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INTRODUCTION

I, the Chairman of the Public Accounts Committee, as authorised by
the Committee, do present on their behalf this Hundred and Fifteenth
Report (Fourth Lok Sabha) on the Audit Report on the Accounts of
Tea Board (Ministry of Foreign Trade) for the years 1964-65, 1965-66
and 1967-68.

2. The Audit Reports on the Accounts of Tea Board were laid on the
Table of the House on 26th May, 1967, 30th July, 1968 and
respectively. The Committee examined paragraphs relating to the Tea
Board at their sitting held on the 22nd January, 1970 (FN.). The Com-
mittee considered and finalised this Report at their sitting held on the
10th March, 1970 (AN). Minutes of the sitting form Part II* of the
Report.

3. A statement showing the summary of the main conclusions/
recommendations of the Committee is appended to the Report. (Appendix
1V). For facility of reference these have been prinied in thick type in
the body of the Report.

4. The Committee place on record their appreciation of the assistance
rendered to them in the examination of this case by the Comptroller and
Auditor General of India.

5. The Committee would also like to express their thanks to the
officers of the Ministry of Foreign Trade for the cooperation extended by
them in giving information to the Committee.

New DELHI; ATAL BIHAR!I VAJPAYEE,
April 16, 1970 Chairman,
Chaitra 26, 1892(S). Public Accounts Committee.

-~

. ®No printed. (One cyclostyled copy laid on the Tabie of the Hocse and five
copies placed in Perliament Library),
(vh



MINISTRY OF FOREIGN TRADE
(TEA BOARD)

Audit Report on the Acconnts of Tea Board for 1967-68.

The Tea Board is financed mainly by the Central Government from
the proceeds of cess on export of tea levied and collected under section
25(1) of the Tea Act, 1953 and to a limited extent by fees levied and

collected by the Board itself for licences, permits etc. issued by it under
the Act.

The receipts and payments under broad heads Juring 1966-67 and
1967-68 were as follows:—

Receipts

Payments
*(1966-67 1967-68) 1966-67 1967-68
(in lakhs of Rs.) (in lakhs of Rs.)
Opening Balance 9-44  2-25 Administrative
expenses . 3389 3595
Receipt on ac- Tea Promotion
count of cess 200°00 124:53 InIndia . 12:97 1355
Fees on account Less sale proceeds
of licencesetc,  §:04 5-08 of tea and re-
! covery of ad-
Other receipts. 5674 47-76  ministrative fees
from industrial
canteens . 671 8:25
— 626 5°30
Tea Promotion
outside India , 14144 135-28
Less sale pro-
ceeds of tea,
realised by Tea
Centres abroad
ete. . . 2425 28-18
117°19 107°10
Works . 073 .
Development | 87-65 2+48
Grants . 21:70 21°02
Advances ' . 023 0-08
Miscellaneous . 0-06 006
Pension scheme 1-26 2'39
Closing Balance 2:28 524
TOTAL |, 271°22 179°62 ToraL 271°22 17962

( vii )



1
INDIAN TEA IN INTERNATIONAL MARKETS
India ranks as the biggest producer of tea in the world. The following

table shows the production of tea and area under tea in India in relation
{0 some of the other leading tea producing countries:

1958 1961 1965 1966 1967 1968

(Area in hectares and production in tonnes)
Area . 6. 2,524 26 347,657
India Produc- 326,494 332, 345.5 2]
tion , 325,226 354,397 366,374 375,983 378,953 397,582

231,765 237,712 240,508 241,372 242,331 .

Area .
Ceylon Produc-
tion 187,404 206,488 228,236 222,313 220,742 224,803

Areg , 13,510 17,756 24,755 27,339 30077 ..
Kenya Produc-

tion , 11,421 12,641 19,8'33 25,418 22,811 29,762

Major Tea Area ., 716,006 737,179 767,447 776,241
Produqng Produc-
countries tion, 623,831 679,344 726,492 743,696 702,866 733,614

(SOURCE : ““Tes Statistics” 1968 and 1969)
It would beseen that India accounts for namely 50 per cent of the area.

under tea as well as production of tea amongst the major tea producing
countries.

1.2. The following table shows the value of tea exported from India
between 1963 and 1968:

Value

Year (Rs. in crore s)
- 132:37
1964 . . . . . . . . . . . 12490
1965 . . . . . . . . . . . 114°97
1966 | . . . . . . . . . . 137-52
1967 . . . . . . . . . . . 189-04

1968 , . . . . e . . . . 16648

(Sourcs : “Tea Statistics” iid)



z : .

The data above would indicate that devoluation of the rupee arrested the
fall in export earnings that had been taking place since 1963. However,
there has been a backslide in 1968, when the value of tca exports fell by
Rs. 23 crores from the previous year’s level,

1.3. The exports of teda by major destinations are indicated below:

1959 1961

1963 1965 19€6 1667 1¢€8

Y UK.

% U.8.S.R. .

v U.A.R

¥ U.S.A
E. Europe
Other Europe
Canada
Australiz

Other Middle East coun-
tries . . B

. 127,356 123,797

12,038 11,302
11,931 16,080
10,556 9,740

1,606 593
196 365
7,233 6,483

2,875 1,873

210 1,246

(In tonnes)

134,576 110,230 94,267 117,231 95,955
16,788 28,246 16,681 20,650 21,737
16,776 19,523 18,597 16,564 8,748
9,954 8014 7,348 8401 8,339
3,190 2,779 5,160 4,071 3,629,

467 644 622 541 573
5,219 4,957 4,079 3,915 4,201
3,580 4,203 5,994 5409 6,447

812 1,68 1,803 1,509 2,104

Al countries (including

countries above),

212,516 205,066

221,302 2¢9,358 168,229 317,776 169,751

The following conclusions seem to emerge out of the foregoing data:

(i) Over the last decade the quantum of tea exports have fallen,
there having been an almost progressive fall from 1963 on-
wards (except for a spurt in 1967). The result was that in.
1968 India exported about 13,000 tonnes less than in 1959.

(ii)) Exports to countries like UK, US.A., Canada, U.A.R. had,
in 1968, fallen to levels which were well below what they
were in 1959. The fall in exports was of the order of 25 per

cent.

(iii) The fall in exports has been particularly pronounced in respect

of UK.,

which is the

biggest market for Indian tea, taking

over 40 per cent—>50 per cent of the country’s exports. U.K.'s.
off-take of tea in 1968 was 25 per cent less than what it was.

in 1959.
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(iv) Over the last decade, exports to other destinations, like Aus-
tralia, Middle East and U.S.S.R. have, however, icreased,.
though the quantum of exports to these countries has not
been very significant.

1.4, The following table shows the exports made to some of India’s
principal export markets by other major tea-producing countries, i.e.,
Ceylon and East African countries in relation to India;

(Figures in tonnes)

1959 1963 1966 . 1c€7 16€8
(i) UK.
India . . 127,356 134,576 94,297 117,231 95,955:
Ceylon . 62,911 78,931 70,296 83,132 73,696~
East Africa . 23,708 28,685 42,868 42,209 43,848
(i) U.S.A.
India . 10,556 9,554 7-348 b 8401 $,339-
Ceylon . 17,480 19,299 20,211 21,060 17,283
East Africa . 2,104 4,313 5,069 5921 Not
avgilable
(i) U.A.R.
India . 11,931 16,776 18,597 16,564 8,745
Ceylon . . 4759 2,924 1,383 6,310 5:684.
iv) CANADA
India . . 7,233 5,219 4,079 3,915 45201
Geylon . 7:553 8,236 74379 7,641 6,901
East Africa , 1,230 1,918 3,292 3,548 Not
y s avai

(SoURcE : ““Tea Statistics’’ ihid).

It would be apparent that in respect of the foregoing four countries, which
in 1959 accourted for 75 per cent of the exports from India, India was
exporting I 1968 to each of these countries less than what it was export-
ing im 1959. On the other hand Ceylon and East Africa were by and
lacge, exporting more to these couatsies in 1968 than they were in 1959,
India had particularly lost ground to these countries in UK, its pnnmpal
export market

1.5. Apart from a fall in the total volume of exports from India, there
would appear to have been a fall in the unit value of tca also. The fol-
lowing teble shows the average price per Kg. of Indian tea in relation to
Ceoylonese and Eest Africaa tea in London auctions, where the bulk of
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Year North South Ceylon Africa
India India _
Price in Shillings/Pence per kg.)
1955 . . . . . . 9 9/11 1,9 83
1960 . . . . . . 1010 8/10 11,0 7/11
1965 . . . . . . 97 83 9/4 8/1
1966 . . . . . . 97 7/6 . 9/4 7l9
1967 . . . . . . 9§n 7/9 9/7 7/6
1968 ., . . . . , 9o 7/9 9/0 8/x

(SOURCE : ““Tea Statistics” ¢bid)
It would appear that a Kg. of Indian tea sold in U.K. fetched 23 per cent
«(approximately) less in 1968 than it did in 1955 (taking North Indian tea).
<Ceylon is also in this situation, but East African teas have not been
materially affected.

1.6. During evidence, the Committee drew the attention of the repre-
sentatives of the Ministry of Foreign Trade and the Tea Board to the twin
phenomena about tea exports—the fall in the total volume of exports and
the decline in unit value. The Additional Secretary, Ministry of Foreign
‘Trade and the Chairman of the Tea Board explaining the position in this
regard stated that the reduction in the volume of exports had occurred
.due to a number of factors. The strike in the Tea Industry this year had
affected production. A more important factor “has been a somewhat
abnormal rise in internal consumption”. The estimated consump-
tion of tea “has been increasing in recent years at the rate of
4 to 5 per cent per annum while production has been increasing at the
tate of 1.8 to 2.0 per cent per annum. In absolute terms, estimated con-
sumption in India has increased from 82.7 million Kgs. in 1953-54 to
188.5 million Xgs. in 1968-69, thus showing an increase of 105.8 million
Kgs. Total production of tea in India has, on the other hand, increased
from 278.8 million Kgs. in 1953 to 401.5 million Kgs. in 1968, thus
showing an increase of 122.7 million Kgs. Thus, practically the
whole of the additional production during the intervening period
has been absorbed by the growing domestic market.” The Tea
Board had analysed the date regarding exports and found that the fall in
exports was primarily due to a reduction in exports to UK. markets.
*“Quantities of Indian tea sold at London auction have been steadily declin-
ing for the last few years whereas that for African teas is going up over
a decade or s0. From the statement enclosed (appended as Appendix I
to this Report), it will Se seen that taking the average quantities of tea
sold for 1953 to 1955 as base, the index of quantity sold has declined from
100 to 80 and 40, in the case of North Indian and South Indian teas res-
‘pectively, whereas that for African teag has gone up from 100 to 448.
The gradual switchover of Indian. teas from London auctions to Indian
auctions is a corollary to the gradual growth of Calcutta and Cochin
auctions where the quantities sold have increased from 131.09 m. Kg. and
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14.6 m. Kg. in 1953-55 to 170.55 m. Kg. and 64.47 m. Kg. in 1969 for
Caleutta and Cochin respectively. The main reasor for this shift has been.
the rapid growth in domestic consumption in India from 87 m. Kgs. in
1953-55 10 188 m. Kg. in 1968 which afforc>d opportunity to producers.
to dispose of increasing quantities of their teas at Calcutia and Cochin
auctions at remunerative prices. The proportion of Indian tea consumed.
or retained in the domestic market increased from 29.59 per cent in 1953-
55 to 47,35 per cent in 1968-69. In recent years due to steady increase in.
domestic demand on the one hand, and excess of supply over demand and.
consequent decline in prices in the international market on thc other,
prices at Calcutta and Cochin have tended to be more remunerative than
at London which with the additional advantage of quick realisation of sale
proceeds in the case of sales at Indian auctions have prompted producers
to divert more and more of their teas to auctions in India and sending only
teas of good quality and special characteristic which are specially in demand.
in UK. and not so much sought after in India to London auctions.”

1.7. As regards the fall in unit values of tea exports from India, it
wac stated that this was due to the fact that “there has been a greater
supply of tea in the world market than was probably justified by demand.”
A survey by FAO had indicated that the world production of tea was going
up at the rate of 3 per cent a year, but the world consumption by only
1 per cent. “This tendency is likely to continue indefinitely, in any case
upto 1975.” The declining tendency in prices had become a matter of’
serious concern to all Tea Producing countries and ways and means for
arresting this tendency were discussed at several international meetings.
organised under the auspices of the F-A.O. “The Third Ad hoc Consul-
tation on Tea was held in Kampala (Uganda) during 6th to 14th January,
1969. The Conference was attended by delegates and observers from both
producing and importing countries as well as some international organisa-
tions. The problems concerning the tea industry of the world in general

were discussed in this conference The:
Conference recommended the establishment of a Working Party for the
stabilisation of tea prices.................... The first meeting of the

Working Party was held at Rome from the 5th to 16th May, 1969. One-
important feature of the meeting at Rome was that the producing countries
like India, Ceylon, Indonesia, Japan, Kenya, Malawi and Mauritius showed
their willingness to join a scheme for international regulation of exports
if a satisfactory agreement were arrived at. These countries together
covered nearly 87 per cent of the total world export of tea. The draft
of an Internationa] Tea Regulation Scheme preparsd by the F.A.O.
Secretariat was discussed at the meeting and a number of amendments
were suggested by delegates from different countries. In general, the
climate appeared to be favourable for an international agreement. Appre-
hending, however, that finalisation of a formal international Agreement
would take some time and realising that it was necessary in the meantime-
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itq take some immediate interim action, the exporting countries decided

to meet again in Mauritius to discuss the possibilities of some kind of
immediate action to regulate exports.

1.8. The meeting at Mauritius was held during 23rd July to 4th
August, 1969 and succeeded in formulating a plan to remove 90 million
1bs, of black tea from the international market in 1970. Representatives
from the producing countries came to an agneement on three important
_points which are as follows:

(a) The reduction by all producing countries of the total volume
of exports by 90 million Ibs. effective from 1970.

(b) Agreement on the distribution of the total volume of exports
among all producing countries.

(¢) To go beyond 1970 and keep exports in step with demand.

It was also agreed that steps should be taken to intensify promotional
compaigne in different consuming countries. In particular, it was decided
that generic promotion in UK. should be continued with a total annual
budget of about £500,000 and Indonesia, Congo, Mauritius, Argentina
and Rwanda which have not so long been contributing to the expenses for
-gencric promotion in UK. also agreed to do so in futurc.”

