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CHAPTER I 

INTRODUCTION 

1.1 Th-: Working Group on Finance for Tea Industry 

(Dutt Working Group) had reviewed the credit requir~ments 

of the tea industry in 19'/2 and recommended . certain norms/ 

guidelines for providing working capitcl and development 

credit to the industry. In the context of the continuous 

rise in cost of production and a downtrend in the auction 

prices of tea, the tea industry has been representing to 

the Reserve Bank of India that the norms for providing 

working capital credit recommended by the Dutt Working 

Group do not adequately meet the requirements of the 

industry and have, therefore, to be revised. There is 

also the need to expand tea production substantially in 

the ccming years to cope with the sustained rise in 

domestic consumption without impinging on the exportable 

surplus. The Reserve Bank of India, therefore, 

constituted a Commdttee in October 1980 to examine the 

problems relating to the financing of the tea industry. 

1.2 The terms of reference of the Commdttee are 

as~Ollows: 

~ (i) To review the existing norms for 

providing working capital to the 

tea industry recommended by the 

Reserve Bank of India to scheduled 

commercial banks in March 1972 on 

the basis of the Report of the 
\ 

Working Group under the Chairman­

ship.of Shri B.K.Dutt, and to 

suggest suitable modifications in 

the present changed circumstances; 
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(ii) To examine the credit requirements 

of the tea industry (both working 

capital and term loans) in the 

wider context of the need to 

expand output to meet tr.e 

sustained rise in domestic 

consumption without impin<...,ing on 

the exportable surplus; 

(iii) To enquire into the problems 

faced by the industry in obtaining 

finance (both working capital and 

term loans) from commercial banks, 

other financial institutions, and 

the Tea Board; 

(iv) To consider other problems faced 

by the commercial banks in 

providing credit to the tea 

industry; and 

(v) To make recommendations on these 

and any other related matters 

which the Committee may consider 

germane to the subject. 

1.3 The Committee was constituted on 3rd October 1980 

with the following members: 

1. Shri K.B.Chore, 
Chief Officer I 
Department of Banking 

Operations and Development, 
Reserve Bank of India, 
Central Office, 
Bombay. •• Chairman 
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2. Shri V.M.Sundar Raj, 
Director, 
Economic Department, 
Banking Division, 
Reserve Bank of India, 
Central Office, 
Bombay. 

3. Shri S.P.Chandavarkar, 
Senior Deputy General Manager, 
Union Bank of India, 
Bombay. 

4. Shri S.C.Khanna,* 
Chief Manager, 
Grindlays Bank Ltd., 
Calcutta. 

5. Shri K.Margabanthu, 
Chief Manager (Commercial 

Division), 
State Bank of India, 
Calcutta. 

6. Shri C.R.Mukherjee, 
Assistant General Manager, 
Merchant Banking Division, 
United Bank of India, 
Head Office, 
Calcutta. 

7. Shri R.Barua, I.A.S., 
Managing Director, 
Assam Co-operative Apex 

Bank Ltd., 
Gauhati. 

8. Shri Y.S.Borgaonkar, 
General Manager I 
Agricultural Refinance and 

Development Corporation, 
Bombay. 

9. Shri R.C.Mody, 
Additional Chief Officer, 
Department of Banking 

Operations and Development, 
Reserve Bank of India, 
Central Office, 
Bombay. 

• 

•• Member 

•• Member 

•• Member 

•• Member 

•• Member 

•• Member 

•• Member 

•• Member­
Secretary 

* Since appointed as General Manager­
Western India, Grindlays Bank Ltd., 
Bombay. 
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The following members were sub~e~ently appointed on the 

Committee on the dates indicated. against their names: 

1·. Shri A.N.Roy, 
Plantation Officer, 
Tea Board, 
Calcutta. 

2. Shri K.K.Misra,* 
Deputy Secretary, 
Government of India, 
Ministry of Finance, 
Department of Economic 

Affairs (Banking 
Division) , 

New Delhi. 

17-10-1980 

31-12-1980 

* Since appointed as Director in the 
Ministry of Finance. 

1.4 Shri S.P.Chandavarkar resigned from the membership 

of the Committee with effect from 3rd April 1981 

consequent upon his resignation from the service of the 

Union Bank of India. Shri R.Barua retired from the 

service of the Assam Co-oper2tive Apex Bank Ltd., on 

28th February 1981 and in his place Shri G.C.Khound, 

the new Managing Director, was appoint~d on the 

Committee on 13th April 1981. 

1.5 The Committee issued questionnaires to the 

associations representing the tea industry (both 

producers and traders) to elicit their views on various .. 
issues and to get information on their current financial 

problems particularly relating to institutional credit. 

A detailed questionnaire was also addressed to the major 

tea financing commercial banks and apex co-operative 

banks for information on their present practices regard­

ing lending to the tea industry and for their views on 

various issues. A brief questicnnaire was issued to 
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certain State Financial Corporations. The text of the 

questionnaires is given in Appendix I. The_list of 

associations, banks and State Financial Corporations to 

which the questionnaires were issued is given in 

Appendix IT. Apart from the inform"'ttion obti"lined tr . .;:-ough 

these questionr,aires, the Committee has also made use of 
-

varieus srudies made by the Tea Beard, United Planters' 

Assoc~ation of Southern Indic, Agricultural Refinance 

and Developm3nt Corporation and by some of the financing 

banks. 

1.6 The Cvm~ttee held discussions with representatives 

of the tea industry and the financing banks at Calcutta, 

Gauhati, Jorhat, Coonoor, Bangalore, Darjeeling, Siliguri a!1c:_ 

New Delhi. A Sub-GrQup of the Committee held discussions 

in Cochin, while the Officers-in-Charge of the Gauhati 

Office of the Department of Banking Operations and 

Development of Reserve Bank of India and tho-Agricultural­

Refinance and Development Corporation made a study of 

the problems of the tea industry in Tripura, at the-­

instance of the~ Commdttee. A list of the persons and 

organisations with whom the Cbmrrdttee held discussions 

is furnis he d in Appendix III. 

1.7 The Committee met on the following dates at the 

places incll-;nted: 

10til November 1980 • • Calcutta 

20th January 1981 • • Calcutta 

10th March 1981 • • Calcutta 

13th May 1981 • • Calcutta 

23rd and 24th June 1981 • • Bombay 

23rd and 24th July 1981 • • Calc-..ltta 

17th and 18th August 1981 •• New Delhi 

28th August 1981 • • Bombay 
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Scheme of the Report 

1.8 The Report is divided into five chapters, including 

the Introduction. The second chapter presents the position 

of the tea industry in India as regards production, 

exports, domestic consumption, prices, marketing arrange­

ments and bank finance. The Committee has also brought 

out in that chapter the problems posed by the tea 

industry and the difficulties expressed by banks. The 

third chapter gives the present practices of banks in 

the provision of working capital finance and the 

Committee's recommendations regarding working capital 

credit. The fourth chapter. deals with the development 

needs of the tea industry over a five-year span and the 

institutional arrangements for financing the development 

programmes. The fifth chapter summarises the Committee's 

recommendations. 
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CHAPTER II 

PO~ITIOcl AND PROBLEMS OF TEA INDUSTRY 

2.1 India is the world's largest producer of tea, 

accounting for about one-third of the world production. 

The tea industry has an unique position in our national. 

economy. The industry is agro-based, export-oriented 

and situated in backward areas employing over one 

million people belonging largely to the backward 

classes. It also contributes appreciably to the 

Central and State exchequers. 

Production of tea in India -"-- ---.- -''- -. -- .. ~- .. 

2.2 Tea is mainly produced in Assam, West Bengal, 

·~amil Nndu and Kerala. It is also produced to a'small 

extent in Tripura, Karnataka, Himachal Pradesh and 

Uttar Pradesh. ·rhe Stat~-wise distribution of the 

area under tea and production is given in Table 1. 

--.-.-.,.--.,. .-- ..... -.-.... - ..... -.... - .... ~ ... ---- -------~ 
Note : The data furnished in Tables 1 to 10 are based 

on the statistics punlished by the Tea Board or 
otherwiSG avai lable vIi til ·th.;:: Tea· Board. 
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Table 1 .----.--.-
~~ under_!:eL~l!d.E..r:.oducti~q£_t~~ 
(Area as on 31st Narch and production 
during the year) 

State 1971 
.Are-a--produc::--Average 

1979 (Provisional) Area-'- 'produC:--Average 
(Hecta- tion yield 
res) (1000 rate 

kgs) (Kg per 

Assam 182325 223665 
(51.2) (51.3) 

West 88499 104007 
Bengal (24.8) (23.9) 

Tamil 34646 57531 
Nadu (9.7) (13.2) 

Kerala 37271 42729 
(10.5) (9.8) 

Tripura 5444 2960 
(1.5) (0.7) 

Karnataka 1870 2877 
(0.5) (0.7) 

Himachal 4183 888 
Pradesh (1.2) (0.2) 

Others 2278 731 

All 
India 

(0.6) (0.2) 

356516 435468 
(100.0) (100.0) 
------------ ====== 

h~9_i;:a~) 

1227 

1176 

1661 

1146 

544 

1539 

212 

321 

1221 

(Hecta- tion .yield 
res) ( I 000 ra te . 

kgs) (Kg per 

195459 283876 
( 5 2. 3 ) (51 • 4 ) 

91003 124281 
(24.3) (22.5) 

36853 77620 
(9.9) (14.1) 

36097 58225 
(9.7) (10.6) 

5791 3320 
(1.5) (0.6) 

1866 3515 
(0.5) (0.6) 

4183 560 
(1.1) (0.1) 

2488 533 
(0.7) (0.1) 

373740 551930 
(100.0) (100.0) 
====== ------------

hec1;.~) 

1452 

1366 

2106 

1613 

573 

1884 

134 

214 

1477 

==== 
Note: Figures in brackets are percentages to total. 

Assam accounted for 51.4 per cen-t of the total tea 

production in 1979, followed by West Bengal (22.5 per 

cent), Tamil Nadu (14.1 per cent), Kerala (10.6 per 

cent) and other States (1.4 per cent). 
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2.3 A statement showing the size-wise area and 

production of tea in India, as available in Tea 

Stati.stics 1979-80 published by the Tea Board, is 

given in 'rable 2. It may 'be noted that the figures 

do not cover Himachal Prades~. 

T,able 2 
~-.-.--

Size-wise area - and .2.roduction of tea 
(Area as on '3Tst-March 19-;;rS and 
production during 1978) 

Upto Above Above 
8.09 8.09 50 
hect- hect- hect-
ares ares ares 

and and 
upto up to 
50 100 
hect- hect-
ares ares 

2.- ---1. 3. 4. 

North India .. -.-
No. of 49 128 i34 
estates (4.2) (11.1) (11.6) 

Area in 172 3694 9691 
hectares (0.1) (1.3) (3;. 3) 

Produc,- 171 4357 10124 
tion in (0.04) (1.0) (2.3) 
'000 kgs 

South India ------
No. of 10237 238 42 
estates (95.5) (2.2) (0.4) 

Area in 9352 _ 4321 - 3106 
hectares (12.5) (5.8) (4.2) 

Produc- N.A. 1843 2760 
tion in (1.7) (2.6) 
'000 kgs 

Above Above 
100 200 
hect- hect-
ares ,ares 
and and 
upto upto 
200 400 
hect- hect-
.i?.F~ ares 

5. 6. 

257 339 
(22.3) (29.4) 

36701 99848 
(12.6) (34.4) , 
46140 144781 
(10.7) (33.5) 

64 101 
(0.6) (0.9) 

9643 29174 
(12.9) (39.1) 

15442 52782 
(14.5) (49.5) 

Above 
400 
hect­
ares 

Total 

---_~ 8. 

247 1154 
(21.4) (100. 0) 

140390 290495 
(48.3) (100.0) 

227110 432683@ 
(52.5) (100.0) 

37 10719 
(0.4) (100.0) 

18990 74586 
(25.5) (100.0) 

33860 106687@ 
(31.7) (100.0) 
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gl India 

No. of 
estates 

Area in 
hectares 

Produc-
tion in 
'000 kgs 

11 

5. 6. 8. 

10286 366 176 321 440 284 11873 
(86.6) (3.1 ) (1.5) (2.7) (3.7) (2.4) (100.0) 

]52:.1- 8015 12797 .:1634 L'! 129022 159380 365081 
(2.6) (2.2) (3.5) (12.7) (35.3) (43. 7) (100.0) 

171.$' 6200 12884 61582 197563 260970 539370@ 
(0. 03) (1.2) (2.4) (11.4) (36.6) (48.4) (100.0) 

N.A. : Not available. 

@ These figures do not tally with those given 
in Table 4 because of the difference in 
coverage • 

.$' Relates to North India only. 

Note: Figures in brackets are percentages to total. 

Tea production is perennial in the South and seasonal in 

the North. In the North (excluding Himachal pradesh), 

the number of tea estates registered with the Tea Board 

is around 1150 but nearly three-fourths of them are 

large in size with area above 100 hectares (250 acres) 

each. There are over 10,000 estates in the South, 

registered with the Tea Board, with a preponderance of 

small estates with area upto 8.09 hectares (20 acres) 

each which account fdr about 96 ?er sent of the total. 

It is estimated that there are also about 10,000 small 

tea estates in the South which are not r:~gistered with 

the Tea Board. The total area under tea and production 

of tea in the North is nearly four times that of the 

South. 



12 

Ownership of tea est~ 

2.4 The bulk of India's tea production comes from 

the corporate sector. However, in terms of number, 

proprietary concerns predominate. This will be evident 

from Table 3 cor.1pileG. f.com the la tes t data available 

with the Tea Board. 

Table 3 

Nature of No. of No. of tea Percentage share 
ownership owners estates in total 

in the belonging Area-Proauc-
category to them under tion@ 

teaG --- --
Proprietary 12,200 12,261 ) 
(mostly small ) 
growers) ) 

15.4 10.1 ) 
Partnership 74 99 ) 
firms ) 

Private limited 166 234 11.1 10.4 
companies 

Public limited 341 706 73.5 79.5 
companies 

Total 12,781 13,300 100.0 100.0 
====== ======= ===== ===== 

@ Based on Tea Directory, 1976. 

Trends in production 

2.5 The production of tea in India has been 

continuously increasing in the last decade except for 

a decline in 1975 and 1979 due to drought. The total 

production during the last ten years is indicated in 

Table 4. 



Year 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

1979* 

1980* 

13 

Table 4 

Trends in pr~~~~~~n of tea 

North Sonth 
India India 
-~--

332.33 103.14 

352.69 103.31 

368.16 103.79 

389.81 99.67 

380.58 106.56 

400.64 111.18 

427.79 128.47 

433.40 130.45 

412.57 139.36 

444.83 130.29 

* Provisional. 

(Million kgs) 

Total 

435.47 

456.00 

471.95 

489.48 

487.14 

511.82 

556.26 

563.85 

551.93 

575.12 

The average annual increase in production between 1971 

and 1978 was of the order of 18 million kgs,but there 

\vas a decline in 1979 by about 12 million kgs due to 

bad weather. The increase in production has been 

mainly due to increase in the yield rate per hectare. 

The average yield per hectare ~~ich was 1221 kgs in 

1971 increased to 1527 kgs in 1978. The yield rate, 

however, declined to 1477 kgs in 1979. 
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EXJ2.0r~s.. 

2.6 The trends in exports since 1971-72 are given 

in 'rable 5. 

Year 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

1979-80** 

1980-81** 

Table 5 

Quantity £ Value @ Unit Price @ 
(Milliqg, kgs) (Rs ._c_~es) (Rs. per J!.9l. 

214.32 160.92 7.51 

193.23 147.29 7.62 

190.27 144.85 7.61 

225.06 223.54 9.93 

211.41 238.29 11.27 

242.42 295.48 12.19 

221.52 563.71 25.45 

177.33 359.12 20.25 

208.45 384.69 18.46 

234.32 424.49 18.12 

£ Excluding instant tea. 

@ Including packet tea and tea bags and 
export duty but excluding instant tea. 

** Provisional. 

While tea production in the country has shown a steady 

increase since 1971, exports of tea did not reveal any 

significant change during the period. Exports totalled 

214 million kgs in 1971-72 and 234 million kgs in 1980-81. 

During this period, exports had fluctuated widely, 

touching a peak of 242 million kgs in 1976-77 and a low 

of 177 million kgs in 1978-79. These trends cause concern 

on two accounts. Firstly, the larger increase in 
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production than in exports indicates that internal 

market has been absorbing a~ increasing proportion of 

the country's production. Secondly, while India's share 

in world production of tea ha3 ~ore or less been main­

tained, its share in world Exports of tea has declined. 

from 30 per cent in 1971 to 24 per cent in 1979. However, 

a substantial part (about 40 per cent in terms of 

quanti ty) of the country's production of tea is still 

being exported. The destination-wise pattern of exports 

has also changed over the years. Tea exports from India 

to U.K. declined from 136 million kgs in 1951 to 53 million 

kgs in 1979, while exports to U.S.S.~. increased from 

around one million kgs to 40 million kgs during the 

period. S'ome other major buyers of Indian tea in 1979 

were A.R.E., U.A.E., Afghanistan, Iraq, Iran and Ireland. 

2.7 The thrust of Government policy is towarCs the 

export of more and more teas in value added forms. 

Table 6 indicates the performarlce in this regard. 

Table 6 

EXJ2.Q.r..t-2_L~al_~~_~d_<i~<! i terns of tea 

Year Packet Tea 
Quan- - Val ue 

-~~ 

1975-76 10.79 17.25 

1976-77 12.61 19.36 

1977-78 25.19 51.98 

1978-"19 38.60 78.74 

1979-80* 30.02 58.07 

* Provisional. 

Quantity - Million kgs 
Value - ~. crores 

__ Te a __ ~ ags Instant Tea 
Value Quan- Quan- Value 

tity tity 

0.16 0.59 0.48 1.92 

0.29 1.06 0.58 2.51 

0.39 1.85 0.60 3.15 

0.24 1.06 0.69 3.55 

0.49 2.03 0.66 3.05 
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2.8 An increasing proportion of the production of 

tea in the country is being absorbed by the domestic 

market. The annual increase was around 5 per cent during 

1972-73 to 1977-78. Since 1978-79, the internal consump­

tion has been increasing by 6 per cent per annum. The 

trends in internal consumption of tea are indicated in 

Table 7. 

Year Consumption 

1971-72 225 

1972-73 237 

1973-74 248 

1974-75 260 

1975-76 272 

1976-77 286 

1977-78 300 

1978-79 318 

1979-80 337 

1980-81 358 
( Es tima ted) 

Pr0.ie~ticp~_~or future 

2.9 The Tea Board has 

Table 7 

(Million kgs) 

Increase over the 
._Y..:t:~vi ous---y~~ __ 
:V~lum~ Perce_ntage 

12 5.3 

11 4.6 

12 4.8 

12 4.6 

14 5.1 

14 4.9 

18 6.0 

19 6.0 

21 6.2 

estimated the internal 

consumption to go up by about 20 million kgs every 

year during the period 1980-81 to 1984-85. The annual 

increase in export has been envisaged at 10 million kgs. 
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It is, therefore, necessary to increase the production 

annually by 25 to 30 million kgs to meet the domestic 

and export demand. The targets set up by the Tea Board 

for production, export and Jnternal consumption are 

given i:'1 'I:_J~. ,:.. S J 

Table 8 

~argets for five ye~_~ 

(Million kgs) 

Year Production Export Internal 

-.--- ~onsumption 

1980-81 585 220 358 

1981-82 610 230 378 

1982-83 640 240 398 

1983-84 670 250 418 

1984-85 705 260 438 

The production target is to be achieved by adopting 

various long, medium and short term measures which would 

ensure a balanced vertical and lateral growth. Among the 

long term measures are included extension planting, 

replanting and replacement planting, while rejuvenation 

and infilling of vacancies would be the medium term 

measures. Improved cn:. -':'_~ral ~~ract~_ces in t:,e ::xis ting 

plantations and creation of drainage and irrigation 

facilities are expected to show result5 in the short term. 

In order to improve the competitive character of Indian 

tea in the foreign marlcets, it is also necessary to improve 

the quality of the product. Adoption of scientific 

processing methods on the basis of recommendations made 

by the Tea Kesearch Organisations would, by and large, 
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ensure desirable cup character. For this purpose, 

modernisation of tea factories and installation of 

adequate processing capacity are also necessary. 

P rice trends 

2.10 The annual average prices realised at the various 

auction centres between 1975 and 1979 ~re given in 

Table 9. 

Auction 
centre ----
Calcutta 

Gauhati 

Siliguri @ 

Arnritsar 

Cochin 

Coonoor 
@ 

Table 9 

Average sale prices at auctions 
(Leaf and dust combined) 

(Rs. per kg) 

1975 1976 1977 1978 1979 

-- -(p rovis5_Q.!LaJ.l 

11.35 12.08 16.77 14.02 14.69 

9.52 10.83 13.30 12.40 12.83 

11.05 13.00 11.05 10.60 

5.35 6.69 10.27 8.86 6.39 

9.71 11.17 16.30 12.32 12.05 

8.26 10.17 12.75 10.90 9.99 
Auction centre set up in October 1976. 

The average prices at the various auction centres showed 

a marked decline in 19~8 end remain8d £~rther depressed 

in 1979 except for a marginal improvement in Calcutta and 

Gauhati. According to one estimate, th.3 average sale 

price in Indian auctions during 1980 \-las Rs.13 per kg. 

As a substantial part of the country's production of tea 

is still being exported and since teas for exports and 

domestic consumption are sold through the same auctions, 

international demand/supply position appears to be the 

dominant factor determining the price trends at the 
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auctions. The offtake by U.S.S.R. is the major factor 

which determines the prices of Darjeeling teas and the 

prices at Cochin auctions. 

2.11 The unit 

(including packet 

per kg in 1974-75 

* value realisation on exports of te~ 

tea and tea bags) rose from ~.9.93 

to ~.25.45 per kg ir- 1977-78 as 

compared with an average of about ~.7.60 per kg during 

1971-72 to 1973-74. Subsequently, the unit value of 

tea exports declined to ~.20.25 per kg in 1978-79 and 

further to ~.18.46 per kg in 1979-80 and ~.18.12 per 

kg in 1980-81. 

2.12 The annual average wholesale and retail prices 

of tea compiled on a sample basis by the Tea Board for 

three major cities are given in Table 10. 

