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ABSTRACT 
In India, millions of people are dependent on tea industry; directly and indirectly. Tea is a labour intensive industry and provides jobs in remote rural areas. Assam 

is the highest tea producer in India, producing 52 per cent of total production. However, due to weak international and auction (national) prices over last few 

years, a worldwide tea sector crisis have been observed, which is felt at its worst in Assam also. Low prices affect the sustainability of tea sector along with the 

livelihoods of plantation workers and small growers in tea producing regions of India. Contrary to this, tea trading and distribution is dominated by few 

companies that are highly benefited from stable retail prices. In this paper, an attempt is made to highlight the problems faced by Indian tea industry in 

marketing field. The results of this study reveal that only effective marketing policy will help Indian tea industry to overcome the present crisis. 

 

KEYWORD 
tea industry. 

 

INTRODUCTION 

he credit for creating India’s vast tea empire goes to the British, who discovered tea in India. The Tea Industry is one of the oldest organized firm sectors 

with a large network of tea producers, retailers, distributors, auctioneers, exporters and employees. India is one of the world’s largest producers and 

consumer of tea, which accounting for 27 percent of the world production and around 12 – 13 per cent of the world Tea export. It is directly responsible 

for economic and social development in far-flung areas where almost no other economic activity exists (Sahu, 2004). Tea industry gives a prestigious identity to 

India as well as Assam in the international platform. India’s large Tea plantations are mostly concentrated in Assam and North-Bengal.  

Tea industry is very much effective in developing basic infrastructures of the producing country like road and railway communications, development of 

waterways, postal and telecom service, etc. in the far flung areas where tea cultivation was taken up. The industry plays a very important role in employment 

generation in countries like India, Kenya, Vietnam and Indonesia. In India, tea industry provides direct gainful employment to 1, 25 800 families and another 10 

million people are indirectly related with it (Kadavil, 2008).  It is estimated that 10 per cent of Kenya’s population entirely depends on tea industry. In Vietnam 

and Indonesia, more than 4, 00, 000 and 3, 50,000 people respectively are directly working in tea sector. Tea industry is also a very important foreign exchange 

earner to the producing countries like Kenya and Sri Lanka, having tea export value more than US$ 655 and US$ 830 million respectively during 2006 (Wal, 

2008).  

Indian tea industry remains the largest tea producer till 2005. China, India, Sri Lanka, Indonesia and Kenya are the major global tea producers. Presently India 

holds the second position after China in production (Fig 1). 

 

FIG 1: TEA PRODUCTION BY MAJOR PRODUCER COUNTRIES (1985 - 2010) 

 
Source: Tea Board of India. 

It is observed from the table (Table: 1) that during last sixty years, Indian tea industry witnessed an increasing trend in area under tea and yield. In this period, 

area under tea and average yield per hectare increased 65.18 per cent and 83.88 per cent respectively. Until 1990, yield per hectare tea was increasing at a very 

faster rate; later on, yield had shown a decreasing trend. 

 

TABLE 1: AREA AND YIELD OF INDIAN TEA INDUSTRY (1950 - 2010) 

Year  Area (in 000’ hectares)  Absolute increase Yield (kg/hectares)  Absolute increase  

1950 316 - 881 - 

1960 331 (+) 15 971       (+) 93 

1970 354 (+) 23 1182        (+) 211 

1980 381 (+) 27  1494        (+) 312 

1990 416 (+) 80 1731        (+) 237 

2000 504 (+) 88 1679 (-) 52 

2010 522 (+) 18 1620 (-) 59 

Source: Various issues of Tea statistics, Tea Board of India, (+) = increase, (-) = decrease 
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TABLE 2: SHARE OF INDIAN TEA IN WORLD PRODUCTION (1961 - 2010) 