“It was also agreed at the Mauritius meeting that in case a continuing
‘body as recommended by the Third Ad hoc Consultation is not set up by
the F.A.O. or cannot meet sufficiently early, another meeting of exporting
-countries should be held before the end of October, 1969........ The
Commiittce on Commodity Problems of the F.A.O. has accepted the re-
-commendation 5f the Third 4d hoc Consultation for establishing a continu-
ing tca consultation.” The Additional Secretary, Ministry of Foreign
Trade further stated during evidence: “We are the largest producers, and
next to us comes Ceylon. We have also had mutual discussions between
India and Ceylon and it is our view that we should present a common uni-
ted front in regard to this problem. So, there have been talks between
India and Ceylon also in this respect. And what is proposed for 1970
is a joint quota between India and Ceylon. The ides is that if we are not
able to take best advantage of the quota, at least Ceylon can. And between
two of us, we agreed to an export quota of 928 million Ibs. We hope
that by this process of restricting the availability of tea in the world
market, it may be possible to secure a higher unit value for our tea....
The last round of talks on the subject took place in November. There
was broad agreement that a joint consortium could be set up. One of the
decisions taken for immediate implementation is that a joint survey may
‘be undertaken in countries where there is no consumption of packeted
"tea and we can explore the possibilities of selling packeted tea to them.”
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1.9. The Committee pointed out that while India had lost ground, other
countries, notably Kenya, had been able to fortify their position in markets
like UK., US.A. etc. They enquired whether the quality of Indian tea
is comparable with tea from India’s competitors. The Chairman, Tea
Board stated: “Our quality ds very good and probably better than that of
any other country in the world. But unfortunately our seasons are such
that the best quality tea is produced in a very short period of the year
when we producz about 25 per cent of our tea in only two  months.
For the rest of the year our quality cannot be very good because of heavy
rains. ..... So far as Kenya and Uganda particularly are concerned, they
have very good conditions for growing tea and the World Bank and other
international bodies have advanced a great deal of money to them for the
establishment of factories. These factories are in the Government sector
in Kenya and these factories buy leaf from the small growers and this
good quality tea is coming in a very large quantity—larger and larger
quantity with the help of international bodies and that tea is coming into
general market which is in direct competition which we sell in UK.”

“Kenya tea is, perhaps, only tea in the world which can stand compe-
tition. It és as good as Assam tea....Assam, second flush is the best
tea so far as UK. is concerned. This is 25 per cent of the production
and grows in May and June. Rest of the time such a good quality tea
is not produced. In Kenya it is produced throughout the year as it rains
throughout the year.” The Additional Secretary, Ministry of Foreign
Trade further stated that in Kenya, “the tea industry is comparatively in
its infancy. The quality of the bushes is of the highest order and their
acreage has now been increasing in the last ten or twelve years and their
production is also steadily mounting up. They have also the advantage
of being in a position to offer tea round the year unlike the Assam tea
which is available for only two months...... with their traditional con-
nection with the UK. interests, it is but natural that they are taking ad-
vantage of whatever increase is there in exports. In Ceylon, they are pre-
pared to export what ever they produce and the pressure of the internal
market is not so severc as in India.” The capacity of Kenya to produce
good quality tea placed India at a disadvantageous position. Elaborating
this point, the Chairman, Tea Board informed the Committee: “We have
been receiving regular reports from the buyers practically from all parts
of the world....They say that Kenyan tea quality is slightly lower than
Assam tea but if they want to have Assam tea they have to stock for the
whole wear and theraby the cost goes high, whereas from Kenya they can
get somewhat same quality of tea in the quantity required from them
from time to time throughout the year. They find that it is better to con-
centrate on Kenya tea instead of Indian tea.” The witness further stat-
ted: “Another point is that Keaya has no heme market practically. They
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produce good quality tea and whatever may be the quantum of tea that is
produced is exported by them.” ‘ ’

1.10. In a note submitted to the Committee, the implications of a
growing market in India for its competitive position vis-g-vis East African
countries have been explained in the following terms: “Production in
East African countries has been steadily increasing with corresponding
increase in their offerings at London auctions. These countries began to
meet iucreasingly the demand for filler teas and gradually replaced Indian
teas which could be had at higher prices because of the support given to
these by the growing domestic consumption in India which has been grow-
ing at a rate higher than the rate at which production has been growing.
Thus, medium or ordinary teas produced in India came to be increasingly
offered at auctions in Calcutta and Cochin for home consumption and
were also getting better prices than the prices they could obtain at London
where the price trend started declining because of the inflow of larger
quantities of cheaper teas from other sources. Producers of quality teas,
however, continued to send their quality teas which are suitable for UK.
to the London market and received good prices for them. The decline in
the price trend at London provided another reason for switchover from
London to Calcutta/Cochin. African countries on the other hand, conti-
nued to send larger quantities for London auctions where prices were
more remunerative than at Nairobi. The situation so far as Indian tea
is concerned came to a climax in the year 1969. The quantities despatch-
ed for London auction in 1969 was only 40.84 m. kg. against 77.65 m.
kg. in 1968. Due to devaluation of Sterling in November, 1967, London
prices in Sterling which had declined to some extent in 1968 became
very unattractive in terms of rupees. This led Indian producers who
generally sold their teas through London auctions to change not only
their marketing policy but also their production policy so that they produce
more teas suitable for the domestic market and less teas suitable for the

London market with consequent sharp decline in shipments for London
auctions.”

1.11. The Committee enquired why increase in consumption in the
domestic market should interfere with the export effort. The Additional
Secretary, Ministry of Foreign Trade replied: “We have consumed much
more tea at a greater rate than what has been the experience in previous
years and our exports have been down, as pointed out by my colleague,
by 25 million pounds during the first six months of 1969-70. If we do
not take corrective steps to arrest this trend, from the national point of
view this is likely to result in a serious drop in our foreign exchange
earning from tea both on account of the fall in volume and on account of
the fall in the unit value to which T had referred earlier. So, our objective



9

now is to see that exports are restored to the level of 1968 and increased
to a considerable level but within the overall quota which has been fixed
for India and Ceylon. The second objective is to see that the more
expensive teas are exported so that what we get by way of export realisa~
tion from what we are going to export would be a higher value than at
present. These are our two objectives.”” He added: “Now, the demand
from the Indian consumer is for the high quality tea. That is what I have
been mentioning that it is acting as a deterrent to the export of better
quality tea. In fact, the Indian buyer is prepared to pay something more
for the producer in the Calcutta auction than what the producer gets at
the London auction. That was the experience in 1969.” In reply to a
question whether it was not because of the export duty that exports were
affected, the witness told the Committee: “That is one factor.,” He
turther said that the production of best quality tea, like Darjeeling tea “is
very limited.......... The type of quality tea which is available ir
Darjeeling can be produced only at that particular altitude. The area, as
you may be aware, in Darjecling available for tea cultivation is some-
what limited and we are taking the best advamtage of the available area.
It has not been possible to locate additional areas for tea cultivation.
Anything that is produced at the lower altitudes between 3000 and 4000
ft. is not of the same quality.” The foreign buyer was prepared to pay
for this tea “a handsome price of Rs. 50 to Rs. 60 a Kilo at times.” The
Indian buyer would not be able to pay this price. ‘There will be”, he
added, “price resistance in which case the Dasjeeling tea industry will
collapse.” The Committee pointed out that the coantry had to export no
doubt, it had also to produce enough for export and for internal consump-
tion. The witness stated: “We are trying to see that some inducements
are available to the tea gardens to produce the type of tea acceptable in
the Indian market.” In a note on this point, it has been further stated:
*“The remedy to the situation lies in increasing our production so that the
total quantity of tea produced may fully mest the growing domestic
demand and yet leave sufficient and increasing quantities of tea for export
to foreign markets at competitive prices. Apart from increasing produc-
tion, it is also necessary to maintain, if not improve. the quality of teas
produced so that corresponding to a larger availability of tea for export.
the unit value of exports may not go down. Assistance is being rendered
to the industry in this regard through various schemes run by the Tea
Board, e.g., the Plantation Fimance Scheme, the scheme for Hire Purchase
of machinery and irrigation treatment, Re-planting Subsidy Scheme etc.”

1.12, Taking note of the fact that countries like Kenya had certain
advantages over India in the export market the Committee asked what
was being done to remedy the situation in the countrv’s favour. The
Additional Secretary, Ministry of Foreign Trade stated that “ome reason
which induced India into joining the negotiations for an International Tea
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Agreement is precisely .40 try to contain countries like Kenya and others
from expanding much more than we have been able to secuse in the
London market,” The Committee enquired whether it was not over-
optimistic to hope that such an agreement would work. In this connec-
tion, they drew atiention to the fate of the previous international agree-
ments on some commodities which had proved unworkable. Explaining
the position, the Additional Secretary, Ministry of Foreign Trade said:
“We have the choice of fighting a Jone battle in the world market without
coming to any agreement with the other producing couatries. In fact, in
the last meeting which we had in Rome, we found that there are a number
of countries which are not interested in an international agreement. They
want to push us down......... . We are quite serious about bring.
ing all the producing countries within the ambit- of an international
agreement. Th2 only way in which we can probably contain Kenya is by
persuading Kenya al-o to fall in line and to subscribe to this. Even in
Rome, they were litile rostive about it.  We are trying to get the coopera-
tion of other producing countries as well as certain other consuming
countries to influence a decision on this point to see that the terms of this
agreement are made equally binding on all countries, including Kenya.”

~ 1.(3, The Committee arc deeply concerned to observe that Indian tea
has been progressively losing ~round in most of the world markets. The
country js.the leading produce: of tea in the world and, next to jute, tea
bas been the biggest foreign cxchange earner. However, over the years,
the volume as well as the unit value of tea exports have been rapidly
coming down. How alarminz the position is would be evident from the
statistics given in this section of the Report. In 1968. India exported less
quantity than in 1959 In four of her principal markets—U.K., US.A,,
Canada apd U.A.R.—which, between them, absorbed 75 per cent of
India’s tea exports in 1959, exports had fallen by 25 per cent in 1968,
The fall in ¢xvorts te YK, was particularly steep: in 1968, this conntry,

Wwhich has been the Movest simle morket for Indian tea, imported from
Indiz shant a third o thon ip 1950, .

1.14. The {a¥ in mit value of Tndian tea in Overseas markets has also
been verv (’:i‘&«;,’;«"r'rﬁ”‘v.'. To%ie the tea sold in London auqﬁnﬁ,n!one,
a kg, of North indian teq fetched 23 peor et (approvimately) less in 1968
than it did m 1955, The fall in unit value of South Indian tea, thoegh not
quite so sharp, was nonetheless also equally severe (about 22 per cenf). .

1.15. The Committee observe that the ground lost by Tndia has been
captured. by its competitors, notably Ceylon and Fast Africa. Ceylon,
ﬂaonghj it was alse affected by the phenomenon of falling unit values, wes
exportiug more tea in 1968 than in 1959. So was Kenyn, wilch manaped
@ get substantially the samie vHice for #s tea In 1968 29 In 19SS,
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1.16. The Committee recognise that the set-back to tes exports has
arisen from a world-wide glut. While world consumpfion of tea as been
rising at the rate of 1 per cent per annum, world production has been
increasing by 3 per cent. 'This situation no doubt indicates that it would
be to the advantage of the producer coumtries to take concerted steps to
Hmit supplies to the world market. However, desirable such a conr:t
migh¢ be the following considerations suggest that an agreement would by
no mesns be easy to secure.

() The tea industry in some of the competing countries from East
Africa is in its infancy and these countries may not, therefore,
be willing to forsake the inhevent advantages that this gives
them .vis-a-vis their competitors, During evidence, the
representative of Ministry of Foreign Trade admitted that “a
number of countries were not inferested in an international
agreement” during the discussions held for this purpose in
Rome,

(i) Some of India’s competitors do not have the advantage of
having a large home market and would, therefore, inevitably
look for expanding export markets under the compulsions
arising from increasing production. This would mean their
demanding a larger share increasingly.

(ili) An agreement which w#s previously in existence foundered in
1955 due to non-signatory countries increasing their acreage
and export.

1,17. The Committee would, thercfore, like to caution Government
agaiust expecting any salvation from ap apreement of the type now under
contemplation. In any case, Government will have to ensure that it does
not result in our giving away more concessions than we get. In the
vitimate analysis, Indian tea would have fo hold its position in infer-
national markets on the strencth of its quality, consimer appeal and
marketing efficiency, Later in this Report, the Committee have made
certain suggestions in regard to the lines on which export promotion would
bave to take place.

1.18. The Committee are also not in favour of the internsl market
being drastically starved of quality teas which are in demand. They appre-
cinte that export of quality teas must have priority, but with the world market
lltnaﬂonm"lsmwnndﬂ:cmntry’steapmdncﬂpnllsohmdng,i
would not be judicious for Government entirely to disregard fhe clalms of
mmmummm
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TEA PROMOTION

2.1. The Plantation Inquiry Commission pointed out in 1956 that
there is a concentration of buying power in 8 limited number of firms, A
study of the primary marketing of tea conducted for the F.A.O. by GATT
disclosed that there had been no reversal of this trend : in fact, a minimum
of 75 per cent of the tea bought in London auctions was bought for four
buyers. In the course of evidence, the Committee enquired whether
London auctions were really in the interest of Indian tea. The Chairman,
Tea Board stated : “London is the biggest consumer of tea in the world.
Both India and Ceylon have found ‘that sending tea to the London auction:
is of advantage.” In a note, on this point submitted to the Committee, the

Ministry of Foreign Trade, have explained the position in this regard as
follows:

“In the year 1954 a Committee was set up by the Government ot
India to study the auction system of Indian teas at different centres.
This Committee recommended that Calcutta and Cochin should be the
main centres for auction of Indian teas. A point for consideration in
this connection is that once a tea is sent for London auctions the producer
is completely at the mercy of the buyers there and it is not economically
feasible to bring the teas back for safe through Calcutta/Cochin even i
the prices offered at London are very unremunerative. The Committee
recommended a gradual reduction in the proportion of Indian teas.
through London auction to 20 per cent so that our export trade may not
be seriously upset by a sudden reduction in the supplies for London
auctions. Although Government accepted the recommendation in princi-
ple, restriction on shipments for London auction was imposed only for
1955-56 and 1956-57 but was lifted following the Suez crisis in 1956.
However, the proportion of teas sold through London has been coming
down by its own momentum due to rcasons mentioned earlier thereby
making it unnecessary for Government to re-impose such restrictions. The
preportion of the crop sent for sale through London auctions including
forward contracts and direct sales to UK. was only about 20 per cent of
the total crop for 1968 and may have come down to less than 15 per cent
for 1969 when direct shipments upto date are lower than for 1968 crop
by about 29 m. kg. Any further precipitous withdrawal, it is felt, would
not be in the interest of our exports. Ceylon, it may be relevant to

mention, after experimenting with restrictions on teas sold in London has
had to revise its policy.”

12
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2.2. The Baroogh Committee which had examined the foregoing
issue expressed the following views on the subject:

“There is no doubt that the increased volume of teas offered at the
London auctions has made it ‘possible for the Bmtish buyers to obtain
ttheir requirements much more easily and readily at home and they are less
dependent on the auction centres in the producing countries. - Purchasing
at the primary producing centres involves an imterval of 3 to 4 months
before the buyers can recoup themselves by retailing the tea. On the
other hand, the buyers at the London auctions were until recently
allowed a prompt period of 90 days in which to pay, with provision for
a discount of 5§ per cent ‘per annum for payment before the prompt date.
As against the, average prompt periqqd, at Calcutta, Cochin, Colombo and
Nairobi of 15 days, the prompt period of London is now 42 days with
provision for a discount of 1 per cent above the prevailing U.K. market
rate for prompt payment. In these days of high interest rates, it is cheaper
for the British buyers to buy tea at the London auctions than from the
producing countries. In fact, Ceylon and African producers, faced with
increased availability of tea for sale during 1961—6S5, had to use the
London auctions as the major marketing channel for the disposal of the
-extra volume so as to avoid any depression of prices at their local auc-
tions, which do not have the support of a sizeable internal consumption.”

