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Around ten of the tea gardens in North Ben-

gal are totally closed now. Most of the Dun-

cans’ gardens are disfunctional, although not 

officially closed. Since the beginning of last 

year, the payment of wages, delivering food-

stuffs got irregular and then in April every-

thing stopped. Within a few days functioning 

of the gardens ceased to continue. Some two 

or three gardens were made to run for some 

days meanwhile, but stagnancy restored 

soon. A similar situation like that of Duncans’ 

gardens is prevailing in the Alchemist owned 

gardens in hills too. But Duncans attracted 

the limelight as it was known as an esteemed 

company in the tea belt of North Bengal even 

some years back. In all aspects like number of 

gardens or productivity or in yield, Duncans 

were among the champions. Even if we con-

sider the payment of workers’ dues, Duncans 

wasn’t as such poor in it. How come those 

gardens deteoriated in such a way was un-

believable, especially while the tea market 

is pretty booming. Now, from children to el-

derly people are going to the rivers for stone 

crushing job, some moving to other gardens 

in search of contractual work, or some are 

heading to the nearby towns to manage jobs 

in construction sector. All are worried about 

minimal subsistence. But those provisions ar-

en’t abundant too. It came the dry season in 

winter and there were no jobs in other gar-

dens. Many are migrating to other states in 

search of jobs. But there is uncertainty over 

there too, many even got lost. Simultane-

ously increasing is the drop-out of students 

and possibility of their distraction. Human 

traffickers, especially women traffickers are 

getting active day by day. None of the gov-

ernment admits, the present one too didn’t, 

that malnutrition and starvation is looming 

large over the closed gardens. They only goes 

on uttering their relief work. But the news-

papers are carrying on reporting of the rally 

of deaths. 

In this context, some social activists, 

bearing the oath to extend solidarity with 

the far and near struggle of the workers, con-

ducted a survey in the Duncans’ gardens in 

the months of October-November of last year. 

Along with that relief and medical camps 

were also organised in closed and disfunc-

tional gardens. That very survey revealed 

many a new clues to hitherto unanswered 

questions on the one hand, while ignited the 

impetus to go deeper into the problem, on the 

other. Intense study and tracking of statistics 

followed. We felt that we should share what 

we summed up and get enriched in recipro-

cation. This very booklet is the result of it. 

While these processes were ongoing, mean-

while Chaay Bagan Sangram Samity (Tea Gar-

den Struggle Committee) was formed. This is 

a platform to accomodate people from differ-

ent strata in the struggle of the tea workers. 

The responsibility of giving this booklet a 

shape was gladly taken up by Tamas Ranjan 

Majumdar, Professor of Economics, Universi-

ty of North Bengal. All of the people involved 

in writing and publishing this booklet are 

our friends in struggle. So expressing thanks 

would trivialize them. We want our readers 

to be of the same kind too. There ran a phase 

of exchange of opinions, discussions and de-

bates while we were preparing this booklet. 

We expect that a similar phase will come af-

ter this booklet reaches the readers. We are 

hopeful that many of the readers would join 

us too in the righteous path of struggle.
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M/s Duncans Industries Ltd (DIL) is one of the major group 

companies of G P Goenka-headed Duncan Goenka Group of 

companies. It has been promoted as a public limited Compa-

ny on 30.7.1993 under the Companies Act, 1956. Following its 

promotion, the DIL has mainly been engaged in Tea and Urea 

(Fertilizer) business. These apart, it also trades in rice. The fer-

tilizer complex for manufacturing of urea is located at Uttar 

Pradesh. The company controls a number of tea estates and 

processing factories all of which are situated in West Bengal. 

Notably, DIL or its predecessors has been in the tea business 

for more than 150 years. It had taken over tea plantations 

from the erstwhile Scottish company Duncans Brothers Lim-

ited which was synonymous with the tea production in India 

during the colonial period. This legacy is carried on even today.

The turbulent time in DIL’s business had its inception as early as the 2000s when it was put under severe 

economic stress due to diverse financial complexities. In financial terms, the erosion of financial position 

of the company could be described in terms of negative net current asset as well as negative net worth 

for consecutive years as reported in company’s balance sheets. The persistence of prolonged uncomfort-

able liquidity position had eventually led the company to seek redressal from BIFR (Board for Industrial 

& Financial Restructruring) within the provision of the Sick Industrial Companies (Special Provisions) act 

1985 in 2006 presumably under the pressure of its equity holders and creditors including scheduled com-

mercial banks and individuals. According to BIFR, the financial problem of the company could have been 

attributed to three main reasons: (i) the continual losses in fertilizer plant and its closure in March 2002 

resulting from downward revision of concession (subsidy) price of Urea by Government of India in 2002; 

(ii) severe shortage of company’s working capital resulting from locking of funds in subsidy overdue to 

its fertilizer plant as well as escalation in the input cost of urea production as a result of increase in price 

of naphtha; (iii) recessions in tea industry during that time. The intention behind seeking intervention 

of BIFR seems to be bringing the company under Corporate Debt Restructuring mechanism which would 

enable the company to avail the benefits of “hair cut” from financial institutions including banks and 

infusion of fresh bank debts among others.

After scrutinizing the company’s referral in a hearing held on 31.03.2007, the BIFR had declared it 

as sick industrial company. Following this declaration, the BIFR appointed SBI Capital Market to study 

the viability of the company and the study report found it feasible. Subsequently, it prepared a revival 

scheme for DIL for its operation. The rehabilitation scheme, inter alia, envisages de-merge of the fertil-

izer undertaking from the regulation of DIL, leaving the tea division in residual DIL. The tea division of 

DIL
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Following the split in business of Goenka family in 1979, DBL was owned by Mr. G P Goenka, the youngest 

son of Keshri Prasad Goenka and subsequently, he took over as Chairman of the company in the same year. 

Since then, he continued to remain in the post until recently. In 1977, Birpara Tea Company was renamed 

as Duncans Agro Industries Limited (DAIL) when a few tobacco companies were amalgamated with it. In 

1993, the Duncan Goenka group ventured into the fertilizer industry by acquiring Chand Chhap Fertiliz-

ers and Chemicals from ICI India and brought it under DAIL. In the same year, Mr. G P Goenka promoted 

Duncans Industries Limited (DIL) and the Tea Gardens and Tea processing factories were acquired by DIL 

on merger of erstwhile DAIL in the same year. In the following year, the fertilizer company was merged 

with DIL. Again in 1999, Goenka’s five group companies viz. Keya Trading, Krish Management Services, 

Field Investments and Quandong Investments have been amalgamated with DIL. It is to be noted that the 

neither of the companies brought under DIL through amalgamation since 1999 have any involvement in 

agro-based manufacturing activities like tea, fertilizer or tobacco production. On the contrary, these newly 

brought companies are mostly engaged in diverse business operations including real estate, financial in-

termediation in diversified capital markets, logistic business, trading business including rice trading etc.

The experts who keep a close look on modus operandi and fol-

lowing of business model of corporate business houses in India 

are of the opinion that what makes Goenka family very special in 

the corporate environment is their relentless bid for take-overs 

which it considers to be the principal apparatus to expand its 

sphere of business territory. The Goenkas perhaps believe that 

the successful negotiation of take-over deals is the best means 

for fastest way to grow and out-compete the rivals. The list of 

such take-overs is numerous and it covers diverse areas of cor-

porate business. This is distinctly evident from the fact that in a 

quick succession of time they raced ahead of so many other cor-

porate competitors and occupied third position in the corporate 

acquisition bids. They are behind only the Tatas and Birlas who 

can hardly match the Goenka growth in as short a time span 

as 25 years, even if they started their businesses several years 

ahead of Goenkas. Thus, the Goenkas are synonymous with tak-

ers of languishing companies in the commercial world. Observ-

ing their position as the unchallenged bidder of the corporate 

take-overs, it is often said by the experts in corporate affairs that 

that they are truly take-over wizards in the commercial world. 

It is perhaps the pursuance of this kind of dicey business model 

of quick back return which has portably led DIL to take recourse 

to financial malpractices by means of draining of revenues from 

one industry and siphoning off them to other industries no mat-

ter the industry from which revenues are earned and transferred 

is left out in a position of ruination and financial bankruptcy. 

What makes 
Goenka family 
very special in 
the corporate 
environment 

is their relent-
less bid for 
take-overs.

DIL still continues to be a sick unit listed with the BIFR. It is to be mentioned here that the BIFR revival 

package is unable to produce any fruitful outcome for the ailing tea gardens of DIL. Even if the package is 

in place, the company has accumulated mounting dues on salary, wages and statutory benefits payable 

to thousands of its workers and employees. Besides this, there are alarming reports of growing number 

of starvation deaths among the workers. This annoying situation has presumably led the Union Com-

merce and Industry Ministry to issue a notification in order to authorize the Tea Board to take control 

over management of a number of Duncans –owned tea gardens. It has been mentioned in the notifica-

tion that “the tea gardens are being managed in a manner highly detrimental to the tea industry and to 

public interest”.

 Business History of Goenka Family

At the outset, it may be mentioned that the Goenka family has stepped into tea plantation and other indus-

tries with a money lender background and side by side it has a long history of relying on a dicey business 

model of acquisition, merger and amalgamation so as to foster growth in a quick succession of time. It is, 

therefore, necessary to take a detailed account of business background of DIL in order to get some prelimi-

nary idea about the true causes of its sickness apart from much proclaimed cause of sickness of tea industry 

among others. 