Year Quantity in million kilogram 

World  India  India’s percentage share to world  

1961 851 354 41.6 

1971 1348 435 32.27 

1981 1884 560 29.7 

1991 2639 754 28.57 

2001 3073 848 27.6 

2002 3192 854 26.7 

2003 3216 878 27.3 

2004 3328 893 26.8 

2005 3468 945 27.2 

2006 3579 981 27.4 

2007 3796 986 25.9 

2008 3864 980 25.3 

2009 3931 979 24.9 

2010 4066 966 23.75 

Source: Tea Statistics, Tea Board of India, 2011 

World tea production has increased by 377 per cent during the period, whereas India’s production enhanced by 172 per cent only. India, the second largest tea 

producer of world produced 966 million kg of tea in 2010, which is 23 per cent of global production. 

There are sixteen tea-producing states in India, divided into two regions - North and South India. Assam has the highest area under tea and it has the pride of 

world’s largest tea producing state. Assam not only produces around 50 per cent of the country’s total production, but also employs about 12 lakh people 

(Choudhury, 2006).  

During last few years, Indian tea industry is passing through serious crisis. This crisis is worst felt in marketing field. Limited big buyers or companies are the 

major players in Indian tea market. These players have their own network of sales all over the country and export tea after blending. Therefore they collect all 

the profit margins from production to auction and then to marketing and retailing (Baruah, 2008). Tata Tea, Eveready Industries (Williamson Magor) etc. are 

such powerful buyers having enormous influence on the market and price of tea. Hence actual growers (producers) can do nothing regarding the prices of their 

own tea. Problem with the tea growers is that they can not hold on to their stocks for a long time. Ultimately they have no alternative but have to satisfy with a 

lower price fixed by the big buyers. This is a major problem faced by the Indian tea producers and its impact fall upon not only on the production but also on 

common consumers.  

There are some other problems related to tea marketing. In India we had the Tea Marketing Control Order, 1984 under which 75 per cent of the tea produced 

had to be compulsorily auctioned. Now after the abolition of compulsory auction in 2001 about half of the quantity of tea is privately sold. According to media 

this generates black money (Choudhury, 2006). Uncertain price and uncertain returns lead to less investment in tea production. Quality improvement and brand 

identity are the basic necessities of Indian tea. Because another burning problem arises in the tea market is maintenance of international standard on the quality 

(pesticide control) of tea. Indian teas also face such pesticide residue problem in recent years, which affects in its position in international market. But testing 

and conformity assessment for these standards are difficult and expensive. The cost required for the test is roughly US $ 234 per analysis. When Brook Bond was 

the only packet tea manufacturer, it used to offer margins of around 4 per cent to grocers. But now when a large number of packet teas are available from 

various brands, grocers are being offered a margin of around 6 per cent (exclusive of other promotional schemes given to them). Therefore grocers are willing to 

keep branded tea only. This also leads to increase in cost for all other small and medium tea manufacturers to maintain a brand to compete with the already 

established brands in the tea market. New packaging trend is also a growing problem among small and medium tea producers. Today, consumers are attracted 

towards improved and profitable packets of tea. Especially in rural areas people can not effort a big packet having ½ kg or 1 kg tea. So they will prefer mini 

packets of 100gm or 200gm tea. Declining market price and increasing cost of production leads to decrease in profit margins. In recent years, some soft drinks 

and some melt based beverages such as Horlicks, Bournvita etc. are capturing some portion of tea market for their functional benefits and in the name of 

fashion. So it is difficult for a tea producing country to hold a particular section of buyers as regular consumers.  

 

THE OBJECTIVES OF THE PRESENT STUDY ARE: 
1. To observe the present status of Indian tea industry. 

2. To highlight the difficulties faced by Indian tea industry in marketing field.  

3. Suggest measures to overcome these problems of Indian tea industry. 

 

RESEARCH METHODOLOGY 
This work is primarily an empirical enquiry of the marketing problems faced by Indian tea industry. The study is mainly based on secondary data. Sources of data 

are related books, published literature of the plantation companies, associations, journals, reports published by different organizations (public and private) and 

websites. While studying the status of Indian tea industry, emphasis was given to understand the problems of marketing. 