2.3. The Committee enquired to what extent Indian tea exported to
UK. was generally re-exported by that country. The Chairman, Tea
Board stated that “ordinarily only 5,000 to 6.000 tonnes
exported. Most of the importers of Indian tea get it directly from India
either from Calcutta or Cochin. The Indian tea sold in London auction
is practically for consumption in UK.” A statement showing the quan-
tum of re-exports of Indian tea from UK. is at Appendix II to this
Report. It would be observed therefrom that between 1966 and 1968
the re-exports ranged from 4,631 tonnes to 6,469 tonnes and were made
to countries in West Europe and U.S.A. During evidence, the Additional
‘Secretary, Ministry of Foreign Trade stated that it was precisely to meet
this situation that a promotional unit was set up at Brussels,

2.4, The following table shows the imports for consumption made
by UK.

(Figures in tonnes)

1959 227,481
196x 240,154
1962 231,128
1963 . 230,162
1964 . . . . . . . . . . . 233,741
1965 e e e e . 222,758
1986 . . . . . . . . . . . 222,432
1967 . . . . . . . . . .

230,176
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It would be seen that compared to 1961, consumption has come down,
though in 1967, there was an increase in the level of consumption. The
Barooah Committee pointed out that “there are indications available that
the decline in per capita consumption of tea in UK. is being arrested. .. .,
but the share of Indian tea has not gone up.” The Committee drew the-
attention of the witness to these observations.  In reply, it was stated: -
“The present thinking in regard to promotional campaign in UK. is more-
in favour of generic promotion and not to give so much importance to-
uni-national campaign. The U.K. trade was not initially willing to com-
tribute a substantial share for undertaking promotional measures in the-
United Kingdom and the UK. Government representative has now agreed-
to try to persuade the U.K. trade to provide a greater share for generic
promotion. We hope the results would be forthcoming and we would
be able to undertake genetic promotion in a bigger way............ We
have succeeded to a limited extent: [ understand that predominantly
Indian tea is becoming a little popular; we hope we shall be able to follow

it up.”

2.5. The Committee pointed out that other markets for Indian tea
were available (e.g., US.S.R., East European countries). They asked
what steps were being taken to develop alternative markets and expand
exports to emerging markets. The Additional Secretary, Ministry of
Foreign Trade replied: “On the promotional side, we havc really tried to
make a headway in some of the new countries—FEast Furopean countries.
We have made a substantial dent into it. In the neighbouring countries
of Iran and Iraq, we are introducing substantial component by the bila-
teral agreement. And ............ even in  Australia, we have really
made an impact.”

2.6. The Committec enquired whcther any overscas market survevs
had been conducted by the Tea Board. In a note, it has been stated: “No
market surveys in foreign countries have so far been undertaken by the
Tea Board. A number of Delegations and Study Teams have, however,
visitté a number of foreign countries in recent years und suitable action
in accordance with their recomamendations  have been taken. We now
propose to undertake market surveys in different consuming countries and
_initi:dly it is proposed to take up Malaysia and Saudi Arabia. A proposal
in this regard is awaiting Government’s approval.”

2..7. In the Committec’s opinion, London auctions bave not proved a
blessing for Indian tea. A study by F.A.O. revealed that 75 per cent of
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the tea bought tn London auctions were for four buyers. This monopoly
on the buyers side has further weakened our posiiorn in  what has
essentially been u buyers market. The Committee recogn.se that it may not’
be practical for the country to withdraw from these auctions: on the other
hand, with other exporting countries being obliged to sell in these auctions,
our withdrawal would harm our interests, Nevertheless an early solution-
for this unsatisfactory situation will have to be found, »

2.8. The Committce feel that, while an agreement with other countries
to Hmit sales at London auctions might, in the foregoing circumstances,
seen imdicated, the long-term solution for this problem lies in diversifying
the market for Indian tea. Tea consumption in UK. seems to.have been
more or less steady over the years. In any case, as pointed out by the
Barooah Committee, India has not been able to take advantage of any
recent incresse in consumption in that country that has occurred due to
tea promotion campaigns. Besides, U. K, itself is re-exporting Indian tea
to other countries, spparently after bleading. This situation underlines
the need for our seeking new markets and developing promising markets
for exports. The Barooah Committee have drawn attention to the possibi-
litles of augmenting exporis to countries like Australia, U.S.S.R., Morocco
and fo developing countries. These shoald be further explored.

2.9. The Committee are in this context surprised to learn that the Tea
Board has not carried out any market surveys. A proposal in this regard
is now stated to be under consideration. The Committee would Tike an
early decision to be taken thercon. The Committee need hardly add that
such market surveys should be conducted by competnet and experienced
personnel and should be undertaken in association with Trade, which
would have a stake in its resufts.

2.10. Reference has been made earlier in the Report to the fact that
it is the quality tea produced in India which is in demand in the export
market. The Committee asked for data about the acreage and production
of quality tea. Government have stated in a .aote that “there is no hard
and fast definition of quality tea. Certain specified areas are generally
believed to produce quality teas, but all teas produced in these 2reas are
not recessarily quality teas. The main quality producing areas in India
are Darjeeling Hills, Lakhimpur, Sibsagar and Darrang districts of Assam
valley and Coonoor and Ootacamund taluks of Niligiri districts and Devi-
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kulam taluk of Kottayam district.” The acreage and production of tea
in these areas were as under:

Ag—

Units Area (hect.) Production (th. kg )
1966 1967 1968 1966 1967 1968

¥, Darjeeling Hills . 17,209 1,7308 17,405 8,119 9475 8,011
2. Lakhimpur . §3,607 54,524 55,324 74,432 75094 79,856
3. (exclud-

ing Mongoldai) 20,702 21,004 21,255 24,403 23,844 25,354
4. Sibsagar | | 49,284 49,821 50,622 49,284 48,096 51,151
5.202::10&& . ().ou'- 16,740 16,811 16,822 23,577 22,165 27,661

6, Devikulam taluk 11,707 11,249 11,051 11,472 11,072 11,496

TotAL . 162,249 170,737 172,679 191,287 189,746 203,529

About the steps taken to encourage producnon of quality tea, it has been
stated in the note that:

“(i) constant research is being carried on to develop better-yield-
ing varieties of tea. Constant research is being carried out in
bringing out improved variety of tea seed and tea clones known
to be good yielders as well as possessing good quality. T.R.A.
and U.P.AS.I. have as a result of numerous experiments
released a number of improved clones and seeds;

(ii) the Board has introduced a scheme for the award of trophies
to tea gardens obtaining the highest yields per hectare and
highest average prices for their teas, in different regions as
also on all all-India basis;

(iii) the Board is giving encouragement to the industry for planting
out sections with high yielding variety and with quality clones.
Therefore, a subsidy scheme has been introduced and one of
the conditions of grant of subsidy is that approved planting
materials recommended by the two Tea Research Stations on
the basis of yield and quality are to be used. For Darjeeling
gardens, replacements have been allowed under the Scheme.
Therefore, it s reasonable to presume that when areas are
planted up from high yielding and good quality material, the
overall production of such quality tea will increase.”

2.11. The Committee pointed out that the economic life of a tea bush
is about 40 years and that according to the findings of scientists of Tocklai
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Research Station, quality as well as production are affected by the age
group of tea bushes. In fact, yield trends start declining after about 25
years from planting. At Darjeeling, according to the data given in the
Barooah Committee Report, 51.1 per cent of the area carries bushes over
.50 years old and another 33.4 per cent consists of the 21—50 age-group.
The production at Darjeeling had fallen from 10,021 tonnes in 1964 to
8,716 tonnes in 1966. The Additional Secretary, Ministry of Foreign
“Trade stated: “At present the replantation subsidy is available to bushes
which are over 50 years. The industry has been pressing that this is
uarealistic and we should bring down the limit to 21 yzars. We have now
daken up this matter with the Ministry of Finance and it is now under
consideration. If that is accepted, it will accelerate the tempo of replanta-
mn.li

2.12. At a seminar on Tea organised in June, 1967 under the auspices
of the Indian Institute of Foreign Trade, the following views were expressed
in regard to the need for product diversification in the interests of pro-
moting exports:

“In order to maintain competitiveness bath with regard to other tea
producers and also with regard to other beverages, it is essen-
tial for Indian tea producers to give thought to ana involve
themselves in the final product in its various forms to suit the
changing tastes of the consumer.”

“The bulk of our exports of tea consists of raw material, as it
were, which is being processed abroad and sold as finished
products in the consuming countries........ We arc not
earning part of the foreign exchange which would accrue to
us if the blending and packing of tea were to be done in the
country itself as much as possible.”

“Our efforts to increase the exports of blended teas may not be
viable in the case of traditional markets like the UK., who
bave their own highly developed blending and packing organi-
sations. ............. Despite these difficulties, the Seminar
underlined the necessity to increase progressively the export
of blended and packaged tea. While discussing about the
problems of packaged tea, it was felt that in view of the high
cost of the conventional tea chests, investigations should be
made by Tea Board, in consultation with Tea Research Sta-
tion at Tocklai, into alternative forms of packaging, e.g.,
polythene bag, cotton careton or laminated hessian etc. .. ...
exports to Middle Fastern countries, particularly Sudan,

Jordan and Kuwait, indicate the growing demand for package
teas,”
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“ .consumption of tea- bags has been' rapidly gomg -tpr it

many countries and this may be an opportune monient for o#d
to commence th¢ manufacture of tea bags and their exports.:
In this connection, it was pointed out that even in conservutive*
England, tea-bag sales have been rising at thc rate of more
than 50 per cent per annum, The advantages mentioned mx
the case of blended tea exports above, will apply to- the ex-j
ports of tca bags as well. Furthermore, tea-bags are made-
up mainly of dust grades which at present go almost exchu-
sively to the intcrnal market in India and would thus be"

diverted to help increase export earnings.’

2.13. The Committec enquired during evidence what efforts were being*
made to cater to changing tastes in international tea markets. The Addi-
tional Secretary, Ministry of Foreign Trade stated: “This is constantly
under our examination. Our foreign offices are feedmg us with mforma-
tion with regard to changes in consumer preferences.”

2.14. It seems to the Committee that if export eamings from tea are
to be sustained, if not increased, a number of measures gre called for.

2.15. The first and primary need is to encourage the production of
quality tea, as our cheap ‘filler’ teas have been virtually priced out of inter-
pational markets. The Barooah Committee have pointed out that Kenya
has improved her quality to the extent that some of her teas are fetching
better prices than Assam teas. The Tea Board has a replanting scheme
for replacement of depleted over-aged bushes. This will have to be
imaginatively executed. Special consideration in this connection will have
to be given to the requirements of the industry in Darjeeling, which is a
quality area, Over 50 per cent of the bushes here are over-aged and pro-
duction has been progressively going down. This should be quickly
arrested, by accelerated rate of replantation.

2.16. Secondly, it will be necessary to undertake substantial product
diversification. Consumer preferences in some of the sophisticated
markets have undergone a change with the increasing popularity of tea
bags, instant tea and tea mixes in preference to comventional tea. It is
essential that the industry applies its mind to this phenomenon and pro-
duces various new forms of tea. This is a matter that calls for research
support and the Committee get the impression that a serions begimuing
is vet to be made, An .advantage that would accrue to the country hv
undertaking- the marketine of these products is tha¢ these will involve the
use of cheaper teas. which are at present consumed indigenously, Their
diversion for the manufacture of these products should help to increase
export earnings,
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2.17. Thirdly, the bulk of our tea exports comstitate raw material
which is processed and blended abroad. This means that we are forgoing
the foreign exchange earnings which would accrue i blending apd packing
of tea were to he done here to the maximum extent possible. The export
of blended and packaged tea should, therefore, be progressively angmented,
particularly to developing markets, where the possibility of competition -
from organised retail market does not exist to the same extent as in the
more sophisticated markets.

2.18. Tea promotion falls under two headings, viz., generic promotion
and uninational promotion. Generic promotion is aimed at stepping up
the over-all consumption of tea as such. This activity és done through
Tea Councils in association with other producing countries and the locai
Tea Trade. Uninational promotion is aimed at promoting consumption of
Indian tea and is carried out through five Tea Board offices abroad (at
UK., UAR, Belgium, Australia and U.S.A.) as well as with the help of
Trade Section of Indian Missions, the Director of Exhibitions and the
Indian Council of Trade Fairs and Exhibitions.

2.19. The Committee asked for data about expenditure incurred on tea
promotion outside India. This has been furnished as under:

1964-65  1965-66  1966-67  1967-68  1968-69

(Rs. in lakhs)

Generic . R . . 1486 4077 5908 62-68 58-04
Uninational R . . $1-08 44-10 5814 44-42 54-80
ToTAL . . . 65:94 84-87 117°19 10710 112-84

The break-up of expenditure on uninational promotion has been indicated
to the Committee as under:

1964-65  196%-66  1966-67 1967-68  1968-69
Rs. Rs. Rs. Rs. Rs.

Fxpcnd:turc on salaries of staff 6,10.800 7,30,300 6.76,000 10,98,300 11,23,200

Media-advertising . . LOTSTT 478,215 430,50 584,544 9,09,575
Dircct consumer publicity | 22,12,93% 15,871,728 18.67,026 19,34,912 14.c6,241
Merchandising and point-of-

sale material | . . .. .. 78,584  3.79,288 80,305*
Market rosearch . . .. .. .. .. Cees
Others . . . . 21,76,40T 16.19,8¢7 24.60,880  4,44.556 19,61,079

51,07,800 44.10,100 $8,13.900 44.41,600 54,80,400

*Iacludes cost of publication materials.
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2.20. During the course of evidence, the Committee enquired what the
wiews of Government were on the recommendation of the Barooah Com-
mittee that 2 per cent of export earnings should be carmarked for tea pro-
motion campaigns. The Additional Secretary, Ministry of Foreign Trade
replied: “We are examining this recommendation whether it would be
necessary to appropriate a specific percentage. Sometimes it may be ade-
-quate; sometimes it may be not. But promotional aTtivities which are
justifiably necessary are not starved of funds.”

2.21. The Barooah Committee, which reviewed the progress made on
-generic campaigns, made the following observations:

“The generic campaign in the Federal Republic of Germay has been
.capita and total consumption of tea in the country concerned. The cam-
paigns have usually been so designed as to help to increase the overall mar-
ket for tea but not necessarily the market for teas from producing countries
‘who are members of the Councils. An obvious corollary to this is that

where feasible, generic promotion should be followed by our uninational
promotion.”

“An indirect benefit resulting from promotion undertaken jointly with
the trade is that it helps us in establishing valuable contacts with the trade.
‘We find that the per capita consumption of tea in the U.S.A. has shown a

significant increase, though India’s share in the market has steadily gone
down.”

