassium
Chloride was estimated at 10,000 tonnes. It was not produced indigenously
but it was imported and the requirements of the tea industry werc being
nmet.

4.56. The Committee note that 10,000 tonnes of Potassium Chloride
have to be imported annually as this fertiliser is not being mannfactured
in India. In addition to this, some quantity of Ammonium Sulphate bas
also to be imported as indigenous production is not sufficient to cope with
the total demand in the country. The Committee recommend that imme-
diate steps should be taken by Government to increase the indigenous pro-
duction of Ammonium Sulphate. Government should also make efforts to
see that production of Potassium Chloride is taken up in the country.

4.57. Till such time that the country attains self-reliance in Potassium
Chioride and Ammonium Sulphate required for tea industry, the Committee
would like Government to arvange for their imports in time and for their
timely distribution to the tea gardens,



H. Small Tea Growers

4.58. In both North and South India there is a category of ‘tea estates’
whose areas do not extend beyond 10 acres individually. ey are known
as small growers estates. Such estates are in Himachal Pradesh of North-
West India and in the States of Tamil Nadu and Kerala in South India.
They are considered to be the uneconomic section of tea industry. Their
main difficulty is financial and also technical know-how. Because of their
smallness and large number, it is not administratively feasible for the
banks and other financing institution to extend to them assistance individually.
They have no manufacturing facilities and whatever leaf is harvested by
them is generally sold to neighbouring factories. In order to improve
their lot and help them to produce quality teas the Tea Board in collabo-
ration with the State Governments concerned has been trying to organise
cooperative factories so as to facilitate the grant of technical and financial
assistance for the development of their plantations.

4.59. The following table shows the position of cooperative factories
which have been set up or are proposed to be set up in various States with
the assistance of Tea Board :—

State/ No. of No. of Total No. of Loan provided
District coop- coop- small by the Tea Board
erative erative owers
factories factories ne-
set up. which are fitted
proposed
to be
set up
Tamil Nadu 8 2 10 3258 First factory set up
(Nilgiris) in 1962 was granted
a loan of Rs. 3
lakhs. Subse-
quently Rs. 6
lakhs per factory.
Two new factories
sanctioned recently
have been given Rs.
8 lakhs each.
Kerala 1 — 1 282 Loan of Rs. 3 lakhs
(Kottayam) granted in 1964,
Himachal Pradesh 1 1+ 2 247 Loan of Rs.4-5
(Kangra) lakhs was sanc-
tioned to the first
factory. Loan of
Rs. 15 Jakhs has
been sancticned
for the second fac-
tory.

*Expected to be set up during 1972-73,
4.60. Tt has been stated that for these factories the financial assistance

But the schemes originally provided grant of
subsidies on account of fertiliser and staff. The details of subsidies disbursed

is given in thc form of loans,

so far are as follows :—

State/District Amount of subsidy Remarks.
1 2 ' 3
il Nadu . Fertiliser . No subsidy
Tamil Nadu subsidy Rs. 9,60,000 is now being



1 3

(8]

(Nilgiris) re granted in
Staff —Rs, 1,24,922 . respect of.
subsidy the new -

factories,
sanctioned.
In addition, a revolving loan
for fertiliser amounting  to
Rs. 3 -20 lakhs was also di ursed_.

Himachal Pradcsh . Fertiliser
Subsidy —Rs. 13,698 -94

(Kangra) Staff

subsidy —Rs. 36,258 -27

4.61. Asked what is the approximate number of small tea growers in
Kangra who deserve help through . cooperatives, the Ministry of Forcign
Trade have stated that 1157 small tea estates each below 50 acres in size are
registered with the Tea Board.

4.62. It had been represented to the Committee that of the 1400 tea
estates in Kangra district 1378 were in an area less than 25 acres and those
tea estates had no machinery and they depended on processing tea with
human hands. The remaining 22 tca estates owned machinery which was
old and worn out planters had no money to replace or renovate their
machines.

4.63. Asked what steps had been taken by the Tea Board to help the
small tea growers in Kangra, the representative of the Ministry of Foreigix
Trade stated :—

“It is quite true that there are large number of small growers. Because
of the smallness of the size of the holdings they have problems about
manufacture of tea. The only remedy seems to be in the formation of
cooperatives, We have tried to encourage them. One Cooperative
Society was set up a few years ago and another has been sanctioned
during last year.”

4.64. Regarding the yield of tea in small tea gardens of Kangra, the
Committee were informed the all India average was 1191 kgs. per hectare.
But for Himachal Pradesh it was 238 about one-fourth and it is the lowest
except for a small quantity grown in Bihar. The Chairman, Tea Board,
state :

“Yield is better in larger tea estates, in organised sector. We have
in Kangra a Field Advisory Officer and he goes round to the various
small growers and advise them how to improve their yield, let us say,
through better plucking, better use of fertilizers, use of pesticides etc.
The point you raised was whether they are in a position to take advantage
of technical and technological know-how. The answer is not yet. In
Tamilnadu they have solved this by setting up “INCOSERVE” which is
short for Industrial Cooperative Service Society.” '
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4.65. Regarding provision of facilities to small tea growers, the repre-
sentative of the Ministry of Foreign Trade state :

“There are two kinds ofsfagilitics #hat can be provided. One is the
fucility of expert advice. To some extent, the Tea Board is responsible
for this. They have provided field officers for providing it. They visit
the grower and advise them. The other part is very important,
whether they can adopt modern cultural practices which involve a lot of
investment; weedicides, pesticides, clonal development etc. That is.
where the small grower is at  an inherent  disadvantage bécause the
sccurities he can offer are not adequate. It is doubtful if really the Tea
Board can invest money in providing facilities of this kind. This is really
for the State Government either through the cooperatives or through the:
banking system to provide the facilities that arc needed.”

4.66. On the question of providing finance to small tea growers the
Chairman, Tca Board, informed the Committee that the small grower was
as much eligible to take advantage of rcplantation loan or subsidy as any
other person. The witness added :

“The difficulty has been that he does not know how to fill up the
forms. Directions have now been issued that the field officers should
Lelp them in this to take advantage of the scheme. We shall make. the
finance available.” :

4.67. The Committee note that in Tamilnadu 8 cooperative factories have
been set up for the benefit of small tea growers and 2 more factories are

posed to' be set up. 'The totat number of small teg growers in that

te is stated to be 3,258. As against this, in Kangra in Himachal Pra-
desh, one cooperative factory has been set up which benefits about 247 tea
growers and one more cooperative factory is proposed to be set up daring
the year 1972-73. The Committee further note that 1,157 small tea estates
each below 50 acres in size are. registered with the Tea Board in Kangra.
It is obvious from these figures that the number of ceoperative factories
set up in Kangra is too meagre to serve the interests of 1,157 tea growers.
The Committee would like the Tea Beard to make a study of the actual
requirements of cooperative factories in Himachal Pradesh and to ensure
that more cooperatives are set up there for the henefit of small tes: growers,
with the help of the State Government,



CHAPTER V
EXPORTS AND TEA PROMOTION
A. Exports
(i) Total Exports

The total exports of tea from India during the last five years are as
follows :

Year Exports in  Value of
Million exports in
Kgs. crores of
rupees
1 2 3
1967 N 2137 189 -0
1968 . 208 -4 166 5
1969 168 -7 120-5
1970 208 -4 148 -8
1971 2126 160 -3

5.2. Tea exports from India declined from. 213.7 million Kg. in 1967
to 208.4 million Kg. in 1968 and to only 168.7 Kg. in 1969, Analysing
the causes which had led to the steep fall in exports during 1969 as com-
pared to the previous years, the Tea Board have stated :

“The most distressing featyre of our exports in 1969 was a big set-
back m our exports to the U.K,, the principal buyer of 1ndia tea, which
teduced her offtake of India tea by about 42.1 million Kg. from 102.0
million Kg. in 1968 to 59.9 million Kg. in 1969 as against the overall
decline in exports of 39.7 million Kg. in 1969 which means that exports
to all outmarkets other than the UK. increased from 106.4 million Kg.
in 1968 to 108.8 million Kg. in 1969  as may be seen from below :—

'(Figures inmillionKg.)

1967 1968 1969
U.K. . . . . . . . . 1161 102 -0 599
«Other Markets . . . . . . 976 106 4 108 -8
‘Total . . . . . . . . 2137 208 4 168 -7

The reasons for the lower shipments to the U.K. are three-fold. Firstly,
thec London Stock position at the end of 1968 was excessively high
leading to very unsatisfactory prices. Secondly, following the disastrous
prices realised in London in 1968, producers diverted a large percentage
of their crop to the Calcutta auctions. Thirdly, producers also changed
their production pattern to cater more for the requirements of the
Calcutta market and produced more orthodox and brokern grades and
less of C.T.C.’s and fanning grades. London stock figure in January
52
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1969 at 105.4 million Kg. was one of the highest on record and 19.0
million Kg. more than that at the same time of the previous year.”

5.2. Total exports of tea from India in 1970 and 1971 have increased
as compared to the year 1969. Commenting on the increase in exports
during 1970, the Tea Board have stated :

“The objectives of the export oriented budget of February, 1970
have been fulfilled to a great extent in as much as shipments to U.K.
showed a smart increase. The increase in overall quantity of tea exported
from India was majnly because of the increased off-take by U.K. the
principal buyer of Indian tea. While the increase in overall exports was
39.7 million Kgs. exports to UK. picked up from 59.9 million Kgs. in
1969 to 99.52 million Kgs. in 1970 showing an increase of 39.6 million

5.4. It has been stated that the principal competitors of Indian tea in
the world market are Ceylon, Indonesia, Kenya, Uganda, Tanzania, Malawi,
Mozambique and Argentina. In order to meet the competition, Government
bhave, inter alia taken the following measures, viz :

(i) abolition of export duty on tea with effect from 1st March, 1970;

(ii) grant of rebate of excise duty at the point of export varying with
price with effect from 15th April, 1970,

(iii) Promotional activities by the Tea Board's offices established in
London, New York, Brusscls, Cairo and Sydney to create greater
possibilities for export of Indian tea to various traditional and
new markets;

(iv) Promotion of special packs of Indian tea in selected markets
abroad with the cooperation of the local blenders/packers;

(v) Advertisement through appropriate media of publicity in countries
abroad;

{(vi) Participation in Trade Fairs and Exhibitions;

(vii) Exchange visits of traders and tea experts to promote the interest
of tea; and

(viii) Setting up of a Tea Trading Corporation in the Public Sector for
export of packeted and blended teas.

5.5. A statement showing Production and Export of tea from major
producing countties of the world from 1966 to 1970 is given in Appendix I.

5.6. A statement showing total quantity and value of tea exported from
India to different countries from 1966 to 1970 is given in Appendix II.

5.7. The Committee note that India’s export performance during 1970
and 1971 has been better than what it was during the year 1969. Exports
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to U.K, particularly picked up from 59.9 million Kgs. in 1969 to 99.52
million Kgs. in 1970 showing an increase of 39.6 million Kgs.* The fiscal
measures adopted by Government namely (i) abolition of export duty with
efiect from 1-3-1970 and (ii) granting of a rebate of excise duty at the
point, of export with effect from 15-4-1970 have proved useful in pushing
up exports. The Committee trust that Government will kedp the export
of tea under contant review so that remedial mecasures to boost up exports
can be taken in time.

5.8. The Committee hope that the Tea Corporation which has been
set wp in the Public Sector will play 2 useful role in increasing the. exports
of tea particularly to those countries which have heretofore depended for
their supplies on Ceylon and other East African comatries.

5.9. The Commitiee note that botk India and Ceylon hold equal share:
of 32,6 in the total world export during 1970. While Ceylon exported
20R.3 million Kgs. of tea out of a total production of 212.2 million Kgs.,
India exported 208.4 million Kgs. of tea out of a total production of 421.8
million Kgs. The Committee feel that there is enough scope for the Tea:
Board to gear itself to the task of achieving higher perceniige in the total
world éxports through direct agreements or sales by sustafmed and Hetter
methods of tea promotion in foreign countries outside the quota pool.

(ii) Export to non-traditional markets

5.10: Explaining Government’s policy regarding diversification of tea
export, the representative of the Ministry of Forcign Trade stated that for
some time U.K. was thz Centre for distribution of tea but India had now
cstablished direct contacts with other countries particularly the European and
the continental markets. India had also entered into bilateral trade agree-
ments with the socialistic countries and the U.SS.R. for supply of tea, India
had aiso started supplying black tea to Japan. Eflorts had also been made
to develop export market in South America.

5.11. To au enquiry whether it was a fact that as a result of increase in
exports to non-traditional markets a trend was developing in traditional
markets like U.K. and US.A. and Canada to turn to other producing
countries 10 get their supplies, the representative of the Ministry of Foreign
Trade stated :

“] would say that it would not be quite right to say that because we
have turned to other non-traditional markets the traditional markets are
buying less of our tea. Competition has risen recently from a number of
countries. East Africa being onc of the most important. It is as a result
of this competition that they are buying larger quantities from others also.
But there has been, also, a general increase in the consumption of tea to
that extent. So, some of the increase is being taken from other countries
also. Therc has been some little impact on us, but as a result of the
bilateral trade agreements with the socialistic countries of East Europe,
we have been able to sell larger quantities to the socialistic countries. In
the socialistic countries we have virtually a protected market. So, if we
take both the non-traditional as well as the traditional markets we have
pot done badly at all.”

" #The Committee have dealt with the question of: carning :greater unft value for
export, in para 7.67. :
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5.12. When asked whether India’s share of the market under bilateral
agreements and Rupee payment arrangements had incréased from 6.93%
in 1951-52 to 31.44% by 1965-66, the witness further stated : :

“Yes, it has bcen going up. The trade with the East European
countries and Russia has been expanding at a fairly rapid rate in respeci
of various commodities and particularly in respect of what we regard as
the traditional commodities. They have been taking fairly large quanti-
ties and that has been increased from year to year- a has also increased
very substantially, as you have rightly pointed out, and it has gone up
further, 1 am told, to about 35.25 per cent. But it is not that a lot of
this tea is going to the traditional European markets. There may be
some slight flow, ag 1 said, but not enough to effect our sharé of the
market. ¥ the share has declined somewhat, it is due to the competition
from other countries. There have been complaints about one particular
country from which tea used to come to West Europe and therefore we
are trying to reduce the provision in the annual Trade Plan from year to
year so that we can stop the leakage of tea from that particular country.
Now, in the new Trade Agreement we have also put in a clause that if
it is found that they have indulged in switch trade, they will be asked to
pay in foreign exchange.”

5.13. When asked whether it would be more beneficial to export Indian
tea to traditional markets rather than to non-traditional markets, the witness
added : ’

“We would like to keep both the markets—traditional as well as non-
traditional.. ........ there might be some leakage. One cannot deny
that, but it must be on a pretty small scale, it cannot be on a large scale.
Otherwise, our export would have been affected to a greater extent in
U.K. and West Europe.”

5-14. Explaining the procedure for exporting tea to Rupee Payment
countries, the representative of the Ministry of Foreign Trade stated :

“All exports of tea to the East European countries and to Egypt and
UAR is definitely on payment basis, but it is a payment system which
does not involve dollars or pounds foreign exchange to be directly brought
into the picture. Accounts are kept in rupees but there is payment for
exports. With Afghanistan it is a little different. There is adjustment
with imports from, that country.”

5.15. When asked whether the possibility of exporting packaged tea to
Rupee payment countries had been explored, the witness stated :

“It is exported in foosé form and I think keeping in view the retail

aspects of the organisation in those countries there is not so much scope

at the moment to do packaging.”

-5.16. 1t will be seen from the data given below that the exports during
1970 both under Rupee payment agreement and bilateral agreement had
declined as compared to 1969.

1968 1969 1970
P&umapz of exports under Rupee payment 21413, 335 2554
agreement 1o total exports

- Percentage of exports under bilateral agreement 30 -84 4457 ,-35°25
to total exporis. .

e
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5.17. The Committee note that in 1970 the ex of tea from India
under Rupewm agreements decline from 33.51 per cent to 25.54
per cent. , the exports under bilateral trade agreements declined
during 1970 to 35.25 per cent as against 44.57 per cent in 1969. The
Committee would like the Tea Board to analyse why exports under Rupee
payment arrangements and under bilateral trade agreements have declined
during 1970.

5.18. Government have stated that in the new frade agreements a clause
has been inserted to the effect that if it is found that there has been any
“switch trade”, then that country would be asked to pay in foreign exchange.
The Committee hope that the new clause would have the desired effect and
that in future no tea or any other traditional commodity will find its way
surreptitiously into at least our traditional markets from which we earn hard

currency.
(iii) Export.of packaged tea

5.19. The following table shows total exports of package tea in consu-
mer’s packs up to 1 Kg. from India :

‘Quantity in  Velue in  * Unit value

Year Million Kg. crores of per Kg. in
Rupees Rupee
1967 24 24 1026
1968 35 3-5 997
1969 34 3.1 931
1970 4 - 36 919

It will be seen that the unit value of packaged tea exported from India
has gone down from 10.26 in 1967 to 9.19 in 1970.

5.20. The following table shows total exports of packaged tea from
Ceylon :

Year w Quantity in Value in
Million Kg. crores
of Rupees
1966 16 1.0
1967 22 1.2
1968 . . . . . . . . . . 43 2.9
1969 . . . . . . . . . . 70 4.1
1970 . . . . . . . . . . 7-83 —

5.21. A comparative study of the above tables indicate that in 1967
Ceylon exported 2.2 million Kg. of packaged tea against India’s export of
2.4 miMion kgs. But from 1968 to 1970 Ceylon has exported more packaged
tea than India has done. During 1970 Ceylon’s export of packagecf tea has
been almost double than that of India.

5.22. Explaining the reasons why tea has to be blended, the representa-
tive of a Tea Association stated :—

e being an agricultural product, it does not maintain its pro-
perties of quality throughout the season. Even on the same tea estate
from the same bush, from the beginning to the end of the season, you
will not get the same properties. It differs in its properties of liquor,
flavour and appearance. In order to maintain a standard product to
the consumer you have to blend...... Blending is a specialised busi-
ness which has traditionally been done by others than the producers.”
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5.23. Asked whether it was a fact that Indian tea was exported in bulk
without blending it or packing it, the representative of the Ministry of
Foreign Trade stated :

“You are right in saying that the bulk of our tea is exported un-
packed and unblended. Only 25 per cent of it is blended and exported.
We are trying to see that more of our tea is blended before export.”

5.24. The Chairman, Tea Board, stated : —

“What we send out is mostly Indian tea in bulk. It goes to different
countries, it is blended and put out in the form of brand names. These
brand names are advertised extensively by the brand-owners. What we do
is, supposing there is a brand which contains either 100% Indian tea or
bulk of India tea, our Directors there lend them support by demonstrating
them in exhibitions and this has been very successful and the success can be
judged from the fact that in Europe, for instance, there is so much of
demand for our demonstration teams that we cannot cope with it. That is
the mecasure of success of our activity.”-

5.25, The Committee note that only 25 per cent of India tea is blended
before it is exportéd’ to other countries, The Committée also noted that
in 1967 Ceylon exported 2.2 mifltion kgs. of fea in packages as against 2.4
million kgs. of pnchﬁd tea exported by India. e Committee dre sur-
prised to note that while Ceylon improved the position appreciably during
the following three yesrs and exported 7.83 on kgs. of tea in packages
in 1970, India’s export of packaged ten during the same year remasined as
low as 4 million kgs. S -

5.26. The Committee hope that Goverament will ensure that the Tea
Corporation makes an all-out effort to increase the exports of packaged tea
so that the unit price of tea imcreases and more foreign exchange may be
earned for the country. The Committee would urge that Government should
alse encourage the tea companies in the private sector to export more and
more of blended and packaged tea in place of bulk tea.