The history of Duncans Company had its beginning way back in the year 1859 when a Scottish mer-

chant Playfair Duncan laid the foundation of Playfair Duncan and Company to cultivate tea. The compa-

ny earned reputation for export of high quality tea to a growing overseas market, and within years the 

Duncans became synonymous with the tea production in India (even today, one identifies DIL with its tea 

business). With its success in tea business, the company stepped further to make inroad into jute industry 

with the establishment of Anglo-India jute mill. Subsequently, with the expansion of its business periph-

ery, the name of the company was changed to Duncans Brothers Limited (DBL). It is worth noting here 

that the two undertakings of DBL, viz. tea and jute, had been kept under separate Board of Directors. 

Later on, for smooth running of tea business, a separate entity namely, the Birpara Tea 

Company was formed under DBL. Initially, the plantation companies used 

to meet their financial requirements by raising capital from London 

money market. But with the rapid expansion of tea plantation 

industry towards the end of the 19th century, the demand for 

capital loans also increased substantially. The gap was filled by 

indigenous money lenders who were mostly the cash-rich Marwari 

traders and banias. The tea companies started taking a large part of 

their loans from them. After Independence, the expatriate owners of 

the plantations started withdrawing from India. This indigenous money 

lender class now entered industry acquiring the companies from the re-

treating expatriates. In this process, in the year 1959, the Sri Keshav Prasad 

Goenka, the patriarch of Goenka family, acquired DBL which gained him 

Anglo-India Jute and the Birpara tea companies. This take-over also gave his 

family the identity as Duncan Goenkas. His predecessors were money-lenders 

and ran the Hind Bank in Calcutta. Thus, it is quite clear that the Goenkas never 

took up the task of entrepreneurship building in tea plantation industry during 

the British Raj, and their primary business activity consisted of quick profit 

earning business of money lending and financing. They took least interest in 

acquiring industrial skill vis-à-vis culture in the pre-Independence period.
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The history of tea business of the company is just a repetition of its deceitful business strategy observed in 

other areas of its corporate business. It is for the most part a chronicle of take-overs. As mentioned earlier, 

Goenkas started operating tea estates by acquiring them from the original Scottish company Birpara Tea 

Company (BTC) in 1959. Then they went on acquiring tea estates in all the tea producing regions of the 

state one after another.  Some of the tea estates they acquired afterwards include Hantapara, Dumchipara, 

Gungaram and Bagracote. In fact, right from the instant the highly profitable business enterprise of DBL was 

brought under the control of the Goenkas, its main thrust had been to continue business with the existing 

set up and reap profit up to the maximum possible extent. This is not difficult to see. As for instance, in most 

of Duncans’ tea estates, the factory setups are afflicted with the infirmities of old age. The factory buildings 

have literally been worn out in the absence of undertaking of any visible renovation effort. The replacement 

and Upgradation of production machineries has also been long overdue. Thus, in sharp contrast to the Dun-

cans’ colonial owner who could indeed be designated as a planter in true sense of the term, the Goenkas 

could hardly establish their identity as a tea planter in terms of their business attitude they have so far been 

shown to their premier business venture. Their role is virtually no different from that of the tea trader class 

aiming to appropriate surplus to the largest possible extent and investing little of it to improve production, 

productivity and living condition of tea workers. The present state of condition of the tea gardens under G 

P Goenka-headed DIL is a pointer to it. Thus, it seems that the DIL under Goenka has been maintaining the 

legacy of its image of the pre-Independence period as profit mongering money lender. It has absolutely been 

delivering nothing substantial for plantation development over a long span of time.

Brief Profile of Duncans’ Tea Division 

Duncans is one of the major stakeholders in the tea in-

dustry in West Bengal at present. As per second-

ary data available from company websites 

and annual financial reports, the tea plan-

tation division of the company owns 

15 tea plantations in total including 

3 clonal gardens. The company’s 

planted area encompass around 

8000 hectares of land spread over 

the Dooars, Terai and Darjeeling re-

gions of North Bengal and have ap-

proximately 14 million kg per annum 

of tea manufacturing facility. There are 

7 tea estates in Madarihat block of Ali-

purduar district, namely Hantapara, Dum-

chipara, Garganda, Lankapara, Tulsipara, Dim-

dima, Birpara; 3 tea estates in Malbazar block of 

Jalpaiguri, Bagrakote, Nagaisuree and Killcott, 1 in terai 

region of Darjeeling, namely Gungaram and 1 in hills, Run-

glee Rungliot. Among the 3 clonal gardens, 2 clonal gardens 

are situated in Islampur subdivision of Uttar Dinajpur district, 

namely Goalgachh Terai Land Project (TLP) and Patagora TLP and 

the other, the Madarihat Land Project (MLP), is situated in Madarihut 

block of Alipurduar district of North Bengal.  The clonal gardens derive 

their name from the fact that instead of traditional tea plantation through 

n

ugh 

seeds, the tea bushes are grown from hybrid clones. For processing the tea from the clonal gardens situated 

in Uttar Dinajpur district, Duncans has set up a factory with capacity of 1,800 tons per annum. During the 

1990s, the level of total yield achieved in Duncans’ gardens was much higher than the average achieve-

ment of yield in Terai and Dooars regions taken together. However, following the outbreak of the financial 

crisis in the early 2000s, there has been sharp erosion in yield achievement of the gardens. As reported in 

BIFR, the company has about 19500 personnel on its role and during peak season it also deploys tempo-

rary labour for its operations. It is to be mentioned here that up to the period 2011-12, the Marybong tea 

estate was under the ownership of Duncans’ Group. Later on it was disowned by the Group. Similarly, the 

Dimdima tea estate located in the Dooars region has been acquired after the above mentioned period. Since 

the present study is based on data up till 2011-12, Marybong is included while Dimdima is excluded in the 

listing of Duncans’ gardens.

Financial Malpractices and Sickness of Tea Estates

As mentioned earlier, the tea division of DIL still continues to be 

a sick unit listed with the BIFR. There has been a wide spread 

apprehension among the tea workers and operating trade unions 

that the reason for the sickness of the tea estates conceivably be 

the financial malpractices which the company has taken recourse 

to for quite some time. More specifically, they have apprehend-

ed that Duncans probably siphoned off revenues generated from 

its tea plantations and had invested money in one or more com-

panies, and as it went loss, the tea workers paid for it. This ap-

prehension has indeed been found true to a significant extent in 

BIFR’s investigation into Duncans’ financial problem. It has been 

revealed from the investigation that an important factor which 

could be made responsible for the financial crisis to be set in with-

in its tea unit is the crisis of working capital which is a standard 

indicator of  a company’s ability to meet its short term financial 

obligations including regular wage payments. It has been admit-

ted by BIFR that the crisis in tea unit has not its origin within it, 

and on the contrary, it has been deliberately transmitted from the 

loss-making fertilizer plant. 

Following the outbreak of liquidity problem in the fertilizer plant, there has been a huge surge in its working 

capital requirement. This has eventually led to a huge cut back in working capital to be utilised for the tea 

plantations of DIL. Since its requirement of working capital could not be met at the optimum level, the perfor-

mance of the Tea Units has suffered badly. Thus, the crisis of working capital facing tea estates has been ex-

plicitly attributable to the crisis-ridden fertilizer plant and as such tea division of the company has been made 

victim of it. One can also argue that the tea division should have been remained insulated from the adverse 

influence of fertilizer plant if the management really believes that it has already been gripped by recessions. So 

the big question is whether crisis in tea plantations is created by periodical downturn in tea business or it is 
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Table 1. Decline in productivity between 1998-99 and 2011-12

Tea Estates
Yield (Kgs/hec) Change in productivity

1998-99 2011-12
Productivity 

decline (absolute)

Productivity 

decline (% )Dooars and Terai

Birpara 2275 1747 -528 23.21

Hantapara 2638 1700 -938 35.56

Dumchipara 2843 2016 -827 29.90

Lankapara 2436 1359 -1077 44.21

Tulsipara 1961 1300 -661 33.71

Garganda 2781 1600 -1181 42.47

Kilcott 2636 1697 -939 35.62

Nagaisuree 2810 1135 -1675 59.61

Bagracote 2889 1968 -921 31.88

Gungaram 3196 2620 -576 18.02

Darjeeling

Runglee Rungliot 941 840 -101 10.73

Marybong 640 408 -232 36.25

Avg. yield/garden 

(Terai and Dooars)
2645.34 1738.69 -906.65 34.27

Avg. yield/garden 

(Darjeeling)
758.20 577.64 -180.56 23.81

 Source: Duncans’ website and Survey of tea gardens, 2013-14, State Labour Institute, WB

The table shows the change in productivity measured in terms of kilogram of tea yield per 

hectare in absolute vis-à-vis percentage terms for all tea estates under the ownership of Dun-

cans between the periods 1998-99 and 2011-12. It can be observed that all tea estates have 

experienced drastic fall in productivity irrespective of the locations where they are situated. 

However, the productivity decline is subject to considerable variation across the gardens. 

Around 50% of the gardens have recorded productivity decline to the tune of 35% or more, 

while another 34% of gardens have shown productivity decline at the rate of 20% or above 

and the remaining 15% of them have undergone negative productivity change of 10% and 

above. For the gardens located in Terai and Dooars, the overall productivity has shown a de-

cline from a level 2645.5 kg per hectare in 1998-99 to 1738.19 kg per hectare in 2011-12, that 

is, a decline of around 34.27%. For the gardens located in Darjeeling hills, on the other hand, 

overall productivity has gone down from a level 758.20kg per hectare in 1998-99 to 577.64 

kg per hectare in 2011-12. This means a decline of around 23.81% between the periods 1998-

99 and 2011-12. What is noteworthy in this context is that the average yield realisation in 

all Duncans gardens, barring Tulsipara, was much higher than average standard yield of 

the respective regions during 1998-99. No garden except Gungaram and Runglee-Rungliot 

has been able to attain the average standard yield during 2011-12. We can also notice that 

the productivity ranking of the gardens has been altered substantially between the periods 

1998-99 and 2011-12. 

primarily because of draining of funds from tea industry to the fertilizer plant for letting it revive. The 

prolonged working capital shortage in tea plantations has three serious implications-- deterioration 

and reduction of assets due to inadequate focus on upkeep of tea estates, the piling up of liabilities 

by way of non-repayment of bank-debts and other outstanding debts and the running up of dues on 

salary, wages and other statutory benefits to which the laboures are entitled. In sum, a major reason 

for sickness of tea unit of DIL is undoubtedly the lack of sound financial operation which eventually 

causes severe damage to its tea estates, especially in terms of perpetual suffering of its tea workers.

