INTRODUCTION

This is the ‘twenty third issue of Tea Statistics. Statistical information relating to
various aspects of the industry and trade in India as well as the world as a whole available
at the time of going to press have been incorporated in this issue. Some of the figures, are,
however, unavoidably of a provisional nature.

Research workers, Economists, Statisticians, as well as individuals and institutions—
both in India and abroad—have in the past found this publication very useful and have
provided us the encouragement for expanding the scope and coverage of the publication
and make it as comprehensive as possible so as to enable a scientific and systematic
study of the multifarious problems relating to production, export and marketing of tea.
It is our earnest hope that the present issue of the publication will carry this objective
a step further.

Caleutta | R. N. MANDAL
1st. Feb. 1978 Statistician.



Review of the Year 1976-77

Iuternaﬁonai Scene

1. The year 1976-77 witnessed unprecedented developments in the history of the tea industry and
" trade. The year under revicw constitutes a turning point in the history of the world tea cconomy which has
. faced depression for mearly two decades since 1954. In contrast to the low world prices obtained
for over 20 years the pendulum swung to the other extreme in the first quarter of 1977, The high tea priccs
were triggered off by an overall shortage of tea in 1976 arising out of production not keeping pace
with increased demand for tea consequent upon a shortage in the supply of coffec and the consequent
high coffee prices. Prices at London tea auctions, which set the trend for prices at all other auctions, reached
the peak level of 270 pence per kg. in March, 1977 from 108 pence in the first week of January 1977. Calcutta
touched the peak of Rs. 29.14 in the first week of April compared to Rs. 12,88 in the first week of Januvary

1977. Cochin reached the record figure of Rs. 28.19 per kg. in the third week of March 1977 from Rs. 12.83
- per-kg. in the first week of January of the same year. At Colombo, the average price reached the
level of Rs. 30.67 in April 1977 from Rs, 11.40 in the first sale of the year,

1.1. The abnormal price increases at all auction centres during the first quarter of 1977 have been due
to the cumulative effect of 2 number of factors, Sri Lanka’s production substantially declined by about 17 m.
kgs. in 1976 as compared to 1975 due to prolonged drought in that country. Sri Lanka’s production at 197 m.
kgs. in 1976 was the lowest during the last 15 years. Uganda also registered a decline of 3 m. kgs. in 1976
compared to the previous year as a result of drought in that country. Although Kenya, Malawi, Mozambique,
- Bangladesh and Indonesia showed a combined increase of 16 m. kgs. it just offset the decline in Sri Lanka.
In fact, the increase in world production of tea has been slowing down from 1974. The average annual increase
' in ‘world production during 1974-76 came down to 21 m. kgs. compared to 36 m. kgs. during 1969-73. Inspite
of the Iact that in 1976 India’s production showed an increase of about 25 m. kgs., the average net global
increase of crop in the major tea exporting countries in 1976 was in the region of only 20 m. kgs. which was
not adequate to meet the global import demand after satisfying the domestic requirements in the producing
countries. In early 1977, there developed a shortage which gave rise in turn to a ‘psychology of shortage’ in
the context of increased global demand for tea in some major importing countries consequent upon shortage
in the world supply of coffee and its ruling high prices. The sharp decline in the world supply of coffee was
the result of frost in Brazil, earthquake in Guatemala, Civil War in Angola etc. and this led to an escalation
of coffee prices. The quantities sold at auctions were lower by 9.3 m. kgs. at London, by 22 m. kgs. at Calcutta
and by 11 m. kgs. at Colombo. The lesser availability of teas at the important auction centres in the face of
" increased demand affected market sentiment and apprehensions about future shortage resulted in panic
- . buying by the buyers who were ready to pay ‘any’ price for the ‘spot teas’.

- 1.2. Apart from the developments mentioned above which led to sudden and abnormal pricc increases
*" in the first quarter of the year 1977, the slump of the pound sterling in the exchange market also helped in
" pushing up the prices of tea in terms of sterling.