“The generic campaign in the Federal Republic of Germany has been
effective both in regard to per capita consumption of tea and also increas-
ing India’s exports. Although only recently started, the campaign in
France is also having some impact though the total base of the market
there is very small. The biggest joint promotion campaign was launched
in the United Kingdom in 1965. There are indications available that the
decline in per capita consumption of tea in the UK. is being arrested. To
this extent, the campaign has been successful but the share of Indian tea
has not gone up. In the long term this campaign will be useful because

if this biggest market for tea were to contract, every one would be adversely
affected.”

“The generic promotion campaign in Australia has so far not made any
significant impact and the one in New Zealand is too recent to be judged.
The generic promotion in Canada does not satisfy the criteria of success
mentioned above excepting in terms of contracts with the trade. They
have recently got additional funds and are starting a new programme of
promotion which should make the campaign more effective.”
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“We suggest that independent surveys should be conducwd ]omtly with
other producing countries and with the help of the trade in these markets.
to assess the effectiveness of generic promotion and whether the presemt
structure of the Councils is the one best suited for the purpose. We do
consider that in markets where consumption is high or potentially high and
the teas are marketed in proprietary blends and the distribution trade is
highly organised, we should carry out generic promotion to expand the
market in addition to uninational promotion suited to the requirements of
the individual markets.”

“The only producing countries who have undertaken tea promotion in-
recent years to any significant extent have been India and Ceylon. Indo-
nesia earlier contributed to the Tea Councils, and some East African coun-
tnies have made comparatively small contributions to a few Tea Councils-
in recent years.”

2.22. The Committee asked for details of outlay over the last three
years cnding 1968-69 on the overseas Tea Board Offices. The data fur-
nished on this point is reproduced below:

1066-67 1967-68  1968-69

Rs. Rs. Rs..
UK. . . .o . . ... 2324801 10,19,598 §14,55:261
U.A.R. . . . . . . . . 4,66,672 2420,124 3,14,407
Belgium (Western Europe) . . . . . 9,03,665 11,0560 131,66€.820
Australia . . . ... L 1237397 9,785,148 I1,49,346F
USA. . . . ... 4TS 2,20118 [3,14708

2.23. During evidence, the Committee enquired whether expenditure om:
this scale on overseas offices was justified. The Chairman, Tea Board sta-
ted: “If you ask for absolute figures, of course, it will not be possible to-
justify. We should put it this way. We have one office at Cairo. Middle-
East is the second largest market for Indian tea. Cairo office can claim
some credit for making Indian tea known all over the Middle-East. The
U.A.R. and the Sudan are used to Indian tea, In other Middle-East coun-
tries such as Iraq, Indian tea is now getting popular and we are claiming
some credit for the Cairo office. In Western Europe all black tea was
known as Ceylon tea. Through the efforts of our Brusscls office we have
been able to put 10 or 12 packets which are purely Indian tea in the Wes-
tern Buropean market. We have, been able to secure sale over the next five
years of Tata Finlays instant tea through the help of our New York office
which is a very small public relations office only. Australian tea market
was completely dominated by Ceylon and during the last five or six years
Indin has been able to get a foothold in Australia through the efforts of

our Sydney office.”
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2.24. Over the last five years ending 1968-69, a sum of Rs. 4-,8_8
has been spent on fea promotion campaigns abroad. Considering
the .dismal record of Indian tea exports to which a reference has been
in this Report, the Committee cammot help feeling that this
expenditure has largely failed $0 serve its purpose. The Barooah
‘Committee, which roviewed the position in this regard, pointed out that
neither in UK., India’s principal market, nor in US.A. was Indian tea
successful in toking advantage of increased consumption of tea that was
fostered by ‘generic’ campaigns: on the contrary, the Indian share of the
tea sales in these markets went down. On the other hand, Kenya which
“has made comparatively small contributions to a few Tea Councils jn
recent years” has been able to consolidate its position in almost all the
markets at the expense of its compefitors.

2.25. The Commiftee feel that Government should conduct an
.appraisal of the utility of the ‘generic’ campaigns to see whether these are
not over-emphasised to the detriment of ‘uni-national’ campaiges, If at
all the ‘generic’ campaigns have succeeded, they have succeeded in creating
a market for tea which India’s competitors have been able to capture,
except in countries to which India’s exports are not, in any case, very
significant. It might be argued that these ‘generic’ campaigns, which are
conducted in collaboration with the trade and other producers, create
good-will with trade in those countries. The same purpose could possibly
‘be equally well scrved by directing ‘yni-national’ campaigns towards trade,
apart from consumers, packers, distributors etc. As such ‘uni-national’
campaigns directly promote the cause of Indian tea (and not tea generally),
their results will also directly be to the country’s advantage.

2.26. One aspect of the wuni-national’ campaigns conducted by the
Tea Board needs mention. The bulk of the expenditure on these cam-
paigns was accounted for by the outlay on the Tea Board’s overseas
offices at UK., U.A.R., Belgium, Australia and US.A. 1In fact, ont of
Rs. 157 crores spent on ‘uni-national’ campaigns during the Iast three
years ending 1948-69, the outlay on these offices accounted for Rs, 1-34
crores. These offices no doubt carried on publicity through media-
advertising and consumer publicity (which was included in their outlay),
but the Committee feel that the maintenance of these offices with atten-
dant expenditure on staff and rent of buildings efc. eats into the meaere
resources  available for direct poblicity. The data furnished to the
Committee shows that, in fact, between one-fourth to one-sixth of the
eutlay on promotion campaigns was on account of staff sslarfes. The
Committee would in this context like to make the following suggestions:’

(i) ATl the Indian Missions overseas have generally a commercial
Secretary, who is respomsible in the course of his work o
the Ministry of Foreign Trade. These Missions are already

§
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attending to the work of tea promotion in countries, where
there wte no overseas Tea Board offices. It should be con-
sidered by Government whether, by suitable arrangements,
the work in the other' five countries could also be similarly
transferred, The Committee appreciate the need for ensuring
that existing maikets in these countries are not lost, but there
is no particular reason to suppose that the maimtenance of
overseas office is going to belp. What is called for in the
circumstances is an imaginative campaign for publicity, with
the help of expert advertising and public relations agencies in
these coumtries. The responsibility for initiating such
campaigns could devolve on the overseas missions, acting in
collaboration with the Tea Board for this purpose. Onree
these campaigns are started, these should be sustained by a
continuing efiort so as to convert the consumers and retpin
their patronage. The Tea Board should also profit by the
experience of organisations like Air India which ensure good
publicity overseas by frequent changes in the theme of posters
with new significance which sustain the interest of the
. viewers,

i) There is no involvement by trade in export promotion cam-
paigns now being conducted. This should progressively be
secured: in fact, as exports of packaged tea become more sand
more popular, the trade should be encouraged to take over
the publicity work from the Board. Ultimately it will be the
seller who will know best how to advertise,
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OVERSEAS TEA CENTRES

3.1. The Committee asked for data about the expenditure and
receipts of the overseas Tea Centres at London, Edinburgh, Sydney and
Cairo. The information given on this point is tabulated below:—

1966-67 1967-68  1968-69
Rs. Ra. Rs.

(a) London
EBxpendit . B16:93,410 17,53,350 14,29,045
Receipt . .. ..+ . 933,155 895130 841,824
® &"‘:Jﬁtu e e . AILS69 414,556 3,75,705
Receipt . . . . . . . . 337,035 348452 289510
© mmm 9,85,221 10,55,290 10,383,974
Receipt . . . . . . . B,40,432 ILI7,331 10,447,839

(d) Cairo
i 3,16,060  2,91,517 398,103
Receipt .« .. .. 840432 ILI7231 1047839

During evidence the Committee were informed by the Chairman, Tea
Board that “Sydney and Cairo are running on profit. I cannot claim
great success for our London Office.” In reply to a further question:
whether the reasons for excess expenditure in the case of the Londom
and Edinburgh Tea Centres had been studied, it has been stated in a note:

“So far as the receipts and expenditure of the Tea Centres at Cairo
and Sydney are concerned. . . .the receipts of these Tea Centres exceed the
expenditure since the last two years. Obviously no study is necessary to
ascertain the reason for excess expenditure in respect of these units. The
Tea Centre in London is located in a busy and fashionable shopping
centre at Oxford Street, London. This Tea Centre started functioning
from November, 1963 as part of the Board’s promotiona] activities in the
UK. It was already known at the time of selecting the site of the Tes
Centre in a very costly area that the Tea Centre, London, would have a

4
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defigit of substantial amount annually. Ceylog had estpblished o number

of Tea Centres in London which were mainly iptended for prestigs pro-

matign of their tea. Likewise, the purpose of our London Tea Centre is

Wyamedatpmmﬂqxthexmageotlndmtead:mcﬂym;lb

houaewives and since the Centre was established in a fashionable and cost-

ly area there, was obviously a shift in the emphasis on the quality and

prestige of the clientele. This being the position, the expeaditure was high

and sales were low. It was never the intention to run the Tea Centres on

a commercia] basis and as such the difference between receipts and ex-

penditure of the Tea Centre should not be viewed as logs. The deficit ig

treated s net expenditure on tea promotion in the UK. as will be seen

from the budget estimates sanctioned by the Government. If, however,

the correct amount of deficit of the Tea Centre it still to be ascertained,

it will be first necessary tp tax out the expenditure on promotion. Never-

theless, the possibilities are being explored with a view to reducing the gap

between receipts and expenditure of the Tea Centre, London. A proposal.
has been sent to the Government either for closing down the unit or to~
move the Tea Centre to another premises in a less costly area. The ssme

argnments apply, mutatis mutandis, to the Tea Centre, Edinburgh. The

net expenditure is to be considered as an expenditure on promotion and

the publicity value derived justifies the expenditure. Accordiag to the
lease agreement, the landlord will pay £6,000 if the premises can be

vacated by 16th May, 1970, i.., one year before the expiry of the current

lease. Accordingly. notice is being served.”

3.2. At the Tea Seminar, the following views were expressed about
the utility of overseas Tea Centres:—

“Regarding the utilisation of different media for promotional activities,
the consensus of opinion was that the utility of ‘Tea Centres’, set up by the
Tea Board in foreign countries, is rather limited as they could reach only
a small percentage of the people. If these are to be successful they wilt
not only have to be set up on a much wider scale but also will have to
be operated on a satisfactory commercial basis. On balance, it was felt
that the major emphasis on promotion should be through the established
advertising media in the country, notably television and press.”

3.3. The Barooah Committee, which considered this question, made
the following observations:—

%, ...we think that the utility of Tea Centres would depend on
conditions obtaining in the different countries. In countries
which are not traditionally tea drinking ones, or where varieties
of Tndian tea have to be introduced, these can be useful cen-
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tres for sampling. They also provide excellent opportunities
for public relations activities directed towards specific groups.
- The nett expenditure to be incurred on these should, however,
~ be related to their overall value in promotional schemes, but we
think that, if they are established after proper examination it
should be possible to break even or incur a minimum expen-
diture in running these centres.”

3.4. The Committee feel that overseas Tea Centres, while providing an
opportunity to overseas consumers for sampling of tea, have g limited
scope for the propogation of Indian tea. As pointed out at ¢he Tea
Seminar, they are capable of reaching only a very small percentage of over-
seas consumers. A chain of fea centres to reach a larger section of the
consuming public may not be feasible particularly as overseas markets are
vast and far-flung. For these reasons, the Commitice feel that the stress
in overseas tea promotion should be on other advertising media.

3.5. The Committee note that the Tea Centres at London and
Edinburgh bave been continuously running at a loss. During the last three
years ending 1968-69, these two centres have run np a deficlt of Rs, 24-47
Iakshs : their takings have also progressively been coming down. The
Committee see no particolar reason why these centres shouvld continue,
particularly, as in UK., as pointed out in an earlier Section of this Report
the scope for angmenting tea consumption is limited. The Tea Board
themselves wonld appear to be entertaining doubts about the need for
these centres. The Committee would like Government to come to an
early decision abont closing these centres.

3.6. The Committee would also like to stress that where tea centres
are run overseas, they should be yun not in established markets but in
emerging markets in developing countries which present real potential.

Lol
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PRODUCTION OF TEA IN INDIA

- 4.1. The Committee drew attention to the observations in the Boroogh
Committee Report about the average annual rate of growth in the Tea
Industry being 1.7 per cent against the world average of 3 per cent. The
‘Committec enquired what steps had been taken to reach the target of 460
million Kgs. of production set by the Tea Board for 1973-74. The Chair-
man, Tea Board stated: “The target mentioned in the Borooah Committee
report was discussed thoroughly with the large tea planters. We are con-
fident that we shall be able to reach this target. In the current yeat, be-
cause of the three week strike at the height of the season in North Bengal,
the target of 405 million Kgs. may not be reached, but we are confident
of reaching next year’s target of 415 million Kgs. In South India, they
have been using fertilisers and better methods of cultivation for quite some
time and they have reached near about the optimum production. The in-
crease in production will not be much there, but in North India, use of
fertilisers has been introduced only recently and there will be some increase
in tea production there. We have also got schemes like hire purchase
scheme for machinery, etc. Since October, 1968, Government have also
introduced the replantation subsidy scheme. T am sure that a target of
3 per cent average increase in production for the mext 7 or 8 years will
not be out of reach,

4.2, The Committee enquired about the damage to crops by pests.
They were informed that “according to Tea Research Association’s esti-
mate roughly 10 per cent of the potential tea crop in North East India is lost
annually by pests and diseases”. The Committee drew attention to the
observation made by the Borooah Committee about the difficulty
experienced by the industry in getting pesticides and weedicides and
enquired to what extent these were imported. The following position has
been indicated in a Statement furnished to the Committee.

Pesticides
Demands
In litves
Licensing period Tedion Kelthane Telodrine Morocide
1966-67 . . . . . . 61,693 59,753
1967-68 . . . . . . £9,753 100,319 . ..
1968-69 . . . . . . 106,483 52,596 7,420 17,032
Impom-.
1966-6 . . . . . . 9,000 55,000 2°5
906-67 Ll?m’s Litres Tonnes
1967 I".ans’ ‘Tonnes Litres

#(24,000 litres MLF. to the C.L.F, value Rs. §-73 lakhs were also imported).
27
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4.3 As to steps taken for indigemous production, it has been stated
that “licences have been issued for iport of pesticides in technical forms
and then to formulate in the country”. In regard to weedicides it has been
stated that “sincc weedicides are not available indigenously, applications
for import of weedicides are sponsored by Tea Board”. The dates ro-
garding applications sponsored ' and imports made has been given as
under:—

1966-67 1967-68 106869
445 applications valued 636 applications valued 328 applications valued K
72,78,850 8,08,203°56 §3,73,910

4.4. During evidence, it was stated that ‘Gramaxone’ is being used as.
a weedicide. This is a patented product, made by an overseas firm.
Asked whether it was not mecessary to establish indigenous production of
weedicides, if necessary by conducting research on this point through CSIR,
the Additional Secretary, Ministry of Foreign Trade stated: “We shall take
note of it and we will make a reference (to CSIR)”. In a note on this.
point it has been stated that a private company “are reported to have been
granted an industrial licence for manufacturing gramaxone. At present.
there is no substitute for gramaxone”.