Against this backdrop, the BIFR has strongly emphasized corpo-
rate restructuring of DIL by way of de-merger of fertilizer division 
of the company into a separate entity. In giving justification for 
de-merger, the BIFR has rightly said that the business of fertilizer 
and tea are entirely unrelated and they do not have synergies of 
operations and have different dynamics, require different strat-
egies for growth and different focus for alliance/consolidation. 
Based on this rationale, the de-linking of tea estates from the fer-
tilizer plant has been proposed to ensure that adequate attention 
be paid by separate Board of Directors to the respective business 
and the adverse conditions prevailing in any of these businesses 
do not affect the business of other undertakings. The rationale 
behind the de-merger of DIL has definitely put under question the 
dicey business model of DIL that has so far been relied upon in or-
der to foster fastest rate of growth. The basic ingredient of it is the 
mindless mix up of a heterogeneous group of undertakings under 
one Board of Directors which can put barrier to sound financial 
operation of a company. However, it might facilitate diversion of 
funds in a legal way. In conclusion, it can be said that the BIFR’s 
recommendations on matters relating to pursuance of prudent fi-

nancial operation should be upheld with utmost priority. 

The Declining Productivity & Lackadaisical Role of Management

In the aftermath of the outbreak 

of liquidity crisis in the early 

2000s, the problem of productiv-

ity decline has gradually creped 

in across all tea gardens owned 

by Duncans. The productivity has 

become staggeringly low during 

2011-12. The drastic fall in yield 

per hectare between these two pe-

riods of time can be seen from the 

following table.
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hectare or more. However, for two of the Duncans’ gardens located in Darjeeling and Terai, viz. Runglee Rungliot 

and Gungaram, actual yields achieved are found to be are much higher than the standard average yield of tea 

estates in those regions which stand at 500 kg per hectare or more and 1900 kg per hectare or more, respective-

ly. But for the Marybong tea estate located in Darjeeling, the actual yield achieved during 2011-12 is below the 

standard average yield. As the above table reveals, the crisis of low productivity is much more pronounced in 

the Dooars gardens in comparison to those situated in Darjeeling and Terai in terms of deviation of actual yield 

from the potential yield to be realized. Despite a sharp fall in productivity, two out of three gardens in Darjeeling 

and Terai have been able to keep yield much above the standard average yield in those regions. Even then, the 

situation is deplorable in these gardens leaving the people in despair. It is well worth noting here that there has 

been a general decline in productivity over the last couple of decades in all the traditional tea growing regions of 

the State. The law of diminishing returns to yield seems to be well set in all older and larger tea estates located in 

these regions, especially in the absence of adequate provision of capital expenditure on plantation development.

Factors Contributing to Lower Yield Realization

A severe problem leading to lower yield realisation in recent pe-

riod in North Bengal tea gardens including the Duncans’ gardens 

is the declining bush productivity due to older age of tea bushes. 

As the ageing problem sets in, productivity of tea bushes gradu-

ally reduces thereby enforcing total production to fall perpetual-

ly. Moreover, with the sneaking of ageing problem, the degrada-

tion of quality of tea is inevitable to occur. Thus, the gardens are 

now faced with two pronged attack− lower realization of yield 

and deterioration of quality of produce. Generally, bushes over 

50 years old are considered as exceeding economic threshold age 

limit and tend to be commercially unproductive. Notably, in most 

of the Duncans’ tea plantations, the share of tea bushes ageing 50 

years or more continues to remain high. It is, in fact, this old age 

distribution of tea bushes which has been largely responsible for 

poor productivity performance. The potential yield gap problem 

as discussed in the previous section has largely been the result of 

it. Nevertheless, the pace of uprooting/replantation and rejuve-

nation in order to improve productivity has been abysmally low 

across these gardens. It bears mentioning here that following the 

launching of the scheme of Special Purpose Tea Fund (SPTF) of Tea 

Board of India (TBI) in 2007, every garden shall undertake uproot-

ing and replantation for the sake of yield improvement vis-à-vis 

tea quality improvement. The gardens are being provided with 

incentives in the form of concessional loans from scheduled com-

mercial banks and direct subsidies from TBI to carry out these 

activities under this scheme. 

It is, in fact, 
this old age 
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Potential Yield Gap

The potential yield gap is the difference between actual yield achieved and the potential yield 

(or the average standard yield of the region). It is considered to be an important measure that 

can guide productivity improvement. Moreover, it can also indicate how much additional 

production is achievable if this gap is bridged. It is to note that the standard average values 

of yield specific to three tea growing regions, namely, Darjeeling Hills, Terai and Dooars over 

the period 2011-12 as given in Survey of Tea Gardens published by State Labour Institute, 

Govt. of West Bengal are 500 kg per hectare, 1900 kg per hectare and 2000 kg per hectare, re-

spectively. The situation pertaining to potential yield gap across all Duncans’ gardens during 

2011-12 can be contrasted with that prevailed during 1998-99 using the following table.

 Table 2. Potential Yield Gap in Duncans’ Tea Gardens

Tea Estates
Standard Avg. 

Yield (Kgs/hec)

Yield gap (% of stan-

dard yield) 1998-99

Yield gap (% of stan-

dard yield) 2011-12

Dooars and Terai

Birpara 2000 13.75 -12.65

Hantapara 2000 31.90 -15.00

Dumchipara 2000 42.15 00.80

Lankapara 2000 21.80 -32.05

Tulsipara 2000 -1.95 -35.00

Garganda 2000 39.05 -20.00

Kilcott 2000 31.80 -15.15

Nagaisuree 2000 40.50 -43.25

Bagracote 2000 44.45 -1.60

Gungaram 1900 68.21 37.89

Darjeeling 

Runglee Rungliot 500 88.20 68.00

Marybong 500 28.00 -18.40

Source: Survey of tea gardens, 2013-14, State Labour Institute, WB

The table reveals the contrasting scenario of potential yield gap situation between the periods 

1998-99 and 2013-14. By the standard of standard average yield for the period 2011-12, all the 

gardens across Darjeeling Hills, Terai and Dooars, only with the exception of Tulsipara, have ex-

perienced positive yield gap during 1998-99. This essentially implies that Duncans’ gardens have 

contributed significantly to the growth of tea production in West Bengal tea sector. It may be 

mentioned in this connection that Duncans’ gardens once earned the reputation that their yield 

achievements are much higher than average yield achievement in Terai and Dooars taken togeth-

er. In fact, the data regarding the production during 1998-99 also substantiate the same. Ironically, 

this fame has been lost all together over a period of one and a half decade.  Due to sharp decline 

in yield, almost all the gardens barring a few have recorded a sizeable negative yield gap during 

2011-12. For all the gardens located in Dooars barring Dumchipara, actual yields achieved are 

much below the standard average yield of tea estates in that region which stands at 2000 kg per 
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the table, more than 62% of the total tea hectarage has not yet been brought under irrigation. Similarly, 

around 42% of the total area has still been left out of the drainage system. It has also been reported by tea 

workers during a recent survey conducted in all Duncans’ gardens that the use of manure has virtually 

been collapsed since early 2000s. Therefore, the analysis clearly indicates that the drastic productivity fall 

in all Duncans’ gardens is precisely due to extreme slow pace of productivity supporting initiatives at the 

plantation level. 

One could conceivably apprehend that the primary source of di-

minishing bush yield over time, as discussed above, happens to 

be the severe liquidity crisis faced by the company consequent 

upon the diversion of funds generated from tea plantation indus-

try to fertilizer and other businesses as a part of its prevailing 

perverse financial operation aiming to earn quick back return. 

This has prevented the company from investing enough to pay 

adequate attention to upkeep of tea estates. Thus, poor yield re-

alisation and inability to take up yield improvement initiatives at 

the required level can be viewed as the worst outcome of acute 

liquidity problem driven by perverse financial operation of Dun-

cans’ mischievous management. 

Comparison of Financial position of DIL with Other Companies

It was being contended by DIL that an important factor for their poor 

financial performance was the so-called tea crisis that the tea industry 

passed through for almost seven years till 2008 mainly due to fall in 

tea prices. So it could be argued that other major tea producing com-

panies such as Tata Tea Ltd., Goodricke Group Ltd. and Jay Shree Tea and 

Industries Ltd. must have experienced the same financial crunch like that 

of DIL. To see whether this assertion is true or not, a comparative study 

of financial position of these companies 

has to be done. The relevant finan-

cial variables for such an 

analysis include income, 

sales and a number of 

profits variables pertain-

ing to these companies 

over the period of time 2003-2007.  It is to be men-

tioned here that the present analysis, though in the na-

ture of a short term trend analysis, would suffice to focus on the 

trend of profitability and other indicators of financial performance 

of these companies during the period of alleged depressed tea 

market condition. As far as the tabular analysis is concerned, 

the entries with an asterisk contained in the following tables 

indicate values for 18 months periods. The other entries 

contained in the table are annualized values. 
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Despite having such incen-

tive provisions in place, 

there has been a sheer 

neglect on the part of Dun-

cans’ management to car-

ry forward these activities 

at the required pace which 

is stipulated to be at least  

2% of the total tea area on 

an annual basis. The above 

table gives a comprehen-

sive account of initiatives 

undertaken by Duncans’ 

management up to 2011-

12 towards improvement 

in yield. Among several 

garden specific parame-

ters affecting productivity, 

three very important ones 

are uprooting, replan-

tation and rejuvenation 

(mostly important for gar-

dens located in hills) all of 

which are figured out to be 

abysmally low, just 4.75%, 

3.57% and 2.33% of total 

tea area, respectively, in 

comparison to what these 

figures ought to be under 

the stipulation of SPTF. As 

the SPTF scheme had its 

inception in 2007, these 

figures should be approxi-

mately in and around 10%. 