Calcutta 

Table 10 

Wholesale and retail. prices of loose and 
packet tea on a sample basis in three 
!!!.a..i<2..~...s..i_ties .________ . __ 

(Rs. per kg) 

1975 11.59 16.08 13.00 18.78 

1976 14.07 16.90 14.95 19.92 

1977 17.72 19.62 18.61 22.16 

1978 15.67 18.80 16.53 22.08 

1979 15.14 19.39 15.92 22.26 

* Including export duty whenever it was applicable. 
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--1--.-._0

- --2"-- -----3------4 0

--

Bor:nb~ 

1975 11.72 16.08 12.99 18.91 

1976 N.A. 16.90 13.74 18.89 

1977 20.71 19.62 21.39 21.93 

1978 19.04 18.80 1).35 21.44 

1979 18.42 19.39 19.20 21.87 

Madras 

1975 12.01 16.08 13.80 18.24 

1976 13.42 16.90 15.26 18.97 

1977 17.03 19.62 1S.19 21.74 

1978 16.10 lS.80 17.80 21.57 

1979 16.00 19.39 17.58 21.98 

N.A. : Not available 

The prices paid by the domestic consumers may be compared 

with the prices realised by the producers at the auctions, 

given in Table 9. If account is taken of the fact that 

auction prices include high value teas meant for exports? 

there seems to be a wide margin between auction prices 

and the prices paid by domestic consumers. This is an 

aspect which causes concern and has to be looked ir.~o by 

an appro~r~~tG ~~2~Cy. 

Cost of production 

2.13 According to the tea industry, there has been 

all round escalation in the cost of production due to 

various reasons. The hike in the prices of coal and 

petroleum products has had a cumulative effect on the 

costs in the industry. Because of irregular and 
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inadequate supply of wagons by the Railways, practically 

all inputs and finished products are required to be 

transported to and from the tea gardens by road which 

entails additional costs. Apart from these factors, 

the wages had increased reccntl_y by about 28 per cent 

effective from July 1979 in th~ Sastern and North­

Eastern regions and from J3nua~y 1980 by 40 per cent 

in Kerala and by 38 per cent i:1 Tamil Nadu. The wages 

are linked to the consumer price index and changes in 

the index would have a corres~onding effect on the costs. 

No data were, however, available to the Committee to 

assess the impact of the trends in costs and the prices 

of tea on the industry. 

2.14 The problems relating to the flow of institutional 

credit to the tea industry were reviewed by the Dutt 

Working Group constituted by the Reserve Bank of India 

in September 1971. The Dutt Working Group had recommended 

the following norms for the calculation of cash credit 

limits and for fixing seasonal drawing limits for the tea 

industry: 

II (a) The cash credit linit (i.e., the maximum 

outstanding that may b~ permitted in the 

account at anyone time) may ordinarily be 

60 per cent of the gross sales turnover or 

75 per cent of the cost. Cost should be 

taken to include all expenses including 

excise duty, provident fund dues, transport, 

stores, foodgrains, interest on term loans, 

etc. 
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(b) The seasonal drawings or total drawing 

limit (i.e., the aggregate debits or 

wi thdrawals '''hich would be allowed in the 

cash credit ~ccount fsr the entire season) 

may be permitted to rise upto 95 per cent 

of the net sales turnover or the actual 

cost, whichever is less. The drawings may 

be regulated by monthly schedules as submitted 

by the borrowers and approved by the bank. 

Sales and cost referred to above may be 

calculated on the basis of average of actuals 

of the past two years (any abnormal year 

being given due weight for the purpose), 

with a built-in cover for normal crop 

expansion, cost escalation and other 

contingencies." 

The vlorking Group had also made the followipg recommenda­

tions in respect of short-term credit to the tea industry: 

i) The annual credit review should be completed at 

least a month before the commencement of the season. 

ii) Mid-season raviews undertaken around August or 

September should take into account unforeseen developments 

and provide for necessary adjustments in the financial 

arrangements. 

iii) Where gardens are not able to bring their accounts 

to credit at the end of a season, consideration may be 

given to segregating the cumulative deficit and covering 

it with a term loan with suitable repayment schedule so 
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that the working capital limit sanctioned would be 

available in full. 

The Reserve Bank of India accepted the recommendat~.ons 

of the Dutt Wnrkin<] Grc~.~:"" pne' ~dvised comme..:cial b2.n~-cs 

in Harch 1972 to give due consideration to the 

recommendations made by the Working Group for financing 

the industry. 

2.15 The main recommendations of the Dutt Norking 

Group relating to term finance are summarised below: 

a) Term loans should be provided for all 

purposes connected vTi th the development of tea gardens. 

b) Consortium arrangements should be adopted 

for financing tea gardens having in mind firstly, 

parties who experience difficulties in meeting the 

security requirements of the financing institutions 

providing different types of credit and secondly, 

institutions whose resources are insufficient to 

provide credit in full. 

c) Banks which are not financing tea industry 

should take up providing finance to tea gardens. 

d) The lead bank in3ach tea growing distr ..... ct 

should tal.:.c tLleinit:.iacive ana ensure that no garden 

suffers for want of adequate finance. 

On the basis of the recommendations made by the Workinq 

Group in regard to term finance, the Reserve Bank of 

India issued suitable guidelines to commercial banks 

and State Financial Corporations in Septemlx~r 1972 with 

a view to improving the flow of finance to the tea 

industry. 
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2.16 Conunerc"ial bank credi t for financing wor.king 

capital requirements rose from ~.105.05 crores as at 

the end of December 1974 to ~.191.35 crores as at the 

end of December 1979. Term loans increased from 

~. 3.34 crorcs to r:s. 27. 89 cror~3 during "the period. The 

distribution of outstanding credit of scheduled conunercial 

banks to the industry according to type of account is 

indicated in Table 11. It may be noted that these figures 

represent advances to the tea industry and do not include 

advances to exporters, traders and brokers. 

Table 11 

Distribution of outstanding credit of scheduled 
conunercial banks to tea industry according to 
.£l£.~ of ac:..co~l!..t ____ " 

(Rg. crores) 

Period Cash 
credit/ 
Over­
drafts/ 
Demand 
loans 

Inland 
bills 
purch­
ased 
and 
disco­
unted 

Export 
finance 
(Pack­
ing 
credit 
and 
Export 
bills 
purch­
ased 
and 
disco­
unted) 

Total 
working 
capital 
(Cols. 
2+3+4) 

Term 
loans 
(incl­
uding 
Advan­
ces 
against 
import 
bills) 

Grand 
total 
(Cols. 

1. • _2. -~.--

1974 June 77.73 3.72 

December 63.83 6.76 

1975 June 79.20 2.54 

December 80.07 1.09 

1976 June 91.60 1.63 

December 64.94 2.11 

-4-.-----
15.14 

34.46 

15.38 

29.87 

14.30 

41.39 

5. 

96.59 

105.05 

97.12 

111.03 

107.53 

108.44 

5+6) 

6. 7. 

5.62 102.21 

3.34 108.39 

5.41 102.53 

5.15 116.18 

5.48 113.01 

7.04 115.48 
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_ ... __ ._~ _ _____________ -'- _ _ ._. ____ -_- •• _. __ • __ e ... _ ••• ____ • ____ 

1. 2. 3. 4 •. 5. -_._._-----_._- -----.- .---

1977 

1978 

1979 

June 70.94 2.23 29.43 102.60 

December 60.96 2.98 48.14 112.08 

June 98.79 3.22 18.27 120.28 

December 123.71 3.79 30.88 158.38 

June 141. 64 5.69 32.70 180.03 

December 135.06 6.43 49.86 191. 35 

Note; Data relate to accounts with 
credit limits over ~.10,000. 

Source: Basic Statistical Returns. 

6. 7. ._----
7.92 110.52 

13.06 125.14 

16.88 137.16 

19.32 177.70 

26.11 206.14 

27.89 219.24 

2.17 The Committee had called for statistical data 

from 17 scheduled commercial banks and two State 

co-operative banks regarding the credit provided by them 

to the tea industry. Of these, one State co-operative 

bank has not furnished the data. The data received from 

the remaining banks as on the last Friday of October 1980 

reveal that they have financed 559 tea units with 950 

accounts as indicated below: 

(Amount Rs. crores) 

Nature of credit No. of Limit Balance 
~cil_ity accounts ou ts tan<!i.I?-..2 

Cash Credit/Over- 513 236.28 169.87 
draft/Demand loan 

Inland bills 63 9.92 5.32 

Export finance 116 62.00 28.60 --
Total working capital 692 308.20 203.79 

Term loans 258 41.90 22.99 

Grand total 950 350.10 226.78 
------ ------
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Particulars of non-borrowal limits granted by the banks 

in favour of tea units as on the last Friday of October 

1980 are given bedow: 

(Amount ~. crores) 

Nature of facility 

Inland L/Cs 

Foreign L/Cs 

Deferred payment 
guarantees and 
acceptances 

Other guarantees 

Total 

No. of Limit 
accounts ----_.-

5 0.50 

1 0.70 

52 6.17 

94 12.41 

152 19.78 

Outstanding 
liability 

0.09 

0.14 

3.42 

9.45 

13.10 

Although the data given above are not comparable with 

those in Table 11 (which relate to all scheduled 

commercial banks), it will be evident that the 

involvement of the major tea financing banks in the tea 

industry is substantial. The region-wise distribution 

of the credit provided by the major tea financing banks 

to the tea industry as on the last Friday of October 

1980 reveals the following pattern: 

n . 
",~glon P e ££en ta..9..~ _~~aEe in 

Limit Balance 

--"- outstandiQ,g 

a) Assam (Assam Valley, 66.5 61.6 
Cachar and Tripura) 

b) "lest Bengal (Dooars, 28.3 32.0 
Terai and Darj eeling) 

c) Southern R~gion 5.2 6.4 
(Tamil Nadu, Kerala 
and Karna taka) -- --

Total 100.0 100.0 
----- -_ ... --
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The distribution of credit among the tea units, classified 

according to their annual production, is indicated below; 

Tea units with annual 
production of: 

------ --- - .. ~ - -- . - - ._-_._--
i) Upto 1 lakh kg:; 

ii) Over 1 lakh kgs 
upto 5 lakh kgs 

iii) Over 5 lakh kgs 

Total 

Pe~~ta..9...e_~h~~in 
Limit Balance 

0.7 

17.6 

81.7 

100.0 

outstandina ----~-.------. 
0.7 

18.9 

80.4 

100.0 

Tea units with annual production over 5 lakh kgsabsorbed 

over 80 per cent of the credit, while the share of tea 

units with annual production upto 1 lakh kg was 

insignificant. 

2.18 The Committee had also called for data from the 

State Financial Corporations (SFCs) in Assam, Tamil Nadu, 

Kerala and 1tIest Bengal regarding the assistance provided 

by them to the tea industry. Particulars have been 

received from these SFCs except West Bengal SFC. They 

had provided term loans to the extent of ~.2.33 crores 

to tea units in about 80 accounts for acquisition of 

machinery, construction and modernisation of factor1 

buildings, 8":''::. 'i'lw 0a';'allcc: outst.u.nding as on the last 

Friday of October 1980 was about Rs.45 laJ<hs in 23 

accounts. 

Marketing arran~ments 

2.19 The various channels of marketing of tea are: 

(i) auctions in India and in London, (ii) ex-garden 

sales or direct sales by the producer in the domestic 
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market, and (iii) C & F sales, a term commonly used by 

the tea trade for direct exports by Indian producers, 

either on a forward crop contract basis or current 

contracts, without routing the teas through auctio .... s 

in India or abrc~d. '=':10 proGucerc ::lre free: to choose 

the method of marketing of their teas either through 

auctions or by entering into private contracts for sale 

at home or abroad. They usually choose a combination 

of these different methods so as to maximise their 

returns from the crop. 

2.20 The various auction centres in the country are 

at Calcutta (set up in 1861), Cochin (1947), Coonoor 

(1963), Amritsar (1964), Gauhati (1970), Siliguri (1976) 

and Coimbatore (1980). Auction centres give the producer 

the benefit of having his tea tasted, valued, catalogued 

and exhibited by specialists, the brokers, who know the 

particular needs of buyers and countries. Payment is 

also assured within 15 days from the date of sale. 

2.21 London auctions have a long tradition dating 

back to 1834. They were regarded by all interests in 

U.K., Europe and India, as an explicit form of open 

selling in public that sets guidelines and price trends 

to buyers in all markets in U.K. and elsewhere. They 

offer besides the advantage to tea producing countries 

of being able to compare their teas with those of other 

countries by the prices realised, thus giving them a 

check on the standard of their qualities. 

2.22 Ex-garden sales include all sales outside 

auctions and cover sales taking place at the garden 

itself, or from a warehouse in Calcutta. In recent 
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years, some producers have started their own retail 

outlets for direct sales to the consumers, while one has 

been holding "mini auctions" at the consuming centres. 

Such sales are also reilected in the ex-garden sales. 

One advan tuge clClimcc' ::0_':- making ex-garden s ales is til'.:; 

quickness with which the payments are received in respect 

of such sales. 

2.23 Direct exports (C & F sales) by producers find 

favour with many gardens for selling their teas directly 

to importers abroad, either for immediate delivery or on 

a forward contract. It'helps them to overcome the 

uncertainty of the final price. 

2.24 The changes in the pattern of marketing of tea 

over a 20 year period are indicated in Table 12. 

Table 12 

C1'l.anges~_-hn_~Q.e:..~t:..~~n of l!larketi~ 
of tea over a ?..<L.Y.~~~riod 

1960-62 

All India 

Indian 
auctions 

London 
auctions 

Annual 
Million 

kgs 

184.53 

79.37 

C & F sales 12.75 

Ex-garden 
sales 

63.33 

Total sales 339.98 
(Production) 

aver?-ge 
Percen-

·-~(i) 

54.3 

23.3 

3.8 

18.6 

100.0 

1975-77 
Annual average 
Million Percen­

kgs ~ 
(3) - (4) 

305.12 

40.00 

26.74 

147.73 

58.7 

7.7 

5.2 

28.4 

519.59 100.0 

1979(Provisional) 

Million Percen­
kgs i~6e 
(5) (6) 

323.27 

32.90 

21.92 

173.84 

58.6 

5.9 

4.0 

31.5 

551.93 100.0 
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(2) ( 3) (4) ( 5) (6) 

North India 

Indian 148.26 57.1 217.16 53.8 218.35 52.9 
auctions 

London 64.60 24.9 38.83 9.6 30.08 7.3 
auctions 

C & F sales 10.28 4.0 25.06 6.2 20.63 5.0 

Ex-garden 36.50 14.0 122.56 30.4 143.51 34.8 
sales 

Total sales 259.64 100.0 403.61 100.0 412.57 100.0 
(p roduction) 

South India 

Indian 
auctions 

London 
auctions 

C & F sales 

Ex-garden 
sales 

Total sales 
(p roduction) 

36.27 45.1 87.96 75.8 104.92 75.3 

14.77 18.4 1.17 1.0 2.82 2.0 

2.47 3.1 1.68 1.5 1.29 0.9 

26.83 33.4 25.17 21.7 30.33 21.8 

80.34 100.0 115.98 100.0 139.36 100.0 

Source : 1960-62 and 1975-77 figures - Report of 
Tandon Committee on Tea Marketing (1978). 

1979 figures - Tea Statistics 1979-80 
published by Tea Board. 

Over the years, the importance of Indian auctions has 

been growing at the expense of LondOn auctions which 

have been losing ground in Indian teas. Ex-garden sales 

have also acquired greater prominence in the North, but 

not in the South where their importance has declined. 

The Tandon Committee on Tea Marketing has, in its report 

submitted to the Government of India in November 1978, 

observed that while the time taken between the despatch 
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of goods and the receipt of payment is about 21 days 

for ex-garden sales, it takes about 40 days for Gauhati 

and Siliguri auctions and 81 days for Calcutta auctions. 

Auctions ar.2 also saie:. to duplicate or add to certain 

costs like trRoRportRti.0n, war2~ry'sing, brokers' 

commission and sampling, thus raising the cost to the 

producers. Ban}<s have attribute.:!. the lncrea.3ing trend 

of ex-garden sales to external impediments to auction, 

like transport difficulties and frequent strikes of 

warehouse workers. According to the Indian Tea 

Association, the increase in ex-garden sales reflects 

a change in the market practices adopted by individual 

companies whereby they are seeking to get closer to the 

ultimate consumers, thus improving their unit realisa­

tions. The prices realised by the producers in auctions 

are contended to be less than the cost of production 

lately. 

2.25 The Tandon Committee on Tea Marketing had 

recommended that taking into account the advantages and 

disadvantages of ex-garden sales, this channel may be 

left open to the choice of the producers and the buy~rs, 

because of its intrinsic advantages. There should, 

however, be monitoring of ex-garden sales by the Tea 

Board. Th<? Tea Boare'! "~p pronr""lp ~d t-.O the C0.ntral 

Government to amend the Tea Act and H.ules to provide 

for statutory registration of owners 0[ tea estates so 

as to call for periodical returns from them fo= the 

purpose of monitoring ex-garden sales. The TanJ.on 

Commi ttee h3.d further recommended "chat auction~ in 

India should be allowed to progress on their m~rits 

and that the Tea Board should be associated wit·r. th~ 
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conduct of auctions to ensure that their role is properly 

fulfilled to the advantugc and satisfaction of all 

,concerned, viz., industry, Government, trade and consumer. 

As a follow-up of this recomncndation; the Central 

Government h2l.s 0ecicJed th.::lt 2'"1 of~iciul of the Tea Bourd 

and also of the concerned State Government will be 

included in the local auction bodies conducting auctions 

in different centres in India. In addition, the Central 

Government has also constituted an Apex Auction Committee 

consisting of the Chairman of the Tea Board, Chairmen of 

the local auction bodies, representatives of the State 

Governments of Assam, West Bengal, Tamil Nadu and Kerala, 

and six members of the Tea Board. This Apex Committee 

will consider various matters relating to auctions. 

Regarding marketing for small growers, the Tandon Committee 

had recommended that some priority should be given to the 

auctions of tea by the small producers with holdings upto, 

say, 100 hectares (250 acres), so that they can be enabled 

to realise their proceeds a little earlier. The Central 

Government has since set up a Committee to consider the 

problems of the small planters. On consumer marketing 

of tea in India, the Tandon Committee had recommended a 

change from loose to packaged tea. This recommenda'cion 

is under examination by the Tea Board in consultation with 

the Tea Trad~ng Co~poration of India Ltd., National 

Agricultural Co-operative Marketing Federation Ltd., and 

National Co-operative Consumers' Federation Ltd. 

2.26 In its budget for 1981-82, the West Bengal 

Government has imposed a Rural Employment and Production 

Cess at specified rates on ex-garden/direct sales of teas 

from the gardens in the State on consignment basis to 
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outside the State and on teas sold wi thin the State but 

not througn the auction machinery. It is reported that 

with the imposition of the Cess, the volume of teas 

offered for sale through auctions in the State has 

incrcaseC c0~3~e~rnbly, ~.g., by nearly six times in 

Siliguri auction by mid-July 1981. 

2.27 The Tea Trading Corporation of India (a Central 

Government enterprise) has built up substantial 

production capacity for supply of various grades of 

black tea in blended and packagcc forms. It is presently 

exporting packaged teas to 30 markets including the 

sophisticated markets of Europe, U.S.A., Canada and 

Australia. Its exports rose from ~.1 lakh in 1974-75 to 

nearly ~.20 lakhs in 1979-80. It acts as the buying 

agents in India for Iraq and U.S.S.R. and the turnover 

of agency business in 1980-81 was ~.1.72 cror~s and 

~. 9 crores for the two countries l respectively. In 

the domestic front, tt1e Corporation has been catering 

selectively to the requirements of Defence, Railways 

and other Government institutions in bulk form. As its 

main object is to export value-added packaged teas, it 

has not so far engaged in extensive internal marketing 

operation. It is managing two large tea warehouses in 

Calcutta ,·:ic.h .::1 C;::'J:.- .:lci tj' for s t.urir.ig eight lakh tea 

chests at a time. It has also plans to establish joint 

ventures in other countries to market its pre-packed 

products. 
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2.28 The small gardens with ar~a of less than 8.09 

hectares (20 acres) each pose special problems. They 

are mainly situated in South India and Himachal Pradesh. 

The small plantations constitute less than three per cent 

of the total area under tea and their output forms even a 

smaller proportion of the total production. From the point 

of view of total acreage, output and employment, small 

gardens may not be of m~ch significance. But, as the 

Dutt Working Group had observed, they nevertheless have a 

relevance in the current socio-economic context and any 

measure to raise their efficiency standards has to be 

accorded importance. Special problems are also posed by 

bought leaf factories in the Nilgiris (so called because 

they operate mainly with green tea leaves bought from 

growers who have no processing facilities attached to 

their gardens), whose machinery and equipment are old 

with the result that they produce poor quality teas. 

S ickl.l!1arginal . uni ts 

2.·29 According to the data furnished by the maj or tea 

financing banks, they are carrying in their books the 

accounts of 41 sick units out of a total of 559 units 

financ-...!d Dy t~.,....;:,.. ~\~;'"jS<... units ar~ mostly in West Bengal 

and Assu.!l1. Normally, in banking parlance, sick units 

are deemed to be those which have incurred cash losses 

in the pr::::vious year and which, in the banks I j udgemen t, 

are likely to incur CClsh losses in the current year as 

well as the following year, coupled vlith a worsening 

trend in current ratio and debt-equity ratio. As far 

as the tea industry is concerned, the definition of a 
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sick unit is different. The Tea Act l 1953, was amended 

in 1976 to enable the Centrul Government to deal 

effectively with the problems of sick tea estates. In 

terms of the amendment, the Central Government has been 

empo\\?cr;:;d to c,"':-...4cr .:..nV(;sti9atioL1 into the working of the 

sick and uneconomic tea estates, to take over management 

of such tea estates for a period of five years with 

extension of one year at a time but not beyond seven 

years on the whole, and to tuke decision for liquidation 

or restructuring of the munaged tea estates in accordance 

with the provisions under the Industries (Development and 

Regulation) Act, 1951. The Central Government has been 

empowered to take necessary action in relation to a tea 

unit or tea undertakin~ -in one or more of the following 

circumstances: 

(a) The average yield of the tea estate during 

three out of five preceding years has been 

lower than the district average yield by 

25 per cent or more. 

(b) The tea unit has made losses in three out 

of five years. 

(c) The tea uni-t has habitually made default in 

payment of statutory dues. 

(d) The teu unit is being managed in a manner 

highly detrimental to the tea industry or 

to public interest. 

(e) The tea csta"ce, by reckless investment or 

creution of encumbrances or by diversion of 

funds, has brought about a situation which is 

likuly to affect the production and manufacture 

of tea. 
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(f) The. tea estate has been closed for a period 

of not less than three mQr-ths but it is 

possible to restart the teu estate. 