4.5. The Committee enquired to what extent the increased requirements
of cereal production in the country has impinged upon the area available
for tea production. The Chairman, Tea Board replied: “In North Bengal
and South India, practically no extra land is available for tea. But so far
as Assam is concerned, there is no dearth of land. Most of the planta-
tions in Assam have still land which is suitable for tea cultivation”. The
Borooah Committee made the following recommendations on this subject :

“Taking into consideration the difficulties faced by the industry because:
of Government enactments and in view of our recommendation in regard
to the necessity for undertaking extensions of plantings to achieve the Plan
targets laid down by Government and the need for replacement to increase
foreign exchange carnings of the country, the Committee recommends that
the following measures should be taken by Government:-—

(i) The Central Government should take steps to convene a con-
ference of all representatives of tea producing State Govem-
ments to frame a well considered policy in regard to land re-
quired for expanding tea production. Where land is proposed
to be resumed by the State Governments concerned, the Tea
Board should be taken into consultation,
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«ii) The principles underlying all resumption of land should be
such as to ensure that tea estatcs should have enough land
available for extensions and for other ‘ancillary purpose for
their viability and protéction. Land within an estate should
in no case be taken over as the integrity of cstates must at all
costs be maintained,

(iii) Where tea estates have insufficient land for extensions, State
Governments should make new grants of land suitable for tea,
which are available to it, to the estate if such land is in its
vicinity.

(iv) The existing control over the utilisation of land within the grants
should be reviewed sympathetically by State Governments and
tea gardens should be granted permission to manage the land
(under grants made many years ago) in thc context of the
changed circumstances obtaining today.

(v) In the Nilgiris district, in Madras State and in such other areas
where quality tea can be produced, development should not
suffer due to general policy on land or forest. On the con-
trary, development and expansion, where it is advantagcous,
should be allowed by preserving suitable land whether al-
ready in the possession of the plantations or in Government
reserves in the vicinity, from land distribution.

(vi) Similarly, forest management or preservation laws should not
be extended to private forests, plantations, or grants to affect
thc norma] shade regulation measures or where bonafide ex-
tension or replacement is undertaken and the clearance of
forest is necessary within the grant”.

4.6. The Committcc enquired whether a survey by the Tea Board
carried out in 1965, had disclosed that 171 estates in North-East India (16
per cent of industry), were uneconomic. In a note on this point, it has
been stated:

“No on-the-spot survey was carried out by the Board for collecting
information about the number and acreage of economically
weak tea gardens. The list of such gardens was compiled on
the basis of information obtained from the Producers’ Associa-
tions in North-East India. The position in this respect is
explained below.”

“The Tea Board decided in the year to collect some preliminary
information regarding the number and acreage of economically
weak tea gardens in different region. The temtative criteria
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laid down for selecting economically weak gardens were as.
follows: — '

(i) Little or no profit for the last five years.

(ii) Major portion of the tea is overaged and requires replan-

tation.

(iii) Factory building and machinery mostly old and obsolete.

(iv) Yield and sale price much below the district average.

A circular was issued to all Tea Producers’ Associations in North and
South India requesting them to furnish lists of economically weak gardens
under their membership, selected on the basis of the criteria mentioned
above. Replies were received from 6 Associations in North-East India
(IL.T.A, TAL, LTPA, B.CP.,, A T.P.A. and SV'I'T;P-A.) and ac-
cording to information obtained from them the number and acreage of
economically weak gardens under their membership were as follows:—

Name of Association No. of Eco-~ District Total area
nomically weak (hectares)
gardens
LT.A. 38 Assam Valley
23 Cachar
7 Dooars
21 Darjeeling
2 Terai 27,628+72
o1
T.AL 7 Cachar
3 Assam
1 Darjecling
1 Dooars
(including under L.T.A)
1242 2,929+ 55
LT.P.A. 11 Dooars
2 Assam
8 Darjeeling
21 4:419+70
B.C.P. 2 Assam 86+39
ATP.A. T3 Cachar
39 Assam (included under B C.P.)
4241 4,352°58
SV.IL.T.P.A, 2 Cachar
1 Tripura
———— 28350
3
— 39,7004
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4.7. The Board has launched Plantation Finance & Machinery Hire
Purchase Schemes and liberal criteria are adopted in granting these loans.
Even a second charge on property hypothecated with Banks is accepted
for Plantation Finance loan Scheme and for Hire Purchase of machinery,
capacity to pay back instalments which are a small fraction of the value is
taken into account. The replantation subsidy scheme introduced in Octo-
ber, 1968 can be availed of by all gardens.”

4.8. The Committee enquired what had been done to ameliorate the
ot of uneconomic growers of tea owing small areas in Kangra, Mandi
and Nilgiris. The Additional Secretary, Ministry of Foreign Trade stated:
“The main difficulty has been the very poor realisation by the small grow-
ers for their green leaf. We have, to some extent, dealt with this prob-
lem successfully in South India and we are now trying to extend the scheme
to other areas like Kangra. In South India, we evolved five years back
a scheme for giving financial assistance for setting up cooperative tea fac-
tories. We gave them fertiliser subsidy. Now they are able to get 75
paise for their green leaf as against 25 paise previously. The quality is
good and at the Cochin auction, they are getting a good price. One or
two tea factories have also returned the loans they took™. The
Committee pointed out that when a Study Group of Public Accounts
Committee visited some of these Tea Plantations in Nilgiris, they
were given to understand that there was scope for organising more coope-
ratives. The witness replied:  “Acqually 4 or 5 proposals are with us.
We are awaiting the clearance from the Ministry of Finance. That will
be cleared in the course of a month or so. We have made the necessary
provision in the budget. It is only a question of issuing a sanction. We
have got some proposals which came only a month or so back”.

4.9. The Committee asked what steps had been taken to encourage
production of green tea, which appeared to thave a demand in the Middle
East. The Chairman, Tea Board stated:

“Green tea is produced by a slightly different process/than ordinary
black tea. Black tea is black because the enzyme contained in the tea leaf
ferments and this makes it black. For muking green tea, we try to kill
the enzyme. The green leaf is dipped into boiling water which kills the
enzymes and thereafter it is processed in the ordinary manner. Since most
of the enzymes are already killed, the colour does not turn black but re-
mains mainly greenish. There is not much difference between the two
except for this different processing. The enzymes are killed either by
passing steam as in the case of the Japanese method or by dipping it in hot
water as in the case of North African and Afghanistan tea.

We have been producing 3,000-4,000 tonnes of green tea throughout
the year. This used to go to Afghanistan. Somw of it was being con-
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sumed mainly i Kashntir Vlloy: It is mosly produced in North Betrgal
Eangrs, Debra Dun. It was trilid throwgh Ammitsar. Recently Afghin
nistan is slowly changing over to Wlack tea. Tliercfore, we Bave been g
xious about our sale of green tea. Another very big market for this qua-
ity of green tea, which is not a very good guality, is North Africa. Metee-
co consumes 15,000 tomnes of grecn Tea. Algoria is also a comsumer.
But Morocco offers the most promising market. They have beent buying
green tea from Taiwan and Red China. They wre anxious to buy some
green tea from us. Their process is slightly different. We have now
Jearnt that process. In 1969, we supplied them about 1,000 tonmes of
green tea; we expect to supply in another one or two years about 5,000
tonnes to Morocco, This Morocco tea can be produced from Azmmn’
ot which is grown all over Assam and North Bengal.”

4,10. The Committee pointed out that production of green tea was
going down. It was 6,650 tomnes in 1966, 5117 tonnes in 1967 and
5,133 tonnes in 1968. The Chairman, Tea Board stated that “production
is determined by demand. Now that we have demand in Morocco, it will
go up”. In a pote explaining the steps taken for production of green tem,
‘the Committee have been apprised of the following position:

“During the past one and a half years the Tea Board has been
actively megotiating with the Indian producers as well as the
buyers in Morocco in regard to the prospects of producing in
larger quantities the types of green tea preferred in the Moroc-
can markets. Preliminary investigations seem to confirm that
much of the inability of the green tea producers to mamu-
facture the right type of tea is due to lack of know-how and
non-availability of suitable machinery. The steps that have
so far been taken by the Board to encourage and assist the
producers in producing green tea for export to the new des-
tinations arc as follows:—

(a) Data on the methods of manufacture of green tea as adopted
in China, Formosa and Japan have been coflected and fur-
nished to the interested tea producers along with samples
of green teas of Chinese, Formosan and Japanese origin;

(b) the producers have been and are being put in touch with the
buyers abroad and their agents;

(c) the producers arc being advised about the availability of ma-
chines suitable for the manufacture of various types of green
tea;
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- 4d) wihereswr mecessary, applicstions for import of cseential Mems
of madhinery for production of green tea are being =725,

(o) the Scientific Department of the UPASI is being encouraged to
takeonmeatchonproducuonofhothqunhtyteaandg:eenm
in South India. .

4.11. In addition to the above measures taken by the Board, the ox-
«cise duty on green tea has been reduced on the Board’s recommendation.

412, The Conunittee would like the Tea Board to keep tea produc-
:tion in the counfry under continuous watch to emsure that the target of
460 million Kgs. by 1973-74 is achieved. In any scheme for addifional
production, the demands for production of quality teas, mmst receive
priority as earlier suggested by the Committee. Green tea is amother item
for which markets are emerging in the Middle East and some other coun-
tries, Since the type of tea required for producing green tea, which Is in
demand in Morocco and Algeria is available in abundance in Assam,
North Bengal, Kangra and Himachal Pradesh the Tea Board should make
available to the planters the necessary process and machinery to manufac-
ture green Tea. To master the process, if necessary, arrangements should
be made to train one or more persons in Japan or some other country pro-
ducing superior type of green tea.

4.13. Pests are at present causing an estimated annusl loss of 10 per
cent of the crop. The data furnished to the Committee indicates that the
main formulations for pesticides are being imported. In respect of
weedicides also, the country is dependent on one patented imported pro-
duct. The question of development of adequate indigenous substitutes
must be pursued by Government, in consuliation with C.S.LR. or the Tea
Research Associations.

4.14. The Committee note that there is some difficuity in obinining
additional land thet the gardens require for tea production. This s »
question which will have to be decided by Government of India in
collaboration with State Government, on 8 scheme of clear cut priorities,
after taking note of the need for sugmenting cereal production.

4.15. The Committee note that a preliminary survey by the Tea Board
‘has revealed that about 16 per cent of the bigger estates are umeconomic.
The matter necds closer study, particalarly in areas where qualily tea bs
‘heing produced. A selective liberalisation of the terms of the variows
Flantation Finance Schemes tn favour of these sreas wmight merlt fhe
‘closer attention of Government.
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4.16 Special steps would have to be takem by . Govermment to
smeliorate the lot of small fea growess in Nilgirls, Mandi and Kangra.
The Commiftee note that the organisation of cooperatives in Niigiris hes
belped to better the situation and that the establishment of some more co-
operatives is under way. In the light of this experience, the Committee-
would like Government (o considere the organisation of cooperatives
other areas also, Adequate guidance should be given to these cooperatives
o that they could function ag vieble units,
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SCHEMES FOR FINANCIAL ASSISTANCE OPERATED BY TEA.
BOARD
(a) Ten Plantation Finance Scheme.

Audit Pararaph:

5.1. The Tea Plantation Finance Scheme (accounts of which are being
maintained separately, was approved by the Government of India in June,
1962 for advancing long term loans to tea estates for replanting, replace-
ment and/or extension of old tea areas. The scheme provided for Rs, 5
crores (reduced to Rs. 4.60 crores in February, 1967 by Government) to.
be placed at the disposal of the Board for being utilised as a revolving
fund for the purpose. The drawals by the Board during each financial
years are treated as loans granted on 1st October of that year, bearing
5% per cent interest (penal rate of 24 per cent over and above the normal
rate in case of default in payment of interest), repayable after 15 years,
The loans drawn from the Government of India and advanced to tea es-
tates by the Board up to 31st March, 1968 were Rs. 3.11 crores and Rs.
3.08 crores respectively.

(Para 2, Audit Report on the accounts of Tea Board 1967-68)

5.2. The Committee asked for data about the allotment of funds made
for the Tea Plantation Finance Scheme year-wise from inception to end of -
1968-69, as also their disbursements. The data furnished is summarised

" below:

Yeor Allotment  Disbur-

sement.

- o (In lakhs of Rupees)
1962-63 . . . . . . ., . 40°00 1645
1963-64 . . . . . . . 79-06 49°92
1964-65 . . .. . . . 100700 62°71
1965-66 . . . . . . . . . 100°00 63°97
1966-67 . . . . . . . 63:67 61°74
1967-68 ., . . . . . . .. 89-86 €346
1968-69 . ., R . N . 88-65 6014

5.3. During evidence, when the Committee drew attention to the delay
in disbursement of the loans, the Additional Secretary, Ministry of Foreign.
Trade, explaining the position, stated:

35
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“I have ascertained the latest position with regard to this. We re-
«ceived 339 applications. Out of these 191 were finally considered not
-suitable for this grant and after scrutiny they sanctioned 148 applications.
191 were not cligible for this loan and they were rejected. The total
amount so far disbursed is Rs. 3.83 crores. This is up to December, 1969.
You will see that we are not holding up any application which is other-
wise eligible for this Joan. There are some applications where some de-
1ails are required.”

5.4. The Committee asked for details of applications pending, which
have been given as under:

Applications pending as on 31-3-69 , . . . . &
Total amount . . . . . . . R . Rs.217-76 lakhs
f)ctails of the applications No. Amount
(Rs. in lakhs)
Under 3 months . . . 8 18:99 Received between I- 12-68 to

31-3-69 opening data awaited
from Bank etc, in respect of
the company/firms.

Between 3 months to 6 months 31 162-04 Awaiting replies for essential
particulars from the garden
concerned.

Over 6 months . . 8 36-73 Owncrship to be  established

and required to be registered
with the Controller of Licen-

sing,

5.5. The Committee wanted to know the area covered by the Tea
Plantation Finance Schemx and the area actually extended (replaced/re-
planted). The data on this point given by Government is summanised
below:

Y Extension IReplacemcnt I Replanting
ear
Area Actual Area Actual Area Actual
covered  achieve- | covered  achieve- | covered  achieve-
ment ment ment
(In hectares)
1966-67 . . 128407 372°32 . 742 14742 3238
1967-68 . . 65678 952°21 16°00 7°29 121°28 60-18
1968~69 . . 828:60  672:76 2600 729 14760 109°90

Nors :—The ing of new tea on additional land i is “extension’’, the planting
on new area in lieu of an area uprooted is called “sep * and Gf plnty
-on same soil from which old ones have been xemoved is termed “‘rep!
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5.6. As to the reasons for shortfall in achievement, Government have:
stated that it was “due to natural calamities and the fact that target figures.
include fresh applications received which may or may not have been san-
tioned.”