Moreover, bushes give 

good yields only if they 

are properly maintained 

and nourished through 

good drainage system and 

better irrigation among 

others. On both counts, 

the performance is far 

from appreciat-

ing.  As it can 

be seen from 
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A careful examination of tables 4 and 5 clearly shows that all the 
sample companies excluding DIL have registered steady increase 
in income and sales over a period of five years from 2003 to 2007 
though at a varying degree. The most impressive performance has 
been registered by Tata Tea which recorded maximum growth in 
both incomes (10.92%) and sales (7.96%). Apart from Tata Tea, the 
other two companies which showed satisfactory financial perfor-
mance in terms of growth in income flow and sales are Goodricke 
and Jay Shree. The only exception is DIL which had a fluctuating 
flow of income and sales over these years. Moreover, it had reg-
istered negative income growth and almost a zero sales growth 
over this period. Since DIL is basically in the nature of an umbrella 
company, a conglomerate of heterogeneous undertakings, its di-
sastrous performance might be attributed to its loss making un-
dertakings such as the fertilizer plant.

The growth in sales volume seemed to occur mainly due to expansion of domestic tea market resulting from sus-
tained rise in domestic consumption at the rate 2 to 3 percent per annum. Thus, notwithstanding falling demand 
for export in the early 2000s, the tea companies could cope up with it to a great extent because of the tremendous 
expansion of demand for both branded and unbranded tea in the domestic market. Again, the uninterrupted in-
creases in income and sales experienced by other sample companies are plausibly indicative of increases in profit 
margins of them. Leaving DIL aside, this contention is indeed proved to be true if we go through tables 6, 7, and 

8 which show the trend of profitability of firms in terms of a set of profitability measures used 
in financial statement analysis viz. profits before tax (PBT), profits after tax (PAT) and profits 
before depreciation, interest, taxes and amortization (PBDITA). It can be observed that all 
the indicators of profitability for all the companies, with the exception of DIL, had recorded 
consistent growth at a striking rate. As in the case of income and sales, the various prof-
itably measures have maximum values for Tata Tea as compared to other tea companies 
selected. The only company which had shown loss in all years from 2004 to 2007 is DIL. It 
is to be mentioned here that there might be some growth impeding factors that some tea 

companies could have been faced, such as Goodricke, in the beginning of 2000. But, we should 
keep in mind that the behaviour tea industry is cyclical in nature. The standard economic 
theory demonstrates that a period of downswing is usually followed by a subsequent period 

of upswing. What it implies is that the low figures of production, sales, profits etc during 
the short-duration depression are not representative for secular (or trend) values of these 
variables. Hence, it is not to be worried too much about this cyclical downturn. 

This helps us to conclude that DIL’s financial performance does 
not match at all with the rest of the companies. The prevalence 
of recessions doesn’t seem to create any significant adverse effect 
on their financial performance. Thus, it would be an utter mistake 
to think about the alleged depressed tea market condition as a 

general phenomenon affecting all companies uniformly. It will 
lead to a contradictory conclusion that even if the situation in 

the Indian tea industry as a whole is dismal, most individual 
firms are doing fairly well. 
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Table 4. Comparison of Total Income

Total Income (Rs. Crore) 2003 2004 2005 2006 2007 CAGR#(2004-07)

Tata Tea Ltd. 834.46 855.93 961.61 1093.9 1295.47 10.92%

Goodricke Group Ltd. 189.49 197.71 216.31 227.87 241.82 5.16%

Duncans Industries Ltd. 1056.22* 133.84 123.94 189.74 107.08 -5.42%

Jay Shree Tea & Industries Ltd. 185.06 202.25 230.82 241.76 262.15 6.70%

Table5. Comparison of Sales

Sales (Rs. Crore) 2003 2004 2005 2006 2007 CAGR (2004-07)

Tata Tea Ltd. 748.43 777.53 893.27 971.01 1056.38 7.96%

Goodricke Group Ltd. 184.77 193.97 211.29 222.83 237.81 5.23%

Duncans Industries Ltd. 868.96* 101.53 117.41 168.76 102.79 0.31%

Jay Shree Tea & Industries Ltd. 167.11 182.38 216.15 218.44 244.45 7.60%

Table6. Comparison of PBT

PBT 2003 2004 2005 2006 2007

Tata Tea Ltd. 100.1 121.11 162.04 230.52 349.77

Goodricke Group Ltd. -8.28 3.74 4.93 7.64 10.39

Duncans Industries Ltd. -104.35** -75.42 -84.98 -694.66 -203.92

Jay Shree Tea & Industries Ltd. 8.22 3.21 6.33 10.68 5.92

Table7. Comparison of PAT

PAT 2003 2004 2005 2006 2007 CAGR (2004-07)

Tata Tea Ltd. 70.6 91.53 128.81 186.93 306.57 35.28%

Goodricke Group Ltd. -8.28 3.22 3.76 5.5 7.66 24.19%

Duncans Industries Ltd. -104.35* -75.42 -84.98 -798.9 -204.14 -28.27%

Jay Shree Tea & Industries Ltd. 8 3.18 6.29 10.65 5.63 15.35%

Table8. Comparison of PBDITA

PBDITA 2003 2004 2005 2006 2007 CAGR (2004-07)

Tata Tea Ltd. 150.75 161.33 198 266.38 413.75 26.5%

Goodricke Group Ltd. -0.67 11.56 13.72 16.11 20.12 14.9%

Duncans Industries Ltd. 100.08* -2.37 -26.7 -618.9 -135.9 -175.2%

Jay Shree Tea & Industries Ltd. 20 14.44 17.91 23.35 20.68 9.4%

Source: CMIE Database  [ #  CAGR : Compound Annual Growth Rate ]

16 17



Table 9. Trend in Auction Prices of Tea in India

Year Price  (Kg/Rs.) Index of Growth

1998 69.50 100.00

1999 65.55 94.31

2000 61.71 88.79

2001 61.66 88.71

2002 55.96 80.51

2003 56.27 80.96

2004 64.54 92.86

2005 58.05 83.52

2006 66.01 94.97

2007 67.40 96.46

2008 86.99 125.16

2009 105.55 151.94

2010 103.55 148.99

Source: Statistical report of Tea Board of India 

It is true that auction price has shown some depressing trend 
during the period under review. However, it went down 

and up intermittently. It has taken only a few years 
to cross its previous peak level realized in 1998. 

If the auction price is seen as the supply 
price or the producers’ price, there is 

supposed to be an adverse impact of 
fluctuating trend in auction price on 
production and auction sale. But 
it is interesting to note that the 
trend of declining prices is not re-
flected through shrinkage in pro-
duction and sale in domestic mar-
kets. The Tea Board data show that 
there has been a continuous rise 
in production vis-à-vis auction sale 
throughout the period of crisis. Thus, ei-

ther the production or the sale is seen to be 
invariant of prices fetched in auction. In addi-

tion, we have enough reasons to believe that the 
trend of auction price movement is unlikely to indicate 

the actual price situation prevailed during this period. 
This is discussed in the following sections. 
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Tea Industry ‘Recession’ Some Facts and Figures

There has been huge uproar on ‘crisis’ of Indian tea industry that had been alleged to face from 

2000 to early 2008. It has been attributed to a set of factors like declining tea prices, stagnant demand 

in the domestic market, shrinkage of export market for tea, escalation in the input cost including la-

bour cost and the supply of large quantities of tea by the unorganized sector comprising of small tea 

growers and bought leaf factories. These issues have also been echoed in the BIFR document on DIL. It 

has been alleged that the depressed market condition resulting from these adverse factors had put the 

industry in deep trouble during that period. Thus, it is much hyped that all the stakeholders including 

the tea plantation labourers have had to bear the brunt of this crisis. Against this backdrop, it seems 

necessary to scrutinize the severity of the crisis and also to assess whether the alleged crisis had creat-

ed any adverse impact on the performance of the tea industry to a serious proportion.

Price Trend

At the outset, it is important to mention that the analysis of 

price trend of Indian tea industry is conventionally done by 

considering prices fetched at different auction centers. The 

auction price can be viewed as the supply price or the pro-

ducers’ price. However, the price trend analysis doesn’t con-

sider under its purview the demand prices or the consum-

ers’ prices, that is to say, prices realised in the retail markets 

of tea. This is possibly because of the non-availability of any 

systematic data from official sources like TBI. This is a serious 

limitation of the price trend analysis pertaining to Indian 

tea industry. Another limitation of the price 

trend analysis is the non-revelation of pric-

es fetched through ex-garden sales, which 

now constitutes a sizeable proportion of 

total sales of tea. As a result of these draw-

backs, we are left out only with a lopsided 

view of trend of tea prices. 