1.3, The abnormal price increase experienced by the major producing countries prompted them to
_ adopt suitable fiscal measures with a view to mopping up the windfall profits on the one hand and bringing
down the prices for domestic consumption on the other. In India, export duty on tea was imposed with effect
from 9th April 1977 and the rebate of excise duty and drawback were withdrawn. The Sri Lanka Tea
Board imposed a cess of Rs. 41.90 per 100 kgs. of tea with effect from 23.12.76 and from the 3rd week of March
1977 rebate on tea export has been suspended. Sri Lanka already levies export duty on bulk tea and packet
tea separately. Sri Lanka also revised the price ranges for levy of the advalorem sales tax together with revision -
of the ceiling from Rs. 2,20 per kg. to Rs. 4.40 per kg. with effect from 3rd week of May 1977. Bangladesh
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imposed export duty on tea at the rate of Taka 2.20 per kg. Kenya also imposed an export duty at the rate
of 15%, of the difference between the f.o.b. price and the K £ 1. per kg.

1.4. Total world exports in 1976, estimated at around 687 m. kgs. were higher by about 30 m. kgs.
over 1975. This was mainly due to increase in India’s exports by 16 m. kgs., Bangladesh’s exports by 7 m. kgs,
Kenya’s exports by 7 m. kgs. and Malawi’s exports by 6 m. kgs. Exports from Sri Lanka were lower by as
much as 13 m. kgs. due to lower production. Exports from Ugands showed a substantial decline of 5 m. kgs.

1.5. The U.K. Government had, in July, 1974 announced a subsidy for tea at the rate of 2 pence per
“quarter lb. (17.64 pence per kg.) at the retail level to offset the increase in retail price recommended by the
Prices Commission and to protect the domestic consumers from the increase in prices since the latter part of
1973, In September, 1976 this subsidy was abolished and a price code providing greater flexibility in fixing
the retail prices was adopted. The packers were, thercfore, in a position to effect increase in the retail prices
of tea packs in UK. to offset the increase in their costs.

Meetings of F.A.0. & UNCTAD

1.6. In a meeting of thc Inter-governmental Group on tea of the F.A.O. in April, 1976 it was agreed
that a draft of the economic provisions of a long term agreement on tea between exporting and importing
countries will be examined in a subsequent meeting of the Inter-governmental Group. The meeting was
subsequently convened at London in February 1977 at which an International Programme for Tea -
was adopted by the Group which also set up an Ad-hoc Working Party composed of 14 countries including
India, Sri Lanka, Kenya, Indonesia and Bangladesh to consider in depth thc techniques and measures
required for the achievement of the objectives of the Programme. The High:Powered Indian Delegation with
Sri 8. G. Bose Mullick, Secretary, Ministry of Commerce, Govt. of India as leader and Shri T. 8. Broca,
Chairman, Tea Board as Alternate Leader played an important role in suggesting the various elements of the
Action Programme for Tea as also in getting it accepted by the Sub-Group of Exporters and later on by
the Inter-Governmental Group on Tea. The first meeting of the Sub-Group on Statistics set up in
pursuance of the recommendation of the Inter-governmental Group in its meeting held in April 1976
was also held at London in February 1977 and recommended various measures for improvement of Tea
Statistics so as to enable morce scientific study on various aspccts of the world tea situation. Sri P. R.
Sengupta of India was elected as the Chairman for this session.

In May 1976, the UNCTAD—IV which met in Nairobi discussed an integrated programme of commo-
dities and adopted Resolution No. 93(IV) indicating the main objectives of the integrated programme for
commaodities which largely formed the basis for the Action Programme on Tea referred to above. Another
important element of these discussions was the proposal for the creation of an International buffer stock of a

few commodities of strategic importance to developing exporting countries (including tea) which
are susceptible to price fluctuations.

In September, 1976 in a meeting held in Geneva under the auspices of UNCTAD/GATT the
tea producing countries approved the constitution of an International Tea Promotion Association (ITPA),

International Programme for Tea

. After considering the subject further, the Sub-Group adopted the following resolution on the Imer—
national Programme for Tea :

“Recognising the importance of tea for their economic development, production and diversification -
programmes, foreign exchange earnings and incomes of growers and workers, the tea producing and
exporting countries reiterated the [ollowing basic objectives of an international programme for tea:”
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(i) to improve, in real terms, export earnings from tea and returns to growers;
' (ii) to cater and provide for the special needs of smallholder tea growers ;