5.7. The Committee pointed out that the Barooah Committec had taken
the view that the rcgulation of the loans with reference to 50 per cent of
the total value of assets and average value of crops during the last three
years left the weaker section of the industry at a disadvantage. The Addi-
tional Secretary, Ministry of Foreign Trade replied: “That is being taken
up” and that Government were contemplating liberalisation of the terms.
In a notc on this point, it has been further stated: “The Barooah Com-
mittee’s observation was in respect of the calculation of the admissible limit
of plantation loans. At present, the aggregate of the Board’s loan and the
bank’s short term loan is not to exceed 50 per cent of the total value of
the fixed assets of the applicant company/firm, as per the latest Balance
Sheet, and the average value of the crop of the last 3 years. The Barooah
Committee considered that if this limit of SO per cent were raised to 75
per cent, perhaps the weaker sections could avail of the assistance. As
has also been pointed out by the Barooah Committee, a proposal for raising
the limit to 75 per cent has already been submitted to Government by the
Board and their approval is still awaited.”

5.8. The Committee asked how it was safeguarded that loans were
not availed of only by bigger estates. They asked for particulars of loans
given to the estates and the number of thesc estates under the same manage-
mept. From the data furnished by Government on this point, the follow-
ing conclusions emerge:

(i) 119 estates were sanctioped loans amounting to Rs. 534.02
lakhs upto 31st March, 1969 (actual disbursement Rs. 378.4
lakhs).

(ii) 61 of these estates were under a managing agency and/or
owner having 2 or more estates each. These were sanctioned
loans aggregating Rs. 327.74 lakhs.

(iii) The detailed position of loans availed of by these 61 estates.
is shown in Appendix IIT to this Report. The overall posi—
tion is as under:

Mansging agent No. of estates Amount
ndlor‘owu‘g: controlled Rs.)
—
1 7 30,44,227
2 6 33,20,004

3 2 46,41,724

sty mn mmete
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1 2 3
4 3 36,03,45%
5 2 8,98,360
6 5 41,24,912
7 2 %,70,762
8 13 45,94,956
9 2 7,50,064
10 2 11,07,484
11 2 2,94,890
12 3 8,61,656
13 2 1,92,618
14 2 12,82,420
3 2 6,16,770
76 2 5,92,000
17 2 8,81,166
18 2 13,96,380

5.9. The Committee enquired whether the Tea Board had been handi-
capped by the fact that funds provided for this and other schemes were
not adequate. The Additional Secretary, Ministry of Foreign Trade stated:
“I do not think that want of funds anywhere comes in the way of the
schemes being implemented.”

5.10. The Committee feel that the administartion of the Tea Plantation
Scheme needs to be greatly improved,

5.11. In the first place, the screening of applications received from
Tea Estates for loans under the scheme has been taking a long time, The
-data furnished to the Committee shows that 47 applications for loans
" amounting to Rs. 2'18 crores were pending as on 31st March, 1969, 39
of the applications were pending for over three months and the remaining 8
for over six months. The delay in clearing these applications has resulted
in a substantial part of the annual aflotment made for the scheme remsin-
‘ing unutilised every year since 1962-63 when the scheme was starfed. As
a corollary, there has also been a shortfal] in the realisstion of the targets
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-set for the scheme. Over the three years ending 196869, for imstance,
"Tea Gardens could do fresh plantings only on 2,221 scres ns agalast 3,227
.acres that should have been covered under the scheme,

5.12, Secondly, the distribution of financial assistance under the
-scheme has been rather umeven. Up to the end of 1968-69, 119 Estates
were sanctioned Joans amounting to Rs. 5:34 crores under the scheme,
61 of these Estates were controlled by 18 Managing Agents/Owners, each
baving two or more Estates, The number of Managing Agents/Owners
who controlled five or more Estates was 4 and the Esiates under their
control, totalling 31, were sanctioned loans amounting to Rs. 1-5 crores.
The Committee are not happy that loans under the scheme went to 2 small
minority of Tea Estate interests,

5.13. The Committee wonld like Government to imvestigate the work-
ing of the scheme to ascertain, with reference to the applications cleared,
those kept pending and those rejected, whether the scheme has so far been
impartially administered. Necessary corrective action should be taken
thereafter. Another point which calls for immediate rectificatory action
is that the scheme, at present formulated, hag left the weaker section of
the industry at a disadvantage. The Boroosh Committee had drawn
Government’s attention to this point and it was stated during evidence that
Government were proposing to liberalise the terms of the scheme to
remove this anomaly. This should be done expeditiously.

(b) Replantation Subsidy Scheme

5.14. The objective of the Replantation Subsidy Scheme have been
-explained in a note submitted to the Committee as under:—

(i) In order to assist the tea industry to replant overaged bushes
in the tea estates with newly developed planting materials to
improve the industry’s productivity, efficiency and competitive
ability, Government approved of a scheme for grant of subsidy
for replantation. Over 30 per cent of the tea bushes in India
are over 50 years of age—the average economic life of a bush
being 40—50 years. There is no depreciation allowance on
plantation allowed as yet in tea industry.

(ii) The objective of the scheme is to help the industry to achicve
a replantation rate of 2 per cent annually of the total area
under tea.

(iii) The subsidy is payable for replanting areas covered with tea
bushes which are of or over 50 years age.
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(vi) The quamtum of subsidy is only Rs. 3,500 per hectase in the:
plains and Rs, 4,500 in the hills, whnchoovusamlpa(
of the total cost.

(v) The replanting is to be done only with planting materials, both.
seeds and clones, approved by the Tea Board.

(vi) After uprooting of the tea bushes, rehabilitation of the soil lﬂt
a minimun period of 9 months is essential. A longer rehabi--
litation upto 36 months is permissible.

(vii) The replanted area should have a minimum of 10,000 bushes:
per hectare but this is subject to limitation of topography etc.

(viii) Subsidy is paid in 4 instalments in the plains and in 5 in the
hills. The scheme lays down a system of inspections before
payment of instalments.”

5.15. The Committee were informed that ‘the area covered by the
Replanting Subsidy Scheme in 1968-69 was 1,763.83 hectares. The Com-
mittee enquired what safeguards Government have adopted to prevent
misuse of subsidy. In a note it has Heen stated:

“The Scheme was introduced in October, 1968 and disbursement of
1st instalments for 1968-69 that have been made ware based
on proper inspection reports certifying that uprooting of tea
bushes had in fact been completed within 31st March, 1969,
So far no cases of misuse of subsidy have come to light.

Inspections are carried out 2 Inspectors from a Panel of Ins-
pectors appointed by the Tea Board, in the presence of the
Manager of the estate concerned. 3 inspections are under-
taken the first being after the area in question has been up-
rooted, the 2nd after the uprooted area has been completely
replanted and the 3rd is on completion of one year after
replanting i.e. one year after the 2nd inspection. The sub-
“sidy is paid in 4 instalments for gardens in the plains and in
5 instalments for gardens in the hills. The Board reserves.
the right to recall the subsidy paid in cases where terms and
conditions of the scheme have not been fully observed. In
addition to routine inspections by Inspectors from the Panels,
Board’s officials are also deputed on eccasions to inspect
gardens for random checks to ensure that the terms and condi-
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tions of the scheme are observed. So far no cases of misuse
of funds have been detected.”

5.16. As to the achievements of the Scheme, it has been stated:
“This scheme was introduced from October, 1968 and since it is obliga-
tory to allow a minimum rehabilitation period of 9 months, it is not possible
to indicate achievements at this stage. It will only be possible to judge
this after 1970-71.”

5.17. The Replantation Subsidy Scheme will provide some incentive
to the Tea Industry to replace over-aged bushes on account of which pro-
duction and quality of tea have suffered. The Commitiee would, how-
ever, like the Tea Board to devise appropriate checks to safeguard against
misuse of the assistance under the Scheme, Inspections for purpose of
grant of assistance are now conducted by inspectors chosen from a panel,
which the Committee understands consists of tea planters. The Committee
consider it essential, with a view to safeguarding Government’s interests,
that knowledgeable officials from the Tea Board should also be associated
with the process of inspection.

239 Ls—4



VI
MISCELLANEOUS
(a) Internal Tea Centres
Audit Paragraph
6.1. In para 3 of the Audit Report on the Accounts of the Board for
the year 1963-64, mention was made of the four tea centres in the country

running at a loss. These centres continued to incur losses during 1964-65
as well, as shown below:—

(In Rupees)
Receipts Expenditure Loss
Tea, Centre Bombay . . . . . 1,63,579 1,72,573 8,994
Tea Buffet, Udyog Bhavan, New Delhi . . 28,426 76,106 47,680
Tea Bar, Planning Commission, New Delhi . 88,477 1,16,731 28,254
Tea Bar, Parliament House, New Delhi . . 36,390 69,029 32,639

[Paragraph 2 of Audit Report on accounts of Tea Board, 1964-6 5]

6.2. The Committee enquired whether it was necessary to run thes:
Tea Centres. The Additional Secretary, Ministry of Foreign Trade stated:
“We are not sustaining any of these centres for internal promotion. The
Bombay one was started as a prestige tea centre where foreigners could
have a taste of Indian tea. Subsequently there was a request that it is
performing useful functions and we might not order its closure. So far
as tea bars in Central Government Offices and Parliament House are
concerned, they were opened specifically at the request of the heads of the
offices and the Hon. Speaker. They wanted that there should be some
place where members ang visitors should have the facility of taking tea.
We are now trying to economise on the working of these tea bars. 1 have
the working results for 1968-69 and for the first six months of 1969-70.
There is a progressive improvement. One of the suggestions we are consi-
dering is to see what extent we can convert them into a cooperative orga-
nisation of workers who can take over the management, giving some kind
of subsidy, just as we have done with some coffee bars.”

42
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6.3. Tne Committee enquired whether, as pointed our oy the Barooah
Committee, the Tea Board was faced with the problem of providing large
field staff with alternative employment. Explaining the position in this
respect the witness stated: “The question of under-employment or un-
employment arose out of the decision of the Government to discontinue
propaganda activities within the country. One thing we propose to do
is to use this staff to the extent possible in some of the tea bars and
-canteens in Parliament House and in Government offices, Bombay Tea
Centre, etc. Some of them have already been absorbed in the Tea Board’s
office. I do not think the problem is so acute.”

6.4. The Committee note that all the four tea centres at present
being run by the Tea Board in India are sustaining a loss. These bars
were opened as part of a tea promotion campaign in the country which has
now been stopepd. The Committee would like it to be considered whether
all or some of these centres could be closed or made over to cooperative
organisations of workers, as has been done in the case of coffee houses
‘which were run by the Coffee Board,

6.5. The Committee also note that some staff of the Tea Board
rendered redundant as a result of discontinuance of tea propaganda in the
country are still to find gainful employment. An expenditure of Rs. 30,000
per annum is being incurred by the Tea Board on their salaries, The Com-
mittee would like the Board to take early steps to correct this position.

(b) Grants to Educational Institute
Audit Paragraph

6.6. The Board gives annual grants-in-aid to educational institutions
in tea garden areas for construction of hostels on the condition that accom-
modation after construction would be provided free of rent for certain
specified number of wards of the tea garden employees. A {est check of
the grants paid during the last five years revealed that the number of
wards actually admitted was far less than the specified number based on
which grants were sanctioned, as would be seen from the following :—

Name of the institu- Grants Date of No. of Students actusally
tions ! paid completion students modated in the hostel
of hostels  who shonld
have been  Year Num- Short-

dated ?r:dt-he ber tge %
hostel
(1) (2) 3) @ (% (6) [

High School, Dist.

Bokakhat Govt. Aided 27,000 Febru 20 b ¢ 80

7 196;‘-y xﬁ Nﬂ 700
Sibasagar, Assam. 1968 g

. (3
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) @ ® R C R O R O

Nagrakata Junior High 25,000 June, 1964 15 1966 5 679
School,  Jalpaigur, 1967 s 6%
West Bengal.

Charduar High School, 25,000 1965 20 1965 2 90Y,
Distt. Darrang, 1966 4 80%
Assam. 1967 4 809%,

Florance Swainson 14,000 1966 10 1966-6g [ 50%
Deaf School, Palaya- 1967-6 7 30%
mkotti, Madras.

Sibsagar College 35,000  Jamuary 15 1067-68 8 47%
Joyasagar  Assam- 1967
Annexe for girl stu-
dents,

(Paragraph 3—Audit Report on accounts of Tea Board, 1967-68.]

6.7. The Committee desired to know the total numoer of educational
institutions assisted by the Tea Board for providing hostel accommodation
upto December, 1969. In a statement Government have indicated that
35 educational institutions were given grants. The seats earmarked for

the wards of tea garden employees and these actually occupied by such
wards were as follows :

SL No. of seats  Occupied during the years
No. Names with address reserved
1967 1968 1969
1 2 3 4 5 6
1. Subhasini Girls’ High School PO Mal
Dist. Jalpaiguri . 40 31 22 16
2. D.H.S.K. College, Dibrugarh, Assam . 20 —_— — 1
3. Behali Govt. Aided High School Gang-
mauthan, Darrang, Assem 20 14 s 10
4- Bokakhat Gorvt. Alded Hngh School
Assam. . 20 — —_— 2z
5.  Martelli ngh School, Matelli, Dist.
Jalpaiguri . . . 20 7 3 x
6. Chengmeri Tea Estate High School,
Sadhoput, Chengmari, Distt. Jalpaiguri . 30 30 30 —_—
7. Govt. Aided Girls’ ngh Schdol, lechar
Dist, Caghar, Assam ‘ . Iy 1t — I’}
8. Union Academy, Kdalnm, Dun julpn-
guri . . . 23 -— — 4
9. l}“ Gﬁn. Axded ME Schooly
(o)

m . . . 15 — 13 s
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(1) (2) €) @ ® ©
0. Govt. Aided Hg] r Second Mutti-

purpose Girls’ School, Tezpur, Assam 15 s 4 6
g1. Shri Shantivijaya Gu‘ls ngh School,

Coonoor, Tamil Nad 20 —_ 15 7
12. Mahadev Agarwalla Govt. A:dcd ngh

School, Marianj, Assam . 24 9 13 13
13. Krishi Gopalan Si kashmya. Dum

Dum Cantonment, Calcutta . 10 7 — 8
14. D.C. Barua Gizls’ College, Jorhat, Assam 17 17 16 16
15. Borhat Govt. Aided ngh Sdmol, Borhn,

Assam . . 20 18 16 15
6. Sibsagar College (boys), Joysagar,

Assam . . . . . . 20 14 20 20
187. C.S.I. Gell Memorial Guh' szh School.

Fernhill, Madras . 25 25 25 25
x8. Siliguri Girls’ Higher Secondary School

Siliguri, Darjecling . . . 30 30 30 30
19. Charduar High School, Charduar, Assam. 20 4 6 6
20. Nagrakata Junior High School, annkm

Dt. Jalpaiguri . 15 5 5 s
21. Fatima Girls’ High School, Gudalur, Tamil

Nadu. . N . . . . 20 20 20 20
22. Fuleswari Girtls leh School, Slbsagar,

Assam . 20 Building not completed.
23. Dibrugarh Cha Mazdoor Kalyan Sama;,

Dibrugarh, Assam . 20 20— 9
24. Nirmala Girls Jr. High School Ahpu.rduar

Jn., Jalpaiguri . . 50 - 59 50
25. Jalpaiguri Polytechnic Institute, Jalpaiguri 28 25 16 8
26. Shri Sarguru Sarva Samarasa Sangam,

Coonoor, Tamil Nadu . . . N 50 44 50 50
27. Bi Higher Secondary (Multi.)