Moreover, this put a serious hindrance for an 

analyst in his attempt to make a true assess-

ment of profitability of tea industry. An inac-

curate estimate of profitability has, in turn, se-

rious implications for the process of wage negotiation in the 

tea industry as it could substantially reduce the bargaining power of the workforce. The following 

table shows the average auction price of tea in India
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operations, manufacture and processing of tea, auction and direct sales, direct purchase from other grow-

ers, blending, marketing and sale in the domestic retail or export markets. Duncans Industries, Harrisons 

Malayalam Limited, Goodricke Group Limited, Jay Shree Tea and Eveready Industries (India) Limited are 

examples of such players. As a large part of the domestic market mostly absorbs packaged tea made out of 

“plainer” or “cheaper” grades of CTC teas, the auction market seem to be an important source of procure-

ment for the blenders and packers. Thus, if prices were kept low in auctions, it would have the effect of 

escalating profit margins in blending, packaging and trading in the retail tea market. Thus, there is always a 

strong incentive to depress prices on the auction floor even by using abusive means such as collusion or any 

other form of cartelization. In fact, these unfair practices are now going rampant on an ever increasing scale 

thereby substantially weakening the auction system as a method for fair price realization through compet-

itive bidding and procurement from a competitive market mechanism. One such evidence on this unethical 

trade practice by big companies is the ILO’s report where it has been demonstrated that the large retailing 

companies are benefitting from fall in auction prices and rise in retail prices of tea. The second important 

evidence on how large MNCs and other large buyers are actually abusing their dominant position in order to 

create barriers to fair pricing is the Tea Board commissioned study on functioning of auction market.  It has 

found strong evidences of merging of interest between broker and buyers, as well as co-operation between 

buyers at auction houses, both of which adversely interfering with fetching a fair price at auction. Thus, it 

is probably the case that auction price trend has hardly anything to reveal about true price situation of the 

domestic tea market.

The trend of fluctuating auction prices has been sought to be explained in terms increasing volume of im-

ports from other countries with a lower cost of production, such Kenya and Sri Lanka, There is no denying the 

fact that imports have increased from nearly 1.37 million kg in 1992-93 to nearly 15 million kg during 2003-04. 

But it still comprises only 2.4 per cent of tea consumed in India. It is, therefore, fairly doubtful whether cheaper 

imports could be cited as a major cause of the crisis facing the tea industry. 

A final point to be mentioned here is that a slight decelerating 

trend in tea price behaviour over some period of time is not 

an unusual phenomenon keeping in view the cyclical nature 

of tea industry. A few good years are usually followed by a 

couple of bad years and the cycle turns again in the positive 

direction which enables industry to earn handsome profit. If 

oversupply situation prevails in a year resulting in decline in 

price realization, then it is sometime observed that supply 

constraint prevailing during a period is followed by a period of 

abnormally high prices. This phenomenon is widely visible in 

other plantation enterprises too. So, this regular phenomenon 

of cyclical downturn is not to be assigned too much of weight 

in making any assessment of long run viability of the indus-

try. The century old Indian tea industry is supposed to have 

resilience to absorb this temporary shock. Nevertheless, there 

has been a meaningless outcry over this issue time and again, 

especially on the part of those who exercise monopoly control 

over tea value chain. 

This regular 
phenomenon 

of cyclical 
downturn 

is not to be 
assigned 

too much of 
weight in 

making any 
assessment of 

long run via-
bility of the 

industry.

It is to be noted that auction system does not comprise the only channel of primary tea trading in 

India now. The alternative channel is the direct sale (ex factory/ex garden sale). Moreover, with the 

advent of economic liberalisation policy in the 1990s, the auction selling has virtually been made 

a residual channel of primary marketing of tea. Now there is absolutely no obligation to sell any 

quantity of produce through auctions. It is also alleged that whatever quantity is sold through auc-

tions is mostly of substandard product that cannot be sold directly. Curiously, there is no obligation 

on the part of either Tea Board or those involved in buying and selling to reveal the prices fetched 

in direct sales. This could easily lead us to believe that the gap between ex-garden sales prices and 

auctions prices are so substantial that it is better to leave the former unrevealed in the interest of 

the plantation owners. Otherwise, the price fetched for ex-garden sale could have been revealed. 

As per provisions of existing regulation, ex-garden sales are supposed to be reported at the auction 

centers by the tea producers. But it is never strictly adhered to in the absence of stringent regula-

tory institutional set up vis-à-vis proper monitoring of such transactions. Hence, it seems that even 

Tea Board doesn’t have complete information on ex-garden sales quantity and price. Under such a 

circumstance, how can auction prices be relied upon as an instrument for dissemination of true 

price information? In the absence of transparency, it seems completely irrational to consider auction 

prices as benchmarks of ex-garden sales prices. Nevertheless, the poor price fetched in auction has 

often been used as a device by the planters to depress wages and to cut back on non-wage benefits 

to plantation labour.

Another curious thing to note about tea price behaviour is that notwithstanding auction pric-

es showing a slightly declining trend, the retail prices of tea has shown a steadily increasing trend 

by this time. For example, even at the time of the so-called tea crisis, the average price realization 

of C.T.C tea was around Rs. 50 per kilogram in the auction system whereas at the consumer end tea 

was available at about Rs. 120 or more per kilogram. Since then there 

has been no reduction of gap between auction and retail prices 

of tea in Indian domestic market. On the contrary, the 

widening gap between these two sets of prices 

has become a regular event. It is now widely 

suspected that the increasing trend of 

forward market integration has an 

important bearing on the poor re-

alization of price in auctions as 

the same player is found to be 

present at different 

points of 

the value 

chain. This 

seems to enhance 

the scope for price ma-

nipulation to a greater 

extent than before. With 

this integration process 

has taken momentum, a 

number of  tea producing 

companies are now pres-

ent throughout the tea val-

ue-chain, right from estate 
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Export Trend 

Table 11. Export of Tea from India

Year Qty. (M. kgs) Value (Th. Rs)

1980 224.78 4325461

1985 214.937 7035904

1990 210.024 11133510

1995 167.996 12080156

1998 210.338 23094360

1999 191.719 19658684

2000 206.816 18986119

2001 182.588 16821115

2002 201.002 1753898

2003 173.684 15902128

2004 197.668 18411416

2005 199.05 18309786

2006 218.734 20065260

2007 178.754 18101095

2008 203.117 23929136

Source: Statistical report of Tea Board of India

It is clear from table 11 that tea exports from India declined from 210.338 million kg in to 1998 to 197.668 mil-

lion kg in 2004 in terms of quantity. A decline in value of exports is also visible between these periods. As far as 

India’s share in global tea exports is concerned, there has been  a sharp fall from 17.20% in 1992 to nearly 12% 

in 2004. But if we take a detailed account of shrinkage in export, it is unlikely to reflect any crisis. At the outset, it 

may be mentioned that the quantum of export surplus is largely dependent on domestic retention of tea in order 

to meet the domestic consumption demand. No country can afford to export any commodity if that creates de-

mand and supply imbalance in the domestic market with the effect of pushing up price upward. Forced with this 

problem of unwarranted mismatch between demand and supply the central government had to resort to some 

changes in the fiscal structure of tea. The major objective of such fiscal policy changes was to regulate export 

of tea in order to ensure an increased and steady flow of output in the internal market. The specific measures 

brought about by the government included withdrawal of export incentives and introduction of an export duty 

to be applicable for all categories of tea. Furthermore, the government went up a step further to keep the export 

within a specific limit of 200-215 million Kgs (Tea Board, Tea Statistics, 1977-78).  Again, in the report of a study 

conducted in 2006 by Tea Board of India and Indian Tea Association, the largest organisation of the planters, it 

has been admitted that target of export was to be cut down due to increase of demand in the domestic market. It 

is to be noted that this study was conducted during the period of so called crisis in the industry. Over the period 

1998-2004, India has been retaining nearly 80% of its production leaving a declining share for exports. This is 

primarily due to the accelerated growth in domestic consumption being witnessed over this period. As noted 

earlier, over the past decade, domestic consumption of tea has increased at a faster rate than production−at a 

steady rate of around 15 to 20 million kg annually. Thus, the steady increase in internal demand and the short-

fall in production (in terms of rates of growth) have resulted in a decline in tea exports. However, it has been 

reported in some studies that the depressing export performance has resulted from factors other than high rate 

of domestic retention. These include cheaper imports from other countries, declining export competitiveness, 
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Domestic Consumption Trend 

The much flaunted tea crisis is again difficult to explain if we take a look at domestic consumption trend. 

The following table shows the consumption and per capita consumption of tea in India.

Table10. Consumption and Per Capita Consumption of Tea in India

Year

Produc-

tion

(m. kgs)

Index of            

Growth

Domestic 

Consumption  

(m. kgs)

Index of            

Growth

Average per capita 

Consumption 

(Grams per Head)

1975 487.137 100.00 221 100.00 403

1980 569.172 116.84 320 144.79 527

1985 656.162 134.70 452 204.52 574

1990 720.338 147.87 511 231.22 600

1991 754.200 154.82 524 237.10 600

1992 732.300 150.33 540 244.34 606

1995 756.016 155.20 585 294.70 615

1998 874.108 179.44 615 278.28 633

1999 825.935 169.55 633 286.42 642

2000 846.922 173.86 653 295.47 652

2001 853.923 175.29 673 304.52 654

2002 826.165 169.60 693 313.57 663

2003 857.055 175.94 714 323.07 672

2004 892.970 183.31 735 332.57 681

2005 945.970 194.19 757 342.53 691

2006 981.800 201.54 771 348.86 693

2007 986.430 202.50 786 355.67 696

2008 980.800 201.34 802 362.89 701

Source: Statistical report of Tea Board of India 

It is clear from the above table that, over the period 1998-2004, domestic consumption of tea has increased 

at a faster rate than production− the rates of growth registered were found to be 3% and 1.5%, respective-

ly. It is indeed a sizeable gap. It was apprehended at that time that if industry was unable to push up the 

existing level of production on a higher scale, no amount of output could be left for export in the years to 

come after meeting out the domestic demand. In addition, it was further forecasted that if this rising trend 

of internal demand growth continues, the country may have to import (assuming production at the current 

level). Failing to do so might destabilize the internal market in terms of supply demand imbalance. Over 

the past decade, consumption has been increasing at a steady rate around 15 to 20 million kg annually. 