2.30 Tl:.:.. Cen tr'":'~. G(!u,:: ~nmen t h.:::-.s so far taken ovor 

the management of five teu. estates in vlest Bengal and 

one in Assam, and appointed the Tea Trading Corporation 

of India, the West Bengal Tea Development Corporation 

and Mis. Andrew Yule & Co. (a Central Government 

controlled company) as authorised persons to run these 

estates. On tho basis of a Court's order, the 

management of one of the tea estates had to be returned 

to the legal owners and presently, the West Bengal Tea 

Development Corporation ~~.erwR is not munaging any 

sick tea estatcc the management of which has been taken 

over by the Central Government. The Central Government 

has also issued certain directions under the Tea Act to 

~he present owners of some of the other tea estates for 

improving the conditions within a specified period. 

Orders for investigation into the affairs of certain 

other estates have also been issued by ·the Central 

Government. It is reported that the Government of 

West Bengal has resumed lands belonging to five tea 

estates in pursuance of action under Section 106 of the 

Trans f-.;r 0;;': P rUl:Jer-cy ~c t ...J(';Cuus...;. OL the clE.!faul t made by 

the respective tea estates to execute summary leasel 

long term lease by paying ~overnmGnt dues within a 

specified date. The managumcn·t of these estates has 

been entrusted to the West B~ngal Tea Development 

Corporation. This Corporation has also purchased one 

sma11 tea ~sta~e in Darjeeling which had not been 

functioning properly in the past. 
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2.31 According to the major tea financing banks, the 

factors responsible for tea estates turning sick are 

both internal and external. The main internal factors 

are : (a) lack of properly equipped/trained professional 

managem~nt, (b) absence of planning, (c) internecine 

quarrel/infighting among partners/directors, 

(d) indiscriminate withdrawal of funds from business by 

partners/directors, (e) diversion of funds to other 

business, and (f) liberal dividend policies in good 

years. The uneconomic size of the garden, absence of 

properly equipped factory, absence of appropriate 

irrigation facilities and low capital base are also 

reasons for sickness in small units. Among the external 

factors have been mentioned the bad state of tea market 

for several years prior to 1974, frequent labour strikes 

in warehouses, docks, etc., and frequent changes in 

demand pattern in the international market and inability 

of the planters to change the pattern of product-mix in 

appropriate time. Banks are of the view that the 

rehabilitation of a sick unit should start with the 

correct diagnosis of the factors responsible for the 

malady, preferably by technical experts through a 

techno-economic viability study. Banks closely monitor 

the accounts and endeavour to remove the reasons for the 

sickness by looki~g :into individua~ problems and providing 

long-term financial and other assistance. 

ProbleQs posed by tea indus~ 

2.32 The tea industry had at first represented to the 

Reserve Bank of India that the Dutt Working Group norms 

for providing working capital finance required revision, 

as they were hardly 2pplicable in the present changed 
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circumstances.· However, in response to the questionnaire 

issued by the Committee, the Tea Associations have 

generally expressed the view that it is not the norms 

laid down by the Dutt t"lorking Group which are at fault, 

but the manner in which the~e are sought to be applied 

by the banks. According to them, the flexibility 

recommended by the Group (i.e., built-in cover for normal 

crop expansion, cost escalation and other contingencies) 

is not being exercised by the banks when they assess the 

working capital requirements of the industry. The 

assessment of credit requirements is made by the banks 

on the basis of the co~ts and sales figures for the 

previous two years without any weightage being given for 

abnormal conditions which may have prevailed and without 

making any allowance for increase in costs or increase 

in the level of production. The Tea Associations 

complain that the actual credit limits sanctioned are 

not based on the requirements worked out according to 

the norms1but on the banks· own individual and completely 

arbitrary assessment of the working capital requirements. 

The cash credit limits sanctioned by the banks are stated 

to be generally much lower than those to which the tea 

companies were "entitled" or IIqualified ll under the norms. 

According to the Associations, unless banks have cogent 

reasons f.:;·r ~cl ~.~,<;.d..':"lC: -::.::.:.. ::-'OI"'."'::.rQrv ·they should accept 
-. -I 

the borrowers· assessment of the prospective costs and 

crops likely to be: harvested, and based upon this 

information, should sanction finnncc as per ·the Dutt 

Working Group norms. They consider that the norms are 

still valid and pertinen~but should be applied by banks 

in their entirety when assessing proposals. If, for any 

reasons, the banks cannot or will not make an assessment 
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of the working capital requirements on prospective basis 

applying the Dutt Working Group norms in their entiretYI 

but will only sanction working capital facilities based 

upon the past gross costs and sales turnover, it has 

been suggested that the norms may be revised upwards 

from 60 per cent to 75 per cent of the gross sales 

turnover and from 75 per cent to 90 per cent of the 

costs, both to be calculated on the basis of the actual 

figures for the past two years. 

2.33 In a note submitted to the Reserve Bank of India 

by Shri B.K. Dutt in Hay 1980, he had pointed out that 

in a cyclic industry like tea, it may not be possible 

for a borrower to repay all his borrowings on an annual 

basis. Shri B.C. Ghose (Chairman, Siliguri Tea Auction 

Committee) and the Tea Associations have subsequently 

supported this view. According to them, an average 

cycle may be taken to be approximately five years, 

comprising two bad years, two average years and one 

good year. In their opinion, banks should view their 

working capital lending to the tea industry in the 

context of a five-year cycle rather than on an annual 

basis. So long as all the working capital borrowings; 

whether by way of annual cash credit/overdraft and 

outstanding working capital term loans, nre extinguished 

within a five-year cyc~e, the operation of the account 

should be regarded as being satisfactory. Banks must, 

of course, be fully secur~d in respoct of their advances, 

after allowing for the neccss3ry margin, and they should 

not be expected to provide more finance than is justified 

by the value of the security they hold. The responsibility 

for providing security must rest with the borrower. While 

no doubt there are good and bad years in the tea industry, 
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no convincing. statistical evidence on the basis of 

production, prices or profitability has been furnished 

to the Committee to establish the cyclical nature of 

the indust~y as stated above. 

2.34 A suggcsticu hus b~cn made by Shri B.K. Dutt 

and the Tea Associations that borrowers should be given 

additional facility to the extent of 20 per cent of 

working capital limits for financing expenditure 

required for maintaining the existing assets in good 

health and for replacing worn out plant and equipment. 

According to Shri Dutt, working capital limit should 

cover maintenance investment, such as, installation of 

power plants, purchase of balancing equipments, 

building workers' houses, replantation, etc. Borrowers 

who avail of this additional facility should be required 

to ensure that all borrowings including this additional 

facility are repaid within the duration of the five-year 

cycle. 

2.35 The Tea Associations have mentioned that in the 

North, there is no inflow in the first four to five 

months, but the agricultural operations have to be 

carried out from January itself entailing outflows. 

In respect of major purchases like fertilisers, coal, 

oils 3.r.o. f~cls, .fo;.):::J.stuffs, etc., which are, by and 

large, marketed by Government orgunisations, tea 

companies are required to make advance payments for 

their purch~ses. They have also to make bulk purchases 

for the whole season just to ensure supply for the 

seasonal requirements. This is stated to result in 

outflows being heavy in the first two to three months 

and in tying up working capital for longer periods. 
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2.36 The Tea Associations have stated that in order 

to achieve the objective of rapid expansion of the output 

of the tea industryl all-out efforts are needed. 

Investment of the order of ~.50 to ~.75 crores per annum 

has been estimated for this purpose over the next 

20 years. In view of the pr~sent state of the tea 

industry when escalation of costs has squeezed out its 

margins I investment of this size is stated tJ be clearly 

beyond the capacity of the industry and a major portion 

of the finance will have to be provided by external 

sources at cheap rates of interest with long repayment 

periods. 

2.!7 According to the ~ea Associations, the inherent 

profitability of the industry has declined very 

considerably and the tea companies are left with a very 

thin margin or no margin. This is attributed partly to 

the steep increase in labour costs and partly to the 

high rates of taxation applicable on the profits of the 

industry. It has been po"inted out that under the present 

tax laws, the tea industry is subjected to State 

Agricultural Income-tax on 60 per cent of its income 

and to Corporate Income-tax on the balance of 40 per 

cent. With the Agricultural Income-tax rates varying 

from 60 per cent to 75 per cent, the effective rate of 

tax for the industry is stated to be 62.65 per cent in 

Tamil Nadu and Kerala and 68.65 per cent in Assam and 

West Bengal. These rates compare unfavourably with the 

Corporate Income-tax rate of 59.125 per cent (for 1980-81) 

applicable to other industries. As regards Agr1cultural 

Income-tax, it has been pointed out that the West Bengal 

Government has introduc~d legislation to make the entire 



42 

income from tea subject to Agricultural Income-tax and 

that the Kerala Government has also taken similar action 

As a result of this action by the State Governments, the 

tea companies, according to the Tea Associations, have 

been placed in the position of being asked to pay 

Agricultural Income-tax on 100 per cent of their income 

and Corporate Income-tax on 40 per cent of the same 

income. The tea companies are reported to have sought 

relief from the Courts in this regard. 

2.38 The Tea Associations have stated that about half 

the eXisting tea bushes are very old due to which the 

yield rate has not increased significantly during the 

last decade. In order to encourage intensive replanting, 

infilling, ~ter-pQanting and replacement planting under 

a phased programme, it has been suggested that 

depreciation on tea bushes - a wasting asset - should 

be allowed as in the case of rubber plantations and 

that development allowance on replantation should be 

reintroduced for income-tax purposes. The Tea Board 

has pointed out in this context that the development 

allowance on the cost of replanting was withdrawn from 

April 1970 following the introduction of the Tea Board's 

Replantation Subsidy Scheme from October 1968. The rate 

of subsidy has been enhanced from September 1980 from 

~.4,000 to ~.10,400 per hectare for plains gardens and 

from ~.5,000 to ~.12,400 per hectare for hill gardens. 

Simultaneously, a higher rate of ~.15,000 per hectare 

has been allowed to tea estates in Darjeeling hills. 

At present, development allowance is admissible in 

respect of new plantings only, at the rate of ~.20,000 

per hectare for Darjeeling gardens, ~.17,sno ppr hectare 
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for gardens in other hill areas and ~.151000 per hectare 

for plains gardens. The Tea Board has also pointed out 

that under the Central Income-tux Rules, the entir~ cost 

of replantation without any ceiling has been allo1tlGd to 

be tr~ateQ as revenue expenditure. Further, the subsidy 

granted by the Tea Board is not considered as income for 

the purpose of Income-tax. Other tax concessions like 

development rebatcl depreciation allowance, etc., for 

installation of new plant and machinery are available to 

the tea industry like any other industry as specified 

in the Income-tax Act. 

Difficulties of banks -
2.39 Banks have enumerated some specific problems 

generally faced by them in financing the tea industry. 

Tea production is uncertain since it is dependent on 

climatic factors; vagaries of nature like hailstorm and 

drought, natural calamities, etc., adversely affect the 

crop and the repayment capacity of the borrowers. 

Insurance against hailstorm and natural calamities is 

highly expensive and the realisation of claim is also 

difficult. Of late, port strike, warehouse strike, 

postponement of auction sale l etc., have delayed the 

return flow of funds. 

2.40 Banks have pointed out that the controlling 

managements of the tea companies are seated in Calcutta 

or other metropolitQn/urban centres, while the tea 

gardens are located ut far away places. The accounts 

of the tea companies are maintained at the centres 

where the manag~ments are seated. A few banks have 

represented that sometimes queries raised by banks in 
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connection with the appraisal of credit proposals have 

to be referred by the managements sitting in the 

metropolitan/urban centres to the technical personnel 

at the gardens, which results in avoidable delays in 

sanctioning the lim:i_ts. -:r:t (lIsa h~comcs difficult for 

banks to exercise proper control over the drawings, 

operations, production, sales, etc., of the,) gardens. 

2.41 Banks have stated that it would be difficult 

to work out a system of consortium arrang<~ments \vith 

the Tea Board for providing term loans to th~ tea 

industry, as envisaged by the Dutt Working Group. Some 

banks have entered into tripartite agreements with the 

Tea Board, but considerable delay is experienced in 

completing the security documentation. Banks would not 

agree, as a general rule, to concede pari passu charge 

over the tea estates to the Tea Board, because the 

equitabl~ mortgage of the tea estates is the primary 

security for them to guard against possible deficits 

arising in the-'ccounts due to contingencies like drought, 

hailstorm, strikes, etc. Further, the Tea Boardls loans 

are usually very small, as compared to the advances 

provided by banks, to justify a pari passu charge in its 

favour. One of the terms of the pari passu agreement is 

that any increase ;n t::'I-)e credit f2_cilities of the 

borrowers will require prior consent of the Tea Board. 

As the Board takes considerable time to give such consent, 

banks find it inconvenient to increase the cash credit 

limits of the borrowers urgently under pressing circum­

stances. In view of these difficulties, banks would prefer 

to consid8r the question of pari passu charge in favour of 

the Tea Board on the merits of each case, instead of such 

a requirement b2ing made compulsory for them. 
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Other problems of tea indust£Y 

2.42 According to the representations received from 

the tea industry, the industry is facing muny problems 

other than those relating to aVuilability of credit. 

The tea indus try is predomLlantly ~gric;ul t'J.ril]. and, as 

such, it is subject to all the uncertainties of 

agriculture. While costs have been i,"creasing steadily, 

prices realised by the producers are determined largely 

by international demand/supply position. It has been 

represented to the Committee that there is a large 

difference between the prices realised by the producers 

in auctions and the prices charged by the retail outlets 

to the ultimate consumers in the domestic market. It 

has also been represented to the Committee that cash 

generation in the indust~y is less than in other 

industries since no depreciation is allowed on its main 

asset, the tea bushes. Tax rates on the industry are 

stated to be much higher than on other industries. 