School, Birpara, Diste. Jalpaigori . . 24 13 22 10
28. Florence Swaingon Deaf Scbool. Pohyam-

kottai, Tamil Nadu 10 7 5 s
29. Govt. Aided B.P. Baruva Memorial ngh

School, Sonari, Assam . . . 40 Building met completed,
30, Simsagar Girlw Collage, P:O. Joysagas,

Assam . . . . . . 18 8 10 °
3L LB Cdleaﬂ: Iothat, Dnt. Sabm,

40 Building not complesed,

33.

DuthieHigh School for Gi'rh‘ P O, ngetcoﬂ

Tamil Made State

» -
(Hostel re:y from 19:9’
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33. C.M.S. College High School, Kottayam,

Kerala State . . . . . 20 Building not completed.
34. Government of Madras A 9 9 9 9

35. Rangapara Government Aided High School,
P.O. Rangapara, Assam N . . 19 s s —

—

6.8. As the grants were given to educational institutions in these cases
with a view to providing educational amenities to the children tea garden
employees, the Committee would not like to pursue these cases further.
The Committee would, however, like to point out that in as many as 13
out of 35 cases, where the institutes were given grants to build hostels to
provide reserved accommodation for children of tea garden employees, not
a single reserved seat was utilised, The Committee would like the Tea
Board to investigate why the facility provided at the institutions to children
of tea garden employees remain unutilised. This points to the need for
greater care in screening proposals for these grants in future.

(c) Delay in obtaining refund of unufilised loans,
Audit Paragraph

6.9. In December, 1964, the Government of India approved a scheme
for the development of Small Growers’ Tea Estate in Nilgiris to be im-
plemented from the Board’s funds. Under this scheme, a loan of Rs.
5.60 lakhs was paid to the Madras State Industrial Bank during June,
1965. The loan was to be treated as a revolving fund and was to be
repayable in full after 3 years, with interest at 24 per cent per annum.
In November, 1965, intimation was received from the Bank regarding
the non-utilisation of the entire loan, consequent on which a sum of Rs.
5.00 lakhs was withdrawn from the Bank only in March 1966 after a
lapse of nearly 9 months; for this period, the Bank allowed to the Board
interest at 21 per cent per annum. The balance amount of Rs. 0.60 lakh
is still held with the Bank (March, 1967).

6.10. The exact requirement of funds was apparently not ascertained
before mcleasing the loan to the Bank in May, 1965,

{Paragraph 2 of Audit Report on accounts of Tea
Board, 1965-66].

6.11. The Committee pointed out that Rs. 5.60 lakhs were paid by
the Board to the Madras State Industrial Bank in June, 1965 for disburse-
ment to Small Growers of tea for purchase of pesticides but the entire
amount could not be distributed. The Committee enquired why the loans
could not be distributed in full. The Additional Secretary, Department
of Foreign Trade stated that the loan scheme which was drawn up by
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Madras Government included loan for setting up of tea factory, for pro-
curement of fertilizers and also a scheme for loan of pesticides. The Co-
operative Societies availed of the loans for seting up of factories and
buying fertilisers only and did not utilise any amount for pesticides.
Hence, there was a balance amount of Rs. 5.60 lakhs unutilised on this
account,

6.12. Asked why there was a delay of 4 months in getting back the
amount of Rs. 5 lakhs, it was stated that the Board was expecting the
societies to avail of this amount fully and later it was noticed and they
had pot drawn this finance at all. As regards the balance of Rs. 0.60
lakb, the witness stated that they were kept in deposits and subsequently
an amount of Rs. 35,000 out of this had been approved for the staff sub-
sidy scheme.

6.13. The Committee feel that the requirements of co-operative tea
societies were not properly assessed before releasing funds to the bank for
grant of loans to the societies, A sum of Rs. 56 lakhs representing pro-
vision for pesticides remained completely unutilised by the societies and
it task nearly 9 months for the Board to withdraw this unutilised amount
from the bank. The Committtee trust cases of this type will not recur.

(d) Delay in obtaining refund of welfare grants,
Audit Paregraph

6.14
Name of the State Amount due  Purpose for which grants had Period during
for refund been given which grants
(in lakhs of had been given
Rs.)

Assam . . . 0-28 Establishment/improvement  1951-52 and
of labour welfare centres,  1955-56
stipends to trainees in

‘ social welfare institutes
etc.

West Bengal . . 1-03 Purchase of equipment con- 1955-56 to
struction of Welfare Cen- 1957-58
tres and garages for using
mobile cinemas vans.

Kerala . . . 0-23 Setting up of vocational train- 1951-52
ing schools, etc, 1955-56

Madras . . . o-15 Establishment of Demonstra- 1951-52 and

] tion-cum-training centre/ 1955-56
tailoring centre etc.

U.P., Punjab and Tripura 0:03 Providing recreational faci- 1951-52,
lities to lsbour, etc. 1954-55,

1955-56.
ToraL . . 172 '

(Paragraph 3(c) of Audit Report on accounts of Tea Board, 1955-56)
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6.15. The Comnuttee enquired whether any action was taken to get
back the unspent balances out of welfare grants paid to the State Govern-
ments, although the grants related to a period more than ten years ago.
The Ministry have stated in a note that the Board, at its meeting held
on 15th December, 1961, decided that the unspent balances after 31st
March, 1963 should be refunded to the Board. The State Governments
were reminded about it at regular intervals. Then the matter was referr-
ed to the Ministry and Government of India took up the matter direct
with the defauiting State Governments. On many occasions the Board’s
officials drew attention of the members who were representing the State
Governments in the Board during thc meeting of the Board and its Stand-
ing Committee.

6.16. The following were the State Governments by whom the
amounts were still to be refunded :

State Government Amount still to
be refunded
Rs.

West Bengal . . . . . . . . . . 35,454
Kerala . . . . . . . . . . . 19,025
Madras . . . . . . . . . . . 2,070°23
Andhra . . . . . . . . . . . 12,600
Uttar Pradesh
Punjab 973°14
Tripura

6.17. The Commiftee would like Government to take suitable steps to
ensure that the State Govermments refund immediately unspent balances

of welfare grants amounting to Rs. 70,122, which have been retained by
them for about 10 years.

ATAL BIHARI VAJPAYEE,
Chairman.
New DEeLHI;
April 16, 1970, Public Accounts Committee,

Chaitra 26, 1892(5).



APPENDIX I

Quantity of tea sald at London Auction together with indices.
[Ref : See Para 1-6 of the Report]

(Av. of 1953 t0 1955 =100).

Year North India South India Africa
Qty. in th. Kg.Index Qty. In th. Kg. Index Qty. In th. Kg. Index.
1953 84,098  AV-77,095 11,514 Av-11,654 7,007 AV-8,261
) (i (7/2)
19 74,688 100 11,142 100 6,985 100
54 (11/9) (1’1/5) (10,6
1 71,599 12,305 10,280
933 (11/9) (9111} ®:3)
1956 69,502 90 11,96 103 16,037 194
(11,2) (9/4 (7/9)
1957 73,593 95 14,280 123 12,968 206
(10/6) (8,3 (710)
1958 65,828 33 17,631 151 15,238 184
(x0;10) (85) (7/6)
1959 . 83,448 108 15,345 132 19,246 2
(10/8) 8/1) (7;0) 3
1 9,943 78 16,852 145 19,638 238
9o xo’/‘xo) (8? 10) (7:11) 3
1961 75:702 98 15,627 134 18,948 229
(i0/3) ®/5) (7/11)
1962 . 67,60 88 17,402 149 24,390 2
@ i i 9
1963 . 73,223 95 17,294 148 20,433 247
(10/3) (7/11) (7/2
1964 75,274 98 11,398 98 20,568 -49
(io/1) @5 Gla)
1965 73,728 96 12,307 106 17,246 210
[ Tr))] (8:3) (8/D
1966 . 65,62 85 8,828 76 26,967 426
(O (7/6) )
1967 52,024 67 5,277 48 26,067 316
(9/11) (719) (7/6)
1968 . 664 79 6,621 ST 34,148 413
/0) /%) ®/1)
1969 61,471 % 608 & 37,276 451
(5‘]3) (f74) (7/2)

N.B.—Figures in the bracket indicates the price perkg. in 8/d.
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APPENDIX 11
(Ref. See Para 2-3 of the Report)

(Figures in thousand kg.)

Countries of Destination

t1938

1958

1959 1960

1961

1962 1963 1964 1965 1966 1967 1968

6] @ 3 @ 0] (6) @ ® (9 (0 (1) (2} (13)
Belgium 50 71 113 82 73 12§ 73 63 8s 101 85 223
British West Indies 46 240 226 229 191 183 192 187 194 242 254 197
Canada 640 403 839 640 638 548 553 416 305 s12 363 591
Denmark 225§ 139 168 149 137 197 144 113 191 169 163 202
Egypt 45 @ @ @ @ r 1 1 ° o
Finland . 55 86 163 101 80 80 115 117 93 7 106
Germany Western 3294 702 864 623 698 760 480 509 572 311 291 384
Ireland 6627 b4 @ . 8 @ 2 @ 62 o 2 10
Netherlands | 300 628 s21 345 307 541 412 358 418 248 137 256
Norway . 17 80 94 129 104 140 128 138 133 102 99 130
Sweden 69 301 393 384 412 454 390 467 510 408 469 525
Switzerland . . 68 54 68 76 88 98 101 113 117 96 106 18



@ @ €] @ () ©) M @ )] (o) (1) (12) (13)

USA. . . . . 1817 1125 2320 1739 1805 2082 1172 1091 955 1278 678

1035
Other Countries . . . 3085 1548 1180 1108 1109 1046 1177 1538 1856 1821 1914 1035

ToraL - 16,283 5347 6872 5667 s671 6255 4905  s108 5515 5382 4631 6469

Note :—tFigures of undivided India. @Below 500 kg, *Included in other Commonwealth countries.

Source : Based on the returns received from the Indian High Commission, London.
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APPENDIX II

Statement showing the estates which have availed of loans, under the same management
at the time loan was sanctioned.

[Ref: See Pare 5-8 of the Report]

%l(.). Name of the tea estates Under same J\d:::ginaggency and/or Amount
Rs.
1 Dejoo ValleyT.E. o )
2 Baghmari »
3 Teloijan 2
4 Ranicherra » . M/, 30,44,236
§ Margaret’s Hope ,,
6  Amluckie 5.
7 Bormahjan » .
Tumsong T.BE. .
2 Beech ”»
3 Bharnobari ”»
-4 Satali » M/s. 32,20,004
%5 New Chumta ,,
6 Huldibari

Towkok T.E. . M)

Nahorhabi . } s 46,41,724
}
}

o]

»

2

Nagrijuli T.E

.2 Longview . M/s. 36,03,451
3 Phuguri »
1  Gopalpur T.E.

M/s. 8,98,360
Sonali f 49%:3

Y

»

.x  Soraipani T.E. .

2 Duflaghur ”» .

3 Dekorai » M/s. 41,24,912
-4 Bargang » .

-§ Bordubi
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SL  Name of the tea cstates Under same Managing Agency and/or  Amount
No. ownership
Rs,
1 Sankar T.E. .
M/s. 570,762
2 Sewpur » .
1 Bokel T.E. . ']
2 Muttuck » . l
3 Singlijan »
4 Dikom » ‘
5§ Lengrai »
6 Panitola » |
7 Hukanpukri > M/s. 45,94,956
8 Koilamari 3 ll
9 Daisajan » |
10 Harmutty »
11 Dejoo »
12 Tippuk »
13 Nalani » )
1 Konikor DallimT.E. .
M/s. 75 5,064
2 Kolony » .
1 Dahingeapar T.E. .
.\z M/s. 11,07,484:
2 Gabroo Purbat ,, . J
1 Madanpur T.E. .
M/s. 2,94,890"
2 Ballacherna s .
1 Sonali T.E.
2 Rupali » M/s. 8,61,656-
3 Good Hope »
1 Looksan T.B. .
M/s. 1,92,618
2 Pashok » .
1 Hanumanbag T.E. .
M/s, 12,82,420
3 Sapoi » .
1 Dooteriah T.B. .
M. 6,16,770
3 Kalej Valley
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SL Name of the tea estates Under same Managing Agency andfor Amount
*No. ownership
1 Polovi T.E. . Rs.
M/B- 5,92,000
2 Pallorbund » .
1 Burniec Braes T.E. .
M/s 9,81,166
2 Durrung »
1 Doyang T.E. .
M/s. 13,96,380

Kanu ”
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Foreign Trade

The Committee are deeply concerned to observe that Indian tea has
been progressively losing ground in most of the world markets. The
country is the leading producer of tea in the world and, next to jute, tea
has been the biggest foreign exchange earner. However, over the years,
the volume as well as the unit value of tea exports have been rapidly
coming down. How alarming the position is would be evident from the
statistics given in this section of the Report. In 1968, India exported
less quantity than in 1959. In four of her principal markets—UK.,
US.A,, Canada and U.A.R.—which, between them, absorbed 75 per cent
of India’s tea exports in 1959, exports had fallen by 25 per cent in 1968.
The full in exports to U.K. was particularly steep: in 1968, this country,
which has been the biggest single market for Indian tca, imported from
India about a third less than in 1959.

The fall in unit value of Indian tea in overseas markets has also been
very disconcerting. Taking the tea sold in London auction alone, a kg
of North Indian tea fetched 23 per cent (approximately) less in 1968
than it did in 1955. The fall in unit value of South Indian tea, was also
equally severe (about 22 per cent).

1Y
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Foreign Trade

The Committee observe that the ground lost by India has been
captured by its competitors, notably Ceylon and East Africa. Ceylon,
though, it was also affected by the phenomenon of falling unit values, was
exporting more tea in 1968 than in 1959. So was Kenya, which managed
to get substantially the same price for its tea in 1968 as in 1955.

The Committee recognise that the set-back to tea exports has arisen
from a world-wide glut. While world consumption of tea has been rising
at the rate of 1 per cent per annum, world production has been increasing
by 3 per cent. This situation no doubt indicates that it would be to the
advantage of the producer countries to take concerted steps to limit sap-
plies to the world market. However, desirable such a concord might be

the following considerations suggest that an agreement would by no means
be easy to secure.

(i) The tea industry in some of the competing couatries from
East Africa is in its infancy and these countries may mot,
therefore, be willing to forsake the inherent advantages that
this gives them vis-a-vis their competitors. During evidence,
the representative of Ministry of Foreign Trade admitted that
“a number of countries were not interested in an international
agreement” during the discussions held for this purpose in
Romeg,
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Do.

(ii) Some of India's competitors do not have the advantage of
having a large home market and would, therefore, inevitably
fook for expanding export markets under the compulsions
arising from increasing production. This would mean their
demanding a larger share increasingly.

(iii) An agreement which was previously in existence foundered

in 1955 due to non-signatory countries increasing their acreage
and export.