But production is unable to keep pace with it. There has been an increase in domestic consumption from 

an average 518 million kg during 1990-92 to 714 million kg in 2002-04. Production of tea has gone up from 

an average of 726 million kg to nearly 870 million kg during the same period. The recent market analysis 

reports indicate a further going up of domestic consumption being attributable to the robust growth of 

branded retail tea market segment in the country at about 5% per annum.

Index of growth 
in Production

Index of growth 
in Consumption
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 No visible Evidence of Decline in Labour Productivity 

In the first place, while production of tea has increased at a CAGR (Compound Annual Growth Rate) of 2.24 

% from 1950 to 2006, the tea hectarage and the overall employment of labour during the same period 

have increased at CAGRs of only 1.03 % and 0.50 %, respectively. Thus, it is observed that growth rates of 

both tea hectarage and labour employment fall short of growth rate of production. In an industry which 

is predominantly labour intensive in nature and where there is no significant evidence of advancement 

of mechanizations in plantation agricultural activities like plucking of tea leaves or maintenance of tea 

bushes and whatever little technological progress has been made is confined mainly in the manufactur-

ing stage in the factory, increase in production surpassing increases in overall employment and planted 

area certainly does not reveal lower labour productivity. 

On the contrary, it is not possible to increase the production of tea 
unless the productivity of the labour is increased. One addition-
al justification that might be attributable to the enhancement of 
labour productivity over time is the fact that declining bush pro-
ductivity (to be discussed below at a greater length) has been set 
in Indian tea industry long ago due to high old age of tea bushes. 
It is, in fact, this high labour productivity which seems to have a 
remarkable effect in offsetting this yield retarding factor there-
by keeping this century old industry highly viable and profitable 
over the years.

Lowest Wages in the Organised Sector

Second, there is no denying of the fact that existing wages of tea 
industry workers are the lowest among the industries in the or-
ganized/formal sector such as jute mills, textile industries or coal 
and copper mines. This concern is raised at the ministerial level 
and in a recent report of National Advisory Council (NAC) on Wel-
fare of tea Plantations Labour. Furthermore, wages of plantations 
labour are even lower than some schedule employments in unor-
ganised sector like agriculture, stone crushing, security services, 
construction and maintenance of roads etc. To get an idea of exact 
magnitude of wage disparity, we make a comparison of wages of 
workers in Tea Plantation Industry with the wages of workers in 
other three major industries in West Bengal, namely, jute Indus-
try, Cotton Textile Industry and Engineering Industry for the year 
2007. It is to be noted that in all of these industries wages of work-
ers are regulated by industry-wise tripartite agreement. First of all, 
we look at the following table which shows wage calculations of 
tea plantations industry as done by the biggest planters’ associa-
tion ITA for West Bengal.

Wages of tea  
labour are even 

lower than 
some other 

employments 
like agriculture, 
stone crushing, 

security ser-
vices, construc-

tion and mainte-
nance of roads 

etc.

Growth rates 
of both tea 

hectarage and 
labour employ-
ment fall short 
of production.

lower realization of unit value of export etc. These factors are of, in fact, very little significance in explaining 

decline in exports in comparison to domestic consumption. Some of these factors do not have any significant 

impact yet (insignificant quantity of cheaper imports for example), some others are transitory in nature (decline 

in unit price of export for example), and the rest are presumably attributable to declining prospect of exports as 

the demand driver of tea in the years to come. Thus, there exists definitely a cause and effect relationship be-

tween increasing domestic demand and a fall in exports. The principal demand driver that concerns the Indian 

tea industry most now is the large consumption demand for tea in the domestic market.

Labour Productivity and Labour Cost of Production

The issues that the planters’ circle has intended to make us believe 
for quite a long time, especially in the aftermath of the beginning 
of the era of globalization and liberalisation, is that India is a high 
cost producer of tea owing to high social cost in terms of wages and 
other welfare measures besides rising input cost! The high labour 
cost has been claimed to erode the competitiveness of the Indian 
tea industry at home and abroad. According to their estimate, la-
bour cost alone accounts for 55 per cent of the cost of production. 
Besides these, they also intend to claim that another factor leading 
to escalation of cost of tea production is the mismatch of labour pro-
ductivity with the existing rates of cash and non-cash wages, that is 
to say, to their opinion, labour productivity is observed to be much 
lower that what ought to be consistent with the existing rates of 
wages and fringe benefits they are paying to plantation labour. 

These concerns on cost have well been articulated in numerous submissions of planters’ associations, such as 

ITA, UPASI, to the government. The same concerns have also been uttered in various government reports on prob-

lems of tea industry, such as the Report of the Task Force on Plantation Sector, 2006, the 65th Report of the Public 

Accounts Committee on ‘Role of Tea Board in Tea Development in India’, 2012-13, the 102 Report on Performance 

of Plantation Sector− Tea and Coffee Industry of the Parliamentary Committee on Commerce, 2012. What the 

planters’ circle essentially means to say is that, according to their contention, the workers are not only getting pro-

portionately more in comparison to their contribution to tea production in terms of wages and other non-wage 

benefits, but they also likely to believe  that increase in their wages has actually caused a fall in their productivity. 

A combination of high wages, rise in cost of labour welfare facilities and the declining labour productivity, as the 

claim goes, has resulted in substantial rise in cost of production and has become a grave concern for the future 

of the tea industry. Against this backdrop, it seems absolute necessity to make a thorough probe into the cost 

and labour produc-

tivity related issues 

raised by the planters’ 

circle in recent time. 

This would help verify 

the truth or falsity of 

their much publicized 

claims. The analysis 

proceeds as following. 

The planters’ 
circle says that 
India is a high 
cost producer 

of tea owing to 
high social cost 

in terms of 
wages and 

other welfare 
measures!
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Table.13. Comparison of Tea Industry Wage With Other Industrial Employments

Sector Wage (in Rs.)
Tea sector wage as a % of 

wages in other sectors

Jute 210.46 45.59

Cotton Textile 166.12 57.76

Engineering 206.82 46.39

Tea Plantation 95.95 100.00

Coal Mines 607.00 15.81

All Industries 167.07 57.43

Source: Labour in West Bengal, 2006-07, and Indian Labour Year Book, 2011-12

It is eminently clear from the above table that, contrary to 
the claim which the planters’ organizations often stress, the 
tea workers are the lowest paid workers among the industrial 
workers in the organised/formal sector in West Bengal, even if 
the component of fringe benefits is taken cognizance of in this 
comparison. The share of tea sector wages as a percentage of 
wages in other industrial sectors comprising Jute, Cotton Textile 
and Engineering stood at 45.59%, 57.76% and 46.39%, respec-
tively in the year 2007. 

As compared to coal mine, its share was just 

15.81%, nearly one sixth of coal mine wage. The 

wage differential problem pertaining to tea in-

dustry in West Bengal is fundamentally no dif-

ferent from other tea producing States of North 

East India like Assam. The data, therefore, clear-

ly reveal that despite being a highly profitable 

industry, the labour wages in tea plantations 

are, in fact, abnormally below than those pre-

vailed in three other industries−in numerical 

terms, wages of tea plantations labour stood on 

an average just at 49.91% of that paid in indus-

tries in the organised category.     

Despite having added the monetary equiv-

alent of fringe benefits to the existing cash 

wage of Rs. 122.50, the total wage would hard-

ly be pushed to Rs. 200.00 inspite of given the 

present awful scenario regarding on delivery of 

fringe benefits. A comparison of wage rates pre-

vailing during 2015 in industries in the organ-

ised sectors has been made using the following 

table. 
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Table.12:  Wages and Fringe Benefi ts (in Rs.)  (As on 1st May 2007)         

 Dooars Terai Darjeeling

Basic Wage Rate 53.90 53.90 53.90

Non-Statutory Fringe Benefi ts 23.25 22.99 25.02

P L Statutory Fringe Benefi ts 18.28 18.30 18.30

Fringe Benefi ts 41.53 41.29 43.32

Total Wage 95.43 95.19 97.22

Source: ITA, 2007

The above table shows the decomposition of plantations labour wages into the components of cash wages 

and non-cash fringe benefits. The monetary equivalent of the sum of two categories of fringe benefits, 

namely, non-statutory and P L statutory benefits stood at Rs. 41.53, Rs. 41.29, and Rs. 43.32 for the regions 

of Dooars, Terai and Darjeeling, respectively. The uniform monetary wages that prevailed at that time in 

the aforesaid three regions was Rs. 53.90. Taking the sum of basic wages and fringe benefits measured in 

monetary units, the corresponding total wages in the three regions are calculated to be Rs. 95.43, Rs. 95.19 

and Rs. 97.22, respectively. 

Though ‘fringe benefits’ constitute a part of total wage paid to 
a tea worker, it is far from being a standardized measure of ben-
efit so far. Another big problem involving fringe benefits is that 
most of these benefits are not available to all the workers and 
even in cases where they are available, they are not of a uniform 
standard. A vast majority of tea garden labour force is now made 
up of ‘temporary’ or ‘casual’ or ‘contractual’ workers. They are 
not entitled to the whole range of statutory and non-statutory 
fringe benefits. As a matter of fact, a number of fringe benefit 
services now are hardly receivable in a sizeable number of gar-
dens. The fringe benefits dues have become a per-
manent source of griev-
ance for the workers.

A point to be mentioned here is that in the original cal-

culation of fringe benefit made by ITA, provident fund, 

bonus and gratuity have been included under the heading 

‘common statutory’ and the average numerical value for 

these items taken together had been arrived at Rs. 19.93. 