 

FINDINGS OF THE STUDY 
In spite of its importance tea plantation industry of India is going through crises face since 1990’s. The industry has witnessed many structural changes during 

recent years, which includes – emergence of small tea growers in place of large plantation, introduction of bought leaf factories (BLF); crisis has led to the 

closure of tea estates (20 in Kerala, 30 in West Bengal, about 70 in Assam has close down since the late 1990’s). It is estimated that more than 60,000 plantation 

workers have lost their job since 2002 and livelihood of tens of thousands more are threatened. On the plantation that remains open, workers are suffering 

wage cut, tougher picking demand, job insecurity and the casualisation of work applying living and working condition etc. In early 2005 the tea industry 

witnessed major companies withdrawing from production and concentrating on the packaging/ retailing sector (e.g. Tata. Tea, HLL etc in India). They intend to 

focus on brand building business and on exploring the market substantially, rather than on the plantation business, which is a low margin segment. 

The tea industry in this country has some inherent weaknesses – due to poor yield arising out of poor condition of the garden (old ages of bushes with more 

than 30 percent of the tea grown areas being above the economic threshold age limit), defective auction mechanism, old factory setup (which affecting tea 

quality and price realization), poor garden management, frequent changes of garden management/managers, in-experience people has taken charge of these 

gardens (who has no previous experience in tea cultivation and interest in plantation business, being mostly traders, who took control over the gardens with 

their money power) and the management’s excessive reliance on bank-debts with negligible fresh equity infusion. In some of the gardens, the neglect has been 

due to ownership disputes and diversion of funds from tea gardens to other activities and in many cases strained relationship between management and garden 

workers (ICRA study 2007) has acted as a fuel to the fire. 

At the market, the rising competition at domestic as well as international front has deepened the crisis of tea industry of India.  The changing world order of last 

decade has left its own impact on the industry.  The first, second and the third world are moving towards free globalized economy, where free trade (with WTO) 

and free flow of investment funds are the order of the day.  Consumerism has taken the front seat, moreover developed world are moving towards healthier 

products and quality assurance which put pressure on the export of tea from India.  
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India, par capita consumption of tea among the lowest 64 grams, but in volume terms India is the largest consumer.  Since 1970 country has became the largest 

absolute consumer of tea after UK.  Larger domestic demand has given a new direction to the tea industry in the resent years.   

 

CAUSES OF THE CRISES 
Despite India’s historical success with the tea industry, in recent years, the industry has faced serious competition in the international and national market which 

has lead to the present crisis.  Many factors have been cited as causing the crisis in the Indian tea sector – since the late 1990’s.  Analysts agree that the 

dramatic fall in prices is one of the most significant causes of the crisis.  The worst affected have been plantation workers and small growers; the poor 

performance in price front, has seen the closure of tea estates that employs thousands of workers and of factories (BLF) to which small growers might sell their 

products.  The fall in tea prices in India, are being driven down by many factors: 

 

CHANGED GLOBAL POSITION FOR INDIAN TEA 
The decade of 90’s has been quite depressing for the Tea Industry in India (Asopa, 2007). The major cause of depression in the industry was due to decline in the 

international demand of Indian tea.  The traditional markets of Indian Tea, USSR and UK have drastically reduced import of Tea from India. Changed global 

situations like disintegration of USSR, new WTO agreement, globalization of most developed and developing markets, etc. are steadily turning adverse to India. 

Indian tea lost its competitive advantage to other countries on account of high cost and poor quality.  But one new development has given some ray of hope to 

tea industry as India has become the largest consumer of tea next to UK.  