(iv) Instant tea

5.27. The following table shows the quantity and value of instant tea
exported from India to different countries :

Year Country Quantity Value in Unit value
in Kg. Rupees in Rupees

1 ‘ 2 3 4 s
1966 . . . . . US.A. 13,608 5.35.771 3937
1967 . . USA. 31,752 13,33,826 42-01
UK. 19,886 4,29,315 2159

Total . . . . - 51,638 17,63,141 34-14
1968 . . . . US.A. 59,830 19,25,840 3219
U.K. 367 7,897 21-52

Switzerland 200 4,300 2150

Total . . . . . 60,397 19,38,037 3209
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. 2 3 4 5
1969 . . . USA. 163,030 56,13,040 34-24
UK. 33,547 9.00,189 26 -83
Switzerland 20 NIL —
West
Germany 175 4728 2702
Total S 197,672 65,17.957 3297
1970 . . . . . USA 216,679  77.41.451 3573
UK. 102008  27.57.923 27 -04
Switzerland 40 1,080 27 -00
Towd . . . . . 3,18,724  1,05,00,454 1295

..5.28. It will .be scen from the above table that the demand for instant
tea in foreign markets is increasing but the unit value has come down from
Rs. 39.37-1m 1966 to Rs. 32.95 in 1970, It will also be observed that the
‘unit value is higher in respect of quantities sold to U.S.A. and quite low in
respect of sales to UK. and Switzerland.

5.29, The Committee note that in 1970 Iadia exported 318,724 kg. of
instant tea as against 13,608 kg. exported in 1966. The unit value which
‘wgs Rs. 39,37 per kg. in 1966 came down to Rs. 32.95 per kg. in 1970.
Anglysis of the data shows that the unit vlawe of instant tea was much
Thigher in respect of quantities sold to U.S.A. and much lower in respect of

i to UK and Switzerland, Although the exporting country
cannot always choose its customers as other countries manufacturing the
same product, are also in the field, efforts should be made not only to
ncrease exports bat siso to ensure that the unit valwe s maintoined.

B. Rebate on Excise Buty for Exports

5.30. It has been stated that “in order to make Indian tea competitive in
the world market as also to provide some¢ built-in incentives for production
-of larger quantity of tea of better quality as well as for exports. Government
-of India have introduced some radical changes in the tax structure on tea
in the Budget for 1970-71.

5.31. The most important change is the total abolition of export duty
‘with effect from 1-3-70. Effective from 15-4.70, there is also a rebate of
excise duty at the export goint to the extent of 30% of the F.A.S. value
-above the price of Rs. 5.25 per kg. but subject to a maximum of 75 paise
per kg. For package teas exported, the rebate will be calculated on F.A.S.
price in excess of Rs. 9.75 per kg. for metal containers and Rs. 6.25 per ke.
“for other containers.

5.32. In respect of loose tea exported on consignment account for
London auctions, the rebate will be on London auction price in excess of
Rs. 6.50 per kg. It is expected that as a result of these measures producers
would improve the quality of their product which in turn would benefit the
country as a whole by increasing the quantity of exportable types produced.
"The rebate will also make exporting a more attractive proposition than
selling in the domestic market. It will give a direct impetus to producers
who sell their teas through London auctions for sending more tea to that
Centre rather than selling at Calcutta and will act as a general booster for
«our exports.
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5.33. The representative of a Tea Association desired that the rebate
on excise duty for exported tea should be increased. When asked whether
a higher rebate should be allowed on medium quality tea and lesser rebate
on superior quality tea, the witness stated that it would not be a proper
thing to do. The witness added :

“We must encourage not only the cxport of tea but the development
of the potential for our better quality teas because it is here that we have
an advantage and to the extent that we give incentive to medium or low
quality production which could be sold quickly at the factory or in the
internal market, to that extent our exports will suffer.” .

5.34. The representative of a Planter’s Association stated that there was
a limited rebate on exported tea which the producer did not get. It was
the trade which exported tea and got thc rebate. But some element of it
was passed back to the producer by way of improved prices. It was also
stated that at present tea, which fetched a price of more than Rs. 5.25 was
cntitled to the concession. The witness suggested that the limit should be
rcduced to Rs. 4.50 so that tea of lower quality could also be entitled to get
the rebate. But the idcal thing would be to allow total withdrawal of
cxcise duty on all cxported tea.

5.35. When the Committee enquired during evidence whether the rebate
on excise duty provided sufficient incentive for export, the representative of
the Ministry of Foreign Trade stated :

“This is considered a sufficient incentive as it has also been found
by experience that this has not in any way affected the exports. We
have some suspicion that as a result of this relief granted to them the
prices probably have been lesser than they could have been. Why we
arc getting less prices compared to Ceylon? Probably, there is an
element of this rebate which they arc sharing with the purchasers. Now
if this had not been there, probably, they could have got a little higher
price.”

5.36. Tho Commiittee note that a rebate of excise duty is being given
at the export point to the extent of 30% of the *F.A.S. value above the
price of Rs. 5.25 per kg. subject to a maximum of 75 paise per kg. For
packaged tea exported, the rebate is calculated on *F.A.S. price in excess
of Rs. 9.75 per kg. for metal containers and Rs. 6.25 per kg. for other
containers. The Committee also note that there is a demand that this rebate
on excise duty on exported tea should be increased. The Committee would
like Government to examine this matter as to whether any exhancement in
rebate of excise duty is chlled for in the interest of increasing exports of
tea.

C. Price

5.37. Tt has been stated that as a direct consequence of the rapid
devaelopment of new tea growing areas, particularly in East Africa, it is now
internationally recognised that world tea production tends to exceed con-
sumption. Food and Agriculture Organisation studies indicatc that this
imbalance, with its consequent adverse cffects on international tea prices, is

_‘—lu’ur:c-_Anl-m;g. Side _Ship.
5 -64LSS/72
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likely to continue in the immediatc tuture. To remedy this situmation and
restore international tea prices to cconomic levels, at 4 mccting held i
Mauritius in July-August, 1969, the tea producing countries agreed on a
voluntary scheme for the regulation of tea exports in 1970 as a preliminary
move towards an international Commodity Agreement for Tca to which, 1t

was hoped all the major tea producing and consuming countries would by
signatorics.

5.38. The Committee on Commodity Problems of the Food and
Agriculture - Organisation which met in Rome in October, 1969 had set up
a formal Consultative Committec on Tea, the first meoting of which. was
held at Rome on 1st to 5th December. 1969, preceded by a2 mecting of
producing countries on 28th and 29th November. Thc mecting was mainly
concerned with the ratification of the agreement arrived at among the pro-
ducing countries in the Mauritius mecting (July/August, 1969) which
recommended that the world export quota in 1970 should be restricted to
594.8 million kgs. India and Ceylon should have a joint sharc of 420.9
million kgs. Following the represcntations from some countries the matter
was rodiscussed in this conference and the total export quota was raised to
598.8 million kgs. which with a possible shortfall of about 4 million kgs.
would kecp the cffective quota at the same level as before.

5.39. In the sccond session of the Consultative Committec on tca held
in New Delhi during November ‘December, 1970 the exporters re-affirmed
their agreement on the global quota for the calendar year 1971 and decided
that the total export quota for 1971 should be the same as for 1970 with
provision for an incrcasc by not more than 10.000 tonnes should market
conditions justify it.

5.40. A mceting of the standing Exporters’ Group of the Consultative
Committec on Tea was held at Rome during Sth to 8th April, 1971, In that
meeting it was agreed that there should be a quota period running from the
1st Junuary. 1971 to the 31st March, 1972, In September, 1971 the Stand-
ing Exporters’ Group met at Rome and decided that for the  period Tst
Japuary, 1971 to 31st March, 1972, the global export quota would be 727.6
thousand metric tons .and India and Ceylon would have a combined quota
of 506 thousand metric tonnes. '

5.41. Asked what long term measures had been adopted for stabilising
1ca l')riccs, the representative of the Ministry of Foreign Trade stated:

“This quota arrangement is made from ‘year to year. It is not a
permancnt arrangement and . therefore. to that cxtont it docs not really
mect the requirements of the situation on any «durable busis. Our eflont
has been that we should enter into long term arrangement for the stabijo
of the price and for stability of carnings of forcign exchange. But it is
the younger and newer countrics which are growing tea who want an
ever incrcasing share of the market now.”

5.;1»2. When asked why less price was fetched in 1970 for the samc
quantity of tea- which was exported in 1968, the Chairman, Tea .Board,
stated .

“While prices generally improved, the unit value was still less. Unit
value was less because the export duty was abolished and rebate- was
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allowed from 15-4-1970. The idea in abolishing cxport duty and allow-
ing rebate on excise duty was to make tca availuble to the foreign
buyer at a more competitive price. So, while the producer had a good
year, the foreign buyer was also able to buy at a more competitive price
than in the previous year.”
5.43. The following table shows annual average pricc per kg. of Indian
1¢a sold at ‘London:
(In Shilling & Pence per kg.)

Ycar No;'th South Téml

India India India
;.__\ T d. s, ) » d. s, d.

l_m._.._w e e _2 e \ S \

1§6_6 hh“__ -.“_‘ —‘9~—”“ i 6 95 7 B 648 o 9 B 4-04
1967 . . . 9 10 -48 7 865 8 819
1968 . . . 8 11-28 7 917 8 Q-89
1969 8 376 6 3-93 8 2410
1970 9 424 8 1-00 9 313

It will be noticed that North Indian tea fetches higher price than South
Indian tea in London auction.

5.44. The Committee note that a number of tea producing countrics
have agreed to the quota-system for export of tea. Under the agreement,
the global quota for export of tea for 15 months from 1st January, 1971 to
31st March, 1972 has been fixed at 727.6 thousand metric tons out of
which the joint quota for India and Ceylon is fixed at 506 thousand metric
fons. The Committee trust that the tea producing countries as well as
consuming countries will arrive at some long term arrangement for stabili-
sing tea prices in the warld market through effective control over imports
and regulation of exports.

5.45. In view of the fact that new countries particularly in East Africa
are coming up and increasing production of tea and in due course they
might demand larger share of exports to the world market, the Committee
are of the opinion that the agreement arrived at by the Exporters’ Growp
might not last for Jong.

India should thus be prepared to mecet the greater challenpe from other
tea producing countries in the vears to come,

5.46. One way of meeting that challenge is to increase the production
of quality teas for promoting exports. The Committee nofe that {ea from
North India fetches better prices than tea from South India at the London
auctions. The Committee sugpest that the export of tea should ke so
regulated that India may be able ‘to sustain and increase its exports on 2
durable basis and at the same time get betler prices for ity exports.

D. Tea Promotion

5.47. It has been stated that activities concerning Tea  Promotion  in
India have been progressively reduced in the context of the drive for pro-
motion in foreign countries. The Bourd, however, retains nominal establish-
ments in India as a measure of public relations. Board's promotional  ucti-
vities arc geared mainly to the forcign countries to step up export and carn
Jiore foreign exchange for the country,
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5.48. The Board's promotional activities have two aspects, namely;
(i) Generic Promotion; and
(ii) Uninational Promotion.

(I) The object of Generic Promotion is to incrcase consumption of
tca in general in the world market. With the limited resources
at its command, the Board participated in cight Tea Councils
in combination with other tea producing countrics and local tea
Trade. These Tea Councils arc:

(i) UK,

(ii) USA,,

(iit) Awustralia,

(iv) Ireland,

(v) West Germany,
(vi) France,
(vii) Newzeland,
(viii) Canada,

(H) As uninational promotion is for improving and increasing
consumption of Indian tea, the Board has undertaken this pro-
motional work directly through its five foreign offices located at
(a) London (b) Brussels, (¢) Sydney, (d) Ncw York, (e)
Cairo and also by Head Office in Calcutta.

5.49. In planning the Tca Board’s promotional activities abroad, choice
of media is limited to the avilability of funds to meet the cost. Extensive usc
of T. V., journals and newspapers could not be resorted to and the Board
had therefore to concentrate its activities to direct consumer publicity and
public rclations designed to obtain free editorial publicity in various media.
Consumer sampling at focal points like stores demonstrations, participation
in Exhibitions and Fairs, service at Sports Meet etc. and assistance to’
merchandising of pure Indian packs constitutc main activity in foreign-
countries. India ’I}c’a Centres continued to function as a platform for sampl-
ing of pure Indian tca and a Centre for extensive public relations. Meets by
local women'’s organisations, visits from educational institutions and demons-
tration of the correct method of preparing tea to interested visitors were
encouraged. In certain cases, such as, in UK. for somectime, and now on
the Continent, U.A .R. and for a couple of years in Saudi Arabia, the Board’s"
Van continued to operate in places of interest where people gather and-
where tca would be welcome as a beverage. Introduction and promotion
of Indian packs in collaboration with foreign packers received much:
encouragement and active support from the Tea Board. !

5.50. It has been stated that due to lack of publicity, the tea exported
from India was being sold in the London market as “Ceylon Tea”. Giving
the reasons for such a situation, the representative of a Tea Planters’ Asso-"
ciation stated: :

“I feel that our failure has been both of salesmanship as well as lack
of proper planning for holding our position in the world market.” '
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5.51. Asked whether it was a fact that “In..an t€8” Was being sold as
“Ceylon tca” in UK. and elsewhere, the Chairman, 163 Board, stated:

“There are cases where predominantly Indian tea pacnS 3r¢ sold as
Ceylon. Almost all teas have a blend of teas from India, Ceylon and
other countries. A particular pack may be called Ceylon because in a
.particular country, good tea may be associated with Ceylon.”

5.52. When it was pointed out that certain tca packs abroad were found
to be marked as “Ceylon Darjeeling tea”, the Chairman, Tca Board stated:

“That has also come to our notice—it is a very small quantity.”
He added:

“Onc of the biggest sellers in UK. market is Lyons and it markets
an Indian blend. This is different from Ceylon's packs. There arc very
small sales of the packs in U.K. carrying the name of “Ceylon tca™.”

5.53. When the Committee pointed out that some Tea Associations had
stated that a consumer in U.K. who wanted to get really good tea would
ask for “Ceylon tea” and not for “Indian tea”, the Secretary, Ministry of

Foreign Trade stated:

“This is perhaps correct because we did not recally reach the retail
outlets as much as we should have, that is perhaps wherc Ceylon has
scored so that it is gencrally known among the consuming public that
what they take is Ceylon tea, But now that we arc tapping the big retail
outlets like Brooke Bonds and Lyons, we cxpect the people will get (o
know that what they take is Indian tea and as a result of this, the opinion
‘may change and they may conclude that Indian tea is better and may

consume it in larger quantities.”

5.54. Asked whether the sale of Indian tea abroad under some othcr
name could be prevented, the representative of the Ministry of Forcign

Trade stated:

“We would have no authority to interfcre with cither wholesale or
retail tradc once it is exported. It would be extremely difficult to cnsure
it because it is for the individual packer to give it a name. 1 do not know
whether the laws of U.K. require a proper explanation of thc compo-
nents or constituents of a package. Otherwise, it is not possible to cnforce
it.”

5.55. 1t has been stated that “In October, 1952, the Government
decided to withdraw from the International Tca Market Expansion Board
without assigning any particular reason for this action. At the time the Board
was supported by India, Ceylon, Indonesia, Pakistan and East Africa and it
was carrying on tea promotional campaigns in the UK., U.S.A. Nctherlands,
Canada, Nigeria, Egypt, Switzerland, West Germany, Lebanon, Iraq,
Australia, New Zealand, Denmark, Norway, and Sweden through eight
bureau located in London, New York, Toronto. Amsterdam, Zurich, Cairo,
Ibadan and Sydney. There were a few Sub-Offices but these eight offices
constituted the regional organisations of the Board. The sudden withdrawal
left thc whole Board with the prospect of a total collapse of the varioms
campaigns including those with special collaboration arrangements with local
trade. The effect of this decision on confidence and goodwill in countrics
where the trade was well organised was injurious to the future of Indian
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tea. Since other participating countries could not support  the  individual
contributions to the Board, Pakistan, Indonesia and East Africa withdrew
from the Board following the action by India. Despite the heavy cost. Ceylon
sharewdly dg¢cided to continue financing the Board to maintain such esscu-
tinl centees as it could and understundably expected the accretion of good-
will with the trade to compensate for the increased cost.”

5.56. Asked whether India’s withdrawal from Intcrnational Tea Market
Expansion Board was not a blunder which had enable Ceylon to do better
propaganda about “Ceylon tca” taking fullest advantage of India’s absence,
the Secretary, Ministry of Forcign Trade, stated:

“1 think this analysis is substantially correct. At that time the Inter-
national Tea Agrecement had expired Actually this Board was sct up in
the thirtics when there was a slump in the tea industry and it was felt
that tea promotion was vital for the tea industry and we  joined the
Board. When the agreement expired we felt it was no longer necessary
to continuc in the Board, particularly because the Board was showing
some pro-Ceylon slunt.  As a result of our walking out of the Board.
Ceylon’s name became better known and  we have tricd since then to
ractify that by opening up our own houses and trying to recaptuce the
market with Indian teas. 1 believe that Indian teas are gettiny better
known,”

5.57. In a subsequent note. the Ministry of Forcign Trade have stated:

“In view of heavy financial payments involved in the annual subscrip-
tion to International Tea Market Expansion Board and that the valuc
to India of propaganda by L.T.M.E.B. has not becn commensurate witl
measures of our financial contributions, Government examined the
advisability of doing tca propaganda on individual country basis. At the
same time, Indonesia’s inability to meet fully her subscription and
Pakistan's decision to withdraw altogether led Governfment to decide to
withdraw from the I.TM.E.B. and undertake promotion of Indian teo
abroad through our own organisation,”

5.58. On the question of entrusting the work of tea promotion to pro-
fessional agencics abroad the representative of a Tea Association stated that
the advertising industry in India  had not reached the  position  that
had developed in  a  sophisticated market. As such, it was necessary
to use a professional agency in sophisticated markets but no professional
.agency should be left to carry on the promotional work on its
own. It was stated that tea promotion should be done in a more “‘commercial
manner” and in that India should compare itself to Ceylon. The Ceylon
Propaganda Board enjoyed greater autonomy than the Tea Board in India
and the tea industry was also associated much more for getting its advice
and Knowledge. After the programmes and annual budget had been sanc-
tioned by thc Ceylon Government for being utilised by the Ceylon Propa-
ganda Board on those programmes, the Board was free to spend that amount
in any manncr it liked in consultation with the tea industry whereas in the
casec of Tea Board even in regpect of a sanctioned amount, a particular
scheme had to be referred back for approval of the Government of India
and in that manner much time was lost.
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5.59. The following table show the expenditure incurred by Ceylon and
India both on uninational and generic promotion:

(In crores of Rupees)

1969

Average 3 vears

1967 1968
pereentage
— o e e
3 5™ 6 24,
)4 2.4 2 100
Iudla
(In crores of Rupees)
1967-68 1968-69 1969-70 Average 3 years
percentage
4 5 6 479, )
-6 -6 -5 53“..
10 1l o 100

It will be scen that Ceylon spends 76% of the total expenditure on
uninational promotion and only 249 is spent on generic promotion whercas
India spends 47%¢ on uninational promotion and 53% on generic promotion.
The inference is clear that Ceylon is giving greater importance to the sale
of “Ceylon tea™ and is less concerned about promotion of tca as beverage.

5.60. The representative of the Ministry of Forcign Trade stated that
the Ceylon Propaganda Board was spending more money on tea promotion.
When asked why Ceylon was able to spend morc moncy in foreign exchange
on tea promotion which India could not, the rcpresentative of thc Ministry
of Foreign Trade stated:

“As regards the first question about the relative spending of moncy
or propaganda or promotional activity abroad in relation to how much
Ceylon is spending, it is quite true that for nearly the same quantity of
tea exported by the two countrics, we arc spending about haif the
amount. If I may mention here, you have to take into account the export
cconomy of Ceylon. Ceylon is spending that much moncy for its largest
export item and which, I believe is almost half of the totul exports. Our
cxports arce to the tune of Rs. 160:.-170 crores. We have to spend forcign
cxchange in various directions. You may appreciatc the fact that by
spending half the amount, we arc able te sell, the samc quantity which
they are able to sell, although they have been in  severc  compcetition
with us.”