Its inclusion would push up the total wage from an average 

value of Rs. 95.95 to Rs. 115.88. However, the item ‘common 

statutory fringe benefit’ is not included in making estimates of 

total wages as shown in the table on the ground that it is as 

common as in other industries in the organised sector. The fol-

lowing table gives a comparison of daily wages of an unskilled 

worker in the four major industries in the organized sector in 

West Bengal as indicated above.

A vast ma-
jority of tea 

garden labour 
force is now 
made up of 
‘temporary’ 

or ‘casual’ or 
‘contractual’ 

workers. 
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Why this Painful Wage Gap?

An important inquiry that need to be carried out in the context of comparative wage analysis concerns the 

tracing out of the factors which are largely attributable to the persistence of sizeable wage gap between 

tea plantation industry and other industries in the organised sector. Before we go into details, it is to be 

admitted in the first instance that, so far as tea plantations industry is concerned, the triennial wage 

settlement rounds concluded so far have failed to evolve and establish fair, scientific and transparent prin-

ciples and norms in respect of in respect of fixation of wages, determination of extra leaf prices or on the 

question of legitimate claim of D.A. and such other various important fiscal issues. On the contrary, some 

sort of unprincipled ‘ad-hocism’ has long been reigning over the entire scenario of industrial relation in Tea 

Plantation with its obvious concomitant ills and far-reaching consequences for the sustainable earnings 

and livelihood of the workforce engaged in this industry. The use of this abusive means of ad-hocism seems 

to appear as the primary reason why wages in tea plantations have been kept abnormally low even in the 

second decade of 21st century. Moreover, this might also explain why the tea workers have gradually been 

put in a state of perpetual hunger and poverty with the passage of time.  Now we seek to address below at 

length the most pressing question of ‘principles’ or ‘norms’ that must be governing fixation of wages in all 

scheduled industry in the country including tea plantations industry.  

The unanimously accepted norms which should act as a guide for all wage-fixing authorities including 

Minimum Wage Committees, Wage Boards, and Adjudicators etc. in all scheduled industries in the country 

are known to be the15th Indian Labour Conference (ILC) norms. These norms specify that

i) In calculating the minimum wage, the standard working 
class family should be taken to comprise three consumption 
units for one earner (two adults and two minors), the earn-
ings of woman, children and adolescents being disregarded.

ii) Minimum food should be calculated on the basis of a net 
intake of 2700 calories, as recommended by Dr. Aykroyd for 
an average Indian adult of moderate activity.

iii) Clothing requirements should be estimated on the basis 
of a per capita consumption of 18 yards per annum which 
would give for the average worker’s family of four a total of 
72 yards.

iv) In respect of housing, the norm should be the minimum 
rent charged by Government in any area for houses provid-
ed under the Subsidized Industrial Housing Scheme for low 
income groups.

v) Fuel, lighting and other miscellaneous items of expenditure 
should constitute 20 percent of the total minimum wage.

There have been made some important additions to the aforesaid ILC norms following the judgment deliv-

ered by the Hon’ble Supreme Court in 1991. In its judgement, the Supreme Court has ruled that children’s 

education, medical requirement, minimum recreation including festivals, ceremonies and provision for old 

age, marriage etc. should further constitute 25 percent of the total minimum wage.

Some sort of 
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Table.14. Comparison of Wage With Other Industrial Employments (2015)

Sector Period
Wage 

( Rs./day)

tea sector wage as a % 

of wages in other sectors

Jute Feb, 2015 to April, 2015 423.85 47.19

Cotton Textile Feb, 2015 to April, 2015 334.57 59.78

Engineering Group A Feb, 2015 to April, 2015 442.05 45.24

Engineering group B Feb, 2015 to April, 2015 444.03 45.04

Tea Plantation    1.4.2015 to 31.3.2016 200.00 100.00

NOTE: 

(A) Engineering (other than central public sector units): Group A= those employing between 50 and 249; 

Group B= those employing 250 to 1001 and above. 

(B) The wage of tea plantation is calculated as the sum of two components: (i) The cash wage of Rs. 122.50, 

and (ii) The monetary equivalent of fringe benefi ts are taken to be grossly Rs. 77.50. 
 

Source: Labour in West Bengal, 2014-15

As the table shows, the tea industry workers still happen to be the lowest paid workers within the organ-

ised sector. We may notice that tea sector wage as a percentage of wages paid in the jute, Cotton Textile, 

Engineering Group A and Engineering Group B can be figured out at 47.19%, 59.78%, 45.24% and 45.04%, 

respectively. On an average, a representative daily rated tea worker is expected to get just 49.31% of the 

wage in comparison to the wage of an unskilled worker engaged either in Jute or Cotton Textile or Engi-

neering sector. A logical conclusion that can be arrived at from this analysis is that the wage disparity has 

remained nearly unchanged during 2015 as compared with the previous period 2006-07. 
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Another pressing problem concerning the wage fixation pro-
cess for the daily-rated tea workers is that it is devoid of any 
consideration of Variable Dearness Allowance (VDA) which is 
basically meant as a device to maintain their real wages fixed, 
if not improved, in a situation of a rise in consumer price in-
dex (CPI). Because of this severe shortcoming, once the wage 
is fixed, it is bound to erode in real terms in the interim years 
due to rise in CPI.*1 

The absence of VDA has the dire consequence that having been failed to earn any kind of inflation-adjusted 

wage rate, the daily rated tea workers have had to face unbound misery and vulnerability in a situation of 

sustained price-hike that our economy has been experiencing without any check. Likewise, while there is 

a provision of payment of VDA in other industries for the purpose of adjustment or neutralization of the 

effect of any rise in CPI, usually on a quarterly basis, no such inflation adjusting or neutralizing provisions 

for wage regulation still have any existence in the tea plantations industry for the daily rated workers who 

constitute the bulk of the labour force. 

Given this scenario, there is hardly any substance of the claim 
being insisted persistently by the planters’ lobby that tea in-
dustry is losing its competitive edge domestically and inter-
nationally due to high labour cost. On the contrary, one might 
reasonably state that the existing wage determination prac-
tices, which are totally devoid of any standard principle and 
norm or criteria, is likely to provide them with ample scope for 
cost cutting in production. What is noteworthy for the West 
Bengal tea industry is that the planters even today feel that 
fixing a minimum wage is absolutely unnecessary as because 
to their opinion the workers are not being paid a low wage in 
the industry!

* In other industries, viz. Jute, Cotton, Textile and the Engineering sectors, workers are entitled to the pay-

ment of D.A at both fixed and variable rates. The percentage of fixed D.A is determined once at the time 

of wage fixation while the percentage of variable D.A is usually determined on a quarterly basis, in the 

interim years, that is say, in the years between two successive rounds of wage settlement. It is interesting 

to note in this connection that, as far as basic wages are concerned, they are apparently much lower in 

other industries as compared to tea industry. But the fallacy is that D.A given at a fixed rate is essentially 

a kind of basic wages to which a daily rated tea plantations worker has no entitlement. Moreover, it is of 

much higher magnitude than the amount of actual basic wage. Thus, in reality the basic wage is sufficient-

ly higher in other industries in comparison to tea industry. But a point to be noted here is that, a low rate 

of basic wage as well as provision of fixed DA is unacceptable, and it has been purposefully kept at a low 

level so as to deprive the employees of cent percent neutralisation of possible wage-erosion due to any hike 

in CPI. As far as deprivation through these exploitative means are concerned, the tea workers seem to be 

little different from workers in other industries.

No inflation 
adjusting provi-
sions for wage 
regulation still 
have any exis-

tence in the tea 
industry

However, as far as fixation of wages for tea plantations laboures 
is concerned, a historical injustice had been committed to them 
through the decision of the Central Wage Board for Tea Plan-
tation Industry in 1966 to take 1.5 units of consumption to 
determine the need based minimum wage instead of 3 units 
of consumption as agreed upon in the15th Indian Labour Con-
ference (ILC).  This apart, the obligatory norms, such as those 
concerning housing, clothing, minimum food requirement etc. 
have hardly been taken care of in an appropriate manner in the 
process of wage settlement so far. Needless to say, because of 
such violations in the ILC norms to be employed in wage de-
termination, a tea worker has only been left with the option of 
being an ill paid worker. 

The planters’ circle often put the argument that a tea worker 
also receives non-monetary entitlements for their families, such 
as housing, medical facility etc. under the provisions of Planta-
tion Labour Act and food ration and free fire wood entitlements 
as provisioned by various tripartite agreements. The cost of pro-
visions of such non-wage entitlements is referred to as the social 
cost of tea production. The argument that put forward by the 
planters is that the adding up of the monetary equivalents of 
such welfare facilities would make wages much higher than the 
present nominal wage. Thus, high social obligations towards 
plantation labourers have escalated the cost of production of In-
dian tea. They are now even demanding that the burden of this 
social cost should be shared by the government at least partially, 
if not fully. But as we have explained in details above, even if the 
inclusion of social cost into the wage calculation would push 
up nominal wages to some extent, the fact remains that still it 
would be considerably less than the corresponding minimum 
wage prevailing in the organized sector. 
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Declining bush productivity

The management of tea plantations now mostly insists on payment of “productivity linked wages” as 

they firmly utter that a segment of workers are not fulfilling the basic task i.e. plucking despite receiv-

ing their full wages. Thus, it is mainly the presumed decrease in labour productivity due to shirking 

which is cited as the major cause of concern for them. 

Now the contentious issue of productivity can be viewed from 
two perspectives− either from the perspective of productivity of 
labour or from the perspective of productivity of tea bushes. The 
age of tea bushes has significant implications for productivity as 
old bushes gradually become less productive. Generally, bushes 
over 50 years old are considered less productive. Thus, labour 
productivity could have been made responsible as a source of 
productivity decline had productivity not been pulled down due 
to ageing problem of tea bushes. Ironically, the old age distribu-
tion of tea bushes has remained at the core of the poor produc-
tivity performance of the tea industry over the decades. In most 
of the older and larger plantations, the share of relatively older 
and less productive bushes continues to remain high. 