These problems are, however, outside the terms of 

reference of the Committee and it has not gone into 

these aspects. The Committee would, however, suggest 

that the effect of these problems, in their totality, 

on the tea industry should be examined by an appropriate 

agency. 
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CHAPTER III 

WORKING CAPITAL FINANCE 

Practices followed 
by banks 

3.1 The Working Group on Finance for Tea Industry 

(Dutt Working Group) had, in its report submitted in 1972, 

recommended certain norms (indicated in paragraph 2.1~ 
~~~.r for the calculation of cash credit limits and for 

fixing seasonal drawing limits in respect of short-term 

credit to the tea industry. The Reserve Bank of India had 

accepted these recommendations and had advised banks to 

consider these norms while fixing credit limits. Following 

this, the general impression has been that the working 

capital credit limits for the industry were being fixed by 

banks on this basis. The information received by this 

Committee from banks, however, indicates that there is a 

wide diversity at present in the practices followed by them 

in fixing credit limits. Not all banks are fixing credit 

limits on the basis of the Dutt Working Group norms and 

even those banks which have accepted these norms are 

applying them in different ways. 

3.2 For financing tea units in the Eastern and North-

Eastern regions, some banks follow these norms and 

calculate the credit requirements on the basis of 60 per 

cent of average sales turnover and 75 per cent of cost of 

the past two years (past three years in one case) and fix 

the credit limits at the lower of these two figures. Some 

of these banks also fix seasonal drawing limits on the 

lines indicated by the Dutt Working Group while a few others 

do not appear to fix any seasonal drawing limits. One major 

financing bank, however, provides finance generally on the 

basis of seasonal drawing limits, cash credit limits 
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being f.ixen only for some large borrowers. The rationale 

fGr fix.i.ng only se~c;{"IllA.l drawing limits for the smaller 

units appears to be that the seasonal drawing system is 

more suitable for them as it ensures finance throughout the 

season natwithst~nn.i.n0 i'l.ny :l.ut8rruption in prool.lction or 

marketing schedule. 

3.3 Some banks do not fix cash credit limits on the basis 

of the Dutt Working Group norms since they feel that the 

actual credit requirements of the borrowers are generally 

much below those admissible as per the nonns. They, 

therefore, fix cash credit limits according to the need­

based peak as reflected in the projected monthly cash budget 

for the season; the Dutt Working Group norms are considered 

by these banks as ceilings. A few banks do not use the 

Dutt Tj1.,rking Group norms at all. One of them assesses the 

working capital requirements on the basis of the production 

potential of the tea estates reflected in the borrowers' 

projected monthly cash budgets vis-a-vis their track record 

revealed by their latest audited accounts. The projections 

are scrutinised with the help of the cash budgets for the 

preceding years to determine the need-based character of 

their 'peak' and 'non-peak' limits for the next 12 month 

perioj. Another bank fixes cash credit limits on the basis 

that the facility should not exceed 33 per cent of gross 

annual sales of the est~elcompany averaged over the three 

previous years. 

3.4 Banks financing the tea industry in Seuth India 

consider that the Dutt Working Group norms are not suitable 

for that region since tea production in the South is 

perennial an] not seasonal as in the North. Banks fix 

cash credit limits representing 2~ to 3 mOnths' requirements 
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of the estimated cost of production for the whole year. 

In the South, banks generally do not also fix any drawing 

schedule or a drawing limit. 

3.5 The Dutt Working Group had recommended that once 

limits are s-::'1cticI!e:l.l ~)-~:1~'~s ~'-:c>u] --:. undortake mi<.l-season 

reviews around August or September to take into account 

unforeseen developments an;} provide for necessary adjust­

ments in the finanQial arrangements. The information 

received by the Committee indicates that some banks carry 

out mid-season revi~ws of the limits between July and 

September each year and suitably enhance/reduce the limits 

on the 'basis of such reviews. other banks do not carry 

out mid-season reviews as a matter of routine, but consider 

specific requests from the borrowers for increases in limits 

in mid-season wherever justified on account of unforeseen 

developments like shortage of consumable stores, in~rease 

in wages, fall in prices, auction difficulties, transport 

bottlenedks, port strike, etc. 

An as se ssment of Dutt Working G,roup norms 

3.6 The Tea Associations had represented before the 

Committee th~t they were generally satisfied with the 

recommendations of the Dutt Working Group an~ at the most 

they woull require only some ~~rginal liberalisations in the 

norms. TrH=~r C oillplci.J.llt W'.J.s ·c.uo c L!.;; OdnJ<S were not fully 

implementing the recommendations. The Committee, therefore, 

had to consider whether the n~rms, with modifications, if 
• any, are to ~ retained or a new approach has to be made. 

3.7 The Dutt Working Group norms suffer from some 

serious limitations. The norms, designed as they are for 

a seasonal industry, are not suitable where production is 
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perennial as in the S("'Iuth. Further, even in the Eastern -and 

North-Eastern regions, where production is seasonal, not 

all banks have foun:l the norms suitable for fixing working 

capital credit limits. These norms seem to have given the 

borrowers the impression that they represent Jleligibility' 

or II entitlement" for credit irrespective of thej.r actual 

needs. F rom the discussions with various tea interests and 

banks, the Committee un~erstands that the borrowers consider 

the limits on the basis of the norms as the minimum, while 

banks consider them as the maximum. The granting of limits 

according to .. eligibility" or" entitlement" under the norms 

could lead t~ overfinancing which is likely to be misuse~.r 

diverted for other activities. The Dutt Working Group had 

suggested fixation of a seasonal drawing limit, in addition 

to the need-based cash credit limit, keeping in mind that 

there should not be exc~ss drawings in relation to cost of 

production. However, it has been pOinted out to the 

Committee that a simultaneous application of the two limit~ 

can sometimes create practical operational difficulties. 

3.8 The Dutt Working Group's recommendations, it should 

be noted, were made before the Study Group on Follow-up of 

Bank Credit (Tandon Study Group) submitted its report in 

1975. The basic principle euunciated by the Tandon study 

Group, and which has since been generally accepted, was 

that the role of the banker as a len·1er is to supplement 

the borrowers' own resources. The main drawback of the 

Dutt Working Group norms is that they do not take into 

account the other resources available to the borrowers. 

In other words, the norms place borrowers who have other 

resources and those who do not have any other resources, 

on the same footing. Considering all these aspects, the 
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committee is of the view that new guidelines have to be 

evolved for the financing of the working capital needs of 

the tea industry. 

Applicability of Tandon study Group 
~d~9.: methods to tea .. indust~ .• r,J.Y __ _ 

3.9 The Dut'l:. Wor:<inq Grou'::l llOrrns for providing working 

capital to the tea industry were not revised or'su1')erseded 

by the Rest.-'!rvc Bd:li, of: Ir.'_~i.l c~veTl~}:ftcr t'lC TM.l'rlon Stu~.i 

Grou.:> made its recol"!'lT'endat ions in 1975 regarding lending 

rrethods to be applied to industrial borrowers. The First 

and Second methods of lending reco~ended by the Tandon 

Study Group for non-seasonal industries as well as J'TOst agro­

based industries cannot be applied to the tea industry for a 

number of reasons. A. ]TIajor segJ'T'lent of the tea industry is 

highly seasonal. In the case of tea industry in the North, 

during the first four r-onths of ·the season (January to April), 

the industry will only incur expenditure with no 

production. Even after l'ilay, stocks of J"'1ade tea will 

be built up only gradually to cover the banks' advances. 

In the init ial period of. the season, the banks' advances 

will, therefore, be on a clean basis. In the South, though 

tea production takes place throughout the year, there are 

peak periods i~ediately after monsoon rains and the 

production (of ~ad€ teas) shows wide fluctuations during 

the year/season. secondly; the industry's cUrrent assets 

are understated since it does not carry any raw T""aterial 

(the green leaves, Which are its raN ~aterial, are on the 

tea bushes) while the industry would have incurred expendi­

ture for raw J'T'Iaterial in the forJ'T'l of agricultural inputs. 

Thirdly, inputs such as fert.ilisers, tea chests, etc. I 

are in short supply and their creditors cannot be stretched. 
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Consequently, such items are not usually available on crenit 

and the injustry has to resort to bank credit. As a result, 

the industry's current liabilities (excluding bank credit) 
J 

are on the lower side compared to other industri~s. The 

working capital gap cannot, therefore, be workad out on the 

basis of current assets ~nd current liabilities. It may also 

be mentione-:l that the examples furnishe~l by the tea financ­

ing b2nks to this Committee show that the permissible cash 

credit limits on the basis of the First ani Second methods 

of lending, as recl"'lmmen.J.e'1 by the Tandon Study Group, are 

very low (and in some cases negative) as compared with the 

permissible limits worked out un1ler the Dutt Working Group 

norms. 

3.10 This Committee is, therefore, of the view that the 

lending methods recommsnded by the Tandon Study Group for 
other in1ustries cannot be made applicable to the tea 

industry. The Tandon study Group had, however, suggested 

that II in the case of industries with a high degree of 

seasonality, assessment of bank finance, i.e., the overall 

cree.it limit, may have to be done on the basis of monthly 
cash budgets, as is being dene at pre·sent for the sugar 

in~ustry by certain banks and thereafter also drawings will 

be regulated by up-dat3d monthly cash buJgets". The 

question before the present Committee was, therefore, as to 

how and the extent to which cash bu1gets couV::' be the basis 
for fixation of credit limits for the tea industry. 

Coverage of the cash bl,l).get method 

3.11 The main issue the Committee had to consider was 

whether all the units in the t~a inrrustry, irrespective of 
their size, organisation anj. nature of production, should 

be require:l to avail of bank credit on the basis of 
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projected cash buJgets. In the tea industry, there are a 

very large number of planters with relatively small holdings 

an~ a vast maj,rity of them are in the unincorporated sector. 

The Tandon Committee on Tea Marketing, in its report sub­

mitted to the Government of In-:tia in November 1978, has 

generally categorisej p13nters with holdings upto 100 hectares 

(250 acres) as small: only very few of them have their own 

processing factories. The report has pointe~ out that among 

them, there are some with very small hol~ings, less than 

8.09 hectares (20 acres), who only grow green leaves and sell 

them to bought leaf factories, private or co-operative. The 

Tea Board considers planters with h~ldings upto 20 acres as 

small for certain purposes. Tea planters with holdings upto 

25 a~res and employing upto 30 labourers are treated as 

small for the purpose of the Plantation Labour Act an~ are 

not subj ect to the provisions of the Act requiring every 

employer to provi~e certain basic amenities to the labourers. 

Of the 11~73 tea estates r~gistered with the Tea Board as 

at the end of March 1978 (excluding Himachal Pradesh), the 

number of estates with holdings upto 100 hectares (250 acres) 

stoo.j at 10,829 and accounted for 91.2 per cent of the total: 

their area under tea an'-"!. pro::-luction, however, constituted 

only 8.3 per cent and 3.6 per ccntjrespectively, of the total. 

Among them, tea estates with holdings upto 8.09 hectares 

(20 acres) predominated, numbering lq286 and accounting for 

86.6 per cent of the total; the majority of them are reportea 

to own less than 5 acres. They are mainly concentrate.1 in 

the Nilgiris d.istrict of Tamil Nadu (6,344) ana Kottay .... n an~ 

Idikki districts of Kerala (3J67). There are many others 

who have not registere-:l their names with the Tea Board. It 

is estimatej that there are about 20POO such estates in 
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Nilgiris alone (against 6,.344 registered with the 'Tea Board). 

A survey made_ by the .t1.gricul tural Refinance and Development 

Corporation (ARDC) of the tea plantation industry in 

Himachal Pradesh has indicatpd that there are 2,626 small 

holdings UilU8L' CE:u. .J..n z(angrd~cd.ley and 78 per cent of 

them are of less than one acre. 

3.12 Tea estates with holdings above 100 hectares (250 

acres) numbering 1,045 constituted only 8.8 per cent of the 

total number of estates registered with the Tea Board as 

at the end of March 1978, but they occupied a dominant 

position in the tea industry accounting for 91.7 per cent 

of the total area under tea and for 96.4 per cent of the 

total production. Almost all of them are in the corporate 

sector, have their own processing factories and their field 

practices and productivity levels are, by and large, superior. 

3.13 The Committee felt that the definition of small 

planters as given by the Tandon Committee on Tea Marketing, 

with a slight modification, could be accepted for the 

purpose of the guidelines relating to the financing of the 

working capital requirements 'o·f the tea producing units. 

The Committee recommends that the method of assessing 

credit requirements on the basis of cash budgets should be 

made a~_)plicable to all the Ul'" ~_ts \Oli th their own processing 

factoriE:::s, ... rrc;a.fJ8~c.J.VE: ul:l.hE::: ~iz(:;: of their holdings, 

as well as to the units which do not have processing 

factories but "'-'hose holdings are above 100 hectares (250 

acres). The units with holdings upto 100 hectares which 

do not have their own factories, may not have the organisa­

tion and the expertise to prepare estimated cash budgets; 

for them, a simpler method of assessing the working 

capital credit requirements has to be adopted. 
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Financing of the larg~r borrowers 

3.14 The cash creo:1it limits for the 13.rger borrowers 

(i.e., units other than those with hol:lings upto 100 

hectares an2 not havino the~~ own processing factories) 

may b~ fixed by banks on the basis of a detaile] monthly 

cash bu'4.get for the entire season/year to be obtaineJ. from 

them in ajvance before commencement of a particular season/ 

year. This shoul~ not be jifficult for the borrowers since 

even now, whatever be the metho:l ad.opte::! for fixing cre:lit 

limits, most of the banks call for projected cash budgets 

from these tea producing units. The cash bu~get shoul~ 

indicate month-wise the borrowers' projections relating to 

pro,luction" sales an,j stock position, sales realisations, 

:irawal of fun·:],s from the account, outstan:lings in the 

account, and purposes· for which fun~s would be drawn from 

the account. For the purpose of the cash budget, cost 

should be taken to cover all expenses including excise .'luty, 

provident fund dues, transport, stores" foo:lgrains, repay­

ment of term loans, interest, etc." but excluJing capital 

expen,1iture of any nature. As past sales/cost will be a 

m3.jor ingredient for fixing the cash cre,Jit limit for thE: 

next season/year, the proj 8C tions in the cash bujget shoul-"} 

be compare::1 with the estimc.tes of, the immediate previous 

season/y-..::ar (as actu.6.:'s ."._y 1l0C ~'-- ClvJ.ilabl-..; by the time 

the cash budget for .the next season/year is submitted) an("l 

the actuals of the season/year prior to that. Banks may 

fix the cash crejit limits at th0 level of the peak1eficit 

reflecte~ in the monthly cash bu:lget. Varia-tic:ms from' the· 

pra>j2ct2d drawing s:ched1!] es. as' per th.3 -C2.sh :::nlsget- may 

b 8 1allowcd, with'i.n. the. overall ctish...:.cr~dit limit, wi-th 

flexibility at the. discretiolT'"lOJf ithe Branch !'lanagers on 

the basis of periodical review of the actual operations. 
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3.15 It is necessary for banks to ensure that the 

larger borrowers in the tea industry meet at least a 

part of their working capital requirements from their 

owned funds and long-term r~sources and ruducG their 
over-dwpendence on bank credit. For this purpose, while 

considering credi t propos,als for the next season/year, 

banks should insist on thase borrowers furnishing a 

£EQ forma balance sheot a-s on 31st October of the current 

year. The surplus available with the borrm'lers (i.e. , 

eX(3<GSS of owned funds and long-term resources over 

investments in .fixed and non-current assets); as revealed 

by the Ero forma balance sheets as on 31st October, should 

normally be equal to at least 25 per cent of the limits 

proposed to be fixed for the next season/year on the basis 

of the projected cash budgets. Banks should ensure that 

such surplus is reflected in the projected cash budgets 

furnished by the borrowers to them. ~~erever the borrowers' 

own contribution is found to be less than 25 per cent of 

the limits proposed to be fixed, banks should lay down 

suitable COV2nants while sanctioning the limits so that 

the borrowers achieve the level of minimum contribution 

over a period not exceeding five years. The stipulation of 

a minimum of 25 per cent contribution by the borrowers 

themselvp.~ t'.O"T;:l,!",~S their ~.,orking ca::,ital requirements is 

intended for improving their intrinsic financial position; 

in good years, they should plough back as much as possible 

instead of frittering away their profits. Where it is 

observed that the surplus availabl~ with the borrowers is 

more than 25 per c0nt of th8 limits proposed to be fixed, 

banJcs should not normally allow a s lip-back in the following 

years unless warranted by factors like loss or low 

profitability of the borrowing unit or its need to make 



56 

matching contribution for development finanoe. 

3.16 In the context of the recommendation regarding 

minimum contribution of 25 per cent towards working 

capital by the larger borrowers fram their owned funds 

and long ter.m resources, the Committee has considered 

the need for converting the deficits in owned funds and 

long-te~ resources on this basis into 'working capital 

te~ loans' repayable over a fixed period of time. Conside~ 

ing the agro-based nature of tea industry which is subject 

to vagaries of weather, the Committee does not consider it 

desirable to convert the deficits into 'working capital 

term loans'repayable in fixed instalments. Such deficits 

should be made good by plough back of profits in good yearE 

or by other means, wherever feasible, i.e., increase in 

equity, long-term borrowings, etc., and as stated in the 

previous paragraph, banks shol.1ld lay dclA7Il- Sl.li tab] e~ ."-

'COllen iJ.3'It:!c 1:Wlrlili.m.J3 a:nc:t.:t.arn1ng th e 1 imi ts • 

F,iganc;i..ng of the, smaller borrowers 

3.17 Tea units with holdings upto 100 hectares (250 acres) 

without their own pr~essing factories have to depend 

upon bought leaf factories, private or co-operative, or 

adjacent tea estates with processing factories for sale 

of their green tea leaves. Since green tea leaves are 

perishable and have to be processed within a maximum of 

24 hours of plucking, the prices of green leaves are 

largely determined by the buyers. It has been represented 

to the Committee that most of the very small planters in 

Nilgiris and elsewhere also do not get institutional fLnance 

to meet their working capital requirements and have to 

depend on bought leaf factories for their credit require­

ments. Recourse to bought leaf factories for finance 
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~ampels them to sell their crop to those factories and 

weakens their bargaining power when they sell the green 

leaves. The Cummittee recommends that banks and co­

operatives should make sustained efforts to institutionalise 

the borrowings of these planters so as to make them less 

dependent on bought leaf factories. The Lead Banks in 

Nilgiris and other concerned districts should take initiative 

in this direction and ensure that the small planters are 

provided adequate short-term credit. 

3.18 Where such small holdings are being financed by 

banks and co-operatives, their needs are assessed according 

to certain scales of finance as in the case of other 

agricultural crops. The Conmittee was informed that in 

Nilgiris, the Central Co-operative Bank provides short-term 

credit to planters with ~ultivated area of 5 acres and 

belOw on the basis of scale of finance of ~.2,OOO per acre. 

In Kerala also, the State Bank of India grants short-term 

credit to planters with small holdings on the basis of 

scale of finance of Rs.1,SOO per acre. 

3.19 The Committee recommends that the method of fixing 

scales of finance per acre may be adopted for providing 

short-term credit to tea planters with holdings upto 100 

hectares (250 acres) and who do not have processing 

factories of their own. Area committees (recommended in 

paragraph 4.24 ~wr) could fix scales of finance for 

different areas periodically. They may also determine 

the cash and kind components of the scales of finance.~ 

~ ~ ~ ..,....,~ ... ctUhA. Banks may grant credit limits to 

these smaller borrowers on the basis of the scales of finance. 
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The l~ts may be allowed on cash cred~t bas~st to be 

adjusted by the end of each season/year. Banks should 

ensure that ~n work~ng out the~r credit re~irements, the 

amount of owned funds that could be brought in by the more 

affluent among therry is taken ~nto account in determin~ng 

the size of the limits. If any of these borrowers is 

prepared to project his requirements of finance on the 

bas~s of deta~led cash budgets, banks s hotild allow the 

borrower the cho~ce to do so instead of adopting the 

scale of finance. 

Inclusion of tea industry 
~n the priority sector 

3.20 The Tea Associations have represented to the 

Comm~ttee that the tea industry may be treated as 

agriculture and included in the priority sector for the 

purpose of financing. According to them, the activities 

of a tea garden are 60 per cent agricultural and 40 per cent 

~ndustrial. 

3.21 The priority sector concept for bank lending was 

evolved with the introduction of the social control 

measures in 1968-69 with a view to enlarging the flow of 

credit to the neglected and weaker sectors of the economy. 

Substantial short-term credit was already flow~ng to 

traditional plantations, viz., coffee, tea, rubber and 

spices, and they were not conside~d either as neglected or 

weak. However, development finance extended to these 

traditional plantations was included. i.n the category of 
priority sector advances. The advice tendered by tl).e 

Reserve Bank of India to banks in February 1972 permitted 

them to include, in the category of priority sector 

advances~ development loans (i.e., the type of loans 

eligible for refinance fram ARDC) to traditional 
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plantations, viz., coffee, tea, rubber and spices, and 

short-term as well as development loans to other plantations, 

horticulture (including the growing of barianas, cashewnuts, 
coconuts, lemon grass .... il, etc.) and bee-keeping. 

3.22 The maj("lr part of the tea industry, i.e., the large 

units mainly in the ccrporate sector, cannot be treated as 

agricultural since they combine agriculture and processing 

activity-. Further, owners of plantations in some cases are 

traders r"r indus'trialists and management is in the hands of­

groups which have ("Ither activities also. The bulk ("If the 

tea pr~uction comes from the corporate sect~r. Traditionally, 

commercial bank credit has been flowing to this sector and 

these large borrrwers can be considered neither as neglected 

nor as weaker sections. 

3.23 But there are a large number of very small planters 

with holdings of less than 8.09 hectares (20 acres). 

According to a study m~de by the United Planters' Association 

of Southern India, the average 3iz~ of a-small 

planter holding in tea, admeasuring 1.1 hectares in 

Tamil Nadu and only 0.55 hectare in Keralu, is lower than 
the average small unit size of 2.04 hectares in general 

agriculture. The small tea planters are in no way different 

fr~m small farmers producing other agr~cultural crops. 

Most of them d('l not at present get bank credit and it is 

necessury to bring them within institutional fold. The 
--

Committee recognises that their problems are not merely 

financial~ but in the present socio-economic context, 

any- help that can be given to them assumes Jrnportance. 

The Committee recommends that short-term credit granted 

by banks to these very small planters may be treated as 
agricultural advanCeS and included in the category of 
priority sector advances. 
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3.24 A question which has to b~ considered is whether 

the same treatment should be accorded to units with holdings 

between 20 acres and 250 acres and without processing 

factories. There are some possible objections to their 

inclusion under the priority sector category. Firstly, in 

the case of 0th~r agricultural crops, land ceilings limit 

the size of individual holdings and these tea plantations 

would be much bigger than other agricultural holdings. 

Their income, it may be argued, may also be much higher 

than the income of growers of other agricultural crops. 

Their inclusion may, therefore, be contrary tO'the view 

taken by the Working Group on Priority Sector Lending and 

the 20-Point Economic Programme (Krishnaswamy Cemmittee) 

that bank advances within the priority sectors should be 

given increasingly to the comparatively weaker and more 

under-privileged s--...~tions. Secondly, most of these planters 
may already be getting institutional credit and they cannot, 

therefore, be considered as neglected sector. 

3.25 The tea industry has been kept out of the purview 

of land ceilings presumably because the economics of 

plantation crops is different from that of other agri-

cul tural crops. S orne recent studies by the Tea Board show 

a c~rrelation between the size of the holdings and 
productivity in the tea industry. It may not be appropriate 

to compare the size of the holdings of the plantations with 

that of other agricultural crops. It should also be noted 

that unlike other major crops like wheat, ric~, cotton, 

jute, sugarcan~,etc., there are no minimum prices fixed 
or price support arrangements for tea. On the other hand, 

the realisations of these tea planters depend largely on 
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an uncertain export market which mayor may not give them a 

reasonable margin. In this context and also because of the 

need to increase substantially the production of this mass 

consumption item, any help to them to increase their 

productivity has to have a priority. While it is true that 

Krishnaswamy Committee had recommended an increasing share 

of pr"iority sector advances to the weaker- sections, the 

Committee did not suggest the exclusion of comparatively 