5.61. Explaning the position further, the Secretary, Ministry of Foreign
Trade, stated:

“We arc thinking in terms of diversifying export trade. Theirs s
largely one commodity export trade. In order to preserve that, they arc
certainly preparcd to spend as much as they can spare. In our casc, tea.
jute, textiles ctc. still continue to contributc a very major share to the
total export carnings. But it is in other respects where promotional cffort

“*At the tim? of fu.t_uﬂ\_erlﬂc‘mo_nthc Mini;tr',v of Foreign Tride have revised this
figure to 14,
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is needed to a much greater cxtent, say, in engincering  goods, auto-
ancillaries, cycle parts, leather goods, cashew etc. It is in these sectors of
c:{n}port trade that we would like to spend more moncy for promotional
effort because therc the returns would be greater. In our context, tea
contributes only about 10 per cent of the total export carnings. There
is greater need to subsidisc or providc money for cxport promotion in

respect of other things.” -

5.62. Asked whether Tea Board had tricd to popularise Indian tea
abroad through thc use of various media available e.g. television, cinemas
and newspapers, the Chairman, Tca Board stated:

“Promotion is of three types. There is the brand promotion. Therce
is the generic promotion, that is, promoting tca as such as a beveragc
as opposed to other beverages and soft drinks—beer and coffee. There is
the uninational promotion. The brand promotion is. of course, being
done by the brand-owners like Brookebonds and Liptons. Then the
generic promotion is done through the various Tea Councils. What was
originally done through the International Tea Marketing Board is now
being done by the Tea Councils which we have cight all over the world
of which we arc also members. It is for the brand promotion that tele-
vision is the most productive where money is spent because you are
motivating pcople to buy somcthing that is available. So far as gencric
promotion 1s concerned, the idca is to increase demand for tca parti-
cularly in the affluent countries.”

5.63. Regarding the cost involved is the use of these media, the Chairman,
‘Tea Board, stated :

“I have with me some figures to indicate the order of expenses involved
in these media. In USA on one national television channel, you may
spend for one minute and for only one showing as much as 65,000
dollars. It comes to over Rs. 4 lakhs for one showing for one minute.
The total budget of the US Council is about 40 lakhs. That means in a
year they can have only 10 one minute spots on one national channel for
the whole year and they will do nothing else. In the Readers’” Digest or
Time magazine one insertion, one page in colour costs about 65,000
dollars. With all the money that they have they cannot afford television
or publicity in large circulation magazines. The cost involved is colossal
and that kind of money cannot be found. Moreover. experience tells us
that television is the most successful in pushing brands where you are
competing with other brands—for cxample Brookebonds is competing
with Liptons—you get the people to go and ask for Liptons tea or
Brookebond tea. Generic promotion does utilise tclevision but onlv to
a very limited cxtent and that too mostly when it is free, when the Tea
Councils take part in public relation activities.”

5.64. It has been suggested to the Committee that promotional work
should be done by a separate Promotional body as distinct from the Tea
Board which should be under the direct comtrol of Industry and Trade.
During evidence the representative of the Ministry of Foreign Trade stated
in this connection :

“T do not think we nced have a Board to promote this drinking of
more tea in India. Even for propaganda abroad. I think the present
system that we have of a Board both for looking after the growth and
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development of the industry within the country and the export of tea
outside, is a morc healthy and more rational approach than divorcing
these two activitics, because the two activities arc rcally interconnected
in a way. Perhaps what is needed is strengthening of the promotional
side, streamlining of it, and taking steps to see that it is really adequatc
to the great responsibilitics that are entrusted to it. 1 might mention that
the Ceylon Government had themsclves been examining this question,
and the thinking of Ceylon is that the modecl of our Tea Board which
looks after the industry as a whole, right from the cultivation and deve-
lopment of tca to its marketing abroad, is perhaps a better method of
dealing with the problem.”

5.65. The Committee were informcd during evidence that the tea pro-
maotion activities of the Tea Board in foreign countries included participation
in exhibitions and fairs and holding of store demonstrations. The Chairman.
Tea Board, stated :

“When the Indian Cricket Team was in UK., the Indian tea team
was also there on the cricket ficld and, in London, when the match was
being played at Lords, whenever o boundary was scored by an Indian
cricketeer, he came on the television with a big slogan “Drink Indian Teu:
it is good for you” in the background. So, on cricket occasions, sports
events and other such occasions also we hold demonstrations and serve
tca. We have, also, at London, a Tea Centre which is the focal point
of all activity where, we invite partics from schools, women's organisa-
tions etc. to look at our films and demonstrations.”

5.66. When asked about the tea promotional activities in non-traditional
markets like U.S.S.R. and other countries, the Chairman, Tea Board, further
stated :

“Even in Russia and other East European countries, for instance, we
have taken part in some annual fairs. We took part in the Moscow fair
in 1963. Whenever therc are important occasions or whenever India
organises exclusive exhibitions in other countries, Indian tea is invariably
there.™
5.67. Asked what are the concrete achievements in regard to tea promo-

tion abroad, the Ministry of Forcign Trade have stated :
(i) Our promotional activitics have improved general awarencss of
Indian Tea and its quality in the world.
(ii) It has been able to retain the market for India inspite of kecn
competition from Ceylon. East Africa and Indoncsia.
(ii1) The Board has been able through their Directors to establish
close contacts with importers and packers in forcign countries.
(iv) Quite a number of Indian packs have been brought out in foreign
markets which provides. besides availability of Indian tea, o
focal point for promotion in foreign countrics.
(v) Board's participation in cxhibitions has promoted substantially
sale of Indian packet tcas in foreign countries and brought about
many trade enquiries.
(vi) Board’s officers abroad bcing directly in touch with tea trade.
are able to obtain markcting information promptly.

5.68. The Committee also note that India withdrew from the International
Tea Market Expansion Board in October, 1952 on the ground that the value
of propaganda bv the International Board had not been commensurate with
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the financial contributions which India had to make. The net result was
that Ceylon took the maximum advantage of India’s absence from that Inter-
national body and despite heavy cost continued to maintain essential centres
thereby wresting the initiative from India and enhancing the prestige of
“Ceylon tea”. The Commiitec are surprised and concerned to note that
sometimes Indian tea is sold as “Ceylon tea™ in the U.K. and other foreign
markets”.

5.69. The Committee are constrained to note that India spends S$3¢
of the total expenditure on generic promotion and 47%  on  uninational
promotion whereas Ceylon spends 767, on uninational promotion and oaly
24¢¢ on generic promotion. The inference is clear that Ceylon is more
interested to do propaganda about “Cevlon tea” as against propaeating
“tea” as a beverage superior to other beverages. The Committee feel that
in the long run, it is uninational premotion which will help adia to regain
its paramount position in the world market.

5.70. In order to compete with Ceylon and other East African couniries
in the world market India will have to make concerted efiorts to popularise
“Indian (eas™ abroad. The Committce are of the view that tea promotion
abroad should be done in a commercial manner with the help of professional
agencies to reach retail outlets in sophisticated markets. The Commiittee atso-
suggest that to achieve the best results more powers should be delegated to
the Directors of Tea Promotion abroad to enable them to take quick decisions
within the broad policy laid down, to suit the exigencies of the situation and’
without the necessity of getting prior approval from the Tea Board at
Calcutta”.

E. Tea Centres

5.71. It has been stated that “Tca Centres constitute a medium  of
promotion like the T.V. and the Press.  Basically, it is a place from where
imformation about tea is disseminated. where people gather to taste o cup of
tca properly prepared and where visitors get an opportunity to sample tea
from different regions of the country having different characteristics. A Tea
Centre has an indentifiable entity and also provides an important focus around
which meaningful publicity campaigns could be built up.  Besides distribu-
tion of pamphlcts and literature, films arc shown at the Tca Centre  to
propagatc the virtues of tea, It is in this background that tea centres have
been and are being opened by India in various countries.

Onc cannct be guided mercly by trading results in the case of 4 tea
centre, in considering the cfficiency of a Tea Centre. Catering at a Tea
Centre is provided in fact only to get people to come in large numbers.  Not
very many people are likely to visit @ Tea Centre just in order to taste the
teas and learn about the qualities unless at least some snacks and limited
meals are offered. And getting in large numbers is important from the
promotional point of view. But it is not only the people who came into
these Tea Centres who are influenced in favour of Indian Tea. For cvery
person visiting the Centre, therc may be hundreds who walk past. These
reople will sce the Tea Centre from outside, perhaps pause a while and
look at the display in the windows ond it could reasonably be assured that
all those who do so will have been consciously or sub-consciously made
aware of India as the country from where their teas come and thus cncourage
them to talk about Indian teas and ask about them from their stores.
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During the last three years Tea Board nmaintained the following Tea
Centres at London, Edinburgh, Cairo and Sydney. During the latter part
of 1970-71. Edinburgh Tea Centre was closed and a new Centre in Melbourne
wias opencd.

5.72. Ministry of Forcign Trade have stated that the number of visitors.
to the ‘Lond(m and Cairo Tea Centres are approximately 2 Jakhs annually
while the number of visitors who visit Sydney Centre are around 1 lakh
annualhy.

572 The Committec were informed duting evidence that the Londor
Tea Centre was running at a loss and all other Centres were making “marginai
profits™  In a subsequent note furnished by the Ministry of Forcign Trade,
the position regarding profits/losses incurred by the various Centres has
been stuted as under :

Centre 1968-69 1969-70 Remarks
LLondon . . Rs. 04 lakhs Rs. 6 lakhs
(loss) (loss)
Edinburgh Rs. 11 lakhs Rs. 15 Jakhs Since  closed in
(loss) (loss) 1970-71.
Cairo Rs. 16,947 Rs. 7,378
(profit) (profit)
Sydney Rs. 17,500 Rs. 16,100
(profit) (loss)
Melbou ne - o Opened in

December, 1970

5.74. Asked why the London Tea Centre was running at a loss, the
Chairman, Tea Board, stated :

“The rents and rates arc very high. The profit from the turnover
cannot possibly meet the cntire rents and rates. In fact, when the tea
centre was cstablished in 1963, it was established on the clear understand-
ing that it will never be able to run at a profit. It was more to serve as
a focal point where from te carry on promotion. Ceylon has also a Centre
which they inherited. In order to counter the influence and the cffect of
the tea Centre run by Ceylon, it was felt, tndla musi also have a centre.”

5.75. When asked why the Tea Centre was not run on commercial lines,
the witness stated :

“Because it was not meant to be a commercial enterprise; it was meant
to be a centre for promotion of Indian tea.”

5.76. When asked whether it would be feasible to use the Tea Centres
for the sale of packet tea and whether those centres were attending (o any
trode enquirics 1rom foreign tea buyers, the witness stated :

“These tea centres do not handle tea enquiries.  With regard to sale
of Indian tea. sale is taking place from all these tea centres.™

5.77- The Committee were informed during evidence that it was decided
in 197G o appoint a firm of catering consultants so that they could find out
what would be the best method of working of the London Tea Centre and
submit both short-term and long-term recommendations. But that idea was
ultimately not implemented. A proposal was now under consideration to:
sub-lease a part of the premises of the Tea Centre to an experienced firm of
caterers who would scrve Indian tca and thereby do propaganda for the use:



70

of tea as a drink. The representative of the Ministry of Foreign Trade
stated :

I an experienced firm of caterers takes it up, it is possibic that they
will be able to make it a paying proposition without losing its essential
character of promoting Indian teas.”

. 578. When asked whether the premises could be given to Air India or
ll]dlll: Tourism Development Corporation who were experienced in running
.catering cstablishments on commercial lines, the witnesg stated :

“It they are intercsted, we would certainly consider this.”

579, When asked whether an_ attempt had been madc to colluborate
with some hotels and 1cstaurants in foreign countrics to popularise Indian
tea. the Chairman, Tea Board, stated :

“They have been approached, The response has been poor. We
oftered, for instance, our assistance to Gaylords in Port of Spain. When
I visited Port of Spain, I went over thcre. They have a fine place, an
excellent restaurant there. But they were not keen on having olur
collaboration. But ag 1 said, if a restaurant is run to a standard, which
would do credit to the country, we would be only too glad to go and
help them in running a Tea Corner.”

5.80. The Committee note that the London Tea Centre has been running
‘at a loss. Government have stated that this Centre was never meant to be
‘a commercial enterprise. The Committee further note that an attempt is now
being made to sub-lease a portion of the premises of the London Tea Centre
to an experienced firm of caterers who would undertake to do propaganda
for Indian teas. The Committee suggest that the possibility of running this
‘Centre on commercial lines should be explored in consultation with Air India
and the India Tourism Development Corporation who have some experience
-of running catering establishments.

5.81. The Committee would like Tea Board/Government to consider
‘whether the Tea Centres should not be used for dissemination of all com-
mercial information pertaining to export of tea and also act as retail outlets
for sale of packaged Indian tea.



CHAPTER VI

o * FINANCIAL MATTERS

A. Budget of Tea Board

Tne following statement shows the original estimates, final grant and
acttial expenditure of the Tea Board for the ycars 1968-69, 1969-70 and

1970-17 :— ohiv Bl
Year Original Final Actual Variation 9o 0f
estimates Grant cxpenditure variation
as
sanctioned
T Rs. Rs. Rs. Rs.
1968-59 1,69,87,000 1,85,83,100 1,80,04,520 (—)5,78,580 3119
1969-70 2,09,73.900 2,04,68,300 1,85,87,819 (—)18,78,481 9-18Y%,
1970-71 2,07.91.500 2,11,46,000 2,11,32,132 (--)13,868 07 %,

6.2. Explaining the shortfall in expenditure during 1969-70, the Minis-
try of Foreign Trade have stated inter alia that a saving of Rs. 14,77,228
had occurred due to reduction in the quantum of contribution to UK.
“Tea Council and duc to the fact that the Scheme of Tea Promotion and

imarke® surveys in Japan and other countries budgeted for did not mate-
rialise.

' B. Tea Cess and Tea Fund

6.3. A production cess of 4 paisc per kg. on all teas produced in India.
is coliccted by the Central Excisc Department. The Cess collected is the
main source of the Board’s revenue. The proceeds of the cess are first
credited to the Consolidated Fund of India and the Central Government
releases to the Board from and out of such proceeds such sums of money
as it may think fit after deducting the expenses of collection.

6.4. The amount of cess collected and actual expenditure incurred by
the Tea Board is indicated below :

BRIV

Year Cess Actual *
collected Expenditurc ‘¢
(Rs. in crores) (Rs. in crores)
1968-69 1-68 1-80
1969-70 155 1-85
1970-71 1-60 211

6.5. The amounts released by Government from time to timc from the
Consolidated Fund of India on the basis of sanctioned budget are, in the
first instance, credited to the Personal Ledger Account of the Chairman,
Tca Board, with the Reserve Bank of India, Calcutta. The Tea Board
has 4 other heads of revenue which are as follows :

(i) Fees rcalised on account of licences issued.

(ii) Miscellaneous Receipts.
71
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(i) Recoveries of Loans with interest under Hirc Purchase and
other schemes advanced from the Tea Fund upto 1966-67.

(iv) Interests reccived on advances and under Hire Purchase and
other schemes.

These items of revenue are collected directly by the Board and credited
‘1o its account with the Statc Bank of India and thercafter to the personal
Ledger Account of the Chairman with the Reserve Bank of India, Calcutta.
The Board has also a Fund Account called the Tea Board Tea Fund (Dis-
bursement) Account. The amounts required for remittances and disburse-
ments are drawn from the Personal Ledger Account and credited to the
Tea Board Tea Fund (Disbursement) Account.

6.6. The Commi:tee note that a cess of 4 paise per kg. is levied on ali
teas produced in the country. The Committee also note that the actual
cxpenditure on the Tea Board during the years 1968-69 to 1970-71 had been
more than the total cess collected,

6.7. The Committec, therefore, suggest that Government should examine
the feasibility of revising the rate of cess levied on tea for the purpose of
meeting the total expenditure of Tea Board and also examine the expenditurce
of the Tea Board with a view to determine whether the moneys available are
well spent,

C. Taxes on (ca
(1) Export duty

6.8. Export duty on tca has been abolished with cffect from 1-3-1970.
Prior to that it was levied at the following rates :

(1) Loose tea-—15 ad valorem less 55 paise subject to a muximum
of Rs. [.70.

(2) () Package tea in metil container upto I Kg.—Nil.
(b) Package fea in other containers upto 1 Kg—5¢.
(1) Excise duiy

6.9, Lxcise duty is levied at the following rates per  Kg. in wvarwas
ZONCS ¢

(1) Loose tea

Zone

Rate
. ... ... . 25paisc -
1" . . . . . . . . SO paise
m . . . . . . . . Rs. 150
v . . . . . . . . Rs.1:00

\Y . . . . . . . . Rs. 1-15

Excise duty on Green tea s fevied at the rate of 10 paise per Kg.



(2) Packaged tea

(«) In packets containing 25 gms. or less . . 40 paisc plus loosc tea duty

(h) In container containing more than 25 gms.  Rs. 1:00 plus loose tca duty.
but not more than 20 Kgs.

(1) Rebate of Excise duty

6.10. With effect from 15-4-1970 rchate of excisc duty is given on cx-
ported tea as follows :

(1) Loose tea

Equivalent to 30% of the F.A.S. price in excess of Rs. 5.25 per Kg.
subject to a maximum of 75 paisc per Kg.

(2) Packaged tea

(a) Similar rebatc as mentioncd above is admissible on the loose tcu
contents of packaged tea cxported.

(b) Full rebate of duty is given on packaged tea in container contain-
ing more than 25 gms. but not more than 20 Kg.

(3) !nstant tea

10% ad valorem in addition to duty on Joose tea if used in the manu-
facture. In casc of instant tca exported, the 10% ad valorem excisc
duty is not levied.

(4) Cooperative and Bought-leaf [actory

Tea manufactured in a bought-leaf and cooperative factory in Zone (V
are cntitled to a reduction of 10% in the basic excise duty of Re. 1.00
per kg. with effect from 2-6-7G. Bought leaf and cooperative factorics
along with all other factories in Excise Zones 111. 1V and V fectching
average price of less than Rs. 5.00 per Kg. were given the concessional
treatment of having to pay cexcise duty only @ 70 paise per Kg. sub-
ject to certain conditions. The conditions referred to above were re-
laxed on 15-12-70 and simultancously the duty payable by cooperative
factorics under the above circumstances was reduced from 70 paise to
63 paise per kg.

6.11. 1t has been represented to the Committee that excise duty on tea
i« levied on Zonal basis and varies {rom 25 paise to Rs. 1.50 per Kg. ac-
cording to the zone. The duty is much higher in those arcas which are
more productive and produce quality tea which can compete in forcign
market.  The higher levy in such arcas which produce guality tea acts as a
dampner as far as export of tea is concerned.

6.12. Explaining the Zonal system of excise duty, Ministry of Foreign
Trade have stated : '

“The Zonal System- of levy of cexcise duty was introduced in 1958
so as to make an equitable distribution of the excisc duty on tea produced
in the different tea growing arcas of India, The main criteria accepted was
the average price per Ke. on the basis of geographical contiguity along
", aith the known cost differentials: over. these arcas and- adjustments in
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special cases in the light of other relevant factors particularly the reali-
sation per hectare as also the productivity of the area.”