(iii) to create stable conditions in the international tea trade, while avoiding excessive price fluctuations
by promoting and maintaining equilibrium between supply and demand within an expanding world tea
trade ; i : ' '

(iv) to ensure that the prices of tea in international trade are just and remunerative to producers and
equitable to consumers;

(v) to take account, in' establishing price objectives for tea, of changes in the world monetary system
and the rate of world inflation; .- : ‘

(vi) while avoiding excessive accumulation of stocks irt importing countries, to assure them of regular
supplies of tea ;

(vii) to improve access to tea markets by the removal of tariff and non-tariff barriers, as well as internal
and transit taxes, and to expand demand for tea in both traditional and new markets by removing all obstacles
to tea consumption ; . : o

~ {viii) to provide and strengthen statistical and ‘market intelligence on tea;

(ix) to provide a framework for improvements, wherever feasible, in the marketing, distribution, trans-
port and transit systems for tea, including an increase in the participation of developing countries in these
activities, such as blending, packaging, and the manufacture of tea products, and earnings from them.

.

The Indian scene

1.7. The year under review was a record year of production, exports and prices for the Indian
tea industry. Tea production in India crossed the 500 m. kgs. mark in 1976 and reached an all time record
of 512 m. kgs. which was 25 m. kgs. higher as compared to the previous year. On financial-year
basis, the production for 1976-77 is still higher at 38 m. kgs. :

The financial year 1976-77 set an all time record for exports both in terms of quantity and value. Exports
during the year were 242 m. kgs. valued at Rs. 295-3 crores with a unit value of Rs. 12-18 per kg. While the
increase in the quantum was of the order of 31 m. kgs., the increase in value was as much as Rs. 57 crores
as compared to the previous year which has been due to an increase in unit price of export by 91 paise per kg.
Exports were facilitated by the smooth functioning of the ports as well as speedy movement of tea [rom estates
by rail and road. During the year under review, total export earnings from non-traditional items viz., packet
tea, tea bags and instant tea also showed an aggregate increase of Rs. 3 crores over the last year and stocd at
Rs. 230 crores. The overall increase in export earnings was also made possible by an increased quantum of
exports of these items. While the unit price of instant tea increased by Rs. 2:63 per kg., that of packet tea and
tea bags showed a marginal decline of 63 paise and 60 paise per kg. respectively.

As has heen stated earlier, a price boom developed in the tea market in the beginning of 1977, Prices
reached dizzy heights in March and April. Following the increasc in auction prices the retail prices all over
the country also went up. As tea production in India was substantially higher in 1976 therc was statistically
no shortage of tea for domestic consumption after mecting the export demand.

The rise in prices was largely due to international developments as ennumerated earlier. As a result of
these developments the export demand for ‘Indian tea’ had gone up and there was severe competition between
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export and domestic buyers at the auctions, It was, therefore, felt necessary to create a barrier between the
domestic and export markets with a view to protecting the consutners at home. With this end in view and
with a view to mop up the windfall profits, an export duty on bulk tea at the rate of Rs, 5/- per kg. was imposed
with effect from 9.4.77. The rebate of excise duty granted at the point of export was also withdrawn.

During the year under review, the country witnessed another major stride in its efforts to introduce
orderly marketing at the primary level. This was the opening of the country’s sixth Auction Centre at Siliguri
on 29th October, 1976 in order to provide the producers of North Bengal with the facility of bringing more
of their tea under hammer rather than being sold ex-garden under private negotiations. A total quantity of
3-5 m. kgs. was sold at Siliguri during 1976-77 season.

An important development in exports was the resumption of trade with Pakistan from July,
1976. Pakistan has, in fact, turned out to be the fourth biggest tea importer in the world and first in Asia.

. The details regarding production, internal consumption, exports, sales at auctions etc. are given
below ;:—

Production :
1.8. The production of tea in India has been continubﬁsly increasing since 1970 except for a marginal
decline in 1975 due to drought. The year 1976 turned out again to be a record year, All India production

crossed the 500 m. kgs. mark and stood at 512 m. kgs. which was ahead by 24-7 m. kgs. as compared to the
previous year. Production figures for the last three years are given below :

{ Figures in m. kgs.)