The data furnished by Tea Board on age of tea bushes in West Bengal show that the area under older 

bushes (that is, more than 50 years of age) as a share total plantations has changed from nearly 54% in 

1980 to nearly 42% in 2002. As the data are aggregative in nature without showing trend in the older 

and larger tea plantations separately, it could well be presumed that this change is largely because of 

proliferation of new tea gardens in West Bengal since early 1990s. This prediction is further corrobo-

rated by the fact that the share of area under bushes of less than five years in the Terai region became 

almost doubled from around 10.39% in 1980 to 19.22% in 2002. It is to be noted that new tea plan-

tations in West Bengal had marked its inception in the Terai region. 

It is also to be noted that the share of area under tea plantations 

that have plants in the young as well as economically productive 

age group of 5-30 years has marginally declined from nearly 34% in 

1980 to 32% in 2002.  

This seems to suggest that older and larger plantations have not 

been investing enough for uprooting/replantation. In the absence 

of timely investment in expansion of tea area under new plants, 

many of these plantations have been experiencing high negative 

growth rates in yield in recent years. This apart, the other factors 

contributing to declining bush productivity include poor drainage 

system, insufficient use of manures, and lack of irrigation (as ana-

lysed above in the context of Duncans’ tea gardens). What is note-

worthy is that declining productivity due to poor performance of 

labour is very commonly used by the employers’ organizations as 

an effective tool of bargaining power and is used as a cover for 

managerial deficiencies.

The older and 
larger planta-
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uprooting/
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The ploy of “productivity linked wages”

Third, apart from expropriating the benefit of cost saving through pushing wages at the bottom line, 

the planters can be seen to benefit quite a lot from the introduction of the system of “productivity linked 

wages”, with its introduction since 2005, presumably under the pressure of the largest planters’ body 

in West Bengal and Assam, namely, the Indian Tea association (ITA). This system was introduced on the 

pretext that wages delinked with productivity has disastrous effect on production and productivity in 

any industry and the tea industry is not an exception to this. Thus, it has been insisted that there is a 

need for the introduction of this formula for intensification of works for the workers. Under this system, 

a tea worker is eligible for receiving the daily wage on the fulfillment of the condition of plucking a fixed 

quota of tea leaves. The disincentive to workers who fail to pluck the mandatory quota has been the 

deductions from his daily wage proportional to the gap between assigned task and actual quantity of 

plucking. There is also an incentive price for the workers in the form of extra leaf price (E.L.P) for pluck-

ing leaves in excess of the set task. 

The cost implications of this disincentive system of wage pay-
ment are easy to un-
derstand. First, quite 
often it becomes dif-
ficult for a worker to 
fulfill the assigned 
task even after eight 
hours of hard work, 
for various reasons 
which are outside the 
control of the work-
ers such as low yield 
of tea bushes due to 
ageing problem, ad-
verse weather con-
ditions, inadequate 
care, manuring, irri-
gation etc on part of 
the management. The 
cost of this manageri-
al deficiency could be 
easily passed on to the tea workers through deductions 
of wages. Second, the pressure to meet the assigned 
task often lead workers, especially the women work-
ers, to bring in her dependent, either elder or minor, to 
assist them in plucking leaves to meet the productivity 
quota. This would again lead to considerable cost sav-
ing in terms of using unpaid workers.

Low yield 
of tea bushes 

happen due to 
ageing 

problem, 
adverse 
weather 

conditions, 
inadequate 

care, manuring, 
irrigation etc 
on part of the 
management.

32 33



Conclusion

It is well known that DIL has become crisis-ridden since the early 2000s following the financial troubles 

brewed in its sick fertilizer plant. The crisis has been seen to be perpetuated gradually into its tea planta-

tions and it has become unmanageable in recent time when many of its tea plantations have left completely 

non-functioning or in a condition of virtual abandonment affecting thousands of workers of these gardens. 

The crisis is mainly in the nature of severe liquidity problem and is mainly reflected through acute shortage of 

working capital and total desertion of necessary capital expenditure. In addition, the abuse of bank loans has 

added to the liquidity problem in terms of huge amount of debt outstanding. Notably, the crisis is multi-fac-

eted in nature as it encompasses a broad spectrum of issues including production, productivity, labour wage, 

bonus and provisions of social security. The present study has made an attempt to unfold the ongoing crisis 

across Duncans’ tea estates through its enquiry into the economic and financial factors responsible for its 

outbreak. Broadly speaking, it has been found that the sickness of tea plantations results completely from 

the perverse financial operation vis-à-vis mischievous managerial practices on which Duncans’ management 

has been relying upon over several decades. The management perhaps believes this to be the best way for 

fostering fastest rate of growth! The inquiry conducted by BIFR on the basis of DIL’s referral can be viewed as 

an important source for tracing out a host of economic and financial factors contributing to the crisis. It has 

clearly been revealed through this inquiry that prime source of DIL’s liquidity problem is its loss making fer-

tilizer plant whose requirements of working capital as well as capital expenditure has gone up substantially 

with the accumulation of losses over time. Thus, citing this financial problem of its fertilizer plant, the DIL’s 

management has siphoned off large amount of capital and huge profit from its tea unit. This has resulted 

in financial bankruptcy in its tea unit leaving it in an extremely bad shape. The tea unit of DIL could hardly 

meet its requirement of working capital vis-à-vis capital expenditure at the optimal level. Being faced with 

such financial constraints, the company could hardly invest enough in uprooting, replantation, rejuvenation, 

infilling, drainage and irrigation which are considered to be of prime necessities to prevent productivity from 

falling, if not increased. The importance of making adequate amount of capital expenditure for undertaking 

these productivity related activities is much more pronounced in Duncans’ tea estates where the share of tea 

bushes ageing 50 years or more continues to remain awfully high notwithstanding company’s vacuous claim 

of careful husbandry of its tea areas. But nothing substantial could have been done for halting productivity 

degradation as a result of liquidity crunch. Thus, the perpetuated liquidity problem has eventually resulted 

in sharp decline in production and productivity across all Duncans’ tea estates. Furthermore, the liquidity 

problem has also been manifested itself through curtailment of investment on renovation of worn out factory 

set ups and replacement of production machineries which has been long overdue. The cost of processing has 

substantially gone up due to this cut back in investment. Finally, the abuse of bank lending facility is another 

reason for the impoverishment of the tea estates. Because of this, Duncans’ credit worthiness has almost 

reached the bottom level which further aggravates the debt outstanding of its tea plantations. With a view to 

stop all such financial malpractices leading to sickness of highly profitable venture of tea plantation industry, 

BIFR has strongly recommended for de-merger of tea estates from the fertilizer plant. It is an irony that the 

price of such unpardonable negligence on behalf of the unscrupulous management has to be ultimately paid 

off by the tea plantation labourers who, like all other tea plantations, constitute the backbone of Duncans’ tea 

operation. They have been deprived of their wage, bonus, subsidized ration, fuel and medical facilities. More-

over, the unscrupulous management has added to their woes by resorting to defalcation of their provident 

fund and gratuity dues. In fact, this disgraceful business operation is not uncommon to DIL under the stew-

ardship of Goenka who has made his name synonymous with financial mismanagement. On the basis of the 

above analysis, it can reasonably be argued that the crisis in Duncans’ tea plantations is the worst outcome 

of perverse financial operation and mischievous functioning of its management. The cyclical downturn in tea 

industry is in no way to be blamed for the crisis to set in. 

Inelastic nature of tea demand in the domestic market

An important concern that is now being raised from the planters’ circle is that the rise in labour cost 

does matter for them as it is expected to increase the cost of production which, in turn, can create an 

over-supply situation through inducing prices to rise in the market. However, from our knowledge of el-

ementary economic theory, we know that the responsiveness of market demand and supply to changes 

in prices is largely dependent on the price elasticity of demand. If demand is found to be elastic, then 

it has the implication that a small increase in price will lead to a substantial reduction in demand and 

create an over-supply situation through leaving the commodity unsold. 

Moreover, this might lead to shifting of consumer demand 
from tea to other substitute products such as coffee, thereby 
leading to further contraction of the market. On the contrary, 
if demand has inelastic nature, there would not be any signif-
icant changes in demand and supply even if there is a rise in 
price. Thus, if demand is inelastic in nature, the excess pro-
duction problem would not suppose to be occurred.  If this 
be the case, no one arguably be worried, provided he doesn’t 
have some other objective to pursue, about the problem of 
high cost of production in terms of its effect in the form of 
demand-supply mismatch. An important finding of a recently 
conducted tea market study by FAO (The Food and Agriculture 
Organization of the United Nations) reveals that demand for 
tea in the domestic market is inelastic with respect to price. 
This carries the implication that price has an insignificant role 
to generate any adverse impact on the consumption of tea 
in the domestic market. This essentially means that there is 
practically no threat of market contraction in terms of decline 
in demand, even if higher prices are charged due to much pro-
claimed reason of ‘higher cost of production’. 

The blenders and packers in the retail market are supposed to take 

full advantage of this pattern of consumer behaviour in setting the 

price as it has been reflected through prices getting sky rocketed 

in the retail market of tea.  The producers too are, in fact, bene-

fitting enormously from this inelastic nature of demand as price 

virtually gets delinked from the cost of production. Thus the 

logic, which is purportedly cited by the planters, that high cost 

of production means high price which, in turn, means loss of 

tea demand hardly has any relevance in the context of present 

scenario of domestic tea market. As noted earlier, at present, 

the share of domestic retention of tea is more than 80% of 

the total production.
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