613 Asked \thther higher rate of excise duty in certain areas affected
production of quality tea, the Ministry have stated as under :

“The highet excise duty on quality producing areas was originally
levied in view of the fact that these teas were able to get better prices.
and were thus in a position to bear a higher incidence of duty. How-
cver, conditions in the international tea market had in the meamntime
undergone a change making it difficult even for our quality teas to com-
pete in international markets with teas produced in East Africarr coun--
trics which were also marketing quality teas in increasing quantities.
A radical change in the tax structurc involving abolition of export duty,
increasc in the zonal rates of cxcise duty and grant of rebate
varying with prices of tea cxported was introduced in the:
budget for 1970-71. The object was not to increasc the burden
on quality tcas but on the contrary to give producers in quality areas
an incentive to increase production and improve quality so that' they
could export larger and larger quantities of quality teas and benefit
from the rcbates granted at the point of export thereby considerablv
reducing the net incidence of taxation on quality teas. [t may be stated
that 65% of Zone V teas are exported against only about 40% of
Zone 1 and Zonc II tcas. Teas produced im Zone V
also fetch much higher prices compared to those produced in
Zones | and IT and thereby obtain much higher rcbates: The samc is
truc about Zone TIT (Darjeeling teas) of which about 95% are exported.
Thus. although the initial excise duty on Darjecling teas is Rs. 1.50
per Kg., the net incidence taking into account the rebates reccived at
the point of export is only 78 paise per Kg. For Zone V teas of which
659 teas arc exported, the net incidence is 80 paise per Kg. although
the initial levy is Rs, 1.15 per Kg. It would, therefore, be seen that
the changes cffected in the budget for 1970-71 should serve as an in-
centive rather than a detriment to higher production in quality producing
areas.

6.14. Asked whether the Zonal system of excise duty had an adversc
cffect in the Derjecling area, the Chairman, Tea Board, stated :

“In Darjecling such a high proportion of tca is exported and there is
such a substantial rcbate granted on the excise duty on exports that it
would not be correct to say that they are suffering. The Excise dutv
finally borne in Darjeeling is not high.”

6.15. When thc Committee enquired whether any State Government had
represented for the removal of differntial rates of excise duty levied in
different zones, the representative of the Ministry of Foreign Trade stated :

“To the best of my understanding if the rates of excisc duty are
different in different zones, it i8 on grounds of the quality gencrally
speaking of the tea produced in those zones. There is some kind of
an ad valorem angle. The morc expensive tea pays a larger quantum
of excise duty.” '

6.16. When asked whether in a particular zone a tea garden producing
low quality tea would be required to pay the same quantum of excise duty
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which was payable by another tea garden which produced quality tea. the
witness stated :

“The system of having four or five zones in perhaps a good one.
But the question may be whether certain areas have been correctly in-
cluded in onc zone or other or whether there should be borderline cases
which should be adjusted with the next zone, lower zone. This is a
matter which certainly may be examined when it comes up.”

6.17. On the question of full refund of excise duty on exported tea,
the representative of the Ministry of Foreign Trade stated :

“Additional incentive does not appeuar necessary.  If it is granted,
there is apprehension that the price for Indian tea will fall further. The
lotal foreign exchange carnings will go down rather than go up.”

6.18. Asked about the rates of excise duty levied on tea in Ccylon,
Kenya and other East African countrics, Ministry of Foreign Trade have
stated

“No excise duty is levied on tea in Ceylon, Kenya and other East
African countries. They, however, have other types of levics.”

6.19. The Committee note that excise duty on tea is levied on a zonal
basis and varies from Rs. 0.25 paise to Rs. 1.50 per kg. according to the
zone,

6.20. The Committee are, however, glad to note that the excise duty on
-green tea is Jevied at the rate of 10 paise per kg. only. The Committee
fur.her note that the export duty on tea has been abolished with effect from
1-3-1970 with a view to increasc exports and this step has achieved its
purpose in-as-much as the export performance during 1970-71 has been
much better as compared to the previous years, The Committec, however,
feel that the rates of excise duty levied in the five zones need to be examined
periodically and these differen;ial rates sholud be fixed in such a manncr that
the quality tcas which are exported can compete with teas from other coun-
tries in the international market. This also raises the question of higher
rebate on exported tea or even a total withdrawal of excise duty on exported
tea.

6.21. Government have expressed the view that no additional incentive
appears to be neccessary in rebate of excise duty on exported tea. 1t has
been further stated that full refund of excise duty will adversely aftect the
price of Indian tea and total foreign exchange earnings will go down. India
has to compete with fea producing countries like Ceylon, Kenya and other
East African countries where no excise duty is levied at the production stage.

6.22. The Committee would like Government to examine the taxation
structure in other tea producing countries notably Ceylon, Kenya and other
East African counfries and then to devise measures most suitable to Indian
conditions in order that Indian tea can compete with tdas from those coun-
tries in the in‘crnational market. In the Committee’s opinion, a rebate of
excise duty on exported tea is more advantageous to the tea exporter rather
than to ‘he tea producer and this aspect of the question needs to be examined
in greater depth,

6 - 64LS$/72
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(iv) State taxes on tea
(a) West Bengal Entry tax

6.23. An entry tax (@ 13.78 Paisc per Kg. is levied with cflect fromr
16-4-56 on all tea cntering into Caleutta, Howrah and some areas of 24-
Parganas except those shipped before sale at Calcutta auctions,

tb) Agricultural Income-tax

6.24. Agricultural Income-tax is levied at different rates in the States of
Assam, West Bengal, Tamil Nadu, Mysore and Kerala.

The Tea Finance Committee had recommended that the rate of tax on
the agricultural portion of the composite income should not exceed the rate
of tax on the non-agricultural portion of it. This view was endorsed by
the Borooah Committee. The observations of the Borooah Committec were
forwarded to the State Governments.

6.25. The Consultative Committeec of Plantations Association repre-
sented that it was not  suflicient to refer the recommendations of the Tea
Finance Committec and Borroah Committee to the Statc Governments for
action and that the Central Government should give additional assistance

to State Governments so that the State Governments might be able to reduce
agricultural income-tax.

6.26. Ministry of Foreign Trade have stated that “a study of the burden:
of Central and State tuxes on tea industry has recently been taken up by
the Directorate of Tax Research in the Ministry of Finance. They have
been requested to cxamine the representation of the Consultative Committee

of Plantations Association as a part of the study already undertaken by
them. Their report is awaited.”

6.27. The Committec note that the Directorate of Tax Research in the
Ministry of Finance has undertaken a study of the burden of Central and
State taxes on the tea industry and their report is \awaited. The Committee
trust that while examining the matter the Ministry of Finance will pay due
attention to the recommendation of the Tea Finance Committee which was
also endorsed by the Borooah Committee that the rate of tax on the agricul-
tural portion of composite income should not exceed the rate of tax on the
non-agricultural portion of it.

6.28. The Committec would also like the Ministry of Finance to examine
whether the incidence of tax in the tea industry is much higher than it is in
other industries and what remedial measures ought to be taken to provide
relief to that industry. A point which deserves consideration is whether any
depreciation should be allowed on the field assets in calculating the net
income of a tea estate on which tax should be levied.

D. Loans and Credit facilities

6.29. It has been represented to the Committee that therc is necd for
developmental loans being made available to the Tea Industry through the
nationalised banks.
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6.30. The Committee enquired during evidence what criterion was fol-
lowed by thc nationalised banks to provide developmental loans to the Tea
Industry. The representative of the Ministry of Foreign Trade stated :

“Nationalised banks do provide assistance to the tea industry. There
1s no sort of bar. But we understand that mainly they borrow from the
banks against crops. Also they sometimes borrow for machinery. Since
we have a specialised scheme which perhaps is working more smoothly
on more liberal terms, recourse to the banking system may be less. The
scheme run by the Tea Board is more likely to be responsive to the
needs of the tea industry than schemes run in general by banks which
deal with & number of other industries.™

6.31. In a subscquent note furnished to the Committee,  Ministry ol
Forcign Trade have stated as under :

“Comynercial Banks, in general provide only working capital  loans
to tea.gardens and these have to be liquidated every year. However,
under the Agricultural Refinance Corporation Schemes some develop-
ment loans are being disbursed through Commercial Banks. The Banks
obtain reimbursement of the finance from the Agriculturul Re-finance
Corporation in accordance with the rules laid down by them. The
Agricultural Re-finance Corporation schemes arc operated through all
Commercial Banks whether Nationalised or not.

The procedure, as far as we are aware, is that applications in the
proforma laid down by the Agricultural Refinance Corporation have to
he filled in and submitted to the Banks by their constituents.  After
cxamination, if acceptable. the Banks forward the same to the Agricul-
tural Re-finance Corporation for acceptance. The Agricultural Re-
finance Corporation in turn refer the scheme to the Tea Board to obtain
a technical fcasibility report. If the applications are ultimately found
acceptable funds are advanced to the applicant by the Bank who get
this reimbursed from the Agricultural Refinance  Corporation.  The
sccurity for the loan is the mortgage of the property, the title deeds of
which arc generally pledged with the bank as collateral sccurity for
the short term loan. The banks do not get full reimbursement of the
amount which is gencraly restricted to 509 but in  some cascs  re-
imbursements have extended to about 75%”

6.32. Asked whether to help the tca estates to get loans from banks
Tea Board provides any guarantec for repayment, Ministry of Foreign Trade
have stated that Tea Board does not provide any guarantee.

6.33. The Commiittee note that the Commercial Banks provide loans as
working capital to tea gardens and these have to be liquidated every year.
There is also provision for giving loans under the schemes of the Agricultural
Refinance Corporation which are operated through Commercial Banks. The
security for such a loan is the mortgage of a property and the title deeds have
1o be pledged with the bank as collateral. The Committee further note that
the Tea Board at present has no scheme to provide Any guarantec to (ca
growers for repayment of loans. The Committee need hardly stress that
while the big tea estates or the affluent section of the tea industry can easily
get Joans from the banks by mortgaging their crops or other property, the
small tea growers have to face real difficulties in getting loans from the banks.
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The Committce, therefore, suggest that the Tea Board should act as the walch
dog of the small tea growers. As the small tea growers need all possibie
encouragement both for increasing production and for improving the quality
of tea, these twin objects cannot be achieved unless adequate credit facilitics
are made available to small tea growers on easy terms.



CHAPTER VII
RESEARCH AND OTHER MATTERS

A. Research

Undcrtaking, assisting or encouraging scientific, technological and eco-
nomical research are statutory functions of the Tea Board under section 10
(2)(d) of the Tea Act. The Tea Board does not have any research
station of its own for undertaking scientific and technological research on
tea. The Board assist the conduct of rescarches by financing various exist-
ing tea research cstablishments of the tea industry so that they can main-
tain and cxpand their research activities. The Board has also been pro-
viding grants to some of the Universities and technical institutions for under-
taking research on those topics which for some reason or other cannot be
included in the programme of the existing tea research establishments,

7.2. It has been stated that Expenditure incurred by the Tea Board
on researches is currently of the order of Rs. 10.5 lakhs per year.

1. Ad hoc Schemes of Research

(1) Scheme on preparation of soluble tea with special reference to ted
flavour at the University of Calcutta

7.3. Under this schemc cxpcriments were carried out on the preparation
of ‘soluble tea from green tea leaves of different locations and of different
‘Jats’ and clones with a view to studying the cffect of the nature and otigin
of the source miaterial on the quality of the soluble tea products. Experi-
ments were also conducted on the extraction of essential oils of tea from
the green tea leaves and a study of the aromatic principles. Expenditure
incurred by the Board for the running of the scheme at the Calcutta Uni-
versity during the past three years has been as follows : —

1968-69 Rs. 31,021 -00
1969-70) Rs. 31,999 -00
1970-71 . Rs. 16,000 -00

Total . Rs. 79,020 -00

(2) Scheme of Improvement of the tea culture in the hilly areas of the
Himachal Pradesh

7.4. Under this scheme long term and short term agronomic trials were
continued for finding out the optimum conditions for tea culturg in the hilly
region of the Himachal Pradesh. The trials were aimed at producing data
for formulating recommendations on the best methods of pruning and man-
uring and thc best time of pruning. Data were also collected in regard to
the suitability of different ‘jats’ and clones. The Board’s grants-in-aid
1owards this scheme at the Palampur Tea Expcrimental Stations during the
past three years has been as follows :—

1968-69 . . Rs. 32,052 00
1969-70 . . Rs. 21,460 -00
1970-71 . . Rs. 20,000 -00

Total . Rs.73,51200

79
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M. Grant to the Tea Research Association

7.5. The Tea Rescarch Association was formed on the st January, 1964
on the basis of an agreement with the Council of Scientific & Industrial
Rescarch that 50% of the TRA's agreed annual recurring and non-recurring
cost would be shared equally between the CSIR and the Tea Board, the
balance being found by subscription from members. The main object of the
Association is to carry out rescarch and other scientific work connected with
the cultivation, production and processing of tca for the benefit of its mem-
bers. The main rescarch  station run by this  Association is the Tockiai
Experimental Station at Jorhat. The Tca Board made the following grants

to the Tea Rescarch Association through the CSIR during the last three
years :—

1968-69 . . B +  Rs. 10.00,000 00
1969-70 ) . . . Rs. 10,00,000 00
1970-71 . . . . Rs.12,47,925-00

Total . Rs. 32.47.95 00

111. Grantin-aid to Assam Agricultural College

7.6. Ancillary to the main function, namely research, is the task of
creating a pool of technically trained personnel for the tea industry and its
research establishments. For this purpose the Tea Board provides grants
towards courses of technical training in tea offered by the Assam Agricul-
tural University. ‘Tea’ was introduced as a special subject of study in the
three years agricultural degree course at the Assam Agricultural University
from the academic session beginning July, 1968. The Tea Board‘s grants to
the University for the running of the Tea Course at thc University during
the past threc years has been as follows:—

Capital Recurring Total

(Rs.) (Rs.) (Rs.)
1968-69 70,000 -00 13,070 00 83,070 -00
1969-70 70,549 -00 31,451 00 1,02,000 -00
1970-71 78,000 ‘00 34,436 -00 1,12,436-00
2,97,506°00

1V. Research Expansion Scheme of the United Planters’ Association of
Southern India

7.7. The United Planters’ Association of Southern India have sect up a
Central Tea Research Station in the Anamallais and a Sub-Station in Kerala
with the help of a capital grant of nearly Rs. 17 lakhs from the Board.
Disbursement of the phased grant had been completed beforc the period
under review. The Board had, however, made a proposal for a non-recurring
grant of Rs. 2,75 lakhs and a recurring grant of Rs. 2 lakhs per yecar to the
UPASI's research station concerned to cnable it to organise an Advisory
Service particularly for the small growers. Government of India have sanc-
tioned a total grant of Rs. 4,75,000 to bc mct by the Board for advisory
service for dissemination of rcsults of research and for the project of
Chemistry of Tea.
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7.8. Asked about the reasons why Tea Board did not have its own
rescarch station for conducting scientific and technological rescarch on tea,
the Ministry of Foreign Trade have stated:—

“The Tea Research Stations cstablished by the different sections of
the industry have for many ycars been satisfactorily mecting the research
ueeds of the tca industry, Establishment of a separate tea research station
by the Tea Board would not only involve considerable capital expendi-
ture but would amount to duplication of cfforts. Therefore, instead of
setling up a separatc tea research institution, the Tea Board decided to
provide financial assistance to the cxisting tea research establishments of
the industry to cnable them to maintain and expand their research
activitics. The Board is also represented on the Councils of Management
of these institutions.” '

7.9. Regarding the activities of the Rescarch Station at  Jorhat, the
representative of a Tea Association stated that there were two approaches
to the research that was being carried out on tca. First of all there was the
advisory service which meant the dissemination of knowledge to the growers
of tea. This was one of the functions of the Rescarch Station. The.sccond
function was to render advice on individual problems of the tea growers.
Both these functions were being discharged satisfactorily, However, there
was need for doing long-term fundamental research on complex subjects for
instance “‘analysis of the properties of tea lcaf.” Such an analysis would
help to determine the various biological and chemical comstituents of the
lcaf and thercby identify the flavour of a particular variety of tea, For such
long-term research, sophisticated cquipments and personnel were nceded.

7.10. In this conncction, Ministry of Foreign Trade have stated:

“The Tocklai Experimental Station is currently conducting researches
to establish the co-relation between the various biochemical constituents
of the leaf and the quality/cash valuation of the manufactured tca.”

7.11. In reply to a question whether resecarch on such a complex
subject will prove beneficial to the tca industry, Ministry of Forcign Trade
have stated:

“Fundamental researches on the influence of various cultural practices
on the chemical constituents of the tea leaf as well as the influence of the
chemical constituents on the ultimate quality of the manufactured tca
may lead to results of far reaching importance. Such researchcs may
welil provide the basic information in regard to the cultural and manu-
facturing conditions necessary for achieving the optimum quality in the
product.”

7.12. The representative of a Tea Association informed the Committee
that tea from Kangra was quoted in the London auctions in 1903 and 1904.
. But now Kangra could hardly be called a tca producing arca because the
tea estates there did not associate themsclves with the latest rescarch on tea
by becoming members of the Tea Research Association. It was also stated
that the research which was applicable to Assam could not blindly be
copicd by the tea cstates in Kangra; becausc the conditions were different.
the rainfall cycle and soil conditions were different. As such, research was
extremely important to determinc the individual requirements in a particular
darea.
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7.13. Asked whether it was a fact that tea estates in Kangra had sutfered
because they did not become members of Tea Research Association, the
Ministry of Forcign Trade have stated ;:—

“Non-availability of scientific advice is only onc of the general
reasons why the tea estates in Kangra have suffcred. Untill 1905  the
industry in Kangra had flourished well. Subsequently, as a result of a
terrible carthquake many of the tea factories were destroyed and
number of inhabitants including tca planters were Killed. The industry
rendered disorganised was unable to face the competition with the highly
organised tea industry in North-East India.”

7.14, 1t has been represented that there is shortuge of funds at the
disposal of Tea Research Association because there is a tendency for tea
growers not to become members of Tea Research Association. To get over
this difficulty it has been suggested that a research cess may be levied on all
tea estates. This will eliminate the option to subscribe for research work.

7.15. In this connection, Ministry of Forcign Trade have stated:

“Experience so far indicate that complete reliance on voluntary
subscription brings in an clement of uncertainty about the likely future
income of the rescarch stations. Such uncertaintics reduce the scope for
the research stations to undertake planned programmes of research on a
long term basis. Government, thcrefore, agree with the view that the
best way to remedy the situation would be to levy a Research Cess as has
been done for the tea industry in Ceylon,

It has been suggested that the existing cess on tca should be suitably
incrcased and the additional proceeds earmarked specifically for tca
rescarch work.”

7.16. In a subsequent note, Ministry of Forcign Trade have stated :(—

“The proposal is that the present cess of Rs. 4 per 100 Kgs. would
bc increcased to Rs. 5.25 per 100 Kgs. and the additional proceeds car-
marked for rescarch work. The research levy would thus amount te
Rs. 1.25 per 100 Kgs. of tea produced. With such a levy it should be
possible to raise about Rs. SO lakhs for cxpenditure on tea rescarch.
This amount supplemented by a contribution from the Councii of
Scientific and Industrial Research at the existing level namely about Rs.
25 lakhs per year would provide sufficient fund to meet the total expendi-
ture on various tca rescarch schemes undertaken by different organisa-
tions.”