larger farmers from the priority sectors. If this categcry 

of planters is not included in the priority sector, they 

would have to compete increasingly with larg~ industrial 

borrowers for a share in the lendable resources of banks, 

after providing for food credit and priority sector 

advances. Thus, even if they are not neglected at present, 

there is a distinct possibility of their being neglected in 

future. 

3.26 Separate figures of bank oredit provided to this 

category of bbrrowers are not available. The area held by 

these planters totals about 5~00 acres. On the basis of a 

scale of finance of Rs.2, 000 per acre, their total credit 

requirements may be placed at the maximum at Rs .10 crores. 

Actual utilisation of credit may be lower since not all o~ 

them may borrow to the hilt. Since the total priority 

sector advances in March 1981 amounted to about ~.8,500 

cron-=s, th .... ! inc':usion of -::'11is category nf tea planters 

in the priority sector wnuld n0t make any dent on the 

resources deployed to ~ther priority sectors and would not 

be of much significance to the target stipulated for 

priority sector advances. After the rationalisation of 

the lending rates of banks in Maxch 1981, the benefit 

in interest rates that they may get also would be small; 
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currently, the maximum interest rate applicable to short­

term agricultural credit is 17.5 per cent for credit limits 

above ~.25,OOO, compared with the general ceiling rate of 

19.5 per cent. Considering these aspects, the Committee is 

of the view that, on balance, there is a strong case for 

including short-term credit granted to this category (i.e., 

tea plantations with holdings between 20 acres and 250 acres 

without having a processing factory) also under priority 

sector advances, which in effect would mean that the 

borrowers in this category would be able to obtain adequate 

credit f~m banks more easily at rates nf interest 

applicable to agricultural advances. The Committee feels 

that such help to this sector is well-deserved and would 

nnt be misplaced, particularly as these borrowers would be 

engaged in purely agricultural operations and economics of 

tea leaf prcduction, as it exists currently, does call for 
.s' -.c..h 

some help to ~ c$ti. _~ planters. 

3.27 In this context, the Committee has considered the 

question of extending the guarantee c~ver of the Deposit 

Insurance and Credit Guarantee Corporation of India Ltd., 

to the short-term credit facilities granted to the small 

tea planters. Under the Small Loans Guarantee Scheme of 

the Corporation, the credit facilities granted to faomers 

and agriculturists. for financing seasonal agricultural 

operations are eligible for guarantee cover if the facility 

is to be repaid. or adjusted within a period not exceeding 

15 months (24 months for cultivation of sugarcane). The 

Corporation's liability on account nf a credit facility 

to farmers and agriculturists for seascnal agricultural 

operations will be limited to 75 per cent of the amount 

in default or ~_2,500, whichever' may be lower. The 

guarantee will cover automatically and in bulk all the 
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eligible credit facilities without requiring the credit 

institution to make or submit to the Corporation a prior 

application for covering any or all of the credit facilities 

under ~he guarantee. 

3.28 Tl1\:. Cumrnitt..e~ f£..lS :Oe~n givt:!n ~o understand that the 

Small Loans Guarantee Scheme of the Corryoration is meant 

only for the benefit of small borrowers seeking credit 

facilities from p'3.rticipating financial institutions for 

small amounts. It is against this background that credit 

facilities extended to borrowers for plantation crops such 

as tea, coffee and rubber have been specifically excluded 

from the purview of the guarantee c~ver as, according to the 

Corporation l plantation activity involves large investment 

in land l machinery and labour to make them economically 

viable. However, in view of the Committee's recommendation 

that short-term credit granted to th~ tea planters with 

holdings upto 250 acres may be treat~d as agricultural 

advances and included in the category of priority sectur 

advances l there would be justification for extending the 

Corporation's guarantee cover to such credit facilities. 

At the same time, it is necessary to ensure that the benef i°t. 

of the guarantee cover is confined to the weaker among thnse 

planters. It is, therefore, not necessary that the guarant~e 

C0ver should automatic~lly extend tc all such tea planter~. 

Considering also the fact that the Corporation's liability 

on account of a credit facility is limited to a maximum of 

Rs.2,500, thG Cormnittee rect')mmends that the guarantee cover 

may be confined to short-term credit facilities granted to 

the small tea planters with holdings upto 20 acres. 
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3.29 The general policy at present is that borrowers 

should be discouraged from approaching banks frequently 

£or ad hoc or temporary limits in excess of sancticned 

limits. I~~ t~a iadustry is, nowever, predominantly 
I 

agricultural and subject to all uncertainties relating 

to agriculture. Moreover, it has to depend largely on 

an unpredictable export market. Consequently, it may 

be difficult for tea units to project accurately their 

cash budgets and they may have to approach banks for 

temporary or ad hoc limits. Where there are exceptional 

circumstances, e.g., natural calamities, fall in prices 

or other contingencies like port strike, warehouse 

strike, etc., banks may consider sympathetically requests 

from tea units for tGmporary limits in excess of the regular 

cash crGdit limits. Such limits should be allowag only for 

pre-determined short durations and given through separate 

demand loan or 'non-operable' cash credit account. In 

view of the uncertainties faced by the tea industry, 

banks should view the deviations from the projected cash 

budgets more leniently than in the case of other 

industries and charge additional interest of one per cent 

per annum over the normal rate on such ad hoc or 

additional limits only in exceptional cases. 

3.30 It has Deen brought to the notice of the Committee 

that brokers provide ways and. means finance to the tea 

producers to get over. temporary liquidity constraints. 

They provide advances to the tea producers against teas 

kept in wa-ehouses pending auction or to cover the gap 

of 14 days after teas are sold in auction till realisation 

of sale proceeds. They do so with the permission of the 

financing banks and in some cases without the knowledge 

of the banks. Brokers get finance from the banks. They 
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charge the producers r2tes of interest higher by 1 to 1~ per 

cent over the rates payable 1::..y them to ban};!s.. Financing­

by brokers is contrary to the concept of need-based 

financing of tea producers by banks. This would distort 

the financial position of the producers and interfere with 

the lending discipline imposed oy banks. Financing of tea 

producers by br"kers should be discouraged by banks and 

they should desist from accommodating brokers for the 

purpose of re-lending to the producers. The one main reason 

for rescrt to brokers is that it is at present difficult to 

get temporary or ad hoc credit at short notice from banks. 

As indicated in the earlier paragraph, there may be occasions 

when additional credit may have to be provided without 

delay to tide over temporary difficulties. To facilitate 

granting ~f such credit, banks should delegate adequate 

discretionary powers to the Regional Managers/Branch 

Managers. 

Adjustment of shortfall in 
cash credit account at the 
end of aseason/Year ._._-

3.31 Short-term credit facilities granted to tea units are 

basically self-liquidating and it is necessary that banks 

should maintain separate accounts for each season/year s~ 

that the expenses and realisations for each season/year are 

reflected in the same account. The Dutt Working Group had 

recommended that where the units are not able to bring their 

accounts t~ credit at the end of a season, consideration 

may be given to segregating the cumulative deficit and 

covering it with a term loan with suitable repayment 

schedule so that the working capital limit for the next 

season would be available in full. The Tea Associ~tions 

have c~plained that banks are not implementing this 

recommendation. 
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3.32 The Committee is unable to concede the demand of 

the tea industry for automatic conversion of the deficits 

in working capital acc~unts into term loans. ~{here the 

units are not able to adjust the accounts by the end of the 

season/year because thl3y have not disposed 0: the made teas 

by that time, the borrowers would n~t face any difficulty as 

there would be sufficient carry f~rwQrd stocks. Deficits in 

the accounts may arise due to bad management or diversion 

of ·sale proceeds for liquidation of past liabilities, 

financing of capital expenditure, etc. In such cases l 

banks should take necessary c0rr~ctive steps to ensure that 

the borrowers tone up their management and bring in funds 

from outside sources to cover the shortfalls.. ,~ere banks 

are ~J1'Q4ti1l1 M satisfied that the deficits represent 

losses incurred by the units due to price fluctuations or 

natural calamities or other factors beyond their control, 

the deficit may be kept in a separate acc~unt to be adjUsted 

over a perind of ·time which may be determined taking into 

account the financial position and projected future cash 

generation of the individual borrower. Normally, such 

period should not eXCeed three years. 

Financing Of bought leaf factories 

3.33 As indicated in paragraph 3.11 ~e~ there are a 

large number of small tea planters in the Nilgiris district 

of Tamil Nadu who cannot aff~rd to have their nwn factories 

to process their green tea leaves. In this situation, a 

number of factories termed as 'bought leaf factories' were 

set up in the district in th~ thirties (the first one in 

1920) which buy green leaves of the neighbouring smilll 

planters for processing. For purposes of concessions in 

excise duty, a bought leaf factory is defined as a unit 
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which h3.s purchased not less than two-thirds of its green 

leaf from outside sellers during the current and prec~ding 

financial YCRrs. These factories are now mostly proprietary 

or p~rtnership cnncerns and appear to be rendering u useful 

service to the small planters. .While the small planters 

depend upon these factories for the sale of their green 

leaves, the factories in turn depend upon the small planters 

for the supply of green leaves. Many small planters are 

themselves partners or shareholders of these factories. 

From about 128 such factories in 1958, their number has 

come down to about 80 at present in the Nilgiris district. 

The tea l~aves supplied by the small planters are stated to 

be of very poor quality as they do not follow scientific 

methods of cultivation and cultural practices. These 

disadvantages are cnmpounded by the old machinery and 

equipment of the factories, which are mostly second-hand. 

As a result, the tea manufactured by them is of poor 

quality which has its impact on the prices realised. It 

has been represented to the Committee that the bought leaf 

factories are not getting sufficient bank finance for 

modernisation· or for normal·pr6cessing. operations, and that 

unless their economic stability is ensured, they cannot 

pay an economic price to the large number of small planters 

who depend upon them. 

3.3~ Th~ iae~ Jf s~tting up co-operative tea factoLies 

for improving the economic viability of the small tea 

planters w~s first stressed by the Plantation Enquiry 

Commission in 1956. The Government of Tamil Nadu made 

the pioneering effort in this regard by formulating a 

scheme for smQII planters in 1958 on a co-operative basis. 
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The first industrial co-operative tea factory was thus 

started in Nilgiris in 1962. There are at present 11 such 

industriClI co-oper:ltive tea factories in the Nilgiria dis'trict, 
set up by the State Government with finRncial support from 

the Tea Board and the 12th factJry is stated to be under 

construction. These fClctories buy green leaves from the 

small planters for manufacturing into black tea. Similar 

factories in the co-operative sector have been set up in 

Kerala (1) and Himachal Pradesh (3) and there is a proposal 

to set up two such fnctories in West Bengal (in Terai and 

Dooars areas). A co-operative teG factory will be eligible 

for concessions in excise duty provided it satisfies the 

~ollowing conditions: (i) no member of the co-operative 

society owns a holding exceeding 10 hectares under tea 

cultivation; and (ii) the green leaf used is n~t purchased 

by 'such 'co-operative society from any grower who has a 

holding exceeding 10 hectares under tea cultivation. 

3.35 The Committee h2s been given to understand that 

the co-operative tea factories cover only about 6,000 

small tea planters in the ~ilgi~~ district. The existing 

bought leaf factories in the private sector in the district 

thus cater to the needs of the remaining large number of 

small planters. The Corrmittee recoJnises that the better 

patronage of private bought leaf factories by the small 

p:!..anteL's ::.t pr'::".J~.:J.t m=-i 0"'; pClrtly due to the fact that, 

by and large, they have to depend on these factories 

for their credit requirements. If institutional finance 

is provided to the small planters as recommended by the 

Committee, this situation may change. .\ilhen co-operative 

factories gradually gain ground, the private bought leaf 

factories may get eliminated. For the present, the 
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-private bought leaf factories seem to have a role to play 

and these existing productive facilities cannot be ignored. 

3.36 According to the information received by the 

Committee, 51 private bought leaf factories (out of eO) 

and nine industrial co-operative tea factories (out of 11) 

in the Nilgiris district have been issued registration 

certificates as small-scale industrial (SSI) units by the 

concerned authority of the 5tate Government. This is 

stated to be on the basis that the value of their plant 

and machinery does not exceed ~.20 lakhs. These factories, 

it is reported, are accordingly eligible for financial 

assistance as available to 5SI units. Under the current 

interest rates structure effective from 2nd Harch 1981, 

the ceiling rates prescribed for short-term advances to 

55I units are the same for Central Co-operative Banks as 

well as commercial banks (viz., 15 per cent for limits 

upto and inclusive of ~ 2 lakhs, 17.5 per cent for.limits 

over Rs.2 lakhs and upto Rs.25 lakhs, and 19.5 per cent for 

limits above Rs.25 lakhs). The private bought leaf 

factories and the industrial co-operative tea factories 

will thus be eligible for short-term advances at the same 

rates from commercial banks and Central Co-operative Banks, 

respectively.~ ... dvances to the bought leaf units in 

Nilgiris as well as in other areas (both in the private 

and co-operative sectors),holding registration 

certificates as 55I units, should also be eligible for 

classification as priority sector advances. It was, however, 

gathered that the position in this regard was not clearly 

understood by some bank officials at branch level. The 

Committee, therefore, suggests that the Reserve Bank of 

India, in consultation with Government of India, may issue 

suitable clarificatory instructions to the banks in this 
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regard. For the reasons given in paragraph 3.22 ~ 

the Committee is, however, not in favour of tea units other 

than bought leaf factories being classified as falling 

within the priority sector even though the value of their 

plant and machinery may be less than ~.20 lakhs. 

Export f inanc e 

3.37 The Dutt Working Group had pointed out that the 

output of several tea estates, though exported, was done 

indirectly and the benefit of the concessionary interest 

rate on packing credit went to the ~rade and not to the 

producing units. The Reserve Bank -of Indi.a had ihdicated its 

wil·lingness to extend the facility of packing credit :it 

concessionary rates to plantations engaging in exports 

through trade channels provided they were able to establish 

definite and tangible evidence of the export of their output. 

The \J1orking Group felt that the question of providing such 

tangible proof of export was one which might pose practical 

difficulties. The Group suggested that the various 

Planters' Associations, in consultation with the brokers 

and the trade, should devise methods to make it possible to 

identify the quantum of tea exports from different gardens. 

3.38 The Tea Associations have not indicated any 

procedure to ensure that the benefit of the concessionary 

interest rate is given to the producers. In the 

circumstances, the Committee is unable to find a way of 

passing on the benefit of concessionary ri'l.te of interest 

on export credit to the producers. While large tea 

companies make direct exports to some extent and get the 

benefit of the concessionary p2cking credit, the small 

producers do not hiJ.ve the ability to m-3.ke direct exports. 
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It has been suggested to the Committee that there should 

be a co-operdtive m~rketing organisation or a State 

sponsored export house for ch3.nnelising the exports of the 

small producers. This is of particular importance to 

Darjeoling where high value tea is produced. The T~ndon 

Comm.i.tte~ on 1'8<.:.1 l'~drKet.J..n9 h2d mdoe certain recorrunendations 

in regard to marketing for small planters and the Government 

of India has set up a Committee to consider the recommendations. 

3.39 It h~s been represented to the Committee that the 

period of pre-shipment credit at concessionary rates of 

interest for tea exports may be extended from 90 days to 

180 days. At presentJ packing credit at concessionary 

rates of interest is given for a period up to 90 days, 

which may be extended by banks by another 45 days. As the 

bulk of tea exports is made by the traders themselves l they 

would require packing credit only from the date they receive 

the cable advice or confirmed export order from the foreign 

buyer, till the shipment is actually made. This period would 

normally be less than the period of 90 days for which pack­

ing credit is made avaflable by banks. There would, 

therefore, be no justification for extending th0 period of 

packing credit at concessionary r3.tes of interest for tea 

exports from 90 days to 180 days. In fact, the' packing 

credit should not be given by banks automatically for the 

initial p~rloa oi 9C Jays, out should be restricted to the 

actual period required for making the exports which would 

generally be less. 

Financing of traders 

3.40 It is the usual practice of traders to buy teas 

from auctions for their outstation customers on commission 

basis and to despatch the documents to the outstation 
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centres through banks under bill limits. It has been 

represented to the Committee that unless traders are 

given adequate bill limits, they will not be able to 

bid for lets which are not urgently required for 

meeting t~~ir iimnediala needs and, as a result, it 

would be the producers who suffer indirectly. Further, 

with the imposition by the West Bengal Government in 

its budget for 1981-82 of the Ru~al Employment and 

Production Cess on teas sold otherwise than through 

auction centres in the State, the traders expect that 

the quantities of teas offered for sale through 

auctions in the State will increase considerably. The 

traders will, therefore, have to absorb larger quantities 

of teas sold through auctions than hitherto. This would 

necessitate an increase in their credit facilities. It 

has been suggested that bills purchase limits of all 

traders registered as members of the recognised auction 

centres may be suitably increased. It has also been 

represent2d that if limits are granted to the traders 

against pledge of delivery orders issued by the registered 

broker-firms covering auctioned teas, they would be able 

to lift the increased quantity of teas sold through 

auctions. The banks should consider granting of increased 

bill or other working capital limits to their trader 

clients on the merits of each case. 

~porai~~l and follow~up of credit 

3.41 BanKs have pointed out that tea companies maintain 

accounts at urban or metropolitan centres, where the 

managements are seated, although the gardens are located 

at far away places. For instance, in respect of gardens 

located in Assam and North Bengal, the accounts 
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are maintained at Calcutta, and in respect of gardens 

located in Idikki district in Kerala, the accounts are 

maintained at Cochin. For meeting the operational 

expanses of the gardens, telegraphic transfers of funds 

are arranged by the manaqements from the ac'.::ounts at th2 

urban/metropolitan centres to the branches situated near 

the gardens. The branches have no cor~ :-_rol over the 

dra\"ings and operations in the accounts, and production, 

sales, etc., of the gardens. Bank staff at the offices 

where the accounts are· maintained also are not in a 

posi tion ·to exercise any close supervision over the 

wor~ing of the gardens. Sometimes queries raised by 

the banks in connection with the appraisal of credit 

proposals have to be referred by the managemehts sitting 

in the urban/metropolitan centres to the technical 

personnel at the gardens, which results in avoidable 

delays in sanctioning the limits. 

3.42 The Committee recognises that from the point of 

view of the tea companies, the balance of advantage 

would be to maintain the accounts at Calcutta or other 

metropolitan/urban centres for quick appraisal of credit 

applications and material consultation between the 

management of the companies and the banks. However, 

from the point of view of banks, it is necessary that 

the branches nearest td the gardens should exercise 

proper control over the operations in(...he accounts. 

The Cormni ttee recorrunends that while there should be no 

objection to the tea companies maintaining accounts at 

Calcutta or oth3r metropolitan/urban centres for managing 

the sales of teas through auctions, etc., where the 

financing bank has branches in the tea growing areas, 

a part of the sanctioned working capital limits may be 
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transferred to the branches nearest "CO the tea gardens 

so that the BranCh Managers can exercise adequate 

supervision over the operations in the accounts. 'I'his 

will also facilitate the control of drawings in the 

accounts as well as the grall"t of ad hoc credi t to the 

gardens to get over temporary difficulties in 

exceptional circumstances. 

3.43 It has been brought to the notice of the Committee 

that there is a substantial time interval between 

application and approval of credit limits, particularly in 

the case of larger borrowers. The Tea Associations have 

pointed out the inability of branches of banks in tea 

growing regions to ta~e decisions on applications for 

credit without making elaborate and time-consuming 

references to their Head Offices in other parts of the 

country, resulting in considerable delays. To remedy 

the situation, banks should delegate adequate 

discretionary powers to their Regional Offices in the 

tea growing regions so that decision-making on tea 

proposals may be decentralised without having to resort 

to time-consuming references to Head Offices, to the 

extent possible. 

3.44 Representatives of the tea industry have pointed 

out to the Committee that except certain banks based in 

Calcutta, other banks do not generally have an 

appreciation of the complexities of the tea industry 

and the ~roblems relating to its financing. The 

C,)mmi ttee would suggest that banJ'\:s which have a 
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substantial stake in the tea industry and which do not 

have a separate Tea Department or Tea Cell, should set up 

Tea Cells in their Head Offices or in Regional Offices 

in the tea growing regions, manned by officers with 

adequate knowledge of the tea industry, to closely 

guide and monitor the financing of the industry. 
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CHAPTER IV 

TERM FIllANCE 

Development strategy 

4.1 The growing internal offtake of tea calls for a 

substantial increase in tea production in the corning years, 

so that the domestic requirements can be met while 

maintaining or increasing Zndia's share in world exports of 

tea. Though the major part of the increased output of tea 

would, no doubt, come from the large producers, socio­

economic considerations necessitate special efforts to 

improve the productivity and income of the existing large 

number of small units in the tea industry. 

4.2 The basic strategy is to increase the production of 

tea and improve its quality. To achieve this, it is 

necessary to adopt replanting, rejuvenation with infilling, 

inter-planting and replacement planting, in addition to 

extension planting. Further, tea cultivation has 

to be extended to non-traditional areas. Better 

planting material is also expe.cted to contribute to an 

increase in production and improvement in quality. These 

would take some time to yield results. In the short term, 

production has to be increased by the adoption of improved 

agricultural practices, viz., application of fertilisers, 

control of weeds, pests and diseases, and improving the 

drainage and irrigation system. Along with the increase 

in production, the existing manufacturing capacity has 

to be augmented for scientific processing of the larger 

crop. Provision has also to be made for renovation and 

modernisation of tea factories and for construction of 

new labour houses and ~nci1lary buildings. 
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4.3 As regards the small tea planters, it is necessary 

to provide technical and financial support to them by 

adopting a cluster' approach. Besides, construction of 

modern tea Ia2t0ries in the co-operative sector, establish­

ment of clonal multiplication centres for the supply of 

improved planting m,terials, setting up of demonstration 

plots, etc., are the other acti vi ties which are required 

to be taken up in the interest of the small tea planters. 

4.4 A planned increase in the country1s tea production 

and improvement in its quality would need extensive support 

in the shape of scientific research on tea culture and 

manufacture, and wide application of the results of such 

research. The research efforts have necessarily to be 

supported by well organised ext2nsion services for 

dissemination of the results of research. All these would 

necessitate increase in the tempo of the current research 

and advisory work for the tea industry. For effective 

application of the f.indings of research, it would also be 

necessary to organise suitable courses of technical 

training for persons employed in the tea industry as well 

as for those who opt for a career in tea, particularly in 

non-traditional areas. 

Estimates of devel.opment finance 

4.5 The Tea Board has estimated the gross requirement 

of funds by the tea industry during the Sixth Plan period 

from 1980-81 to 1984-85 at about ~.300 crores as follows : 

a) 

b) 

c) 

d) 

For extension planting of 25 1 000 
hectares @ ~.35,000 per hectare 

For replanting, replacement and 
rejuvenation of 20,000 hectares 
@ ~.30,000 per hectare 

For new factories and factory 