 

DEFECTIVE AUCTION SYSTEM 
India’s tea market is facing yet another paradox which could be explained in terms of glaring gulf between the price charged by dealers and retailers (Choudhury, 

2006). A 2005 report for the International labour organization (ILO) notes that the large tea companies are benefiting from fall in auction prices and rise in retail 

prices for tea “This widening gap between consumer and auction prices……is cutting into the margins realized by the tea producers but is not being passed on to 

the consumer in the form of lowered tea prices” (Goddard, 2005). Price paid to plantation and small tea growers have fallen since 1998, retail prices for tea have 

increased. Average price for medium quality tea sold in Indian market increased from Rs.85-90 per kg in 1999 to Rs.120-140 per kg in 2005 and it is continuing to 

rise. 

Many Industry insiders also believed that, the large buyers have co-operated on the auction floor to keep tea price low. The process the broker follows is “they 

first buy privately, using that they suppress prices in the auction.  Then they go back to private sales…..and the sellers come back to them again, thinking that 

these are better prices” (Goddard, 2005).  

The large buying companies use their market power (as they have their own network of sales and marketing all over the country and exported tea after 

blending) to push down price and took the advantage of depressed market to pay low prices; they are clearly benefiting from the current situation. Hindustan 

Lever, Tata Tea, Williamson Magor, etc. are such powerful buyers having enormous influence on the market and price of tea in India in general and Assam tea in 

particular. These big tea companies which are in monopolistic competition in consuming countries always try to stabilize prices (Asopa 2007). 

 

OVER SUPPLY LEADS TO POOR PRICE REALIZATIONS 
The price of tea has been in long – term decline while production costs have risen, putting pressure on tea growers and working condition of labourers. The 

decline in prices has been primarily due to growth in production in the face of sluggish demand. Low prices for tea are generally passed on to the plantation 

workers in the form of low wages and withdrawal of basic facilities like food, health, education, etc. given that it is easier to cut cost by reducing labour cost (as 

the labour are weak in bargaining power) than raise tea price (impossible in the competitive market economy) and in most of the cases producers have to 

remain competitive by lowering wages. Major causes of poor price realization are due to following reason: 

• Competition between producing countries for a share of the world market was one of the major causes of poor price of Indian tea. World production of tea 

is fairly diversified and not concentrated in a particular area.  Presently 36 countries of the world produce tea and many of them are big producers who 

prevent the establishment of a monopolistic leader, which ultimately allows fair and free competition.  

• Demand for tea is rising very slowly (1.5 - 2 %) therefore the only way to increase market phase of export by a country is at the expense of competitor.  

• Tea is a perishable product which deteriorates its quality and flavors very quickly. Therefore it is frequently necessary to cut prices to clear stocks. Tea 

producers have to stay in market despite cut in prices of their produces as they have invested a huge sum of money. 

 

DEFECT IN MARKET STRUCTURE 
The tea value chain comprises all the stages from green leaf production from the bushes to finished product and sale to the customers. Value is added to the tea 

leaves at each stages of the supply chain, each with associated cost (SOMO-2008). This includes the cost of plucking and sorting, factory packing, internal 

transportation, ware housing, sales changes (auction or direct sale), freight, insurance, interest, blending, packaging and retailers sales  cost etc. In general most 

of the agricultural produces, value addition is done at the downstream in the higher processing and retail stages of supply chain – this is also true with tea. This 

part of the value chain is control by a handful multinational tea packers and brokers (SOMO 2008). Concentration is extremely high in the downstream of tea 

supply chain where 90 percent of western tea trade is controlled by 7 (seven) MNCs, 85 percent of world production is sold by these MNCs. (List 1) As a result, 

these MNCs can considerably influence world retail price.  

 

RISING COST OF PRODUCTION 
While market prices for tea have been falling, the cost of production has been on the rise in India, putting downward pressure on profitability and income. One 

factor which is closely related to the cost of production is, of course, productivity in terms of volume per hector which is affected by change in climate, soil 

fertility, age of the tea bush, high over-head cost, poor agricultural practices etc. The stagnation in productivity in many big estates is compounded by high land 

labour ratio. Productivity declined in India from 1996 to 2005 in the large gardens.  