7.17. When the Committee cnquired about the details of the rescarch
carricd out on ‘instant tea® by the Calcutta University in collaboration with
the Central Food Technological Rescarch Institute, Mysore, the Chairman,
Tea Board, stated :

“{ understand that the scheme is yet to have the approvai of the
government. Some research was done at the Calcutta University some
years back. 1 am referring to a research of more recent origin. In
the carlier research they were able to evolve, according to them, satisfac-
tory samples of instant tea powder. The proposal was that they should
now attempt on a slightly larger basis, not on a laboratory but on an
experimental basis.  Morc tests have to bc done in order to  evolve a
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perfect process for which purpose they suggest they should shift their
-activities to Tocklai. Tocklai are agreeable to help the university in all
the experimental trials, While this was going on, | was given to under-
stand that Central Food Technological Research Institute, Mysore, is also
cngaged on something similar. It was then decided by thc Board that
before we give clearance to this experimental project, the representatives
of the University, Central Food Technological Rescarch Institute and
the Tea Board should sit down together and scc that the Calcutta
University takes up only that aspect of research which is not being
looked after by Ceptral Food Technological Rescarch Institute, Mysore.
That means they should have an integrated approach to the problem and
they should not work independently of each other, because that might
lead to duplication and some waste of money. This meeting will take
place soon when all these things would be discussed.”

7.18. When asked whether the project should have taken such a long
tume to develop ‘instant tea® of the right type, the Chairman, Tea Board.
abserved :

“I can say this with certainty that onc of the factories which is.
already working in India took more than 12 to 15 years to arrive at a
final blueprint of its factory and even then it has not been able to produce
something which is readily acceptable. It is a very long drawn out pro-
cess to capturc aroma, though the basic thing is simple.”

7.19. The Committee note that the Tocklai Experintental Station is
currently conducting research to establish the co-relation between various
biochemical constituents of tea leaf and the quality/cash valuation of manu-
factured tea. ‘The Committee arc of the view that research on this particular
aspect may lead to results of far reaching importance. They, iherefore, sug-
gest that Government should cnsure that fundamental research being carried
out at the Tocklai Rescarch Station or at other Research Centres in the
country docs not suffer for want of encouragement and funds.

7.20. The Committee note that the tea estates in Kangra have suffered
partly because of non-availability of scientific advice to the small tea growers
who are not members of the Tea Research Association. The Commitlece
tuvtker note that until 1905 the tea estate in Kangra had flourished. But
subsequently due to the (errible earthquake many tea factories were destroved
and a number of tea planters were also killed. The Committee hone that
Tea Board will pay special attention to the needs of small tea growers in this
valley and do everything possiblc to bring them in line with the organised
sector of the industry. They suggest that Government should ensure that
the henefits of latest research on tea are made available to tea growers and
that the field staft of the Board remain in constant touch with them.

7.21. The Commitice note that the existing cess on tea is proposed to be
increased from the present Rs, 4 per 100 kgs of tea produced to Rs. 5.25
per 100 kgs and this will make available Rs, 1.25 per 100 kgs of tea produced
for research work. The Committee hope Government will examine the pros
snd cons of the matter and will come to a quick decision so that the industry
no longer suffers for lack of research, and rescarch does not suffer for want
of funds. The Committec suggest that the Tea Board should ensure that
results of research are disseminated to every tea estate whether big or small
as increasing the production of quality teas in the country is of paramount
importance.
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7.22. The Committee nced hardly stress that research on “instant tes”
d‘t'scrvcs immediate attention. Whether the research is carried out singly by
Calcutta University or whether it is centralised at the Tocklai Rescarch
Station or it is managed by the Central Food Technological Research Insti-
tute, Mysore, are ma.ters of detail which should be settled by the 'Tea Board
in consult_alion with the manufacturers of instant tea. 'The Committee are,
however, interested in seeing some tangible results coming from the research
chorts being made in this direction, If India wants to compete with coun-
tries like Ceylon in the world market it must strive lard and without delay
attain proficiency of the highest order in production of this new product.

B. Tea Waste

7.23. In excrcise of the powers conferred by Scection 30 of the Tea Act
1953, the Government has promulgated the Tea Waste (Control) Order,
1959 which came into force with effect from 1st October, 1959. The main
object of this Order is to prevent the availability and,or use of tca waste as
an adulterant to tea. For this purpose, it has been laid down that no person
other than a licensee under the Order shall purchase, hold-in-stock, sel! or
cxport tea waste. The Chairman, Tea Board, is the Licensing Authority
under this Order. Licence issued to any person is valid for the calendar
year in which it is issued and is thereafter renewable for onc calendar year.
The fees payable in the case of first issue is Rs. 50.00 and Rs. 5.C0 for
cvery subsequent renewal. The Licensing Authority viz., the Chairman,
has the power to grant, refuse, suspend or cancel a licence or renewal certi-
ficate. Under this Order, licences may be issued to different categories of
people for different purpose such as for holding in stock, purchase, sale or
cxport of tea wastc. An exemption is made for holding-in-stock tca wastc
by a tea estate which manufactures tea. Under the cxisting procedure, a tea
cstate, on application, may be granted a licence for holdingin-stock, salc and,”
or export of tea wastc but not for purchase. An exporter may be granted
a licence for purchasc, holding-in-stock and export only but not for sale with-
in India. A caffeine manufacturcr may be granted a licence for purchase and
holding-in-stock only of tea waste for manufacture of caflcine but not for
sale or export. Teca blenders in general may be granted a licence for holding-
in-stock and sale only of tea waste but not for purchase or cxport. Port
Commissioners’ Docks und large blenders of tea may be granted a licence
only for holding-in-stock and sale of teca waste but not for purchasec or export.
It will be seen therefore that no intermediaries are allowed to get hold of tca
waste or dcal in thc same in any manner.

7.24. The Licensing Authority or any officer authorisecd by him in this
behalf and all Central Excise Officers not below the rank of Inspcctor arc
empowered to cnter any land, building, enclosed place, premiscs, vehicle,
vessel, aircraft, conveyance, plant or machinery in which tca waste is pro-
cessed, stored carried etc. and scize such stocks as may be belicved to be
processed ctc. in contravention of the Order. All tea wastc storcd by a
licensce are required to be denatured by not less than 5% slaked lime. The
work of denaturation is carried out in the presence of authoriscd staff of t.hc
Board and/or by the Central Excise Authoritics. The Central Exase
Department have undertaken the supervision of denaturation and/or destruc-
tion of tea wastc by all tea estatc factories. As regard$ other licensees, the
work is being performed by Inspectors deputed by the Tea Board for the
purpose,
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7.25. In a note furnished to the Committee. Ministry of Forcign Trade
have stated that tea waste accounts for 2.57% of the total production of tea
as shown in the following table :

Tea waste

Year Tea Tea Waste

in "000 Kgs. in "000 Kgs. pereentage
1967 . 384,759 9,388 ' 2440
1968 . 402,480 9.88S 24587,
1969 . 393,588 11,167 2847,
Three years average 2587

7.26. Asked what percentage of the total tea waste is used in the manu-
tacture of caffeine, the Ministry have stated :

“The average annual production of tea waste in the tea gardens in
India is around 10 million Kgs. Teca Wastc used by the different caffeinc
manufacturing units in India during 1968, 1969 and 1970 wcere approxi-
mately 1.8, 2.7 and 4.1 million Kgs. respectively representing about 1877,
27% and 419% respectively of the total production of tea waste during
the above periods.”

7.27. Askcd whether caffcine could be cxperted il manufactured on o
large scale, the Ministry of Foreign Trade have stated :

“A much larger volume of production of caffcine is necessary to mect
our domestic requirement. In this context, it may not be practicable to
think of exporting caffeine.”

7.28. The Committee notc that the average annual production of tea
waste in (he tea gardens in India is around 10 million kgs which accounts
for approximately 2.5% of the total tea produced in the country. The
Committee note that with a view to preventing adulteration of tea, denatura-
tion and/or destruction of tea wastc has been adopted. The Committec
further note that a portion of tea waste is also utilised in the production of
caffeine and during 1968, 1969 and 1970 only 18%, 27% and 41% respec-
tively of the total production of tea waste was utilised for producing caffeine.
It has also been stated that “a much larger volume of production of caffeine
is necessary to meet out domestic requirement.” The Committee would
like the Ministry of Foreign Trade to ¢examine in consultation with the con-
cerned Ministry the possibility of manufacturing caffeine on a much larger
scale so as to make economic use of tea waste which is a bye-product of the
industry.

7.29. It will not be ou¢ of place to mention that with the increasing
production of tea, the availability of tea waste will increase. As such, Goy-
emment must think in terms of utilising “tea waste” on a much larger scale
for the production of caffeine etc.

C. Labour Welfare

7.30. Section 10(1) of the Tca Act, 1953 lays down as onc of the
objects of the Tea Board to secure “better working conditions and the provi-
sions and improvement of amenities and incentives for workers’. In the
Plantation Labour Act, and rules thereunder, provision has been made for
various amenities and welfarec measures for the tea garden workers and these
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-have been made the responsibility of the mangement of the gardens. The
bulk of thec amenities are provided for by the garden-managemcnt and arc
lookcq after by the concerned departments of the State Governments. The
Board's programme of welfare is formulated to supplement these activities
and help the tea gardens to discharge their obligations. The Board aiso trics
to secure the assistance of Central and Statc Governments wherever possible.

The details of the Board’s welfare budget allotments and expenditure during
the last 3 years are given below :—

(in Rs.)
Budget allotment Fxpenditure
196869 . .. ... 10,00,000 10,00,540
1969-70 . . . . . . . 10,00,000 8,38,283
1970-71 . . . . . . . 9,00,000 517,177

7.31. The late ‘Central Tea Board’, prior to 1953 and the Tea Board,
during the ycars after 1953 have given grants to the tca producing Statcs
for various welfare programmes in tea gardens in these States, but it was
found that utilisation of these grants by these States has not been quite satis-

factory. Subsequently, the Tea Board itself started initiating welfarc
programmes.

7.32. The Board’s welfare schemes may broadly be classified under the
following hcads :

1. Educational Stipends.
1I. General Welfare.

1. Educational Stipend Scheme

7.33. The Tea Board gives cducational stipends to children/depends
of workers for courses of studies above the primary stage ol education. This
schems was started by the Tea Board from the ycar 1956-57. Changes n
the rules relating to grant of stipends were made from time to time to liber-
alise the rules for the grant of stipends on the basis of experianee gained so
that larger number of candidates could get the bencfits wnder the scheme.
The stipend rules are so framed as to encourage tea garden workers’ children
to have technical/vocational courses rather than general courscs and to be
of more benefit to children of the lower income groups.

7.34. The following table shows the grants made by the Board under
educational stipend schemes during the last three years : —

ar ) Bu;ig;:i‘" .”A-z.;tiugll
Year allotment expenditure
e T T T T 00,000)- 7,96,468/
R 7,50,000/- 7,41,126/-
1970-11 . . 7,00.000/- 3,41.960/-

11. Gencral “ Welfare Schemes
7.35. These may broadly be classified under the following hcads :—

i i i institutions for construc-
i) Schemec of capital grants to educational institutions
@ tion of hostels and extension of School Building.
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(ii) Schemes for capital grants to hospitals and clinics.
(iii) Scheme for payment of hospital stoppages for reserved teds;

(iv) Encouragement to scouting and character building activities;
(v) Encouragement of sports.

(vi) Training in useful Trade.

7.36. During the last 3 years the Board made the following grants to-
wards general welfare schemes —

Year Budget Actual
allotment expenditure
(Rs.) (Rs.)
1968-69 . . . . . . . 3,00,000/- 2,04,072/-
1969-70 . . . . . . . 2,50,000/- 97,157/-
1970-71 . . . . . . . 2,00,000/- 1,75,217/-

The gist of the scheme is as under :—

(i) Scheme of capital grants to educational institutions for consuruction of
hospitais and extension of School Building

7.37. Financial assistance for this purpose is gencrally given where such
assistance provides educational facilities for dependants of tea garden
workers where these do not exist or if these exist, arc inadequate, Proposals
in this regard are not initiated by the Board but are received from the Board
members, Statc Governments, Producers’ Associations, Tradc Unions or

from the Institutions thecmselves. Grants are made on the merits of cach
individual case.

7.38. The total grant sanctioned by thc Board to educational institution
since the inception of this scheme amounted to Rs. 15.21 lakhs upto the
31st March, 1971. Of this, an amount of Rs. 3.29 lakhs was sanctioned to
7 institutions for extension of school buildings and Rs. 11.92 jakhs to 37
institutions for construction of hostel buildings. The Board also reserved
rent free seats in these hostels permanently for garden students besides pro-
vision for free and half free studentship for such students,

(ii) Schemes for capital grants to Hospitals and Clinics

7.39. Capital grants arc made to various hospitals for extension cf
specialised treatment facilities for tca garden workers and their dependents
other than those that are ordinarily available in the garden hospitals. The
specialised treatment facilities provided are T.B., Leprosy, Cancer, Eye
discases, Surgery, X-Ray etc. Against these capital grants, beds arc reserved
in hospitals for tea garden patients with free or concessional trcatment facili-
ties. Facilities for X-Ray and other examinations have also becn secured
for garden workers on concessional rates, Grants are given for construction
of buildings for creation of additional wards/beds as well as for purchasc
of equipment for such treatment.

7.40. A total amount of Rs. 9.43 lakhs was disbursed to hospitals/clinics
under this Scheme since its inception and upto the 31st March, 1971,
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(iii) Scheme for payment of hospital stoppages and reserved beds

7.41. Under this scheme, recurring charges for hospital stoppages are
being paid by the Board for 16 free beds in two T.B. Sanatoria one in West
Bengal and another in Tamil Nadu—for patients from Tea Gardens,

7.42. A total number of 81 tca garden patients received trcatment in

these hospitals and a total amount of Rs. 1,01,816 was disbursed under the
Scheme since its inception and upto the 31st March, 1971.

(iv) Encouragement of scouting activities

7.43. The Board has been helping Bharat Scouts and Guides Associations
in differcnt States to cxpand their activities and training facilities amongsl
the tea garden children. The Board has given grants to the State Association
to employ organisers cxclusively for organising scout/guide activities in tea
eardens,

7.44. The Board mects the expenditure on training of scouts and guides
incurred by the State Associations, The Board also gives granis to State
Associations of Bharat Scouts and Guides for Rallies, Jamborics ctc. A
payment to the extent of Rs. 98,228 was made by the Tea Board on account
of maintenance of posts of Scout Organisers/Guide Organiscrs and for hold-
ing of rallies during the last 3 years ending 31st March, 1971.

(v) Encouragement of Sports

7.45. Although, it is obligatory on the part of the garden managements
to provide facilities for sports and games for their workers, there is no scopc
tfor the garden workers to meet on a common platform to show their athletic
talents. The Board sanction grants to different Tea Producers’ Associations
for organising sub-District und District Athletic Sports meets for tea garden
workers and their dependants. During the last 3 years ending 31st March,
1971. a payment to the extent of about Rs. 9,000 was made.

(vi) Training in useful Trade

7.46. The Board also assists the dependants of tea garden workers in
cetting training in useful technical and vocational trades for their gainful
employment in various Government and private undertakings on successful
completion of the training. Facilitics have been created for training of tea
carden candidates in nursing, mid-wifery, Dai training and other technical
trades.

7.47. Asked whether the Tea Board had sponsorcd any scheme for giv-
ing stipends to blind childrcn of the labour working on tca estates, the
Chairman, Tca Board, stated :—

“For blind there arc schools which perhaps charge higher tuition fees.

The suggestion will be looked into.”

D. Marketing and Auction of tea
(i) Marketing
7.48. Teas produced in North and South India are sold for internal con-
sumption and cxport in the following manner:—
(i) through auction held in Calcutta, Gauhati and Amritsar for
North Indians teas and at Cochin and Coonoor for South Indian
teas;
(ii) through direct shipment to London for being auctioned there;
and



(iii) through privatc sales by producers to customers abroad or local
customers in India against contracts.

7.49. In India, there are five auction centres at present viz. Calcutta,
Cochin, Coonoor, Gauhati and Amritsar, The auction at Gauhati ctarted
only since September, 1970. The first four auction markets deal with black
tcas mainly whereas in Amritsar, grecn tea forms the bulk of the sales.
Calcutta auctions which were started in 1861 dcal in North Indian teas.
Cochin, where auctions were started in 1947 decals with South Indian teas.
To help small growers, auctions were started at Coonoor in 1963 and at
Amritsar in 1964.

7.50. The following table shows the total sales of Indian tea at various
auction centres i.¢. Calcutta, Cochin, Coonoor, Amritsar, Gauhati and
London during the years 1968 to 1970 :—

Auction . Qqu;mtily sold in thousamd ks,

Cenire 1968 1969 1970

Calcotta* . . . . . 170550 181723 153082
Cochin . . . . . 64,187 64,470 67,930
Coonoor . . . . . 5,903 5.803 7.774
Amritsar . . . . . 453 383 473
Gauhati** | . . . . — — 9,098
Lendon . . . . . 67,285 66,079 32,669
TTowl . . ... 308,468 TAI4s8 270866
Porcentage of . . O 766v 80 9+ ey

production sold
by auction

*Figures for Calcutta relate 1o scasonal year.
=* Auction Centre at Gauhati was opened on 25th September, 1970,

7.51. It has been stated that there are two types of auctions—one for
leaf teas and the other for dust teas. These auctions are held cvery week
at Culcutta and Cochin which are the two main auction centres for Indian
ten. Auctions at Coonoor and Amritsar where small quantities of tea are
sold are also held every weck. Most of the teas produced by the small
growtrs in South India and manufactured by bought icaf factories as well
as cooperative factories set up with financial assistance from the Tea Board,
arc sold through Coonoor auction, while Amritsar is the centre for sale of
black and green teas produced in North India as well as supcrior quality
grecn teas produced in North-East India which mainly find their market in
Afghanistan.

7.52. Therc arc two parties in an auction—the buyers and the sellers
who operate through the buying brokers and the selling brokers respectively.
The institution of buying brokers is, however, not so important in auctions
in India as it is in London. In the auctions hcld at Calcutta, Cochin,
Coonoor and Amritsar, the main broking function is perforined by the sclling
broker who apart from advancing finance to the produccrs arranges for
sampling of teas, their valuation as well as distribution of samples to pros-
pective buyers.* The selling broker also instructs the producers about market
demand for different types of teas so as to enable them to modify their pro-
duction policics to suit market requirements. They receive instructions.

percentages during 1968. 1969 and 1970 to 79.15, 74.05 and 68.59 respectively.



from producers about the expected level of price and would not sell the tea
unless & specified minimum price is fetched. The selling broker prepares
catalogucs giving dctailed information regarding the tcas available for sale
and makes them available for buyers. Valuation lists are also circulated to
help buyers in bidding. Prices are, however, normally determined by inter-
action of supply and demand and the tea under sale is knocked down to the
highest bidder. The selling broker is naturally interested in sclling the tea at
the highest price since he receives a commission of 1% of the sale value. The
brokers also receive a commission of Rs. 2.75 per 10¢ Kg. from the buyers,
there being no separate buying brokers in Calcutta’ or Cochin as in London.

7.53. The auctions at Calcutta and Cochin arc held under the auspices of
Calcutta Tea Traders’ Association and Tea Trade Association of Cochin
respectively. The auctions are held under rules framed for the purposc by
these Associations. Auctions are conducted at each centre by cach Broker
in turn.