equipment 

For addition to existing 

(Rs. crores) 

87.Sr) 

60.00 

75.00 

factory capacity 50.00 
c/o 272.50 
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e) For construction of 

f) 

g) 

new houses 

For construction of 
other buildings, etc. 

Research and training 

Total 

blf 272.50 

5.0.0 

8.00 

12.57 

298.07 
====== 

Out of the above estimates, a sum of about ~.10 crores is 

meant to be utilised for providing assistance to small tea 

planters with holdings upto 25 acres. An additional 

provision of ~.5.85 crores is required for planting of tea 

in about 2,600 hectares in Nagaland, Manipur, Arunachal 

Pradesh and Mizoram. 

4.6 The Committee was informed that the Planning 

Commission has accepted the development plan for the tea 

industry for the Sixth Plan period, suggested by the Tea 

Board with some changes. The estimated total requirements 

of ~.300 crores may change on the basis of adjustments 

made after periodical reviews of the overall plan. The 

Commi ttee has proceeded on the assumption that t,{l:e total 

financial requirements for development purposes would be 

about ~.300 crores over a fi\~-year period. 

4.7 The Tea Board1s assessment includes extension 

planting of 25,000 hectares over a five-year period. The 

State-wise position of land available for extension 

planting in the existing tea estates, as compiled by the 

Tea Board from the annual area returns for the year 

1978-79, is as follows:-

State 

(1) 
Assam 

West Bengal 

Tripura 

Total : North India 

Area 
(Hectares) 

(2) 

36,485 

8,380 

1,665 

46,530 



( 1) 

Tamil Nadu 

Kerala 

Karnataka 

Total : South India 

All India 

79 

(2-) 

7,949 

4,633 

1,016 

13,598 

60,128 
====== 

The Committee understands that the Tea Board is of the 

view that enough land would be available to carry out the 

programme. 

Employment potential 

4.8 The tea industry provides direct employment to about 

one million workers in tea estates and another one million 

in industries ancillary to tea. The optimum employment 

potential in tea is one worker per acre. Extension 

planting in an estimated area of 25,000 hectares in the 

existing tea estates and new planting of 2,600 hectares 

in non-traditional areas during a five-year span are 

expected to create employment opportunities for about 

69 1 000 persons. 

Resources for development 

4.9 Res curcss ~J') trr-: ~~-+:ent of ~bout Rs.300 crores for 

the development of the tea industry would be much beyond 

the capacity of the tea industry and would call for 

substantial support from the existing institutional set-up 

comprising the Tea Board, the Agricultural Refinance and 

Development Corporation (ARDC), the Industrial Development 

Bank of India (IDBI) and the banks. 

4.10 The Tea Board operates certain financial schemes. 

Under its Plantation Finance Scheme, it provides loans 

to owners of tea estates who are not in a position to 

undertake replanting, replacement planting and/or 

extension planting out of their own resources. The 
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quantum of loan that can be grantee under the scheme was 

enhanced from ~.11,250 to ~.20,000 per hectare for plains 

gardens and from Rs.13,750 to ~.25/000 per hectare for 

hill gardens, effective from January 1979. The loan 

carries a rate o~ in~~~8st of 9.5 per cent per annum~ with 

a rebate of 0.5 per cent for punctual payment of principal 
and interest on the due dates. Equitable mortgage of the 

loanee tea estates is accepted as security for the loans. 

The mortgage is shared with the tea financing banks 

providing short-term credit under pari passu or second 

charge arrangement, depending on the merits of each case. 

The Tea Board has sanctioned loanq aggregating ~.13.91 crore. 

to 310 tea estates in different States under the soheme 

upto the end of September 1980; the total amount disbursed 

was ~.7.21 crores and the outstanding balance was 

~.2.63 crores. The Tea Board also operates the Tea 

Machinery and Irrigation Equipment Hire purchase Scheme 

for supply on hire purchase basis tea machinery, irrigation 

equipment, tractors, vehicles, etc., essentially required 

for better production and manufacture of tea. Purchase 

of second-hand driers and prime movers is also admissible 

under the scheme, provided the Tea Boare is fully 

satisfied that the machines are suitable in all respects. 

At present, loan can be mad? available ~o an individual 

tea estate upto .::J. raaximum of ;<3.l0 .Lakhs for the supply of 

irrigation equipment. A revolving ceiling of ~.10 lakhs 

has been fixed for supply of machinery. The rate of 

interest is 9.75 per c.ent per annum with a rebate of 0.5 

per cent for prompt payments. The Tea Board has granted 

loans aggregating ~.41.24 crores to 1,910 applicants in 

different States under the scheme upto the end of September 

1980. The Tea Board also provides subsidies for 
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replantatioq/rejuvenation under the following schemes: 

(Rs. crores) 

a) 

0) 

d) 

Scheme 

Tea Replantation/Replace­
ment Subsidy SCheme 

Tea Area Rejuvenation and 
Consolidation Subsidy 
Scheme (For hill areas) 

Tea Replantation/Replace­
ment Subsidy Scheme for 
Small Growers* 

Tea Area Rejuvenation and 
Consolidation Subsidy 
Scheme for Small Growers* 
(For hill areas) 

Total 

x 
X 
X 
X 
X 

x 
X 
X 
X 
X 
X 
X 

Amount disbursed 
upto 30th September 
1980 

3.96 

0.35 

4.31 

* With holdings ~ tea area upto 25 acres. 

4.11 The Tea Board has granted loans amounting to 

~.128.79 lakhs for setting up of ten co-operative tea 

factories in Tamil Nadu, one in Kerala and two in Himachal 
0.. """ , "",-.t 

Pradesh till September 1980; the outstandingl~ was 

Rs.99.13 lakhs. These f2~tories have been granted subsidy 

aggregating Rs.22.78 lakhs for fertilisers, staff, sett1ng 

up of tea nurseries, etc. The Tea Board has also grantea 

subsidy amounting to Rs.2.10 lakhs for setting up of tea 

nurseries in non-traditional areas, viz., three in 

Nagaland and one each in Madhya Pradesh and Orissa. 

4.12 The assistance made available by the Tea Board to 
the tea industry is primarily meant to motivate the tea 
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estates towards development activity and it is not 

supposed to meet the entire credit needs of the industry. 

The Committee has been informed that the total financial 

outlay under the Tea Board's Plan schemes over the five­

year period would be ~.41 crores as under : 

a) 

b) 

c) 

d) 

e} 

f) 

4.13 

Loans under Tea Plantation 
Finance Scheme 

Loans under Hire Purchase 
Scheme 

Subsidies for replantation 

Loans and subsidies under 
Small Growers Scheme 

Finance to tea units to 
be set up in non­
traditional areas* 

Research and training 

Total 

(~. crores) 

3.50 

27.70 

4.47 

2.33 

2.00 

1.00 

41.00 
======== 

* For seven tea units with a total 
acreage of 2600 hectares in Nagaland, 
Manipur, Arunachal Pradesh and 
Mizoram. 

ARDC has so far sanctioned 230 schemes for 

development of tea plantations in different States with 

total financial outlay of ~.103.79 crores, financial 

assistance by banks of ~.78.05 crores and ARDC refinance 

commitment of ~.70.24 crores as at the end of March 

1981. The total amount disbursed by ARDC upto 31st 

March 1981 was ~.19.14 crores. In all its efforts to 

promote the development of the tea industry, ARDC 

co-ordinates ~~~ with the Tea Board. ARDC provides 
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refinance to the extent of 90 per cent of the financial 

assistance extended by the banks in the North-Eastern 

and Eastern States and 80 per cent in the case of other 

States. Owners of tea plantations are normally requir~d 

to bring in 25 per cent of the financial outlay out of 

their own resources and the banks provide the balance. 

The rate of interest on refinance provided by ARDC to 

the banks is 6.5 per cent per annum in respect of loans 

to small farmers and 7.5 per cent per annum for other 

farmers with the stipulation that the rate to the ultimate 

borrower (far diversified purposes) is not to exceed 

10.25 per cent per ann1zn in the case of small farmers 

and 12.5 per cent per annum for others (inclusive of 

interest tax). The borrower has to mortgage the land 

and buildings and hypothecate the plant and machinery and 

tea crops awned by him to the financing bank as security 

for the loan. 

4.14 The Chairman and some of the members of the Committee 

had diSCUSsions with the Chairman and the Managing Director 

of ARDC in regard to the development needs of the tea 

industry. During the discussions l it was indicated that 

there would be no difficulty for ARDC to provide funds by 

way of refinance to the extent of about ~.125 crores to 

the tea industry over the five-year period; it would also 

be the endeavour of ARDC to give due share of its finance 

to the small planters. One suggestion which came up 

duri-ng the discussions was that the Tea B02rd could 

consider divesting itself gradually of the Qi~ect financing 

function, as different agencies financing tea planters 

at different rates of interest for the same purpose often 

creates problems. The Tea Board could utilise ~ts 
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resources for providing subsidies, such as, for compensat­

ing the loss of income on account of replanting or for 

reducing the interest burden to deserving sectors. Besides, 

the Tea Board would have to attend to the planning process 

and provision of" extension service. It was also suggested 

that the Tea Board and ARne should closely collaborate in 

formulation of physical programmes. A.. suggestion was also 

made that while factory equipment upto certain levels could 

be financed by ARDC as a part of development project, there 

could be consortium arrangement between ARDC and IDBI for 

larger projects. 

4.15 IDBI has provided assistance to the tea industry for 

purchase of machinery under its Bills Rediscounting Scheme. 

Since the inception of the scheme in ~pril 1965 upto June 

1980, the face value of bills rediscounted by IDBI in 

respect of the tea industry under the scheme was ~.8.61 

crores and the net amount disbursed was ~.6.52 crores. 

IDBI has also provided assistance to the tea industry 

under its Refinance Scheme for industrial loans. 

Particulars of assistance provided by IDBI to the tea 

industry under this scheme since its inception in 1964 

upto 30th June 1980 are given below: 

NO. of units 
Total sanctions 

Total disbursals 

~ts~a~dioo a~sistance 
as ~n ~0~6~1980(Bank~ 
and state Financial 
Corporations together) 

(a ...,.,-.c~s. lakhs) 

Assistance through 
Banks State Finan­

cial Corpor­
ations 

21 
85.08 

80.20 

14 
54.02 

25.23 

Total 

35 
139.10 

105.43 

76.39 
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4.16 The Chairman and some of the members of the Committee 

had discussions with an Executive Director and other 

officials of IDBI. It was mentioned that IDBI would be 

able to provide development finance to the tea industry 

to the extent of ~.50 to ~.75 crores spread over a period 

of five yearsl if project schemes are properly organised. 

It would be desirable to adopt consortium approach between 

State Financial Corporations, State Industrial Development 

Corporations and banks for financing the tea industry under 

the Refinance Scheme of IDBI. At present, IDBI sanctions 

overall limits in favour of banks for discounting of bills 

under its Bills Rediscounting Scheme, which are allocated 

by the individual banks among the various industries. To 

ensure availability of funds to the tea industry, IDBI would 

consider giving separate limits for the tea industry under 

the overall limits, once the planning process gets going. 

4.17 Banks are at present granting term loans to the tea 

industry mainly under ARDC Refinance·Scheme. As ARDC 

provides refinance to the extent of 90 per cent of the 

financial assistance extended by banks in the North-Eastern 

and Eastern States and 80 per cent in other States, it is 

envisaged that banks will have to provide term loans to 

the extent of 10 to 20 per cent of the total institutional 

outlay of about ~.150 crores to be covered by ARDC 

Refinance Scheme; this would work out to about ~.25 crores. 

4.18 The resources that could be made available for 

the development of the tea industry for the next five 
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years by the Tea Board and ~ •• W financial institutions 

would, on this basis, aggregate ~.240 crores as under: 

(~. crores) 

Tea Board 40 

ARDC 125 

IDBI 50 

Banks 25 

Total : 240 

This would leave a gap of ~.60 crores in the projected 

requirements of about Rs.300 crores, to be met by the tea 

industry itself out of its own reSOULCes. Normally, the 

industry is expected to make its own contribution to the 

extent of ~.75 crores on the projected outlay of ~.300 

crores. Some Tea ~ssociations have represented to the 

Committee that with the existing taxation level, it may 

not be possible for the tea industry to provide margin 

on the projected development finance at the normal rate 

of 25 per cent. While no general norm can be laid down 

in this regard, the Committee is of the view that 

relaxation may have to be allowed in individual cases 

on merits, particularly in the case of small planters 

and deserving weak units. 
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4.19 In this connection, a reference"may be made to the 

suggestion made by Shri B.K. Dutt (vide pardgraph 2.34) 

that working capital limit should cover maintenance 

investment, such as, installation of power plants, purchase 

of balancing equipments, building workers' houses, etc., 

to be repaid within th~ duration of a five-year cycle. 

According to Shri Dut4 these requirements may not be 

included in "term loans", but may be called "unavoidable 

capital expenditure" and tea producers should be encouraged 

to get "quick loans" fr,)m banks through working capital 

accounts for such expenditure; banks in due course could 

go to ARDC for refinance. This suggestion has apparently 

been prompted by the delays involved in granting term 

loans by banks. The Committee is of the view that the 

normal maintenance and repairs are part of the annual 

expenditure of a tea unit and should be projected in the 

cash budgets of the larger borrowers for each season/year, 

recommended in paragraph 3.14. Banks cannot, however, 

provide loans for capital expenditure without a detailed 

apprais al of the technical and economic -Jiabil i ty of the 

proposition to be financed, nor can term loans be provided 

through working capital accounts, as suggested by 

Shri Dutt, without prescribing G repayment SChedule. 

Nevertheless, there may be cases where a tea unit has to 

purchase balancing equipments or undertake renovation 

of factory building for which finance may not be 

available from ARDC or the Tea Board according to their 

existing schemes. It should be the endeavour of banks 

to provide term loans for such purposes on merits. 

Time is of essence in such cases and banks should avoid 

delay in meeting such genuine requirements. 
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4.20 In the light of the larger requirements of 

development finance for the tea industry, the Committee 

feels that the Tea Board, ARDC and IDBI should make a 

review of their existing fir:.:=:ncing schemes so that term 

loans for essential purposes not covered by the existing 

schemes are made available to tea units (e.g., construc­

tion of building for housing machinery acquired through 

loans provided by any of th~se agencies, purchase of 

second-hand machinery, etc.). 

4.21 It may be mentioned here that the State Governments 

operate, with funds made available by the Central Govern­

ment, schemes for grant of loan and subsidy under the 

Subsidised Housing Scheme for plantation workers. Under 

the scheme, ceiling cost for a normal two-room labour 

house has been fixed at Rs 5,000 and of this amount, 

50 per cent, i.e., ~ 2,500 is made available as loan and 

37.5 per cent, i.e., ~ 1,875, as subsidy. It has been 

represented to the Committee that the ceiling of 

~ 5,000 for the purpose is very low as the present cost 

of construction of such houses is about ~ 12,500 and 

that the assistance should accordingly be increased. 

Revision of the scheme for raising the ceiling from 

~ 5,000 is stated to be under consideration of some 

State Gove~nmen~s. 

4.22 The Tandon Committee on Tea Marke~ing had 

suggested two alternatives to meet the growing financial 

needs of the tea industry, viz., (a) the Tea Board ,may 

extend its existing financial activities; (b) a new 

Tea Finance Body comprising the Te'a Board, financial 

institutions and the tea industry, under the 

administrative control of the Ministry dealing with 
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the commodi ty may be se·;: up. Since the resources of the 

Tea Board are obtained through budgetary allocations, the 

Tea Board would not be able to meet the entire financial 

requirements of the plan. As already indicated, the 

required finance can be provided from within the existing 

institutional framework. The Committee finds no special 

merit in setting up a new financing institution 

(particularly in the context of the proposed NABARD*) 

which would have to depend for its resources on the 

existing financial institutions and the Government. In 

the following paragraphs, the Committee has indicated 

arrangements to co-ordinate the activities of the Tea 

Board and the existing financial institutions in the 

implementation of the development plan. 

Implementation of development programmes 

4.23 It is essential that the plan for investment 

envisaged over a five-year period for the development of 

the tea industry is implemented in a systematic manner 

so as to obtain maximum results. The implementation 

and monitoring of the plan should be the responsibility 

of the Tea Board. The Tea Board has a Statutory Develop­

ment Committee whose membership is restricted to the 

members of the Tea Board, and the financi~l institutions 

are not represented on the above Committee. In order to 

ensure co-ordination between the Tea Board and the 

different financial institutions in the implementation of 

the development plan, the Committee suggests that the 

representatives of the Reserve Bank of India, ARDC, IDBI 

and banks may be, formally or informally, associated with 

the Statutory Development Committee. This enlarged 

Committee would attend to various aspects relating to 

* National Bank fOL Agricultural Credit and 
Rural Development. 
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the implementation and monitoring of the plan and 

co-ordination between the different financial institutions. 

4.24 The Tea Board1s development plan is a central plan 

based on the estimated total demand for tea in the coming 

years. If the targets set out in the plan are to be 

achieved, the development programme would have to be 

translated into specific schemes. Considering the 

different problems in the various tea growing areas, the 

Committee is of the view that suitable development schemes 

have to be formulated at the grass-root level in 

different areas. In this context, the Committee suggests 

that Standing Area Development Committees may be 

constituted for the tea industry by the Tea Board for the 

various tea growing areas, consisting of representatives 

of the Tea Board, Reserve Bank of India, ARDC, IDBI, tea 

producers, State Governments and banks. The more important 

functions of these area committees may be as specified 

below : 

a) Preparation o£ sub-plans for the 

respective areas out of the total 

plan. 

b) Preparation of specific schemes out 

of the area plans, particularly for 

small planters. 

c) Co-ordination between different 

financial institutions and 

development agencies in the areas. 

d) Fixing of sc~les of finance for 

small planters in different areas 

periodically (as recommended in 

paragraph 3.19). 
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The organisational support to these area committees should 

be provided by the Regional Offices of the Tea Board, 

which will have to be sui-tably strengthened. These area 

committees would have to identify and consider the 

specific problems of the concerned areas while formula­

ting schemes for development. The problems in some of 

the tea growing areas are very briefly indicated 

below. 

4.25 According to a study made by the United Planters' 

Association of Southern India (UPASI), the most striking 

features of the small tea planters in the South are their 

unorganised form of cultivation and consequent low 

productivity. The major constraints in improving the 

productivity of the small planters are stated to be 

inter-planting of tea areas with vegetables or other 

horticultural crops for their home consumption or 

marketing, low bush population with vacancy levels 

rising upto 50 per cent, improper and untimely applica­

tion of fertilisers, non-application of plant protection 

chemicals for want of information and understanding, 

improper cultural practices by resorting to a 15-20 day 

plucking round instead of the normal 10 day cycle 

which leads to a deterioration in quality and quantity 

of green leaves plucked, and delayed pruning of fields 

once in 8-12 years instead of in 5-6 years. 

4.26 While Darjeeling produces high value teas, the cost 

of production is also very high because of the nature of 

the terrain. Many of the gardens are reported to be either 

sick or on the verge of sickness. Because of agro-climatic 
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and other factors, the per hectare yield of Oarjeeling at 

about 640 kgs is the lowest among the traditional tea 

growing districts. The proportion of area '''lith tea 

bushes 'of average age of 50 years or more was 78 per cent 

for Darjeeling as against 38 per cent for all India in 

1977. According to a techno-economic survey by a firm of 

Tea Consultants, to revive the tea industry in Darjeeling 

it would be necessary to adopt a programme of expansion 

of the area by 20,000 hectares, replanting/replacement 

of old and uneconomic area to the extent of 4,500 hectares 

and rejuvenation of 3,000 hectares within a period of 

ten years. On this basis, the Tea Board has prepared a 

scheme for subsidising interest on loans required for 

financing the ten-year development programme. 

4.27 According to a study made by certain officials of 

the Reserve Bank of India and ARDC at the instance of 

the Committee (vide paragraph 1.6), the basic 

problem of the Tripura tea industry appears to be 

inefficient management and lack of technical know-how. 

After partition, which made transport and communication 

with the rest of the country very difficult and costly, 

th.e cost of production went up and the tea industry 

became uneconomic. Garden ownerSt who lived away from 

the estates at Calcutta, lost interest in the maintenance 

of the gardens. Presently, the average yield per hectare 

is low at 800 kgs and the prices fetched are generally 

the lowest among the teas produced in the North-East. 

The low yield and the poor quality of tea are attributed 

to the high vacancy ratio, absence of high-yield clonal 

planting material, irregular pruning, inefficient control 

of weeds, pests and diseases, non-existence of modern 

and scientific plant~tion methods and outmoded plant and 
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machineries. The State Government has taken some steps 

to improve the position, such as, by setting up three 

estates in the co-operative sector and clonal nursGries 

in those estates and the establishmGnt of a Tea Develop­

ment Corporation. 

4.28 The area under tea in Kangra Valley, which is 

reported to be dwindling over the years as a result of 

poor processing facilities and uneconomic returns, is 

placed currently at 3,800 hectares. The effective area 

would be lower if the number of bushes is taken into 

account, as the vacancies are 'arge. The holdings are 

small; as many as 2,051 out of the total of 2,626 are of 

less than one acre. Most of the bushes (over 98 per cent) 

in the area are over 50 years old. According to a study 

made by ARDC, the worn-out and inadequate machinery in 

the larger estates and the crude methods of processing by 

the small planters have resulted in the poor quality of 

teas. The consequent poor prices fetched have made tea 

production unattractive to many of the planters. The 

State Government has set up three co-operative processing 

factories. While the bulk of green teas - the traditional 

product of this area - is sold at Amritsar auctions, the 

better quality black teas, it is stated, have to be 

transported all the way to Calcutta auctions which adds 

to the cost. It was represented to the Committee that 

the position of the small planters in Kangra Valley is 

such that they can absorb development assistance only at 

subsidised rates of interest. 

4.29 Certain other tea growing areas, e.g., Cachar, 

are also stated to be having special problems which need 
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special attention. The area committees should look 

into these problems and suggest suitable solutions. 

4.30 Adequate provision has to be made for the small 

planters in the tea development plan. The Committee notes 

that a sum of ~.10 crores has been earmarked by the Tea 

Board out of the total plan outlay for development of small 

tea planters with holdings upto 25 acres. Similar arrange­

ment is necessary for other small planters with holdings 

between 25 acres and 250 acres. The allocation of plan 

outlay for them should at least be proportionate to their 

holdings in relation to the total area under tea. The 

Tea Board should organise a regular information system 
• for reviewing the implementation of the schemes for 

small planters. 

4.31 It is necessary to organise the activities of 
c1usters of small planters in each area into groups, either 

on co-operative basis or otherwise. Once they are 

organised into groups, it would be easier to channelise 

technical and financial support to them from institutional 

agencies. The Standing Area Committees {referred to in 

paragraph 4.2~ ~ should draw up schemes for small 

planters coming together for development programmes. The 

Lead Bank in each tea growing district should take the 

initiative and ensure that such development schemes for 

small tea planters do not suffer f~r want of adequate 

and timely finance. ARDC should also consider extending 

refinance in respect of small tea planters with holdings 

upto 20 acres at the same concessionary rate of interest 

'as applicable to small farmers. 

4.32 The Committee has been given to understand that 

the small tea planters in Nilgiris district, Tamil Nadu, have 

a problem of providing security to banks, because they are 
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holding joint "pattas" in respect of their lands. The 

Committee recommends that the State Government should take 

urgent steps for revising the land records so that this 

impediment to the flow of institutional finance to them 

could be removed. 

4.33 The small tea planters have many problems other 

than financial. As th~ Dutt Working Group had indicated, 

and which hold good even now, the inferior quality of 

planting material use~, the adoption of antiquated methods 

of cultivation; harvesting and manufacture, poor manage­

ment and employment of not properly trained labou~ result 

in the production of poor quality tea. The Committee, 

therefore, endorses the view of the Dutt Working Group 

that the small planters nC2d technical advice of a high 

order. The Tea Board and UPASI are providing this at 

present; but there is still considerable scope for 

enlargement of this service. 

Sick/marginal units 

4.34 The Tea Board has a separate Sick Unit Cell for 