Labour cost accounts for around half of the unit cost of production and approximately 55 to 75 percent of that labour cost is on plucking. High fuel (electricity a 

goal) cost, dilapidated infrastructure including transportation and unstable law and order situation in and around garden area etc. result in high cost of 

production.  

Field and factory worker’s productivity is also considered low in India. The impact of social cost (health, food, housing, water etc.) in the large estates in 

percentage terms works out to about 5-8 percent of the total costs. It implies an additional Rs.4.12 per kg for manufactured tea in NE Region of India and Rs. 

3.44 per kg in South India (SOMO-2008). Therefore it is assumed that around 80 per cent of the cost of production goes towards fixed expenses like fuel, power 

and labour. 

Inflationary pressures are now pushing up these fixed costs further. Labour unrest is another major problem faced by planter/estates. Looking into the 

profitability of the industry at the current price, does not provide the way to meet these costs. Rising costs and low productivity can have negative consequences 

on social and environmental aspects of production (sustainability problem), if these costs cannot be passed on to the ultimate buyer.  

 

RECOMMENDATIONS 
1. Indian tea industry is passing through multidimensional problems. The origin of these problems is poor price realization by the growers for their tea. In 

India, auction is the preferred channel for tea marketing, which has many inherent drawbacks. Heavy reliance on brokers is the main cause of doubtful 
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price realization in auction. Therefore, to achieve best return from their produce, growers have to take up the issue of effective marketing. They should 

redesign their market strategy to suit the market requirements of 21
st
 century.   

2. The colonial traders had complete control over tea trading (from production to sell) in India until the country got independence. They had their own 

favorable procedure of selling tea i.e. auction. These traders were least concern about the issue of marketing due to higher demand for tea in those initial 

days. After independence, Indian tea industry was left to big corporate houses and traders. Market liberalization has shown its impacts. However, no 

change was seen on the marketing channel followed by tea growers. They did not opted for any new system of marketing but follow the traditional 

method for their tea. However, to fit in the prevailing liberalized world, tea producers must concentrate on effective channels of marketing, which will 

ensure better price realization and high profits.     

3. The findings of the study reveal that Indian tea industry is facing several problems in the international market. Emergence of new competitors and 

withdrawal of quota system in tea selling has negative impact on Indian tea. Therefore need arises for the Indian producers to prepare themselves as a 

strong competitor equipped with all the required efficiencies. In India, producers are selling their tea. Limited number of big traders does marketing part. 

To survive in this competitive world, producers must think beyond the traditional practices and they should try to be an active marketer themselves.  

4. Today, in this globalized economy; competition is increasing among tea growers. India is loosing its global position and low export share pushed down the 

country to fourth in the international market. Hence, improvement of supply management of tea and integration with global tea marketing network will be 

beneficial for promotion of Indian tea. Producers should reduce selling and marketing expenses by selecting and using proper marketing channels. Proper 

distribution of tea in suitable market will be fruitful for the industry.  

5. Most of the tea producers of Assam do not have their own brands. As Mark Kibblewhite has mentioned in the Global Tea Congress at Tocklai Tea Research 

Association, Assam tea has good demand in U K, but it does not have any particular brand to represent itself and not easily available in foreign retail 

markets, which reduces a portion of its consumers. Therefore, proper branding of Assam tea is urgently required to fulfill international as well as domestic 

demand. 

6. It is observed that despite the large number of tea estate in India, well known brands (national /international) by the names of the actual producers in the 

real scene is lacking. This is because the producers from the inception of the tea industry in India did not shown any interest in product marketing. 

Therefore till date, no proper and efficient distribution and marketing chain has been formed. The future development of the producers will need 

integration with the market.  