(ii) London Auction

7.54. London Auction which started in 1834 deals with black teas from
different producing countrics of the world. Total quantity of tea sold in
Auction along with the proportion of tca according ta the mark of origin
for the last five years is set out below :—

Unit: Million Kg. (Figures in bracket represent Dercentage)

1966 1967 1968 1969 1970

North 65-625(32-5) 52-024(40-0)  60-664(40-4) 61 -471(41 -6) 30-282(27 §)
India

South 8-828(57) S2774-1)  6-621(4-4)  4-608(3-1)  2-387(27)
India

AllIndia  74-453(48-2) 57-301(44-1)  67-285(44-8) G66-079(44-7) 32 -669(300)
Ceylon 48-550(31-5) 44-074(33-9)  47-041(31-3) 42-582(28-8) 36-112(33-2)
Kenya 8:990(5-8)  6-41049)  11-882(79) 14:3399-7) 15 132(13 9)
Uganda 1814(1°2) 1773103 33622°2)  5-3563'6)  3-2132:9)
Tamzania  3-325Q2'2)  2:6212'0)  4-38229)  43052'9)  4'8454 5
Malawi 6 7201(44) 66045 1) T179@48) 645544 69696 4)
TotalE,  20850(136) 17.363(13.3) 26.765(17.8) 30.45520.5) 30.169(27.7)
AfTrica

Oth:rs 10 395:6 7 11.2038.7)  9.1396.1) 8.683(5.9)  9.792(9.1)

All India

154.257(100) 129.946(100)

150 230(100)

147.799(100)

108.752(100)

7.55. The total quantity of Indian tea sold in London auction has de-
clined from 74.453 million kg. in 1966 to 32,669 million kg. in 1970 while
sales of Ceylon teas have declined from 48.559 million kg. in 1966 to 36.112



million kg. in 1970. The share of the Indian teas in the total sales through
London auctions has declined from 48.2% in 1966 to 30% in 1970 while
that of Ceylon has increased from 31.5% in 1966 to 33.2% in 1970. As
regards East African teas both the quantity as well as percentage share in-
creased to 30.16 m. kg. and 27.7% in 1970 from 20.850 m. kg. and
13.6% in 1966.

7.56. It has been stated that “sales of Indian tea through London auc-
tion were very low in 1970 mainly because of the low quantity of Indian
tea shipped for London auction in 1969 as a result of the low prices realised
in that year. The quantities of tca shipped to U.K. as direct exports and
against private sales and forward contracts showed a marked rise in 1970
to 58.98 million kgs. from 44.88 million kgs. in 1969. With better ship-
ments it is hoped that total sales of Indian tea through London auctions in
1971 will be of the order of 50.0 million kgs. accounting for about one-third
of the total sales.”

7.57. Unlike at Calcutta and Cochin, there are two types of brokers in
London viz. the selling broker and the buying broker. The selling broker
is the agent of the producer who entrusts him with the selling of his tea and
it is the duty of the broker to act in the interests of his principal and to
obtain the best prices available. On the arrival of tca in this country, the
selling broker inspects the sample on thc basis of the particulars given by
the producing companies/agents and publishes in his catalogue particulars
of each lot. On the other hand, the buying broker purchases the tea on the
instructions received from the buyers who may be blenders after he has
valued all the teas on offer and secured instructions from his clients. At the
auction. lots are knocked down in the buying broker’s name, thus ensuring
that the identity of the buyer himself is not revealed. The Conditions of
the sale, however, provide that a buying broker must disclosc the name of
his principal within 24 hours or himself be liable as principal,

7.58. The auctions at London are held under the auspices of U.K. Tea
Trade Committee. The auctions are held under rules {ramed for the pur-
pose by this Committee. The bidding is made in new pence per kg. since
15-2-1971 in place of old pence per Ib. Bids are to advance by a minimum
of half-a-penny (new) per kg.

7.59. There are at present five sclling brokers in London. There are
also seven buying brokers’ firms operating at the London auctions of which
four are major ones. The principal among them accounts for 45% of the
total sales. The institutions of buying brokers has comc in for a lot of
criticism on the ground that the same buying broker often buys on behalf
of many principals and this has the effect of reducing competition and lower-
ing prices to the detriment of sellers. It has been stated that opinion on
this issue, however, varies and it is by no means certain that elimination of
buying brokers and direct bidding by buyers themselves will by itself result
in higher prices. The prompt period, that is, the period within which pay-
ment has to be made by the buyer is 14 days in Calcutta and Cochin. In
London, however, the promt period was untill recently 90 days and is now
42 days following the Friday immediately after the date of sale and day of
final settlement is the 56th day following the Friday immediatcly after the
date of sale. Reduction of the prompt period from 90 days to 42 days was
in response to protests from sellers that the long time in London acts to

7 —64 LSS/72
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the.de.lrim_cnt of sellers whose money remainy blocked. It is doubtful, how-
ever, if this reduction in time has benefited sellers since thc buyer will geme-

xl;all{. take the carlier payment into account in deciding the bids to be made
y him.

7.60. In a note furnished to the Committee, Ministry of Forcign Trade'
have stated : — ' »

“The auction system of marketing tea is well-estublished system and
appears to be the best possible system that can be thought of under the
existing circumstances for marketing the bulk of the production. Other
channels of marketing e.g. forward contracts and private sales are also
gradually developing but these cannot be substituted for the auction
system.”

7.61. The following table shows the average prices obtained by teas from
(}igﬁ;rent producing countries at London auctions during the years 1966 to
1:

Shilling and. Pencc per Kg.

Country 1966 1967 1968 1969 1970 1971
s. d s, d s d s. d. s. d s

North India 9 695 91048 81128 8 376 9 424 8 5-13
South India 7 648 7 965 7 9417 6 393 8§ 1-00 7 11:77
Ceylon 9 417 9 737 9 069 81095 9 474 9 0-80
Kenya 9 318 9 684 81139 81022 9 880 9 5-40
Uganda . 8 376 8 064 71078 7 425 9 441 8 874
Tanzania 9 018 6 278 8 605 71177 9 840 9 093

7.62. Referring to the prices fetched at London auctions, the Committec
pointed out that Indian teas had generally fetched lower prices as compared
to tea from Ceylon and other African countries. The Committee enquired
whether the quality of Indian teas was not comparable to the teas from those
countries, The Chairman, Tea Board, stated :—

“It is very difficult to give a categorical answer to this question, be-
cause in India there is a wide range of teas. Our best tea from Darjeeling
and the best second-flush from Assam cannot be bettered by any tea in
the world. The second flush variety is very good. But when you come
to rainy tea, the quality detcriorates faster. The prices that are shown
herc arc the average prices of the very high quality, of the medium
quality and of the low quality or the common quality which are offered
in London auctions. The London auctions account for a very small
percentage of the tea which we export.”

7.63. The witness further stated :—

“In regard to Kenya, the quality of their tea is reported to be uni-
formly good. They have got good well distributed rain fall, latest
techniques and machinery. So, naturally they will have certain advan-
tages. Only four or five years ago, their prices were much lower than
ours. The other rcason is that tea in North India is seasonal in Character,
1f UK. wants to buy second flush, they must buy during a parﬁq{lar
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period of the year which means that they have to stock tca for wuse
throughout the year whereas Kenya's tea, because of their  climatic
advantage, they are in a position to offer more or less the same variety
of tca throughout the year. A broker finds such a proposition much
more attractive than to buy tmm a source like North India where quality
varies from scason to scason.’ v

. 1.64. The Committee note that the sale of Indian tea at various auction
cengres had declined during 1970 to 64.2 per cent of the total production
from 80.9 per cent of the total production during 1969.  Sales through the
London auctions alone had been lower in 1970 by 33.4 million Kgs. as
co ared to the previous year. However, quantities of tea shipped to U.K.

s direct exports and against private sales and forward contracts showed a
mnrkcd rise in 1970 to 58.98 million Kgs as against 44.88 million Kgs in
1969.

7.65. The Committee are unhappy to note the declining trend in sales
of lndian teas at various auction centres, The Committee would like Gov-
emment to investigate the causes of decline in sale of Indian tea at the
auctions both in India and U.K. and take suitable measures ¢o increase their
sules.

7.66. The Commitiee note with concern that the share of Indian tea in
the total salgs through London auctions has declined from 48.2¢7 in 1966
to 30% in 1970 while the share of Ceylon tea increased from 31.5% in
1966 to 33.2% in 1970. KEast African counfries also increased their sharc
in London auctions from 13.6% in 1966 to 27.7% in 1970. This means
that the superior performance of Ceylon tea and East African tea has been
at the sole expense of Indian tea. The Committee are convinced that India
can establish a better hold on this sophisticated market only through vigorous
propaganda campaigns carried out in a professional manner so that the aver-
age consumer is better informed about the quality of Indian teas. The
Commiittee trust that uninational tea promotion campaigns with the help of
professionals would be intensified to achieve this objective.

7.67. 'The Committee also note with concern that the average price ob-
tained for Indian tea at London auctions are lower than ithe average prices
obtained by Ceylon and other East African countries. 1t has been explained
that this is due to the fact that in India there is a wide range of teas and ten
in North India is seasonal in character. As against this, in Kenya, the
quality of tea is reported to be “Uniformly good” on account of certain
advantages of betfer climatic conditions and availability of latest techniques
and machinery. The Committee are to the view that Government can cer-
tainly help a great deal to finance improved machinery for the tea estates for
preduction of quality teas earning a higher unit value for exports.



CHAPTER VIII
CONCLUSION

8.1. The present growth rate of production is 2 percent and the
Government feel that a three per cent rate of growth for the industry as a
whole will cover the increasing demand of internal consumption and Exports.

8.2, It is noticed that the Tea Board has no programme of undertaking
any survey of virgin lands suitable for tea growing in collaboration with the
State Governments. The reasons given by the Ministry of Foreign Trade
for this lack of programme is that the yield could be doubled from the
cxisting lands by resorting to pruning, replanting of new bushes and cutting
down the spacing between the rows in the tea gardens. There is another
opinion that by reducing the space between two rows of bushes in a garden,
there may be an immediate increase in yield of tea by increasing the total
number of bushes in the garden but it might ultimately affect the producti-
vity on account of poor nutrition of the tca bushes from the soil. These
arguments are not conclusive as thesc results have not been supported and
cstablished by scientific experiments. As such, research should be carried
out in greater depth to establish that cutting down the space between rows
in a garden would not affect the yield of existing bushes in the long run.

8.3. The Tea Board should give maximum encouragement to the tea
estates in Darjeeling to replant 2556 hectares of available land with new tea
bushes without any further loss of time. This step is necessary for threc
reasons, first, that the area under tea cultivation in Darjeeling has declined
at the rate of 1.7% during the period 1965-70 and secondly that the yield
of tca in this area in much less than the all India average, and thirdly, the
Darjeeling area produces the finest tea, in great demand abroad.

8.4, India produces annually about 5 million kgs. of green tea while the
Morocco market alone consume 15 million kgs. of green tea. Japan is
also a potential market for the export of green tea. But India is not pro-
ducing the type of green tea required by Japan and Morocco and some fac-
tories have now installed machinery to manufacture the type of tea pre-
ferrcd by these countries. Government should give the highest priority to
equip more factories with the latest machinery required for the manufacture
of green tea so that exports to Morocco and Japan can be stepped up.

8.5. Two firms are producing instant tea at present and the manufacture
is based on imported technology. The quality of instant tea being produced
is not upto the mark and there is a problem about its solubility in cold water
for making iced tea. To get over these difficulties the Calcutta University
and Central Food Technological Research Institute have been asked to
carry out rescarch for the production of the right type of instant tea.

Some new method of producing instant tea should be evolved which
would be free from the defects noticed in the present manufacture, as there
is a promising future for this product. The Board must ensure that there is
continuous research on instant tea for improving its quality and market-
ability.
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8.6. Research on “instant tca” deserves immediate attention. Whether
the research is carried out singly by Calcutta University or whether it is
centralised at the Tocklai Research Station or it is managed by the Central
Food Technological Rescarch Institute, Mysore, are matters of detail which
should be settled by the Tea Board in consultation with the manufacturers
of instant tea. However, some tangible results should come from the
research efforts being made in this direction. If India wants to compete
with countries like Ceylon in the world market it must strive hard and with-
Oucid delay attain proficiency of the highest order in production of this new
product.

8.7. Analysis of the data shows that the unit value of instant tea was
much higher in respect of quantities sold to the U.S.A. and much lower in
respect of quantities sold to the UK. and Switzerland. Although the
exporting country cannot always choose its customers as other countries
manufacturing the same product are also in the field, efforts should be
made not only to increasc exports but also to ensure that the unit value is
maintained.

8.8. The pace of replanting has been extremely slow. The Committec
are concerned to note that against the annual rate of 2% replantation, the
rate actually achieved is as low as 0.6 per cent. It is regrettable that far
from achiceving the target of 7,000 hectares per year fixed for thc Replanting
Subsidy Scheme the Tea Board has been able to get only 987 hectares
replanted during 1969-70. The rates of Replanting Subsidy and also the
loans available under the Tea Plantation Finance Scheme are being revised
upward and it is expected that with the coming into force of the new rates
the tea estates will be able to do replanting at a much faster rate.

As such, the processes of replanting or “replacement planting” have to
be continuous both in North India and South India if production targets arc
to be achieved. It is noticed that the funds requisitioned in December,
1970 for the Replanting Subsidy Scheme were not made available to the
Tea Board until the first week of April, 1971. The Committee would like
that advance planning should be done in such matters so that the money is
passed on to the Tea Board in time for making timely payments under the
scheme. This initial delay in release of funds not only hampers payment
of subsidies but also frustrates the working of the whole scheme.

8.9. India and Ceylon hold an equal share of 32.6% in the total world
export during 1970. While Ceylon exported 208.3 million kgs. of tea out
of a total production of 212.2 million kgs. India exported only 208.4
million kgs. out of a total production of 421.8 million kgs. The Com-
muttec feel that there is enough scope for the Tea Board to gear itself to the
task of achicving higher percentage in the total world exports through direct
agreements or sales by sustained and better methods of tea promotion in
foreign countrics outside the quota pool.

8.10. Only 25 per cent of Indian tea is blended before it is cxported to
other countries. In 1967 Ceylon exported 2.2 million kgs. of tea in pack-
ages as against 2.4 million kgs. of packaged tea exported by India. While
Ceylon improved the position appreciably during the following three years
and exportcd 7.83 million kgs. of tea in packages in 1970, India’s export of
packaged tea during the same year lagged behind at only 4 million kgs.

Government should ensurc that the Tea Corporation makes an all-out
effort to increase the exports of packaged tea so that the unit pricc of tea



mcreases and more foreign exchange may be earned for the country. The
Committec would urge that Governmient should also encourage the ted
companies in the private scctor to export more and more of blended and
packaged tea in place of bulk exports.

8.11. The Committee also note that India withdrew from thc Interna-
tional Tea Market Expansion Board in October, 1952 on the ground that
the value of propaganda by the International Board had not been com-
mensurate with the financial contributions which India had to make. The
net result was that Ceylon took the maximum advantage of India’s absence
from that International body and despite heavy cost continued to maintain
essential centres thereby wresting the initiative from India and enhancing
the prestige of “Ceylon tea”. The Committee arc surprised and concerned
to note that sometimes Indian tea is sold as “Ceylon tea” in the UK. and
other forcign markets.

8.12. In view of the fact that new countries particularly in EAST
AFRICA are coming up and increasing production of tea and in due course
they might demand a larger share of exports to the world market, the Com-
mittee are of the opinion that the agreement arrived at by the Exporters’
Group might not last for long.

India should thus be prepared to meet the greater challenge from other
tea producing countries in the years to comé by improved quality and
increased production greater research and more aggressive promotional
measure with improved marketing techniques.

8.13. India spends 53¢ of its total expenditure on gemeric promotion
and 47% on uninational promotion wherecas Ceylon spends 76% on
umnational promotion and only 24% on generic promotion. The infe-
repce is clear that Ceylon is more interested to do propaganda about
“Cevlon teu” as against propagating “tca” as a beverage superior to other
beverages. The Committee feel that in the long run, it is uninational pro-
motion which will help India to regain its paramount position in the world
market.

8.14. In order to compete with Ceylon and other East African countries
in the world market India will have to make concerted efforts to popularise
“Indian tcas™ abroad. The Committee are of the view that tca promotion
abroad should be done in a commercial manner with the help of profes-
sional agencies to reach retail outlets in sophisticated markets The Com-
mittee also suggest that to achieve the best results more powers should be
delegated to the Directors of Tea Promotion abroad to enable them to ake
quick decisions within the broad policy laid down, to suit the exigencics of
the situation and without the necessity of getting prior approval from th
Tea Board at Calcutta. '

R.15. Government have stated that in the new trade agrcements a clause
has been inscrted to the effect that if it is found that there has been any
“switch trade”. then that country would be asked to pay in foreign exchange.
The Committee hope that the new clause would have the desired effect and
that in future no tea or any other traditional commodity will find its way
surreptitiously into at least our traditional markets from which we earn hard
currency.

8.16. Tt is noticed that thc sale of Indian tca at various auction centres
had declined during 1970 to 64.2 per cent of the total production from
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80.9 per cent of the total production during 1969. Sales through the
London auctions alone had been lower in 1970 by 33.4 million kgs. as com-
pared to the previous year. However, quantities of tea shipped to the UK.
as direct exports and against private sales and forward contracts showed a
ma6r19£ed rise in 1970 to 58.98 million kgs. as against 44.88 million kgs. in
1969.

8.17. Share of Indian tea in the total sales through London auctions has
declined from 48.2% in 1966 to 30% in 1970 while the share of Ceylon
teaincreased from 315% in 1966 to 33.2% in 1970. East African coun-
tries ‘also increased their share in London auctions from 13.6%¢ in 1966 to
27.7% in 1970. This means that the superior performance of Ceylon tea
and East African tea has been at the sole expense of Indian tea. India
can establish a better hold on this sophisticated market only through vigo-
rous propaganda campaigns carried out in a professional manner so that the
average consumer is better informed about the quality of Indian teas.

8.18. The Committec are not happy about the declining trend in sule of
Indian teas at various auction centres and have desired that Government
should investigate the cause of decline in the sale of Indian tca at the auc-
tiolns'both in India and UK. and take suitable measures to increase their
sales.

8.19. The average price obtained for Indian tea at the London auctions
arc lower than the average prices obtained by Ceylon and other East African
countrics. It has been cxplaincd that this is due to the fact that in India
there is a wide range of teas and tea in North India is seasonal in character.
As against this, in Kenya, the quality of tea is reported to be “Uniformly
good” on account of certain advantages of better climatic conditions and
availability of latest techniques and machinery. The Committee are of the
view that Government can certainly help a great deal to finance improved
machinery for the tea estates for production of quality teas earning a highcr
unit value for exports.

8.20. The Committee note that the question of growing tea in Nagaland
was taken up by the Tea Board with the State Government as far back as
1963 but no decision has been taken in the matter so far. The Com-
mittece are of the opinion that the matter should have been pursued more
vigorously by the Tea Board. The Committee hope that the Central
Goverament will tuke up the matter with the Nagaland Government without
further delay. The Committee would like to be apprised of the action
taken in this regard.

The Committec are equally surprised to note that Government of Mani-
pur had cvinced no interest in growing tea in that area nor did the Tea
Board pursuc the matter further after 1967. Now that Manipur has attain-
cd full statchood, the Committce suggest that the Central Government
should make a concerted effort to persuade the Goverment of Manipur to
chalk out a plan for development of the tea industry in that region.

The Committee would like the Tea Board/Government to -undcrtake
similar investigations about the possibility of encouraging cultivation of tea
in NEFA and other suitable areas.

. 8.21. Techno-economic surveys of tea estates were conducted in Tri-
pura and Cachar in 1963 and thereafter no techno-economic surveys were
conducted in any other area. According to the Ministry. the special staff



engaged on that work had to be diverted to development work. This i a
poor excuse for suspending a vital activity.

Techno-economic surveys serve a useful purpose in bringing to our
notice problems faced by the industry. The &mmittce desire that the Tea
Board should undertake techno-economic surveys on a regular basis so as
1o have first hand reliable information about the health and problems of the
tea industry in various areas and regions of the country. The Committee
would like the Tea Board to take necessary follow up action by drawing up
an integrated plan, in consultation with the tea plantations, for increasing
productivity and production and improving quality. The plan should
inter alia cover replacement of old busll;cs, rejuvenation of the existing tea
bushes, application of right inputs and improved pruning practices.

8.22. The Central Government should take up the question of ceiling
on land as applicable to tea plantations with State Governments so that per-
mission may be given to tea estates to retain some reserve lands for future
development. Again those tea estates which have too much of surplus land
should be persuaded in the national interest to surrender the surplus land
for being utilised for development by adjoining tea estates which might be
hardpressed for land. These are issues which are vital for the future heatthy
growth of the tea industry in the country and unless these are tackled by
the Central Government through discussion with all the tea producing
States, the production of tea might be affected in the years to come.