monitoring sick units. The amendment made to the Tea 

Act in 1976 has incorporated therein provisions aDalogus 

to those in the Industries (Development and Regulation) 

Act, 1951, to deal with the problems of sick tea units. 

The legal position in regard to sicl<. tea units, in terms 

of the above amendment, is stated to be that they have to 

be handed over to the pr~vious management after rehabilita­

tion. The Reserve Bank of India has appointed a Committee 

to examine, inter alia, various aspects having a bearing on 

rehabilitation of sick units, including legal provisions. 

It is expected that the Tea Board will study the recom­

mendations of this Committee, when available, in so far as 
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they have bearing on tea industry and take appropriate 

action. 

4.35 The definition of a sick unit as given in the Tea 

Act is djfferent from the concept of sick units as under­

stood in banking parlance. The Committee recommends that 

the banks should monitor the performance of the tea 

producing units according to the definition of sick units 

as applicable to the other industries and adopt suitable 

measures for rehabilitution, where necessary. 

Availability of finance from 
one source ............ 
4.36 It has been represcnt8d to the Committee by the 

representatives of the tea industry that the financial 

requirements of the industry for working capital as well 

as for development purposes should be available from one 

source. This source, according to them, should be the 

commercial bank (or the co-operative bank) which provides 

credit for working capital. The concerned bank may obtain 

refinance from the Tea Board, ARDC and IDBI. It is stated 

that this would lead to cutting down Df the delays in 

processing applications, completing documentation, etc. 

This would also solve the problem of sharing of the secu­

rity on pari passu basis by the tea financing agencies. 

4.37 As it is, ARDC and IDBI finance is routed through 

the banks or other fincncial institutions. In view of the 

special nature of the assistance provided by the Tea Board, 

its finance, however, is made available to planters by way 

of direct loans. In this context, it has been stcted that 

the Tea Board's assistance is very small compared to the 

total requirements and is intended only as a catalyst to 

development efforts. Some of its assistance is given 
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to units which are not financed by the banks. Further, if 

the Tea Board's assistQnce which is at a low rate of 

interest is routed thrcugh the banks, the interest cost 

to the borrowers would increase as the banks would add 

their servicing charges. It may also be noted that the 

problem of sharing of security arises only in the case of 

its assistance under the plantation Finance Scheme and not 

under its Hire Purchase Scheme. In the case of Plantation 

Finance Scheme, banks are reluctant to concede pari passu 

charge in favour of the Tea Board as the working capital 

advances given by banks are unsecured for most of their 

duration (vide paragraph 2.41). In view of this, the Tea 

Board may review its lending arrangements and consider 

adopting either a consortium approach or refinance 

approach. Meanwhile, banks may concede pari pass~ charge 

in favour of the Tea Board on merits of each case. There 

is a trend allover the country of routing subsidy through 

banks. The Tea Board may take into account the methods 

adopted by various GOV8rnment departments in this regard 

and consider the merits of adopting this approach. 

Research and training 

4.38 Scientific research for the tea industry in India 

is being conducted under the aegis of the Tea Research 

Association (TRA), UPASI and the Tea Board. The Tea 

Board provides grants-in-aid to TRA and UPASI for 

maintaining and extending their research and advisory 

work on tea. TRA maintains the Tocklai Research Institute 

at Jorhat (Assam). The research centre of UPASI is 

located at "Cinchona (Nilgiris district, Tamil Nadu). 

The Tea Board also pr6vides grants-in-aid to 

universities and techno:ogical institutions for under­

taking research on spec "Lfic proj ects covering items 

which are not included in the research programme of TRA 
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and UPASI. Currently, such grants-in-aid are being provided 

to the Calcutta University, Himachal Pradesh University, 

the Central Food and Technological Research Institute, 

the Indian Institute of Packaging and some other institu­

tions. The Tea Board has undertaken a project for 

establishment of a tea research centre at Kurseong in 

Darjeeling for looking into the specific problems of tea 

growing in the hilly areas of Darjeeling. The total annual 

expenditure incurred by the various organisations mentioned 

above for research work on tea is estimated to be of the 

order of ~ 150 lakhs. The gross requirement of funds for 
\ 

research and training during the next five years has been 

estimated by the Tea Board at ~ 12.57 crores, of which the 

Tea Boardls involvement would be ~ 3.21 crores (~ 1 crore 

under Plan expenditure and ~ 2.21 crores under non-Plan 

schemes). According to the Tea Board, the gap of 

~ 9.36 crores is expected to be pcovided by the tea 

~ndustry and other agencies like Council of Scientific and 

Industrial Research. ARDC (NABARD when set up) and IDBI 

may also consider providing some assistance for this purpose. 

4.39 The Committee has been given to understand by the 

Tocklai Research Institute that the tea industry would 

require managers trained in multi-disciplines, viz., 

Agriculture, Engineering and Management. The requirements 

are estimated to be 200 graduates per year for North-East 

Indian tea industry alone. It is expected that qualified 

managers could be produced by the existing colleges/univer­

sities at Jorhat (Assam), Palarnpur (Himachal Pradesh), Kalyani 

(North Bengal) and Coimbatore (Tamil Nadu). It is the view of 
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the Tocklai Research Institute that the graduates turned 

out by the above institutions should be given pre-job 

training in tea. Such training is at present provided 

only by the Assam Agriculturul Unive~sity. It .would also 

be necessary to give on-t~o-job training to the existing 

managers in the tea industry after a I'feet wetting" 

experience of two to three years and regular refresher 

training coursos to update the knowledge of managerial 

cadres in respect of thG latGst developments in technology. 

The Tocklai Research Institute has suggested that a 

'Plantation Crop Research Institute' for training of 

managerial cadres (dealing with -tea in the beginning and 

other crops later) may be set up at Jorhut. The capital 

expenditure has been estimated roughly at ~ 13 creres. 

The suggestion may be examined by the Tea Board. 
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CHAPTER V 

SUMMARY OF RECOMMENDATIONS 

1. Th¢ tea industry h as represented that it is facing 
many pro~:"I' 8ms "t-hp1- th::'.r' +-.hose :re12ting to availability of 

crediT., such as ~ increasing cost of production, inadequate 

price :"'-ealisation, low cash generation compared to other 

industries and high rates of taxation. Also, there is a 

large difference betT.",een the prices realised by the producers 

in auctions and the prices charged by the retail outlets to 

the ultimate consumers in the domestic market. The effect 

of these problems, in their totality, on the tea industry 

may be examined by an appropriate agency (paragraph 2.42). 

2. The method of assessing credit requirements on the 

basis of cash budgets should be made applicable to all tea 

units with their own processing factories, irrespective of 

the size of their holdings, as well as to the units which 

do not have processing factories but whose holdings are 

above 100 hectares (250 acres). The cash credit limits 

for these borrowers may be fixed on the basis of a detailed 

monthly cash budget for the entire season/year obtained from 

them in aavance before the commencement of a particular 

season/year, at the level of the peak deficit reflected in 

the cash budqet. Variations from the projected drawing 

schedules as per cash budget may be allowed, within the 

overall cash credit limit, with flexibility at the 

discretion of the Branch Managers on the basis of 

periodical review of the actual operations (para-

graphs 3.13 and 3.14). 

3. It is necessary for banks to ensure that the lar~er 

borrowers in the tea industry meet at least a part of tteir 
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working capital requirements from their own~~ f~~ds and long­

term resources. For this purpose, while considering credit 

proposals for the next season/year, banks should insist on 

these borrowers furnishing a pro f6.rma"bal'ance"sheet as on 

31st Octobc ._- of tl-._~ cu.crent year. The surplus availab;J.e 

wi ththe ·borrowers (i.e., excess of owned funds and long­

term resources over investments in fixed and non-current 

assets), as revealed by the pro forma balance sheets, 

should normally be equal to at least 25 per cent of the 

limits proposed to be fixed. Where the borrowers' own 

contribution is found to be less, banks should lay down 

suitable covenants while sanctioning the limits so that 

the borrowers achieve the level of minimum contribution 

over a period not exceeding five years. Where it is 

observed that the surplus available with the borrowers is 

more, banks should not normally allow a slip-back in the 

following years unless warranted by factors like loss or 

low profitability of the borrowing unit or its need to 

make matching contribution for development finance (para­

graph 3.15). 

4. Banks and co-operatives should make sustained efforts 

to institutionalise the borrowings of tea planters so as to 

make them less dependent for their credit requirements on 

bought leaf fact-.orieso The Lead Banks in the concerned 

tea growing districts should take initiative in this 

direction and ensure that the small plan·ters are provided 

adequate short-term credit (paragraph 3.17). 

5. The method of fixing scales of finance per acre may 

be adopted for providing short-term credit to tea planters 

with holdings upto 100 hectares (250 acres) and who do not 

have processing factories of their own. Area committees 
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(referred to in paragraph 22 below) could fix scales of 

finance for different ·areas periodically. They may also 

determine the cash and kind compon2nts of the scales of 

finance,OIiIt ~,.. or-. ~I.."..t ~. The limits may be 

allowec or:. '::2,;;;: CT2 :'it ,_,:';.=;':;' c tv ~2 adj usted by the end of 

each season/year. Banks should ensure that in working out 

the credit requirements of these borrowers, the amount of 

owned funds that could be brought in by the more affluent 

among them, is taken into account in determining the size 

of the limits. If any of these borrowers is prepared to 

p170ject his requirements of working capital finance on the 

basis of detailed cash budgets, banks should allow the 

borrower the choice to do so instead of adopting the scale 

of finance (paragraph 3.19). 

6. Short-term credit granted by banks to very small 

planters with holdinCl> of less than 8.09 hectares (20 acres) 

may be treated as agricultural advances and included in the 

category of priority se~tor advances. There is also a 

strong case for including short-term credit granted to 

planters with holdings between 20 acres and 250 acres 

without having processing factories under priority sector 

advances, which in effect would mean that the borrowers 

in .this category would be able to obtain adequate credit 

from banks more easily at ratcs of interest applicable to 

agricultural advances. Such help to this sector is well 

deserved and would not be misplaced, particularly as these 

borrowers would be engaged in purely agricultural operations 

and economics of.tea leaf production, as it exists 

currently, does call for some help tc ~~ ~8~W~ ~·.L 

planters (paragraphs 3.23 and 3.26). 

7. The guarantee cover of the Deposit Insurance and 

Credit Guarantee Corporation of India, under its Small Loans 
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Guarantee Scheme, may be extended to short-term cre0it 

facilities granted to the small tea planters with holdings 

upto 20 acres (paragraph 3.28). 

8. Where there are exceptional circumstances, e.g., 

natural calcwu ti..;.;s I £.:.ll in Pl.iC2S or other contingencies 

like port strike, warehouse strike, etc., banks may consider 

sympathetically requests from tea units for temporary limits 

in excess of the regular cash credit limits. Such limits 

should be allowed only for pre-determined short durations 

and given through separate demand loan or 'non-operable' 

cash credit account. In view of the uncertainties faced by 

the tea industry, banks should view the deviations from the 

projected cash budgets more leniently than in the case of 

other indu3tries and charge additional interest of one per 

cent per annum over the normal rate on such ad hoc or 

temporary additional limits only in exceptional cases (para­

graph 3.29). 

9. There may be occasions when additional credit may 

have to be provided without delay to tea producers to tide 

over temporary difficulties. To facilitate granting of 

SUch credit, banks should delegate adequate discretionary 

powers to the Regional Managers/Branch Managers. Financing 

of tea producers by brokers for such purposes should be 

discouraaec bv b~nk~ ~n0 they shoulc desist from accommodat­

ing brokers for the pqrpose of re-lending to the 

producers (paragraph 3.30). 

10. Short-term credit facilities granted to tea units 

are basically self-liquidating and banks should maintain 

separate accounts for each season/year so that the 

expenses and realisations for each season/year are 

reflected in the same account (paragraph 3.31). 
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11. The demand of the tea industry for automatic 

conversion of the deficits in working capital accounts 

at the end of a season/year into term loans cannot be 

conceded. Deficits in working capital accounts may arise 

due to ba(~. rll3.1!Cl.g,,":-n2nt: :..,:.: ,-'<iv~.csio.l of sale proceeds for 

liquidation of past liabilities, financing of capital 

expenditure, etc. In such cases, banks should take 

necessary corrective steps to ensure that the borrowers 

tone up ·their management and bring in funds from outside 

sources to cover the shortfalls. However, where banks are 

~~ satisfied that the deficits in working capital 

accounts represent losses incurred by the units due to 

price fluctuations or natural calamities or other factors 

beyond their control, the de~icit may be kept in & sepaLate 

account to be adjusted over a period of time which may be 

determined taking into account the financial position and 

projected future cash generation of the individual borrower. 

Normally, such period should not exceed three years 

(paragraph 3.32). 

12. According to the information received by the 

Committee, 51 private bought leaf factories (out of 80) 

and nine industrial co-operative tea factories (out of 11) 

in the Nilgiris district, T2~il Nadu, have been issued 

regis tru. c:;'OIJ. cG .... 't~fica tE::S as slliall-scale industrial (SS I) 

units by the concerned auth ,rity of the State Government 

on the basis that the value of their plant and machinery 

does not exceed ~.20 lakhs. These factories are accordingly 

eligible for financial assistance as available to SSI 

units. ~~ldvances to the bought leaf units in 

Nilgiris as well as in other areas (both in the private 

and co-operative sectors), holding registration certifi­

cates as SSI units, should be eligible for classification 

as priority sector advances. The position regarding 
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the classification of ~~~~ advances granted to bought 

leaf units as priority sector advances is not clearly 

understood by some bank officials at branch level. The 

Reserve Bank of India, in consultation with Governmant of 

India, Inc.1 2..sS~'--"; ~c.:.it_.!:J~,-, cL:.i...:-i.. . .:i-:;atory instructions to 

the banks in this regard (paragraph 3.36). 

13. Tea traders have represented for largar bill 

purchase limits, and for grant of limits against pledge 

of delivery orders issued by the registered broker-firms 

covering auctioned teas, in view of the expected increase 

in the quantities of teas offared for sale through auctions. 

The banks should consider granting of increased bill or 

other working capital limits to their trader clients on 

the merits of each case (paragraph 3.40). 

14. ~~~~~ ~~~~~ snould b~ no objection to the tea 

companies .maintaining accounts at Calcutta or other 

metropolitan/urban centres for managing the sales of teas 

through ~uctions, etc., where the financing bank has 

branches in the tea growing areas, a part of the sanctioned 

working capital limits may be transferred to the branches 

nearest to the tea gardens so that the Branch Managers can 

exercise adequ'ate supervi sion over the operations in the 

accounts. This will also filcilitate the control of drawings 

in the a~c~unts a~ wbll as the gLant of ad hoc credit to the 

gardens to get over temporary difficulties in exceptional 

circumstances (paragraph 3.42). 

15. To avoid delays, banks should delegate adequate 

discretion2ry pO~lers to their Regional Offices in the tea 

growing regions so that decision-making on tea proposals 

is dacentralised to the extent possible (paragraph 3.43). 
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16. Banks which have· a substantial stake in the tea 

industry and which do not have a separate Tea Department 

or Tea Cell, should set up Tea Cells in their Head Offices 

or in Regional Offices in the tea growing regions, manned 

by officers ~",i.th F!der·'-''"t-~ kno'·Tledge of th.:~ teCl industry, 

to cloSGly guide and monitor the financing of the 

industry (paragraph 3.44). 

17. Tha gross requirement of funds for development of the 

tea· industry during the Sixth Plan period from 1980-81 to 

1984-85, according to the plan prepared by the Tea Board, 

is estimated at about Rs 300 crores. The ComLTlittee is 

assured that funds to the extent of Rs 240 crores would be 

made available by the existing institutional set-up 

comprising the Tea Board, ARDC, IDBI and banks. This would 

leave c. gap of Rs 60 crores to be met by the tea industry 

itself out of its own resources. Normally, the tea 

industry should provide margin on the projected development 

finance at the rate of 25 per cent. However, where it is 

not possible for individual units to do so, relaxation may 

be allowed on merits, particularly in the case of small 

planters and deserving weak units (paragraph 4.18). 

18. There may be cases where a tea unit requires 

finance for purposes not covered by the existing schemes 

of ARDC or the Tea Ba~rA, such as, Durchase of balancing 

equipments or renovation of factory building. It should be 
Az.;.~ 

the endeavour of banks to provide~loans for such purposes 

on merits ... ~ ~ ~ G4~if~oi~ ~~ ~. Time is 

of essence in such C2ses and banks should avoid delay in 

meeting such genuine requirements (paragraph 4.19). 

19. The Tea Board, ARDC and IDBI should make a review 

of their existing financing schemes so that term loans for 
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essential purposes not covered by the existing schemes 

are made available to tea units (paragraph 4.20). 

20. There is no special merit in setting up a new 

financin~ institution for meeting the growing financial 

needs of the tea industry as the required finance can 

be provided from within the existing institutional 

framework (paragraph 4.22). 

21. The implementation and monitoring of the 

development plan for the tea industry should be the 

responsibility of the Tea Board. The representatives 

of the Reserve Bank of India, ARDC, IDBI and banks 

may be, formally or informally, associated with the 

statutory Development Committee of the Tea Board. 

This enlarged Committee \olOuld attend to various 

aspects relating to the implementation and monitoring 

of the plan and co-ordination bet\~een the different 

financial institutions (paragraph 4.23). 

22. Standing Area Development Committees may be 

constituted for the tea industry by the Tea Board for 

the various tea growing areas, consisting of representatives 

of the Tea Board, Reserve Bank of India, ARDC. IDBI, tea 

producers, State Governments and banks. The more important 

functions of these area committees would be preparation 

of sub-plans for the respective areas out of the total 

plan, preparation of specific schemes out of the area 

plans, particularly for small planters, co-ordination 
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between different financial institutions and development 

agencies in the areas, and fixing of scales of finance for 

small planters in the different areas periodically. 

The area committees should also look into the special 

problems of the concerned tea growing areas which need 

special attention and suggest suitable solutions (para­

graphs 4.24 and 4.29). 

23. A sum of ~ 10 crores has already been earmarked 

in the plan for development of, small tea planters 

with holdings upto 25 Clcres. Similar arrangement is 

necessary for other small planters with holdings 

between 25 acres and 250 acres. The allocation of 

plan outlay for them should at least be proportionate 

to their holdings in relation to the total area under 

tea. The Tea Board should organise a regular 

information system for reviewing the implementation 

of the schemes for small planters (paragraph 4.30). 

24. It is necessary to organise the activities of 

clusters of small planters in each area into groups, 

either on co-operative basis or otherwise. The area 

comrrdttees should draw up schemes for small planters 

coming together for development programmes. The Lead 

Bank in each tea growing district should take the 

initiative and ensure that such development schemes for 

small tea planters do not suffer for want of adequate 

and timely finance. ARDC should also consider extending 
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refinance in respect 0:'= sma~l tea plaa'cers with hnldings 

upto 20 2.cr·es at the 3, .l!.2 ccn 2cssion;:l:CY rate of int.c,:,est 

as applicable to small ::armers (paragraph 4.31). 

25. The small tea pl2.nb~rs in !~::"lgiris Ciis+.:.rict, 

Tamil Nadu I have a prob~~em of providing security t:o 

banKs, because they are holdinq joint. "pattas ll in 

respect of their lands. The Si.:ate GO v8rnrp nt 1::houl d 

take urgent steps for revising the land reco,,="~s ;so 

that this impediment to the fl(.)\'; of i:,lsti ~utl()n2: 

fi~3nce to them could :J:~ rerrcved (par3gT3.pL L ':2). 

26. The Tea Board wj TJ9ASI are providin;J ·;':ec.h."1ic2.l 

acvice to the small tee plan-t.:.ers 2.t :nre~8r.ti bu+-. th·::rs is 

still considerable 3CC~.~ fo:: cnJ.argerr:311t of' this 

serlica (paragraph (. 3~)~ • 

27. B2.TIks shoul d JT1C'1 ~ t.o C' l.ne perfo!1Llance of tea. 

producing uni ts 'accora~ Jlg to ·the definition of sick 

units as applicable tcche uthar ind'.ls·~ries and adopt 

~uit.able measures for rahabilitation, where ner.ezs2.ry (para­

gra::/h 4.35). 

~8. The problem of sr.aring of secur:..ty bet\t18en the 

~ea Board and tea financing banks arises in the case of 

the 'l'ea Board IS assi.st'1l1ce und3r the ?laT'-:.::.t.icll' ::?inance 

Sch8me. The Tea Board ~ay review its lending arrangements 

2nd consider adopting eit:.her a c:cnsort,Lnn <lp:;:-::-oach or 

re finance approach. M,.:;:::u: whi..Le. ban}~s may co,.C'I='(/e pa~ i passu 

cha=ge in favour of th j '}'e3. Eoau50l"J mari":s of 83.ci! ca38. 

The Tea Boa..::-d may tak.e iIJto ac,~()un+. ti"1 ~ ITie":hous ac.cpt.ed by 

vC'rious Government dep'..I . .-tment:.s for rO'l":i.ng sub~idy through 

ban;~s 3.TId consider the ."eri ts 'Jf adopt:':"ng this 

approach (paragraph 4.·!~. 
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29. The gross requirement of funds for research and 

training during the next five years has been estimated by 

the Tea Board at ~ 12.57 crores, of which the Tea Boardls 

involvement would be ~ 3.21 crores (~ 1 crore under Pian 

expenditure and ~ 2.21 crores under non-Plan schemes). 

According to the Tea Board, the gap of ~ 9.36 crores is 

expected to be provided by the tea industry and other 

agencies like Council of Scientific and Industrial 

Research. ARne (NABARD when set up) and IDBI may also 

consider providing some assistance for this purpose (para­

graph 4.38). 

30. The Tea Board may examine the suggestion made by 

the Tocklai Research Institute for setting up a 'plantation 

Crop Research Institute' at Jorhat for training o£ managerial 

cadres in the tea industry (paragraph 4.39). 
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Shri C.R.Mukherjee and Shri R.C.Mody could not attend the 
last meeting of the Committee due to their indisposition and 
could not, therefore, sign the Report. They are, however, 
in agreement with the recommendations of the Committee. 
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APPENDIX I ---------

Questionnaires issued to associations 
representin9 tea industry (both producers 
and traders), major tea financing banks and 
certain State Financial Corporat"ions (vide 
paragruph 1.5 of the Report) 

• • • • ~ • • 0 • • 

Questionnaire to Associations of 
_____ ~_Tea _~~<!':s-t:.z::~ ___ . __ _ 

I. Working capi_-t:..c::l:_finance 

1.1 Banks are at present providing working capital 

finance to the tea industry, keeping in view the broad 

guidelines issued to them by the Reserve Bank in 1972 

on the basis of the recommendations of the Study Group 

undAr the Chairmanship of Shri B.K. Dutt. According to 

these recommendations, (a) the cash credit limit (i.e., 

the maximum outstanding that may be permitted in the 

account at anyone time) may ordinarily be 60 per cent 

of the g~oss sales turnover or 75 per cent of the cost, 

and (b) seasonal drawings or total drawing limit (i.e., 

the aggregate debits or wi thdra~.~als which would be 
allowed in the cash credit account for the entire season) 

may be permitted to rise up to 95 per cent of the net 

sales turnover or the actual cost, whichever is less. 

Sales and cost are to be calc lated on the basis of 

average of actuC::il.s of the past two years (any abnormal 

year bei!;lg given due '\~eight for the pur/ose) with a 

built-in cover for normal 

and other contingencies. 

recommendations, there is 

crop expansion, cost escalation 

Thus, according to these 

sufficient in-built flexibility 

in regard to the application of the above norms vis-a-vis 

the actual credit requirements of the tea gardens. 

What are the views of your Association in this 

regard ? 
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1.2 Does your Association consider that the above 

norms for working capital fi~ance prescribed in 197~ do 

not meetche requiremei1"l.s of tHe tea industry as they 

are at present, in spite of the much higher prices of 

tea now than in early '70s? If so, what, according to 

your Association, are the factors justifying a change 

in the norms ? 

1.3 Please specify the changes your Association would 

consider necessary in the aforesaid norms for fixing 

working capital limits by banks and determining seasonal 

drawing limits. 

1.4 According to the Dutt Study Group1s recommendations, 
cost of production should be taken to include expenses 

like excise duty, provident fund dues, transport, stores, 

foodgrains, interest on term loans, etc. Does your 

Association consider this adequate? If not, what are 

the other items of expenditure to be taken into account 

for assessing the working capital requirements of the 

tea estates ? 

1.5 ~~at is the customary practice in the tea 

industry in :":"9garc. t-r) tr"'~.e c-r-e0.it or: purchase of 

consumable stores, etc.? Please indicate (a) the 