7. Addressing the issue of low marketing practiced by the Indian tea industry, the industry can be more responsive to the market needs and surge ahead; the 

study found that most of the people in the tea industry have limited experience outside the “traditional tea cup”. They should come out of the old thought 

and face the market realities.  

8. Place the product ‘Tea’ in its ‘life context’. The average retailer has over 1000 product lines and the average consumer uses over a 100 product lines in a 

day. Tea is just one of them and needs to fit into the ‘life’ of the retailer and the consumer. 

9. Earlier 80 per cent of the Indian tea was sent to export, but now situation has a complete opposite picture. India consumes more than 80 per cent of the 

total annual tea production locally. Therefore, producers must try to realize the needs of domestic market, rather than international market.  

10. India has a huge domestic market of tea, which is expanding every year. The rate of growth of tea consumption in India is higher than growth of tea 

production. Possibility is coming when demand for tea will overcome the production. Hence, producers have to give more emphasis on production growth. 

Vigorous efforts have to be taken by the industry to meet at least domestic demand of tea.    

11. European countries were the permanent buyers of Indian tea and they had purchased a sizeable amount of India’s production. With the collapse of USSR, 

India lost a regular market for its tea. Now majority of tea produced in India is retained for home consumption. Therefore, Tea producers have to devote 

considerable time and resource for marketing their product to reach out expectations of the consumers. 

12. New producer countries are competing in the tea market with better quality tea. India is not equipped with strong quality or competitive price for 

participating in this competition. Since last 170 years of the industry, India has not witnessed any major infrastructural development in tea plantations and 

in tea producing regions. Hence, it is difficult to survive in the global competitive market with outdated technologies and Indian growers should 

concentrate on domestic market only. 

13. Indian tea growers always enjoy a readymade market established by British. However, in the recent past, due to over supply of tea against demand the 

market strategy has shifted from the seller market to the buyer market. Therefore, the grower must recognize the new challenges of the market and 

implementation of new marketing strategy must be ensured. 

 

CONCLUSION 
No doubt the tea industry is an important source of revenue for India. But it can be fruitful for the economy of India as well as Assam only through proper 

marketing channel. Only production and consumption can not give benefit to the economy. To a great extant, economic growth of a country depends on the 

performance of marketing activities which stimulates the demand for goods and services and leads to higher production. Production may be the door to 

economic growth of an underdeveloped and developing country, but marketing is the key to economic deadlock. Marketing also helps in the development of the 

standard of products and services and also increases the standard of all fields. But no definite guidelines are found from market. Though export market of tea is 

loosing its position, the next alternative will be domestic market which has a trend of increase in demand and dominated by some Branded products which are 

the market leaders. India has a large domestic market which is expanding day by day. It is difficult to monitor tea consumption in India for its large market size. 

Competition is strong in the domestic market also. The reason for enormous domestic consumption is not due to a high per capita consumption but because of a 

huge population. This domestic market should be the basic platform for the Indian tea growers (small and medium). Also to be competitive in the world market 

the only way will be the strong marketing bond and marketing is the only weapon for India to face the problems of tea industry. 
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ANNEXURE 
LIST 1:  MNCS DOMINATE THE GLOBAL TEA MARKET 

1. The companies dominate the Tea trade at the global level 

� Unilever ( Brooke Bond, Lipton / Unilever Trading Company UTC, UK- The Netherlands) 

� Van Rees (Trader/ Blender, Supplying many packers, part of Deli Universal Corporation, Netherlands ) 

� James Finlay (Trader, Producer, Packer, UK) 

� Tata Tetley / Stansand (Producer, Trader, Packer, UK) 

2. Important Tea Packers in the World 

� Unilever (Lipton is a very strong brand with a world market share of 10 %) 

� Tetley (Tata Group) 

� R. Twinings ( Associated British Foods) 

� Ajeepay Group (Typhoo tea) 

� Ostfriesche Tee Gesellschaft OTG: Major German company which also has activities outside Germany 
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