1974 1975 1976
North India 389-81 380-58 400-64
South India 9967 . 10656 111-18

TOTAL 48948 48714 511-82

Internal consumption
1.9, During the last few years domestic consumption of tea in the country has been increasing at the
rate of 5 to 6 % a year which has made the country the world’s top ranking tea consumer. About 60% of the

production is now retained in the country for domestic consumption.

The table below indicates the consuinption in India during the last five years : -

Years ' Qty. (M .KGS.)
1971-72 _ 2250
1972-73 : 2370
1973-74 : 2480
1974-75 260-0
1975-76 ‘ 272-0%

*Provisional.
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Exports

1.10. Exports during the financial year 1976-77 turned out to be an all time record both in quantity
and value. Exports during the year reached a massive 242 m.kgs. valued Rs. 295 crores.

The higher export earnings have been not only due to an increase in quantum but also due to an increase

in the unit price to the extent of 91 paise per kg. The comparative position is given bolow :

Pertod o T Q. Value Unit Price
(m. kgs. ) (Rs./Cr.) {(Rs.jkg.)

April ’76 to March'77 242.42 295:26 12:18
April °75 to March *76 - o 211-41 - 238-29 11-27
Increase (+) or Decrease (—) {++)81:01  (4)56:97 () 091

The export performance of tea in the major markets during the year 1976-77 is briefly reviewed in the
following paragraphs :

(a) U.K. and Netherlands

1.11. UK, continued to be the major market for Indian tea and about 36 % of the exports were directed
“to this country. Since 1972 large quantities of teas used to be shipped to Netherlands for eventual re-exports
to U.K., but by now the volume of such transhipment trade has considerably reduced. Exports to U.K. are
estlmated to be 86 m. kgs. in 1976-77 against 61 m. kgs. in 1975-76. The higher exports were largely due to
panic buymg by U.K. blenders in the first quarter of 1977 which was of the order of 29 m, kgs. as against
16 m. kgs. in the corresponding period of the previous year in view of the accumulated shortage resulting
from lower world crop and apprehended future shortages which did not materialise. Besides, apparent
consumption of tea in U.K. staged a recovery to the pre-1973 level and was higher by 13 m. kgs. in 1976
- as compared to 1973, '

(b) Ireland

1.12. Ireland’s total imports of tea are about 12 m. kgs. a year, India’s exports in 1976 77 were 5.4 m,
kgs. which were marginally h:gher than the normal exports of 5 m. kgs.

 (c) US.S.R.

1.13. U.S.5.R is a deficit tea producing country. Exports from India at 396 m. kgs. during 1976.77
show an apparent steep decline of 19 m. kgs. as compared to 1975-76, This decline was due mainly to lower
exports (by 12 m. kgs.) during the three months of January to March, 1977, Export performance
of this country, has however, to be looked at on the calendar year-wise which is the basis for trade plan agree-
ments. In the calendar year 1976, USSR purchased from India 51-4 m, kgs.

(d) Poland

1.14. The purchase by Poland from India during 1971-72 to 1973-74 were of the order of 5 to 6 m, kgs.
Since 1974-75 her purchases have almost doubled and have been at the level of around 9 1o 10 m. kgs. During
the year under review exports to this country declmed by -5 m. kgs from 9-6 m. kgs. in 1975-76 to 8-} m.
kgs. 1976-77,



(e) Others in East Europe

1.15 Exporis to other East European countries were higher by 1.5 m.kgs. during 1976-77.

(f) US.A.

1.16 The strong consumer reaction to the spurt in coffee prices appears to have strenghtened the import
demand for tea in U.S.A. which is the second biggest buyer of tea in the world. Total tea imports by this
country have increased by 8 m.kgs. during 1976. India’s exports to this country used to be of the order of
7 m.kgs. During the year, this figure went up to 12 m.kg. showing an increase of 70%. The substantial increase
in the purchases was partly the result of the threatened strike by the U.S. dock workers for a new wage agree-
ment at the end of September, 1977, leading the U.S. tca importers to resort to stockpiling.

(g) ARE.

1.17 Trade with A.R.E. used to be gov:crned by Bi-lateral Agreement until 1976. Since 1977, the trade
is in convertible currency. A.R.E. is the largest tea importing country in North Africa. Purchases during
the year under review were higher by 4.7 m.kgs. as compared to 11.3 m.kgs. in the previous year.