8.23. Tea Board/Government should consider whether the Tea Centres
should not be used for dissemination of all commercial information pertain-
ing to export of tea and also act as retail outlets for sale of packaged Indain
tea.

8.24. The existing cess on tea is proposed to be increased from the pre-
sent Rs. 4 per 100 kgs. of tea produced to Rs. 5.25 per 100 kgs. and this
will make available Rs. 1.25 per 100 kgs. of tea produced for research work.
Government should examine the pros and cons of the matter and come to a
quick decision so that the industry no longer suffers from a lack of research.
and research does not suffer for want of funds.

8.25. For the healthy growth of any industry the profitability has got to
be adjusted in such a manner that the industry becomes self-sustaining and
there are enough funds available to plough back. If the profits are low
then the industry suffers for want of fresh investment. As such, Govern-
ment should examine whether the tea industry has not been denied reason-
able profits as compared to other industries and take suitable remedial
measures.

8.26. The Tea Board should be made as autonomous as possible within
the framework provided by the Tea Act so that it has not to approach the
Ministry for approval on small matters. It should be only on major poticy
issues that it may have to go to the Ministry for approval. In the fruming
and recommending of policy, the initiative should vest largely in the Tea
Board.

8.27. In order that the Tea Industry should progress rapidly, the ¥ca
Board will have to encrgize its various Committees by associating represen-
tatives of the tea industry and delegating them with more powers. The
standing committees of the Tea Board should be authorised to decide ordi-



nary casgs and it should be only in exceptional cases that any matter may
be referred to the Tea Board as a whole for decision. This will obviously
result in quicker decisions on various matters.

8.28. There have been frequent changes in the Chairmansl.fip of the
Board and during a period of 5 years, 3 Chairmen were appointed. In the
interest of efficiency, 1t is not only necessary that the head of the organisa-
tion should not be disturbed too often but the same rule should equally be
applied to other technical staff of the Tea Board as frequent changes are
deterimental to the development of the Teca Industry.

8.29. The Committee have no doubt that if the tea industry is given the
assistance it needs for its development, it cannot only hold its own in the
export market, but improve its position and earn more foreign exchange for
the country.

NEw DELHI, )
April 22, 1972
Vaisakha 2, 1894 (Saka)

KAMAL NATH TEWARI
Chairman,

Estimates Committee
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APPENDIX Il

Statement showing summary of Recommendations|/Conclusions

Summary of Recommendations/Conclusions

——
—— e e e e et e . s ettt s f—

3
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S, Reference to
No.  para No. of the
Report

1 2

1. 1-21

2. 1-22

3. 1.23

4, 215

The Committee feel that there is scope
for the Tea Board to transform itself into a highly
specialised technical agency looking after
the development of the tea industry in all its
aspects and to concentrate more on its statu-
tory functions viz. development of the tea
industry, improving the quality of tea, and
enlargement of exports.

The Committee note that the Tea Board
has regulatory functions and is not organised
for commercial work. The Tea Trading Cor-
poration will, however, be in the market buy-
ing tea, blending it, packaging it, exporting
it and if it comes up with a brand name it will
do the propaganda for their own brand just
as others are doing. The Committee further
note that the Tea Trading Corporation would
be in the same position as any exporter today
like Liptons. Brooke Bond or others who
export tea.

The Committee hope that the Tea Trading
Corporation will concentrate in developing
larger exports in less traditional markets and
simultaneously enter the sophisticated markets
for sale of packaged and instant tea.

The Committee note that Rule 12 of
Tea Rules prescribes for the formation of
five Standing Committees. As that particular
rule made no provision for Standing Commit-
tees for Tea Development and Tea Research,
Ad hoc Committees on Tea Development and
Tea Research had been constituted. The
Committee have been informed that those
ad foc Committces could not be converted
into Standing Committes as under the rules
only a Member of the Tea Board can be a
Member of the Tea Board can be a member

of the Standing Committce. Since there may
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2.36

2-37

2-38

be occasions when Tea Board would wish to
invite eminent men in the research line also to
come and advise them, the Committee suggest
that provision may be made in the rules to
permit persons who have an expertise and who
are intimately connected with the Tea Industry
to serve on these Standing Committees as
associate members. For this purpose Rule 12
of the Tea Rules and, if necessary, Tea
Act, 1953, may be suitably amended.

The Committee would also urge that it should
be invariably ensured that various interests
represented on the Tea Board are also repre-
sented on the Standing Committees.

The Committeec are of the view that the
total strength of the Tea Board is not so im-
portant a factor as the actual functioning of
the Board and its Committees. 1n order that
the Tea Industry, which earns substantial foreign
exchange for the country, should progress ra-
pidly, the Tea Board will have to energize
its various Committces by associating repre-
sentatives of the tea industry and delegating
them with more powers. The standing com-
mittees of the Tea Board should be autho-
rised to decide ordinary cases and it should
be only in exceptional cases that any matter
may be referred to the Tea Board as a whole
for decision. This will obviously result in
quicker decisions on various matters.

The Committee would suggest that the
Tea Board should be made as autonomous as
possible within the framework provided by the
Tea Act so that it has not to approach the
Ministry for approval of small mattas. It
should be only on major policy issues that it
may have to go to the Ministry for approval
and even in the framing and recommending
of the policy, the initiative shou'd largely vest
in the Tea Board.

The Committee are of the view thal in
order that the Board can serve the needs of
the Tea Industry and solve its multifarious
problems quickly and with understanding,
it should be staffed with properly qualified
technical officers. The Comlmittee further sug-
gest that Government shoud examine whether
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2-39

2440

‘the existing scales of pay of the Technical

stafl’ employed by the Tea Board are adequate
enough and whether there is any need to free
the scales of technical officers from govern-
ment scales in order to attract the best talent
to serve with the Tea Board.

The Committee note that there have been
frequent changes in the Chaitmanship of the
Board and during a period of 5 years, 3 Chair-
men were appointed. The Committee also
note that steps are being taken ncw by the
Ministry to ensure that the Chaiiman of
the Board would stay for a longer period
in future.

The Committee would like to stress that
in the interest of efficiency, it is not only ne-
cessary that the head of the organisation should
not be disturbed too often but the same rule
should equally be applied to other technical
staff of the Tea Board as frequent changes arc
detrimental to the development of the Tea
Industry.

The Committee note that Government are
contemplating to delegate larger powers to
the Chairman, Tea Board in the matter of
sending persons abroad for the promotion
of tea. The Committee would like the deci-
sion in the matter to be expedited so that it
can be given effect to without delay in the
interest of intensifying export  promo-
tion.

The Committee note that while the arca
under the cultivation rcmaincd unchanged in
Kangra and Mandi and increased in North
India at the rate of 49 per cent during the pe-
riod 1965-1970, it registered « decrcasc of
1.2 per cent during the same period in South
India, 1.7 per cent in Darjeecling and
3.5 per cent in Uttar Pradesh. Tt s
noticed that the Tea Board has no
programme  of undertaking any survey of
virgin lands suitable for tea growing in colla-
boration with the State Governments., The
reasons given by the Ministry of Foreign
Trade for this lack of programme is that
the yield could be doubled from the existing
lands by resorting to pruning, replanting of
new bushes and cutting down the spacing
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between the rows in the tea gardens. There
is another opinion that by reducing the
space betwcen two rows of bushes in a
garden, there may be an immediate in-
crease in yield of tea by increasing the total
number of bushes in the garden but it might
ultimately affect the productivity on account
of poor nutrition of the tea bushes from the
soil. These arguments arc not  conclusive
as these results have not been supported and
established by scientific experiments. As such,
research should be carried out in greater depth
to establish that cutting down the space bet-
ween rows in a garden would not affect
the yield of existing bushes in the long run.

In any case, a prospective long term plan
of production of tea and the additional area
required should be drawn up before all
the virgin lands suitable for tea growing
are released for other purposes.

The Committee note that the ceiling on
land may not be uniform in the whole country
as this is a State subject. The Committee would,
however, suggest that the Central Govern-
ment should take up this matter with State
Governments so that permission may be given
to tea estales to retain some reserve lands
for future development. Again those tea
estates which have too much of surplus land
should be persuaded in the national interest
to surrender the surplus land for being utilised
for development by adjoining tea estates
which might be hardpressed for land. These
are issues which are vital for the future growth
of the tea industry in India and unless these
are tackled by the Central Government through
discussion with all the tea producing States,
the production of tea might be affected in the
years to come.

The Committee note that in West Bengal
the rents have been increased with retros-
pective effect from 1955 with the result that
the tea estates are finding it difficult to pay
the leasc money. The Committee would sug-
gest that the Ministry of Foreign Trade should
spare no pains in securing the settlement of
such disputes by negotiating with the State
Governments keeping in view the interest of the
tea industry as a whole,
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The Committee note that Marketing Rese-
arch Corporation of India is of the view
that consumption of tea in India will
increase at the rate of 6-2 per cent dur-
ing the Seventies. According to the Tea
Board’s own statistics, consumption of
tea is increasing at the rate of 4%, to 5%
per annum.

The Committee also note that the present
growth rate of production is 2 per cent and
the Government feel that a three per cent rate
of growth for the industry as a whole will
cover the increasing demand of internal con-
sumption and Exports. The Committee would
suggest that Government/Tea Board should
initiate necessary steps forthwith to increase
production of tea so that the increased rate
of growth is realised and sufficient tea may be
available both for exports and internal con-
sumption.

The Committee are unhappy to note
that the production of green tea in Uttar
Pradesh in 1970 was only 4000 kgs. as against
680,000 kgs. in 1960 and the decline in produc-
tion worked out to 99 per cent. Simi-
larly. production of green tea declined in Hima-
chal Pradesh and Tripura by 44 per cent and
42 per cent respectively. The Committee arc
forced to the Conclusion that something has
gone wrong in the production of green tea in
these areas. They would. thereforc, suggest
that a team of experts should be appointed
to go into the question why production of green
tea has declined in such alarming proportions
and what remedial measures should be taken
to revive its production in these areas.

The Committec note that India produces
annually about 5 million kgs. of green tea
while Morocco market alone requires 15
million kgs. of green tea. Japan is also a po-
tential market for the export of green tea.
The Committee also note that India is not
producing the type of green tea required by
Japan and Morocco and some factories
have now installed machinery to manufacture
the type of tea preferred by these
countries.  The Committee suggest that
Government should give the highest prio-
rity to equip more factories with the latest
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3-55

3-56

3-57

3:65

3-66

3-69

machinery required for the manufacture of
green tca so that exports to Morocco and
Japan can be stepped up.

The Committee note that two firms arc
producing instant tea at present and the manu-
facture is based on imported technology. The
Committee also notc that the quality of instant
tea being produced is not upto the mark and
there is a problem about its solubility in cold
water for making iced tea. To get over these
difficulties the Calcutta University and Central
Food Technological Rescarch Institute have
Becn asked to carry out research for the pro-
duction of the right type of instant tca.

The Committee hope that efforts made by
these organisations will bear fruit and some
new method of producing instant tea will be
evolved which would be Tree from the defects
noticed in the present manufacture. The
Committee are of the opinion that there
is a promising future for this product. They
suggest that the Board must ensure that there
1s continuous research on instant tea for
improving its quality and marketability.

The Committee further suggest that con-
sumption of instant tea may also be popu-
larised and encouraged in our country.

The Committee are of the view that the
demand for tea bags will increase in Europe
and other foreign markets in future. They,
therefore, suggest that the Tea Board should
provide necessary facilities to the two firms
to augment the production of tea bags.

The Committce note that tissue pap re-
quired for manufacture of tea bags has obe
imported which adds to the cost. The Com-
mittee suggest that the feasibility of manu-
facturing tissue paper in India should be exa-
mined as the demand for tea bags in foreign
markets is expected to increase.

Since Darjecling is thc most famous place
for quality tea, production of tea in this arca
deserves special attention. Ministry of For-
eign Trade have informed the Committee that
51 per cent of the tea area in Darjeeling carry
bushes which are over 50 years of age. It is

"8 64LSS/72.
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3-70

3-93

3-94

3-95
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also admitted that the respousc to the Replant-
ing Subsidy Scheme has not been favourable
but it is hoped by them that with the upward
revision of rates of subsidy the tca gardens
would be able to undertake replanting of old
arcas. The Committee further note that 14
per cent of the existing planted area in Darjee-
ling i.e. 2556 hectares is available for ncw
planting.

The Committee suggest that the Tea Board
should give maximum encouragement to the
tea estates in Darjeeling to replant 2556
hectares of available land with new tea bushes
without any further loss of time. This
step is necessary for three reasons, first,
that the area under tea  cultivation in
Darjeeling has declined at the ratc of 1-79
during the period 1965-70 and secondly
that the yield of tea in this area is much
less than the all India average, and thirdly,
the Darjecling area produces the finest tea, in
great demand abroad.

The Committee are unhappy to note that
the pace of rcplanting has been extremely slow
and during 1969-70 only 987 hectares were
replanted with tca bushes as against 2,024
hectares replanted during 1964-65. The Com-
mittee are concerned to note that against thc
annual rate of 29/ replantation, the rate actually
achieved is as low as 0:6 per cent.

The Committec consider it regrettable
that far from achieving the target of 7000
hectares per year fixed for thc Rcplanting
Subsidy Scheme the Tea Board has been able
to geto only 987 hectares replanted during
1969-70.

The Committee, however, note that the
rates of Replanting Subsidy and also the loags
available under the Tea Plantation Finance
Scheme are being revised upward and it is
expected that with the coming into force of
the new rates the tca estates will be able to
do replanting at a much faster rate.

The Committee regrct to note that
response to the Replanting Subsidy Scheme
has been very poor in South India also. They,
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however, note that with the approval of the
scheme of “replacement planting” the tea
estates in the South would be able to take
advantage of the scheme. The Committee
would suggest that the Tea Board should
promptly ascertain as to which of the tea areas
in the South are having tea bushes which are
50 years of age or more and in respect of those
areas special efforts should be made to get them
replanted with new tea bushes. The Com-
mittee are of the opinion that the processes of
replanting or “replacement planting” have to
be continuous both in North India and South
India if production targets are to be achieved.
The Committee are concerned to note that the
funds requisitioned in December, 1970 for the
Replanting Subsidy Schemc were not made
available to the Tea Board until the first week
of April, 1971. The Committee would like
advance planning to be done in such matters so
that the money is passed on to the Tea Board
in time for making timcly payments under the
Scheme. This initial delay in release of funds
not only hampers payment of subsidy but
also frustrates the working of the whole sche-
me.

The Committee note that analysis of cost
of production of tea is based on two samples
one relating to the year 1963-65 and the other
to 1966-68. As the cost of productiop has a
rising trend and since 1968 the picture must
have been completely changed, the Committee
would like the Tea Board to carry out fresh
ag%y;i; of the cost of production for the years
1970-72.

The Committee note that cost of produc-
tion of 1 kg. of made tea in Darjecling both by
the sterling companies and Rupee companies
is higher than the all India cost. The Com-
mittec have been informed that the higher
cost in Darjeeling is on account of the low
yield of tca and that in the lower hills there is
the possibility that production might improve.
The Committce would likc the Tea Board
to evolve and assist in the implementation of
concrete measures to effect reduction in
the cost of production of tea grown in Dar-
jeeling so as to improve the competitiveness
of this prime tea grown in that arca.
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The Committec note that the profitability
of the industry increased from 4-3 per cent in
1965-66 to 6-5 per cent in 1967-68. But it
declined to 2-1 per cent in 1968-69 owing to
some exceptional circumstances. Figures sub-
sequent to 1968-69 are not available with the
Tea Board and the Ministry of Foreign Trade
are of the view that substantial improvement
must have taken place during 1970-71.

The Committee would like to stress that for
the healthy growth of any industry the profi-
tability has got to be adjusted in such a manner
that the industry becomes self-sustaining and
therc are enough funds available to plough
back. If the profits arc low then the industry
suffers for want of fresh investment. The
Committee would urge that Government should
examine whether the tea industry has
not been denied reasonable profits as com-
parcd to other industries and should take
suitable remedial measures.

The Committee note that the Tea Machincry
Hire-Purchase Scheme for the supply of machi-
nery and irrigation equipment to tea gardens
on hire-purchase basis was introduced in April
1960 and that a sum of Rs. 74-53 lakhs was
disbursed for this purpose during 1970-71.
They also note that Tea Plantation Finance
Scheme to undertake replanting of old and
uneconomic tea areas as well as replacement
and cxtension of plantings was introduced in
February 1962 and 195 applications aggregat-
ing to an amount of Rs. 725:67 lakhs have
been sanctioned till 3ist March, 1971 under
the scheme. The Committee would suggest
that the performance of the two financial
schemes should be reviewed periodically so

-that it may be ascertained how far the two

schemes have contributed to the devclopment
of the tea industry.

The Committee note that techno-economic
surveys of.tea estates were cqonducted in Tri-
pura and Cachar in 1963 and thcreafter no
techno-economic surveys were conducted in
any other arca. According to the Ministry,
the special staff engaged on that work had to be
diverted to development work. This is a poor
cxcuse for suspending a vital activity.
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Techno-economic surveys serve a useful
purpose in bringing to our notice problems
faced by the industry. The Committee desire

"that the Tea Board should undertake techno-

economic surveys on a regular basis so as to
have first hand reliable information about the
health and problems of the tea industry in
various areas and regions of the country. The
Committee would like the Tea Board to take
necessary follow up action by drawing up an
integrated plan, in consultation with the
tea plantations, for increasing productivity
and production and improving quality. The
plan should inter alia cover replacement
of old bushes, rejuvenation of the existing
tea bushes, application of right inputs and
improved pruning practices.

The Committee note that the question of
growing tea in Nagaland was taken up by
the Tea Board with the State Government
as far back as 1963 but no decision has been
taken in the matter so far. The Committee
are of the opinion that the matter should have
been pursued more vigorously by the Tea
Board. The Committee hope that the Central
Government will take up the matter with the
Nagaland Government without further delay.
The Committee would like to be apprised of the
action taken in this regard.

The Committee would like the Tea Board/
Government to undertake similar investiga-
tions about the possibility of encouraging
cultivation of tea in NEFA and other
suitable areas.

The Committee are equally surprised to
note that Government of Manipur had evinc-
ed no interest in growing tea in fhat area
nor did the Tea Board pursue the matter further
after 1967. Now that Manipur has attained
full statehood, the Committee suggest that
the Central Government should take a con-
certed effort to persuade the Government of
Manipur to chalk out a plan for development
of the tea industry in that region.

The Committee note that the average
yield of tea has been steadily going up in India
and during 1970 it rose to 1191 kgs. per hectare.
The Committee also note that by using the right

'9—64 LSS[72
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inputs and by resorting to varying pruning
practices it has been possible to increase the
yield of tea in certain areas by rejuvenating
the existing tea bushes, The Committee need
hardly stress that while taking advantage of
these methods in suitable places for increasing
vield to the extent possible it should not be
forgotten that a tea bush like any other bush or
plant is bound to both in yield and quality
after attaining a certain age and it must also die:
ultimately. The Committee, therefore, suggest
that for increasing production permanently
Tea Board should depend more on replanting
new bushes in replacement of those which have
outlived their economic life.

The Committee are of the view that Tea
Board should be able to lay down some
guidelines or norms as to when a tea bush
in a particular area should be rejected as “‘too:
old” and should be replaced with a new one.
If a study is made on these lines in each zone,
the Tea Board will be rendering some useful
service to the tea industry in India.