The Committee would, therefore, like to caution Government against
expecting any salvation from an agreement of the type now under
conteriplation. In any case, Government will have to ensure that it does
not result in our giving away more concessions than we get. In the
ultimate analysis, Indian tea would have to hoid its position in inter-
national markets on the strength of its quality, consumer appeal and
marketing efficiency. Later in this Report, the Committce have made

certain suggestions in regard to the lines on which export promotion would
have to take place.

The Committee are also not in favour of the internal market being
drastically starved of quality teas which are in demand. They appreciate
that export of qualily teas must have priority, but with the world market
situation as it is now and the country’s tea production also increasing, it

LS



Foreign Trade

would not be judicious for Government entirely to disregard the claims
of the internal market, to good quality teas.

In the Committee’s opinion, London auctions have not proved a bless-
iug for Indian tea. A study by F.A.O. revealed that 75 per cent of tea
bought in London auctions were for four buyers. This monopoly on the
buyers side has further weakened our position in what has essentially been
a buyers market. The Committee recognise that it may not be practical
for the country to withdraw from these auctions : on the other hand, with
other exporting countries being obliged to sell in these auctions, our with-
drawal would harm our interests. Nevertheless an early solution for this
unsatisfactory situation will have to be found. ’

The Committee feel that, while an agreement with other countries to
timit sales at London auctions might, in the foregoing circumstances, seem
indicated, the long-term solution for this problem lies in diversifying the
market for Indian tea. Tea consumption in UK. seems to have béen
more or less steady over the years. In any case, as pointed out by the
Barooah Committee, India has not been able to take advantage of any
recent increase in consumption in that country that has occurred due to
tea promotion campaigns. Besides, U.K. itself is re-exporting Indian tea
to other countries, apparently after blending. This situation underlines
the need for our seeking new markets and developing promising markets
for exports. The Barcoah Committee have drawn attention to the
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possibilities of augmenting exports to countries like Australia, U.S.S.R,,
Morocco and to developing countries. These should be further explored. .

The Committee are in this context surprised to learn that the Tea
Board has not carried out any market surveys. A proposal in this regard
is now stated to be under consideration. The Committee would like an
early decision to be taken thereon. The Committee need hardly add that
such market surveys should be conducted by competznt and experienced
personnel and should be undertaken in association with Trade, which
would have a stake in its results.

It seems to the Committee that if export earnings from tea are to be
sustained, if not increased, a number of measures are called for,

The first and primary need is to encourage the production of quality:
tea, as our cheap ‘filler’ teas have been virtually priced out of international
markets. The Barooah Commitice have pointed out that Kenya bas
improved her quality to the extent that some of her teas are fetching better
prices than Assam teas. The Tea Board has a replanting scheme for
replacement of depleted over-aged bushes. This will have to be imagina-
tively executed. Special consideration in this connection will have to be
given to the requirements of the industry in Darjeeling, which is a quality
area. Over 50 per cent of the bushes here are over-aged and production
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Foreign Trade

has been progressively going down. This should be quickly artested,Aby
accelerated rate of replantation. .

Secondly, it will be necessary to undertake substantial product diversi-
fication. Consumer preferences in some of the sophisticated markets have
undergone a change with the increasing popularity of tea bags, instant tea
and tea mixes in preference to conventional tea. It is essential that the
industry applies its mind to this phenomenon and produces various new
forms of tea. This is a matter that calls for research support and the
Committee getthe impression that a serious beginning is yet to be made. 2
An advantage that would accrue to the country by undertaking the market-
ing of these products is that these will involve the use of cheaper teas,
which are at present consumed indigenously. Their diversion for the
manufacture of these products should help to increase export earnings.

Thirdly, the bulk of our tea exports constitute raw meterial which is
processed and blended abroad. This means that we are forgoing the
foreign exchange earnings which would accrue if blending and packing of tea-
were to be done here to the maximum extent possible. The export of
blended and packaged tea should, therefore, be progressively augmented,
particularly to developing markets, where the possibility of competition
from organised retail market does not exist to the same extent as in the
more scphisticated markets. o
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Over the last five years ending 1968-69, a sum of Rs. 4.88 crores has
been spent on tea promotion campaigns abroad. Considering the dismal
record of Indian tea exports to which a reference has been made earlier

in this Report, the Committee cannot help feeling that this expenditure
has largely failed to serve its purpose. The Barooah Committee, which
reviewed the position in this regard, pointed out that neither in UK.,
India’s principal market, nor in U.S.A. was Indian tea successful in taking
advantage of increased consumption of tea that was fostered by ‘generic’
campaigns: on the contrary, the Indian share of the tea sales in these
markets went down. On the other hand, Kenya which “has made compa-
ratively small contributions to a few Tea Councils in recent years” has
been able to consolidate its position in almost all the markets at the
expense of its competitors.

The Committee feel that Government should conduct an appraisal of
the utility of the ‘generic’ campaigns to see whether these are not over-
emphasised to the detriment of ‘uni-national’ campaigns. If at all the
‘generic’  campaigns have succeeded, they have succeeded in creating a
market for tea which India’s competitors have been able to capture, except
in countries to which India’s exports are not, in any case, very significant.
It might be argued that these ‘generic’ campaigns, which are conducted in
collaboration with the trade and other producers, create good-will with
tradc in those countries. The same purpose could possibly be equally

19
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well served by directing ‘uni-national’ campaigns towards trade, apart from
consumers, packers, distributors etc.  An such ‘uni-national’ campaigns
directly promote the cause of Indian tea (and not tea generally), their
results will also directly be to the country’s advantage.

One aspeet of the ‘ni-national’ campaigns conducted by the Tea Board
neceds mention. The bulk of the expenditure on these campaigns was
accounted for by the outlay on the Tea Board’s overseas offices at UK.,
U.AR., Belgium, Australia and U.S.A. In fact, out of Rs. 1.57 crores
spent on ‘uni-national’ campaigns during the last three years ending 1968-
69, the outlay on these offices accounted for Rs. 1.34 crores. These
offices no doubt carried on publicity through media-advertising and con-
sumer publicity (which was included in their outlay), but the Committee
feel that the maintenance of these offices with attendant expenditure on
staff and rent of buildings etc. eats into the meagre resources available
for direct publicity. The data furnished to the Committee shows thaf, in
fact, between one-fourth to one-sixth of the outlay on promotion campaigns
was on account of staff salaries. The Committee would in this context
like to make the following suggestions:

(i) All the Indian Missions overseas have generally a commercial
Secretary who is responsible in the course of his work to. the
Ministry of Foreign Trade. These Missions are already

~



attending to the work of tea promotion iu countries, where
there are no overseas Tea Board offices. It should be consi-
dered by Government whether, by suitable arrangements, the
work in the other five countries could also be similarly
transferred. The Committee appreciate the need for ensuring
that existing markets in these countries are not lost, but there
is no particular reason to suppose that the maintenance of
overseas office is going to help. What is called for in the
circumstances is an imaginative campaign for publicity, with
the help of expert advertising and public relations agencies in
these countries. The responsibility for initiating such cam-
paigns could devolve on the overseas missions, acting in colla-
boration with the Tea Board for this purpose. Once these
campaigns are started, these should be sustained by a
continuing effort so as to convert the consumers and retain
their patronage. The Tea Board should also profit by the
experience of organisations like Air India which ensure good
publicity overseas, by frequent changes in the theme 6f posters
with new significance which sustain the interest of the viewers.

(ii) There is no involvement by trade in export promotion cam-

paigns now being conducted. This should progressively be
secured: in fact, as exports of packaged tea bécome mote and
more popular, the trade should be encouraged to také’ over
the publicity work from the Board. Ultimately it will be the
seller who will know best how to advertise.

2
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The Committee feel that oversecas Tea Centres, while . providing an
opportunity to overseas consumers for sampling of tea, have a limited
scope for the propagation of Indian tea. As pointed out at the Tea
Seminar, they are capable of reaching only a very small percentage of
overseas consumers. A chain of tea centres to reach a larger section of
the consvming public may not be feasible particularly as overseas markets
are vast and far-flung. For these reasons, the Committee feel that the
stress in overseas tea promotion should be on other advertising media.

The Committee note that the Tea Centrcs at London and Edinburgh
have been continuously- running at a loss. During the last three years
ending 1968-69, these two centres have run up a deficit of Rs. 24.47
lukhs: their takings have also progressively been coming down. The
Commitiee see no particular reason why these centres should continue,
particularly, as in UK., as pointed out in an earlier Section of this Report
the scope for augmenting tea consumption is limited. The Tea Board
themselves would appear to be entertaining doubts about the need {or these

centres. The Committee would like Government to come to an early
decision about closing these centres.

The Commitiee would also like to stress that where tca centres are
run overseas, they should be run not in established markets but in emerg-
ing markets in developing countries which present real potential.
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The Committee would like the Tea Board to keep tea production in
the country under continuous watch to ensure thag target of 460 million
Kgs. by 1973-74 is achicved. In any scheme for additional production,
the ‘demands for production of quality teas, must receive priority as cardier
suggested by the Committee. Green tea is another item for which mar-
kets are emerging in the Middlz East and some other countries. Since
the type of tea required for producing green tea, which is in demand in
Maracco and Algeria is available in abundance in Assam and North
Bengal, Kangra and Himachal Pradesh, the Tea Board should make avail-
able to the planters the necessary process and machipery to manufacture
green tea. To master the prooess, if necessary, arrangements should be
made to train onc or more persons in Japan or some other country pro-
ducing superior type of green tea.

Pests are at present causing an estimated annual loss of 10 per cent
of the crop. The data furnished to the Committee indicates that the
main formulations for pesticides are being imported. In respect of weedi-
cides also, the country is depcndent on one patented imported product.
Thc question of development of adequate indigenous substitutes must be
putsued by Government, in consultation with CS.LR, or the Tea Research

Associations. ,

‘The Committee note that there is some difficulty in obcaining addi-
tional land that the gardens require for tca production. This is a ques-
tion which will have to be decided by Government of India in collabora-

§9
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tion - wnh State Govemments, on a scheme of clear cut pnormw, after
takmg note of the need for augmenting cereal production,

“The ‘Committes note that a preliminary snrvw by the Tea ‘Board: has
revéaled ‘that about: 16 per cent of the bigger- estates are uneconomic. The
matters neéds closer -study, particularly in areas where quality tea is being
produced.- A selectivé liberalisation of the terms of-the vatious Planta-
tion Finance Schemes in favour of -these - arsas might menit the - closer
attcnuon of Government

Spemal stcps would have to be taken by Goverament. to ameliorate
the lot of small tea.growers in Nilgiris, Mandi and Kangra. The -Com-
mittee note that the organisation- of -co-operatives in- Nifgiris has :helped
to. better -the situation and that the establishment of -some -more:.co-
operatives is under way. - In the light of this: experience, the Committee
would  like: Government to consider the organisation of cooperatives: in
other arcas- also.- . Adequate guidance should:be given to these: coopefa-
tives.-so. that they conld function as viable units. -

“The Committee feel that the admmlstration of the Tea Plants_aﬁpy_l
Scﬁemc needs to be gre‘atly improved. TRt '

In {he first placc &he -sgreening -of - apphcanons recuved from :l'ca
Estates for loans under the scheme has been taking a long time. Thé
data furnished to the Committee shows that 47 applications for loans

“amounting to Rs. 2.18 crores were pending as on 31st March, 1969,
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39 of-the applications were pending for over three months and the remain-
ing 8 for over six months, - The delay in clearing these applications . has
resulted in a substantial part of the annual allotment made for the scheme
remaiping . unutilised every year since 1962-63 when the scheme was
stagted:- As-a. eorollary, there has-also been a shortfall in. the realisation
of the targets.set-for the schems. -Qver the three years ending 1968-69, for
instance, Ter. Gardens -could do fresh plantings only on 2,221 acres as
aga.mst 3,227 acres . that. should have been: covered wndef: the sgheme. ..

Seoondly, the dutnbutlen of ﬁnancnal assistance under the scheme has
been rather uneven: Up to the end of 1968-69, 119 Estates were sanc-
tioned loans.amounting to Rs.-5.34 crores under the scheme. 61 of these
Estates ‘were: controlled -by 18 Managing Agents/Owners,: each having -two
or.more Estates.- The number of  Managing Agents/Owners who con-
trolled- five or more. Estates ‘was-4 and the Estates under their comrol
totalling .31, were sanctioned loans amounting to Rs. 1.5 crores. The
Commiteee- are not, happy that loans under-the scheme went to a- small
mmom.y of Tea Estate integests. .

Tbe Gomtmttae ‘would like Govemment to investigate t‘\e workmg of
the scheme to ascertain, with reference.to the applications: cleared, those
kept pending and those rejected, whether the scheme has so far heen
impastially -administered. Necessary .corrective action should be taken
thercafter, :Another point which calls for immediate rectificatory- action
is that the scheme, at present formulated, has left the weaker section of
the industry at a disadvantage. Thc Borooah Committee had drawn
Government’s attention to this point and it was stated during evidence

¢9
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that Government were proposing to liberalise the terms of the scheme
to remove this anomaly. This should be done expeditiously.

The Replantation Subsidy Scheme will provide some incentive to the
Tea Industry to replace over-aged bushes on account of which production
and quality of tea have suffered. The Committee would, however, like
the Tea Board to devise appropriate checks to safeguard against misuse
of the assistance under th: Scheme. Inspections for purpose of grant of
assistance are now conducted by inspectors chosen from a panel, which
the Committee understands consists of tea planters. The Committee
consider it essential, with a view to safeguarding Government’s interests,
that knowledgeable officials from the Tea Board should also be associated
with the process of inspection.

The Committee note that all the four tea centres at present being run
by the Tea Board in India are sustaining a loss. These bars were opened
as part of a tea promotion campaign in the country which has now been
stopped. The Committee would like it to be considered whether all or
some of these centres could be closed or made over to cooperative orga-
nisations of workers, as has been done in the case of coffee houses which
were run by the Coffee Board.

The Committee also note that some staff of the Tea Board rendered
redundant as a result of discontinuance of tea propaganda in the country
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are still to find gainful employment. An expenditure of Rs. 30,000 per
angum is being incurred by the Tea Board on their salaries. The Com-
mittee would like the Board to take early steps to correct this position.

As the grants were given to educational institutions in these cases with
a view to providing educational amenities to the children of tea garden
employees, the Committee would not like to pursue these cases further.
The Committee would, however, like to point out that in as many as 13
out of 35 cases, where the institutes were given grants to build hostels to
provide reserved accommodation for children of tea garden employees,
not a single reserved seat was utilised. The Committee would like the
Tea Board to investigate why the facility provided at the institutions to
children of tea garden employees remain unutilised. This points to the
need for greater care in screening proposals for these grants in future.

The Committee feel that the requirements of co-operative tea socie-
ties were not properly assessed before releasing funds to the bank for
grant of loans to the societies. A sum of Rs. 5.6 lakhs representing provi-
sion for pesticides remained completely unutilised by the societies and
it took nearly 9 months for the Board to withdraw this unutilised amount
from the bank. The Committee trust cases of this type will not recur.

The Committee would like Government to take suitable steps to en-
sure that the State Governments refund immediately unspent balances of
welfare grants amounting to Rs. 70,122, which have been retained by
them for about 10 years.
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