(h) Sudan

1.18 Sudan, like A.R.E., has switched over to convertible currency from 1977. Exports to this country
were higher by 2.4 m.kgs. during the year. )

(i) Iran
1.19. Iran, like U.8.8.R., is another deficit tea producing country and has a long and popular tradition
of tea drinking. India has-a share of about 40% in this market as connoisseurs appreciate and like Indian

tea. During the year India’s exports to this country increased by 2.4 mkgs. to reach 7.5 m.kgs.
during 1976-77. :

(j) Afghanistan
1.20. Afghanistan is another traditional market which usually takes about 10 m kgs. of tea annually

from India-both black and green. Exports to this country were maintained at the same level during the year
under review. '

(k) Iraq
1.21. Iraq is the second largest tea importing country in Asia after Pakistan. Sri Lanka followed

by India are the major suppliers. India’s exports to this market declined marginally by 0.7 m.kgs. during
the year under review. : '

(1) Pakistan

1.22. With the resumption ‘of the country’s trade with Pakistari from July, ‘1976 a potential large tea
market for India has been -opened up. With a lével of imports at 52 m.kgs. in 1975, Pakistan, has, emerged
as the fourth largest tea importer in the world next to U.K., U.S.A. dand U.S.S.R. and the first in Asia. Sri
Lanka, followed by Kanya and Indonesia are the major sources of supplies. During the year under review,
India exported tea for the first time to this country to the tune of 4.82 m.kgs. : .

(m) Others

1.23. U.A.E., Qatar, Kuwait, Australia and New Zealand were some of the other markets which took
larger quantities of tea from India during 1976-77. In the case of Saudi Arabia exports slightly declined but
in respect of countries like Behrain, Muscat, Jordan etc. exports were maintained at more or less the previous
year’s level.
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Bi-lateral Trade

1.24 Due to substantially higher purchases by U.8.8.R. and Poland, exports under Bi-lateral Trade
Agreement went up as high as 499, during 1975. In 1976, however, such exports were back to normal. Bi-
lateral trade continues to play an important role in India’s international trade in tea and came to 439 in the
year under review.

{ Quantity in million kgs.)

Countries .. 1974 1975 1976
U.S.5.R. — 42.11 _ 36.47 51.42
Other E. Europe* . 7.85 13.49 8.20
Iraq — 3.38 6.71 7.12
ARE.@ — 12.40 11.35 14.63
Sudan @ — 8.36 5.89 7.04
Afghanistan - 11.15 12.94 11.86
Total bi-lateral countries — 85.25 136.85 100.27
Others S 125.33 110.40 133.34
GRAND TOTAL — 210.58 217.25 233,61

Percentage of exports
under bi-lateral countries 40.48 49.18 42.92

*Poland, Czechoslovakia, E. Germany, Hungary Romania and Bulgaria
@ Free convertible currency from 1977.

Packet tea. tea bags and instant tea

1.25. Total export earnings from these items imporved to Rs. 23 crores from Rs. 20 crores in
the previous year.

Exports of packet teas increased by 1.8 m.kgs. in quantity and about Rs. 2 crores in value. The WANA
region continued to be the major market for our packet tea and absorbed about 909, of our exports of packet
tea.

Export earnings from tea bags have nearly doubled to Rs. 106 Lakhs from Rs. 59 lakhs in the previous
year. The quantum of exports increased by 130 thousand kgs. Tea bags were mainly exported to countries
in the WANA region, East Europe and also to few Asian countries.

Instant tea exports reached an all tine record during the year and U.5.A. and U.K. continued to be
the main markets. Export earnings from Instant tea increased by Rs. .59 crores during 1976-77.

Green Tea

Exports of green tea improved during the year by 0.8 m.kgs. in quantity and Rs. 1.31 crores in value,
Afghanistan continued to be the main buyer. Small quantittes were also exported to markets like U.S.A. and
Pakistan. India Is yer 1o explore the potential market for green teas in Japan and Morocco and to a certain
extent in countries like TJ.85.A., Canada, Algeria and Libya.

The following table shows the exports of these items during the last three years :





















































































































































































































































































































































































































































































































































































