The Committee note that Tea Board exer-
cises no direct supervision over the production
and distribution of tea seeds and clones
and tea seeds are produced by commercial
seed companies. The Committee also note
that there has been no shortage of seeds
or clones for use as planting materials in the
country. The Tea Board has, however, set
up 2 clonal multiplication centres in the
Nilgiris, to enable the small growers
to obtain good planting material - for
their estates. As there is a large number of
small tea growers in Kangra and Mandi
the Committee are of the view that a few clonal
multiplication centres should also be opened
in Himachal Pradesh to cater to the small tea
growers’ needs for clones of proven quality.

The Committee would also suggest that
as the Tea industry in U.P. has suffered a fall
in production in recent years the problems
of this area should receive close attention and
a clonal multiplication centre may also be
suitably located in the garden areas of
U.P.
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The Committee note that the weedicide
known as Gramoxone worth Rs. 69 lakhs was
imported during the year 1970-71. Government
have now decided to import only the technical
material named Paraquat and the formulation
of Gramoxone would be made in India. Par-
aquat worth Rs. 32 lakhs has already been
imported and more import of this material
is being contemplated. The Committee would
stress that till such time as we become self-
reliant in the . field of specialised weedicide
required for tea plantations, adequate timely
imports should be allowed and suitable
arrangements made so that the weedicide
reaches the tea plantations in time and in
adequate quantities. The Committee also
note that in December 1971 Government had
issued a letter of intent to one firm for the
manufacture of 2500 kilo-litres of Gramoxone
from the basic stage. The Committee trust
that the indigenous manufacture of Gramoxone
as a complete product will materialise very
soon and the foreign exchange being spent
at present on the import of paraquat (for pre-
paration of Gramoxone) will be saved. In
the Committee’s view, Government/Tea Board
should keep a close watch on the progress of
the manufacture of Gramoxone indigenously.

The Committee note that 5,477 tonnes
of pesticides worth Rs. 502 lakhs were imported
during the year 1970-71.  Although a large
number of pesticides were imported, there are
only four items which are currently being pro-
duced in India to some extent. The Commiittee,
therefore, suggest that Government should
take necessary steps to develop an industrial
base in the country for the manufacture of
all types of pesticides needed in the field of
Agriculture including tea estates so that their
import can be progressively curtailed and the
::jountry can become self-sufficient at an early

ate.

The Committee note that 10.000 tonnes
of Potassium Chloride have to be imported
annually as this fertiliser is not being manu-
factured in India. In addition to this, some
quantity of Ammonium Sulphate has also to
be imported as indigenous production is not
sufficient to cope with the total demand in
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the country. The Committee recommend
that immediate steps should be taken by Govern-
ment to increase the indigenous production of
Ammonium Sulphate. Government should
also make efforts to see that production of
Potassium Chloride is taken up in the country.

Till such time that the country attains
self-reliance in Potassium Chloride and Am-
monium Sulphate required for tea industry,
the Committee would like Government to
arrange for their imports in time and for their
timely distribution to the tea gardens.

The Committee note that in Tamilnadu 8
cooperative factories have been set up for the
benefit of small tea growers and 2 more
factories are proposed to be set up. The total
number of small tea growers in that State
is stated to be 3,258. As against this, in Kangra
in Himachal Pradesh, one cooperative factory
has been set up which benefits about 247 tea
growers and one more cooperative factory is
proposed to be set up during the year 1972-73.
The Committee further note that 1,157 small
tea cstates each below 50 acres in size are regis-
tered with the Tea Board in Kangra. It is
obvious from these figures that the number
of cooperative factories set up in Kangra
is too meagre to serve the interests of 1,157
tea growers. The Committee would like the
Tea Board to make a study of the actual re-
quirements of cooperative factories in Himachal
Pradesh and to ensure that more cooperatives
are set up there for the benefit of small tea
growers, with the help of the State Government.

The Committee note that India’s export
performance during 1970 and 1971 has been
better than what it was during the year 1969.
Exports to U.K. particularly picked up from
59-9 million Kgs. in 1969 to 98:9 million Kgs.
in 1970 showing an increase of 39 million Kgs.
The fiscal measures adopted by Government
namely (i) abolition of export duty with effect
from 1-3-1970 and (ii) granting of a rebate
of excise duty at the point of export
with effect from 15-4-1970 have proved
useful in pushing up exports. The Committee
trust that Government will keep the export of
tea under constant review so that remedial
measures to boost up exports can be taken in
time.
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The Committee hope that the Tea Corpo-
ration which has been set up in the Public
Sector will play a useful role in increasing the
exports of tea particularly to those countries
which have heretofore depended for their sup-
plies on Ceylon and other East African coun-

tries.

The Committee note that both India
and Ceylon hold equal share of 32-6% in the
total world export during 1970. While Ceylon
exported 208-3 million Kts. of tea out of a
total production of 212-2 million Kgs., India
exported 208 -4 million Kgs. of tea out of a total
production of 421-8 million Kgs. The Com-
mittee feel that there is enough scope for the
Tea Board to gear itself to the task of achieving
higher percentage in the total world exports
through direct agreements or sales by sustained
and better methods of tea promotion in foreign
countries outside the quota pool.

The Committee note that in 1970 the ex-
ports of tea from India under = Rupee pay-
ment agreements declined from 3351 per cent
to 25-54 per cent. Likewise, the exports under
bilateral trade agreements declined during
1970 to 35-25 per cent as against 44-57 per cent
in 1969. The Committee would like the Tea
Board to analyse why exports under Rupee
payment arrangements and under bilateral
trade agreements have declined during 1970.

Government have stated that in the new
trade agreements a clause has been inserted
to the effect that if it is found that there has
been any *‘switch trade”, then that country
would be asked to pay in foreign exchange.
The Committee hope that the new clause would
have the desired effect and that in future no
tea or any other traditional commodity will
find its way surreptitiously into at least our
traditional markets from which we earn
hard currency.

The Committee note that only 25 per cent
of Indian tea is blended before it is exported to
other countries. The Committee also note
that in 1967 Ceylon exported 2-2 million kgs.
of tea in packages as against 2-4 million kgs.
of packaged tea exported by India. The
Committee are surprised to note that while
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Ceylon improved the position appreciably dur-
ing the following three years and exported
7-83 million kgs. of tea in packages in 1970,
India’s export of packaged tea during the same
year remained as low as 4 million kgs.

The Committee hope that Government will
ensure that the Tea Corporation makes an
allout effort to increase the exports of packaged
tea so that the unit price of tea increases
and more foreign exchange may be earned
for the country. The Committee would urge
that Government should also encourage the
tea companies in the private sector to ex-
port more and more of blended and packaged
tea in place of bulk tea.

The Committee note that in 1970 India
exported 318.724 kg. of instant tea as against
13,608 kg. exported in 1966. The unit value
which was Rs. 39-37 per kg. in 1966 came down
to Rs. 32-95 per kg. in 1970. Analysis of the
data shows that the unit value of instant tea
was much higher in respect of quantities sold
to U.S.A. and much lower in respect of quanti-
ties sold to U.K. and Switzerland. Although
the exporting country cannot always choose
its customers as other countries manufactur-
ing the same product, are also in the field,
cfforts should be made not only to increase
exports but also to ensure that the unit value
is maintained.

The Committee note that a rebate of excise
duty is being given at the export poiat to the
extent of 309 of the *F.A.S. value” above the
price of Rs. 5-25 per kg. subject to a maximum
of 75 paise per kg. For packaged tea exported,
the rebate is calculated on *F.A.S. price in
excess of Rs. 9-75 per kg. for metal containers
and Rs. 6-25 per kg. for other containers.
The Committee also note that there is a demand
that this rebate on excise duty on exported tea
should be increased. The Committee would
like Government to examine this matter as to
whether any enhancement in rebate of excise
duty is called for in the interest of increasing
exports of tea.

The Committee note that a number of tea
producing countries have agreed to the quota-
system for export of tea. Under the agreement,

*Free Along Sideship.
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the global quota for export of tea for 15 month
from 1Ist January, 1971 to 3lst March, 1972
has been fixed at 727-6 thousand metric tons
out of which the joint quota for India and
Ceylon is fixed at 506 thousand metric tons.
The Committee trust that the tea producing
countries as well as consuming countries will
arrive at some long term arrangement for
stabilising tea prices in the world market
through effective control over imports and regu-
lation of exports.

In view of the fact that new countries parti-
cularly in East Africa are coming up and in-
creasing production of tea and in due course
they might demand larger share of exports to
the world market, the Committee are of the
opinion that the agreement arrived at by the
Exporters’ Group might not last for long.

India should thus be prepared to meet the
greater challenge from other tea producing
countries in the yvears to come.

One way of meeting that challenge is to
increase the production of quality teas for
promoting exports. The Committee note that
tea from North India fetches better prices
than tea from South India at the London auct-
ions. The Committee suggest that the export
of tea should bz so regulated that India may
be able to sustain and increase its exports on
a durable basis and at the same time get better
prices for its exports.

The Committee also note that India with-
draw from the International Tea Market
Expansion Board in October, 1952 on the
ground that the value of propaganda by
the International Board had not been com-
mensurate with the financial contributions
which India had to make. The net result
was that Ceylon took the maximum advantage
of India’s absence from that International
body and despite heavy cost continued to
maintain essential centres thereby wresting the
initiative from India and enhancing the
prestige of “Ceylon tea”. The Committee
are surprised and concerned to note that
sometimes Indian tea is sold as ‘‘Ceylon
tea” in the ‘U, K. and other foreign
markets,
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The Committee are constrained to note
that India spends 539 of the total expenditure
on generic promotion and 479, on uninational
promotion whereas Ceylon spends 76% on
uninational promotion and only 249, on gene-
ric promotion. The inference is clear that
Ceylon is more interested to do propaganda
about “Ceylon tea” as against propagating
“tea” as a beverage superior to other bevera-
ges. The Committee feel that in the long
run, 1t 1s uninational promotion which will help
India to regain its paramount position in the
world market.

In order to compete with Ceylon and other
East African countries in the world market
India will have to make concerted efforts to
popularise “Indian teas” abroad. The Com-
mittee are of the view that tea promotion abroad
should be done in a commercial manner with
the help of professional agencies to reach
retail outlets in sophisticated markets. The
Committee also suggest that to achieve the
best results more powers should be delegated
to the Directors of Tea Promotion abroad
to enable them to take quick decisions within
the broad policy laid down, to suit the exigen-
cies of the situation and without the necessity
of getting prior approval from the Tea Board
at Calcutta.

The Committee note that the London Tea
Centre has been running at a loss. Govern-
ment have stated that this Centre was never
meant to be a commercial enterprise. The:
Committee further note that an attempt is
now being made to sub-lease a portion of the
premises of the London Tea Centre to an expe-
rienced firm of caterers who would undertake
to do propaganda for Indian teas. The Com-
mittee suggest that the possibility of running
this Centre on commercial lines should be
explored in consultation with Air India and the
Indian Tourism Development Corporation who
have some experience of running -catering
establishments.

The Committee would like Tea Board/
Government to consider whether the Tea
Centres should not be used for dissemination
of all commercial information pertaining to
export of tea and also act as retail outlets for
sale of packaged Indian tea.
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The Commiittee note that a cess of 4 paise
per kg. is levied on all teas produced in the
country. The Committee also note that the
actual expenditure on the Tea Board during
the years 1968-69 to 1970-71 had been more
than the total cess collected.

The Committee, therefore, suggest that
Government should examine the feasibility of
revising the rate of cess levied on tea for the
purpose of meeting the total expenditure of
Tea Board and also examine the expenditure
of the Tea Board with a view to determine
whether the moneys available are well spent.

The Committee note that excise duty om
tea is levied on a zonal basis and varies from
Rs. 0-25 paise to Rs. 1:50 per kg. according to
the zone.

The Committee are, however, glad to note
that the excise duty on green tea is levied at the
rate of 10 paise per kg. only. The Committee
further note that the export duty on tea has
been abolished with effect from 1-3-1970 with
a view to increase exports and this step has
achieved its purpose in-as-much as the export
performance during 1970-71 has been much
better as compared to the previous years.
The Committee, however, .feel that the rates
of excise duty levied in the five zones need to
be examined periodically and these differential
rates should be fixed in such a manner that the
quality teas which are exported can compete
with teas from other countries in the inter-
national market. This also raises the quest-
ion of higher rebate on exported tea or even
a total withdrawal of excise duty on exported
tea.

Government have expressed the view that
no additional incentive appears to be necessary
in rebate of excise duty on exported tea. Tt
has been further stated that full refund of
excise duty will adversely affect the price of
Indian tea and total foreign exchange earnings
will go down. India has to compete with tea
producing countries like Ceylon, Kenya and
other East African countries where no excise
duty is levied at the production stage.
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The Committee would like Government
to examine the taxation structure in other tea
producing countries notably Ceylon, Kenya
and other East African countries and then to
devise measures most suitable to Indian condi-
tions in order that Indian tea can compete with
teas from those countries in the international
market. In the Committee’s opinion. a rebate
of excise duty on exported tea is more advan-
tageous to the tea exporter rather than to the
tea producer and this aspect of the question
needs to be examined in greater depth.

The Committee note that the Directorate
of Tax Research in the Ministry of Finance
has undertaken a study of the burden of Central
and State taxes on the tea industry and their
report is awaited. The Committee trust that
while examining the matter the Ministry of
Finance will pay due attention to the recom-
mendation of the Tea Finance Committee
which was also endorsed by the Borooah Com-
mittee that the rate of tax on the agricultural
portion of composite income should not exceed
the rate of tax on the non-agricultural portion
of it.

The Committee would also like the Ministry
of Finance to examine whether the incidence
of tax in the tea industry is much higher than
it is in other industries and what remedial
measures ought to be taken to provide relief
to that industry. A point which deserves
consideration is whether any depreciation
should be allowed on the field assets in calcu-
lating the net income of a tea estate on which
tax should be levied.

The Committee note that the Commercial
Banks provide loans as working capital to tea
gardens and these have to be liquidated every
year. There is also provision for giving loans
under the scheme of the Agricultural Refinance
Corporation which are operated through Com-
mercial Banks. The security for such a loan
is the mortgage of a property and the title deeds
have to be pledged with the Bank as collateral.
The Committee further note that the Tea
Board at present has no scheme to provide any
guarantee to tea growers for repayment of
loans. The Committee need hardly stress that
while the big tea estates or the affluent section




121

3

73

74

75

7.19

7-20

7-21

of the tea industry can easily get loans from the
banks by mortgaging their crops or other
property, the small tea growers have to face
real difficulties in getting loans froin the banks.
The Committee. therefore, suggest that the
Tea Board should act as the watch dog of the
small tea growers. As the small tea growers
need all possible encouragement both for in-
creasing production and for improving the
quality of tea. these twin objects cannot be
achieved unless adequate credit facilities are
made available to small tea growers on easy
terms.

The Committee note that the Tocklai Ex-
perimental Station is currently conducting re-
search to establish the co-relation between
various biochemical constituents of tea leaf
and the quality/cash valuation of manufac-
tured tea. The Committee are of the view that
research on this particular aspect may lead to
results of far reaching importance. They,
therefore. suggest that Government should
ensure that fundamental research being carried
out at the Tocklai Research Station or at other
Research Centres in the country does not suffer
for want of encouragement and funds.

The Committee note that the tea estates in
Kangra have suffered partly because of non-
availability of scientific advice to the small
tea growers who are not members of the Tea
Research Association. The Committee further
note that until 1905 the tea estates in Kangra
had flourished. But subsequently due to the
terrible earthquake many tea factories were
destroyed and a number of tea planters were
also killed. The Committee hope that Tea
Board will pay special attention to the needs
of small tea growers in this valley and do every-
thing possible to bring them in line with the
organised sector of the industry. They suggest
that Government should ensure that the bene-
fits of Jatest research on tea are made avail-
able to tea growers and that the field staff of
the Board remain in constant touch with them.

The Committee note that the existing cess
on tea is proposed to be increased from the
present Rs. 4 per 100 kgs of tea produced to
Rs. 5:25 per 100 kgs and this will make avail-
able Rs. 1-25 per 100 kgs of tea produced for
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research work. The Committee hope Gov-
ernment will examine the pros and cons of the
matter and will come to a quick decision so that
the industry no longer suffers for lack of re-
search, and research does not suffer for want
of funds. The Committee suggest that the
Tea Board should ensure that results of research
are disseminated to every tea estate whether
big or small as increasing the production of
quality teas in the country is of paramount
importance.

The Committee need hardly stress that re-
search on “‘instant tea” deserves immediate
attention. Whether the research is carried
out singly by Calcutta University or whether it
is centralised at the Tocklai Research Station
or it is managed by the Central Food Techno-
logical Research Institute, Mysore, are matters
of detail which should be settled by the Tea
Board in consultation with the manufactu-
rers of instant tea. The Committee are,
however, interested in seeing some tangible
rosults coming from the research efforts being
made in this direction. If India wants to
compete with countries like Ceylon in the
world market it must strive hard and without
delay attain proficiency of the highest order
in production of this new product.

The Committee note that the average an-
nual production of tea waste in the tea gardens
in India is around 10 million kgs which ac-
counts for approximately 2-59% of the total tea
produced in the country. The Committee
note that with a view to preventing adulteration
of tea, denaturation and/or destruction of tea
waste has been adopted. The Committee
further note that a portion of tea waste is also
utilised in the production of caffeine and during
1968, 1969 and 1970 only 18%, 27% and 419,
respectively of the total production of tea
waste was utilised for producing caffeine. It
has also been stated that “‘a much larger volume
of production of caffeine is necessary to meet
our domestic requirements.”” The Committee
would like the Ministry of Foreign Trade to
examine in consultation with the concerned
Ministry the possibility of manufacturing caf-
feine on a much larger scale so as to make
economic use of tea waste which is a bye-
product of the industry.
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It will not be out of place to mention that
with the increasing production of tea, the avail-
ability of tea waste will increase. As such,
Government must think in terms of utilising
“tea waste’’ on a much larger scale for the
production of caffeine etc.

The Committee note that the sale of Indian
tea at various auction centres had declined
during 1970 to 64-2 per cent of the total pro-
duction from 80-9 per cent of the total produc-
tion during 1959. Sales through the London
auctions alone had been lower in 1970 by 33-4
million kgs as compared to the previous year.
However, quantities of tea shipped to U.K.
as direct exports and against private sales and
forward contracts showed a marked rise in
1970 to 58:98 million kgs as against 44-88
million kgs in 1969.

The Committee are unhappy to note the
declining trend in sales of Indian teas at various
auction centres. The Committee would like
Government to investigate the causes of dec-
line in sale of Indian tea at the auctions both in
India and U.K. and take suitable measures to
increase their sales.

The Committee note with concern that the
share of India tea in the total sales through
London auctions has declined from 48:29/
in 1966 to 309/ in 1970 while the share of Ceylon
tea increased from 31-5% in 1966 to 33:29%
in 1970. East African countries also increased
their share in London auctions from 13-69/
in 1966 to 27-7% in 1970. This means that
the superior performance of Ceylon tea
and East African tea has been at the sole
expense of Indian tea. The Committee
are convinced that India can establish a better
hold on this sophisticated market only through
vigorous propaganda compaigns carried out in
a professional manner so that the average con-
sumer is better informed about the quality of
Indian teas. The Committee trust that
uninational tea promotion compaigns with the
help of professionals would be intensified to
achieve this objective.

The Committee also note with concern
that the average price obtained for Indian tea
at London auctions are lower than the average
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prices obtained by Ceylon and other East
African countries. It has been explained that
this is due to the fact that in India there is a
wide range of teas and tea in North India is
seasonal in character. As against this, in
Kenya. the quality of tea is reported to be
“Uniformly good” on account of certain ad-
vantages of better climatic conditions and
availability of latest techniques and machi-
nery. The Committee are of the view that Go-
vernment can certainly help a great deal to
finance improved machinery for the tea estates
for production of quality teas earning a higher
unit value for exports.
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