quantum of such credi~ normally receiveQ in terms of 

number of daysl/months' consumption, and (b) the period 

for which such credit is generally allowed by the 

suppliers. 

1.6 The norms recommended by the Dutt Study Group 

for provision of working capital finance to the tea 
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industry do not take into account other resources, e.g., 

public deposits, trade credits received, plough back of 

profits, etc., apart from margin contribution. I'Jould 

your Association agree that the other resources of the 

tea gardens should ~lso be taken into account vJhile 

assessing their working capital requirements 7 Please 

specify the constraints, if any, in this regard. 

1.7 Do the members of 

any problems in obtaining 

regard to (a) timeliness, 

II. ~velop~ent finance 

your Association encounter 

working capital finance with 

and (b) adequacy ? 

2.1 The different agencies providing term finance 
to the tea industry are commercial and co-operative banks, 

State Financial Corporations and the Tea Board. Do the 

members of your Association experience any difficulty in 

obtaining term loans for development purposes from these 

insti tutions? I f so, please spec'ify the difficul t.ies 

and give suggestions to overcome them. 

2.2 Does your Association consider that the terms 

and conditions (relating to period, rate of interest, 

etc.) on \'lhich development finance is now provided to 

the tea industry are reasonable? If n~t, what are the 

modificatio1"'\~ th?+- ~T("'I'),~ Association T~TOuld suggest? 

2.3 ~fuat are the different major purposes for which 

term loan assistance for large amounts is required by 

the tea industry ? 

III. E~c:.~~~~_~~~tF..':.~of_._~~.~_in<!~!.l2:l 

3.1 The major objective at present is a rapid 

expansion of the output of the Indian tea industry so 



114 

that it can meet the sustained rise in domestic 

consumption without impinging on the exportable surplus. 

What are the views and suggestions of your Association 

in this regard, particularly in the context of the credit 

requirem8nts (both '.'.T:->r}::L.~- c2pi tal and term loans) ? 

3.2 What, according to your Association, should be 
the specific role of (a) banks, (b) other financial 

institutions and (c) the Tea Board, in achieving the 

above objective 1 -

3.3 It is reported that tea plantations allover 

India generally have an unusually large proportion of 

aged bushes and this is a significant factor in 

influencing the yield rates of the tea busheS. In this 

context, replantation efforts need all-out encouragement. 

What is the experience/assessment of your Association 

in this regard on the basis of the plantations of its 

members ? 

3.4 ;,fhat are the factors, if any, which inhibit the 

replantation efforts and what suggestions would your 

Association make to get over the problems ? 

3.5 One of the s~lutions to the problem of expanding 

the output of tea industry is to bring new areas under 

cultiVation. T~at are +he specific steps taken by the 

members of your ASSt"\ciation ,ft"\r extension planting and 

what are the constraints, if any, in this regard? 

3.6 Has your Association made any estimate of the 
quantum of finance required by the tea industry in 

general over the ~ext five years for expansion of 

output? If so, please furnish details. 
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4.1 T;lhat is the procedure followed by the members 

of your Association for sale of tea in the domestic 

market? Do they experience any difficulty in real.:.sing 

the sale procecus aULiny the s~ason itself? 

4.2 vJhat is the normal period for r·~alis ing the sale 

proceeds (a) when tea is sold through auctions, and 

(b) when ex-garden sales are made? Do the gardens have 

to make sales on credit terms? If so, please indicate 

the period of credit usually allowed. 

4.3 It is reported that during the last ten years, 

share of sales of tea through auctions has declined while 

ex-garden sales have substantially increased. Is this 

trend applicable to the members of your Association ? 

4.4 What, according to your Association, are the 

factors responsible for the substantial increase in 

ex-garden sales over sales through auctions ? 

4.5 The aforesaid change causes problems to the 

financing banks/institutions in ensuring a prompt return 

flow of funds lent. '-lhat suggestions would your 

Association make to get over the problem for the 

financing banks/institutions ? 

4.6 Do "t:.l1e ffit:!rnOeL·s oi your hssociation engage in 

direct exports of tea? If not, what are the agencies 

through which their produce is exported ? 

4.7 1-lho normally gets the benefit of the concessionary 

rate of interest on packing credit - (a) the producers, 

or (b) the trade? Has your Association devised any 

procedure to ensure that the benefit of the concessionary 

rate is given to the producers ? 
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4.8 Does your Association consider that there are 

problems of loading tea containers for export on ships ? 

If so, what are the suggestions of your Association to 

overcome the problem ? 

4.9 ~...,rhat, according to your Association, is the 

assistance required from banks and other financial 

institutions for increasing the export of tea ? 

v. Miscellaneous -------
5.1 '4hat are the susceptibilities of the tea gardens 

to the vagaries of nature? Please give specific 

instances. 

5.2 I¥bat are the suggestions of your Association to 

overcome such vagaries, particularly (i) from the point 
of view of the financing banks/institutions in recovering 

their dues, and (ii) in the context of the need for 

finance for rehabilitation of the gardens ? 

5.3 Has there been any change of ownership of the 

tea estates of your members during the last five years ? 

If so, please indicate the nature of changes. Has the 

change been favourable or otherwise in the output of 

tea of the estates ? 

5.4 Are any estates of tbe members of your 

Associat':''')~l r.iaLl;j.~~d .by p.Loi~ssiQnals and/or technicians ? 

If SO, what are the effects of such management on 

production, costs and earnings of the estates ? 

5.5 Does the tea crop have periodical cycle? 

If so, please furnish a brief note on such a phenomenon. 

5.6 Does your hssociation consider that there is 

a need for a separate Corporation to finance tea 
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plantations? If so, please enumerate the reasons for 

such a separate body. 

5.7 Does your hssociation have any other information/ 

dJ.ta/suggestion to furnish to the Committee in examining 

the problems rc~"?~ing ~o the Zin2ncing of the tea 

industry ? 

PI\RT B 

Questionnaire to banks ___ r ________ __ 

I. Norms for fixing working capi ~~~._ltm~~ 

1.1 Banks are at present providing working capital 

and term loans to the tea industry, keeping in view the 

broad guidelines issued to them by the Reserve Bank in 

1972 on the basis of the recommendations of the Study 

Group under the Chairmanship of Shri B.K. Dutt. The 

study Group had recommended that working capital should 

be made available to the tea industry by the commercial 

banks against hypothecation, on the following basis : 

lI(a) The cash credit limit (i.e., the maximum 

outstanding "':h-:\"t rr:::-.y b~ r::::.:::-mitted in the 

account at anyone time) may ordinarily be 

60 per cent of the gross sales turnover or 

75 per cent of the cost. Cost should be 

taken to include ~ll expenses including 

excise duty, provident fund dues, transport, 

stores, foodgrains, interest on term 

loans, etc. 1I 
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"(b) The seasonal drawings or total drawing 

limit (i.e., the aggregate debits or withdrawals 

which woulp be allowed in the cash credit 

account for the entire season) may be 

permitted to rise upto 95 per cent of the 

net sales turnover or the actual cost, 

whichever is less. The drawings may be 

regulated by monthly schedules as submitted 

by the borrowers and approved by the bank." 

II sales and cost referred to above may be 

calculatea on the basis of average of 

actuals of the past two years (any abnormal 

year being given due weight for the purpose), 

with a built-in cover for normal crop 

expansion, cost escalation and other 

contingencies. II 

It is understood that different banks follow 

different practices in applying the above norms. It 

appears that some banks fix the working capital limit on 

the basis of the first norm, while some others fix the 

limit on the basis of the second norm and some banks 

appear to be using both these norms. 

Please state the actual practice followed by your 

bank in the application of the above norms: (a) for fixing 

the cash credit limit, ilnd (b) for determining the seasonal 

drawing limit. 

1.2 As stated above, the Dutt Study Group had 

recommended that sales u.nd cost for the purpose of.the 

norms may be calculated on the basis of average of 

actuals of the past two years (any abnormal year being 
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given due weight for the purpose) with a built-in cover 

for normal crop expansion, cost escalation and other 

contingencies. In other words, according to these 

recommendations, some marginal adjustments in the 

calculation of ceiling limits and in fixing the seasonal 

drawing limits would be needed to introduce an element 

of flexibility. It is understood that in actual practice, 

banks are taking this into account and also taking a 

liberal/flexible view of the requirements of the tea 

gardens. 

Please indicate the manner in which these 

recommendations are being implemented by your bank in 

actual practice. Please also elaborate how exactly 

weightage is niven by your bank for any abnormal year 

while reckoning the working capital limit and seasonal 

drawing limit. 

1.3 The norms stated above were prescribed in 1972. 
The tea industry has represented to the Reserve Bank 

that these norms do not meet the requirements of the 

gardens at present. Does your bank agree with this 

view? If so, what, according to your bank, are the 

factors justifying a change 1 

1.4 If yoUr bank feels that the norms stated above 

are not adequate, what changes would it suggest in the 

norms ? 

1.5 The Dutt study Group made its recommendations 

in 1972. Subsequently, the study Group on Follow-up 

of Bank Credit (Tandon Committee) recommended i~~eE 

~ that the main function of a banker 2..S a lender is 

tu supplement the borrower's own resources. The 

aforesaid norms for the te;). industry prescrihed by 

the Dutt Study Group do not take into account other 
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resources, apart from ~argin contribution, which may be 

available with the tea 9 rdens. i-lould your bank agree 

that the 1st or 2nd Methoa of lending reco~~ended in 1975 

by the Tandon Committee could be applied to the tea 

industry, at least in the case of large borrowers ? 

If your bank does not agree, kindly specify the reasons. 

Note: Please work out and indicate the permissible cash 

credit limit for the last season in the case of six tea 

gardens (representing as far as possible small, medium 

and large units) financed by your bank on the basis of 

(i) the Dutt Study Group norms, (ii) 1st Method of lending 

as per the Tandon Committee report, and (iii) 2nd Method 

of lending as per the Tandon Committee report. 

1.6 Does your bank· consider that the working capital 

requirements of tea industry must be based on the future 

estimates of cost of cUltivation and manufacture of tea, 

as is being done in other industrial and agricultural 

advances ? 

1.7 Does your bank think that inventory norms should 

be fixed for tea industry to avoid speculative holding of 

consumable stores and withholding normal sales of made 

tea for speculative pUr}.)oses? If so, what, according 

to your bank, should be the maximum holding that could 

be permitted ? 

1.8 f,of'hat is the procedure followed by your bank for 

sanctioning working capital limits to the tea gardens 

at the beginning of each season? Have thc~e been any 

complaints about delays in sanctioning the limits ? 

If so, what are your bank's suggestions to get over 

the delays ? 
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1.9 Does your bank have the practice of reassessing 

the working capital requirements of each tea garden 

before the commencement of the season? If not, do you 

allow the limits fixed for a previous season to be 

utilised for the following seaSOD also ? 

1.10 Does your bank obtain month-wise Cash Budgets 
covering the entire season wll-il-e fix-ing the ~lOrking cap-i tal 

limit with a~vi0w to ensuring that adequate-finance is 

made available to the tea gardens 7 

1.11 What is the policy adopted by your bank for 

increasing the working capital limit and/or seasonal 

drawing limit, if these limits, fixed at the beginning 

of the season, have been found inudequate subsequently 1 

1.12 Does your bank follow the practice of making 

mid-season review of the working capital limits? If so, 

when is the review undertaken and what action is taken 

on the basis of the review ? 

1.13 If your bank does not carry out mid-season review 

in all cases, what is the percentage of accounts for 

which mid-season review is normally carried 0ut 1 

1.14 When the borrOvlers are not able to bring their 

accounts to credit at the end of a season, how does your 

bank get the outstanding balance adjusted? Please 

indicate whether the deficit is converted into a term 

loan or whether the working capital limit for the next 

season is reduced to the extent of the deficit. 

1.15 In some cases, the estimated profit during the 

following year may be sufficient enough to wipe out the 

deficit in the previous year. In such cases, do you 

think that the bank should increase the working capital 
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limit for the next season to the extent of the deficit, 

so that smooth functioning Of the garden will not be 

affected ? 

1.16 What are the r~tes of interest usually charged 

by your bank on working capital accounts of the tea 

industry? Please indicate the rates charged separately 

for small, medium and large borrowers in the industry. 

1.17 What is the definition adopted by your bank for 

deciding "small", IIbigll and "large" borrowers in the tea 

industry 7 

1.18 Has your bank introduced any special scheme for 

financing small and marginal tea gardens? If so, please 

furnish full details thereof. 

1.19 Is your bank financing the working capital 

requirements of IIbought leaf factories"? If so, on 

what basis ? 

1.20 Does your bank entertain new proposals for 

financing working capi-cal requirements of tea gardens, 

or decline such requests on account of resources 

constraint, etc. ? 

1.21 Does your bank adopt any special method for fixing 

working capital limit for sick tea gardens? If so, 

p1ease fUrnish full details thereof. 

II. Term Loans -----
2.1 ~{hat are the types of term loans and the 

purposes for which such loans are given by your bank 

to tea plantations for development purposes ? 
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2.2 What is the normal time taken for processing the 

term loan proposals and sanctioning them? Have there 

been any complaints about delays in sanctioning term 

loans? If so, what a~e your bank's suggestions to get 

over the delays ? 

2.3 For granting term loans under ARDC Scheme, is it 

the practice of your bank to wait for formal clearance 

of the proposal by ARDC or does it grant the loans and 

subsequently seek refinance from ARDC ? 

2.4 Does your bank experience any delay in obtaining 

refinance from ARDC? If so, what are its suggestions 

for overcoming the delays ? 

2.5 Does your bank give term loans to tea gardens, 

even if ARDe refinance is not available, having regard to 

the nature of the scheme submitted by the borrowers? 

2.6 Does your bank extend deferred payment guarantees 

for purchasesof plant and machinery/equipment either 

under IDBI Bills Rediscounting Scheme or otherwise? If 

so, what is the security arrangement stipulated by the 

bank and the normal time taken to issue such guarantees ? 

2.7 What is the commission charged by your bank for 

issuing deferred payment guarantees for tea gardens ? 

2.8 What are the rates of interest usually charged 

by your bank on term loans granted to the tea industry 

2.9 What is the spread between the rate of interest 

charged by ARDC on the refinance provided by it and the 

rate of interest charged by your bank on the term loans 

provided by it to the borrowers in the tea industry ? 

Does your bank consider that the spread is adequate ? 

If not, what are its views in this regard? 

2.10 Please specify the security taken by your bank 

in respect of term loans granted to the industry, 

? 
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2.11 Dees yeur bank allew any repayment holiday_in 

respect .of instalmentsand/er interest en term leans? 

If se, please specify the circumstances under which it 

is allewed. 

2.12 The Dutt Study Greup had recommended in its 
• 

report a censortium arrangement for previding term 

finance except in cases where the berrewers were able 

te previde security fer all their requirements, te 

different institutien·s. The cemmercial/ce-eperative 

bank which provided the werking capital finance was to 

undertake the functien .of a spensering agent fer the 

censertium ~rrangement. The Study Greup had alse 

emphasised that the Tea Beard sheuld centinue te functien 

as a lender and be a member .of the censertium. It is 

reperted that the abeve recemmendation regarding 

consertium arrangement (including the Tea Beard) is 

net being implemented. 

Please specify the difficulties, if any, being 

enceuntered by yeur bank in implementing this recemmen­

datien. 

2.13 The Tea Beard has peinted .out that in respect 

.of the leng-term leans previded by it te the tea estates 

under the Tea Plantation Finance Scheme, it sheuld be 

allowed te share the security .of the tea estate (charged 

te banks by way .of equitable mertgage as cellateral fer 

shert-term credit) on p~.~~ .£~~ b.:J.sis with banks, as 

it ''1ould be difficult fer it to accommedate the increased 

requirements .of the tea estates fer develepment finance 

under the arrangement .of the secend charge. What are 

the difficulties, if any, fer your bank to agree to 

pari passu charge with the Tea Beard ? 
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2.14 What are the other problems, if any, encountered 

by your bank in 'Davinr_l a co-ordinated approach with other 

financial institutions, Tea Board, etc., in financing 

the tea estates ? 

2.15 A suggestion has been made th~t the scope of 

working capital finance should be enlarged to include 

certain unavoidable capital expenditure like installation 

of power plants, statutory liabilities such as workers I 

housing, etc., to be ~djusted within 5 years, so that 

renovation ~f plantation, investment in balancing 

equipment and additional machineries to mcintain 

production, do not get delayed or postponed. This 

approach is stated to be essential if tea production 

has to grow in proportion to the growth of domestic 

demand without cutting into export sales. 

Please give your bank's detailed comments on 

this suggestion. 

III. Expansion of output of tea industry -_._------- -- . ~ ~.-- -. -..•.... --.- .. ---.----
3.1 The major objective at present is how rapidly 

the Indian tea industry can expand its output to meet 

the sustained rise in domestic consumption without 

impinging on the exportable surplus. \'-vhat are your 

bank's views on the role of banks in achieving this 

objective? 

3.2 It is reported that tea plantations allover 

India have an unusually high proportion of Qged bushes 

and this is a significant factor in influencing the 

per bush yield of the tea bushes. >lhat is your bank's 

experience/assessment in this regard on the basis of 

plantations financed by it ? 
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3.3 The Tea Bocrd is understood to be providing a 

subsidy per hectare of ~.10,400 ~nd ~.12,400 for plains 

and hill gardens. respectively, ~nd ~.15/000 for gardens 

in Darjeeling, to encourage replantation. However, the 

cost involved in replanting is reported to range between 

~.40/000 and ~.45,OOO per hectare. What role can banks 

play in meeting the gap ? 

3.4 Since the main factor which appears to be 

inhibiting replantation efforts is the immediate loss of 

income for a period of 5 to 7 years, would your bank 

suggest that term loans should be given for the purpose 

Ca) at a specially concessionary rate of interest, and 

(b) with an interest-free initial period. 

3.5 One of the solutions to the problem of expanding 

the output of tea industry is to bring new areas under 

cUltivation. What role can banks play in meeting the 

financial requirements for extension planting? Hhat 

are the constraints, if any, in this regard? 

IV. Other problems encountered by 
banks in financing tea industry -- _._---_ ... _-------....... _-----.. ,--.-

4.1 What are the special problems, if 2nYI encountered 

by your bank in financing the tea industry vis-a-vis the 

viabili ty and the beal t." of the tea gu.rdens, their cash 

generating capacity, etc. ? 

4.2 iVhat is the control exercised by your bank on 

the marketing of tea pl-oduceo. by the gardens financed 

by it? How far is the control effective in ensuring 

the recovery of the bank's dues? 

4.3 It is reported that during the last ten years, 

share of sales of tea through auctions has declined 
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while ex-garden sales h~ve 

this caused any problem to 

return flow of funds lent ? 

substantially increased. Has 

your bank in ensuring a prompt 

If so, what are your bank's 

suggestions to get over the problem ? 

4.4 Does your bank provide financial assistance to 

the tea gardens for export of tea? If so, at what rate/s 

of interest und for what period ? 

4.5 What is generally tne maximum period for which 

(a) packing credit usually remains outstanding, and 

(b) the benefit of the concessionary rate of interest on 

packing credit is allowed to the borrower ? 

4.6 In case export credit is made available to the 

traders, does your bank ensure· that the benefit of the 

concessionary rate of interest is extended to the 

producers? If not, what are the difficulties in 

extending the benefit to the producers and what are 

your suggestions in this regard ? 

v. Statistical data and other 
p~rti~~cg:~ _ . _________ _ 

5.1 Please furnish data regarding the number of units 

in the tea industry which have been provided credit 

facilities by your bank as on the last Friday of October 

1980 in the following form : 

(a) Working capital 
limits only 

(b) Term loans only 

No.of 
units 

-"--~---

---~-!-

Of which number of 
units "I,,,hich are 
treated c3 'Sick' _ _ --.-- --. -. . ". _ _ _ . _ . ... ----

2. ---- -.. -,-.... ,---.. -.-~.----
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(c) Working cepital 
limits and term 
loans 

Tot,3.l : 

1. 2. ------ - .... _-- "'-

-- . - - - -- . ---..., 

(Note : Sick units may be deemed to be those which 
have incurred cash losses in the past year 
and which, in the b3nk's judgement, are 
likely to incur cash losses in the current 
year as well 3S the following year, coupled 
with a worsenina trend in current ratio and 
debt-equity ratio) 

5.2 please furnish data as on the last FridGY of 

October 1980 regarding credit facilities extended by your 

bank to the tea industry (both for agricultural operations 
and tea processing) in the following form : 

As on the last Friday of October 1980 

(a) Working capital limits 

i) Cash credit/overdraft 

ii) Packing credit 

iii) Discount/purchase of 

1. Inland bills 

2. Export bills 

iv) Other facilities 
(Please specify) 

(Amounts in lCl](hs of rupees) 

No.of 
A/cs. 

Limit Balance 
out­
stan-
d~~2.. __ _ 

----..-.- --.--.- -----
Total : 
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(b) Term loans 

i) For new planting 
and muintenance : 

1) Extension 

2) Replanting 

3) Replacement 
planting 

4) Maintenance of 
immature area 

5) Infilling, 
if any 

ii) For purchase of 
machinery# irrigation 
equipment, tractors, 
transport vehicles, 
etc. 

iii) For construction of 
labour and 
supervisors' 
quarters, etc. 

iv) For construction of 
factory or leaf 
withering sheds 

v) For clearing old 
debts 

vi) For other purposes 
(please specify) 

Total : 

No.of 
accounts 

Amount 
of loan 

Balance 
.£~~~_tandi~ 



(c) Non-borrowal limits 

i) Letters of credit : 

Inland 

Foreign 

ii) Deferred PQyment 
guarantees 
(please specify the 
purposes) 

iii) Guarantees 

Total: 

130 

No.of Limit 
accounts 

5.3 Of the credit facilities as on the last Friday 

of October 1980 detailed under item 5.2 above, please 

furnish particulars regarding sick units in the 

following form : 

As on the last Friday of October 1980 -----_.----- -.---.---------,- ~ ...... --- ...... -.-- .-.-

(a) Working capital limits 
(b) Term loans 

Total : 

(Amounts in lakhs of rupees) 

No.of Limit Balance 
accounts ~u t:~ t.:-:~.~1:!1g 

5.4 Whatl according to your bankl are the factors 

responsible for the above units turning sick and what 

steps does it propose to take (i) to rehabilitate the 

sick units, and (ii) to prevent sickness in the units ? 
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5.5 Please furnish· size-wise and area-wise details 

of credit facilities extended by your bank to the tea 

industry in the proforma given in Annexure I. 

VI. Miscellaneous 

6.1 Please furnish (i) a specimen of the application 

form obtained by your bank from a borrower in the tea 
industry for working capital limits, ana (ii) a specimen 

of the note put up by your bank to its Board of Directors/ 

competent authority for sRnctioning the limits. 

(Note : The specimens may relate to an actual 
case It;ri thout disclosing the name of the 
borrower);-

6.2 Has your bank evolved any forms for submitting 

periodical progress reports by tea gardens and inspection 

reports by inspecting offidials? If so, pleRse furn i.sh 

specimens of these forms. 

6.3 please also [u.r:nish specimens of other forms, 

if any, evolved by your bank for use in regard to 

financing of the tea industry. 

6.4 Does your bank have any other information/datal 

sugg8stion to furnish to the Committee in examining the 

problems connected with the ~inancing of the tea 

industry ... 
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Annexure I to guestionn2ire to bcnks , 
(Question 5.5) 

Name of bank: 

Si~e-wis8 2nd are.J.-wise details of credit facilities 
extendeo by the bank to the tea industry as on the 

lest Frid2Y of October 1980 

(Amounts in lakhs of rupees) 

Are2./Region 

------------------------~-

--------------------------

I. West Bengal (Dooars, 
Terai 2nd Darjaeling) 

Units with annual 
production -

(i) upto 1 lakh kg. 

(ii) over 1 lGkh 
upto 51akh kg. 

(iii) over 5 lakh kg. 

No. 
of 
units 

(2) 

Of Cash cr8-
which, di t/over-
No. draft* 
of Li- Out­
units mi t stcn­
con-
si-
der-
ed 
as 
sick 

(3) (4) 

ding 
bal­
ance 

--_ ... ----
:E-dcking 
credit 

Li- Out-
mit stan-

ding 
b2l-
ance 

_.J. __ 

---- ----
Discount/ Tenn 
purchase loans 
of bills 
Li- Out- Amo- Out-
mit stm- unto stan-

ding of ding 
bal- loan bal-
ance anca 
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--------------------------
(1) ( 2) (3) ( 4) (5) (6) (7) (8) (9) ( 10) 

--------------------------
II. Assam (Assam ValIer' 

Cachar and TriEura-

Units with annual 
production -

(i) upto 1 lakh kg. 

(ii) over 1 lakh 
upto 5 lckh kg. 

(iii) over 5 lakh kg. ----
Sub-total 

III. Southern Region 
~Tamil N adu, Kerala 
and Karnataka~ 

Units with annual 
production -

(i) upto 1 lekh kg. 

(ii) over 1 lakh 
upto 5 lakh kg. 

(iii) over 5 lakh kg. ----
Sub-total 

IV. Northern Region 
(Himachal Pradesh) 

Units with annual 
production -

(i) upto 1 lakh kg. 

(ii) over 1 lakh 
upto 5 lakh kg. 

(iii) Over 5 lakh kg. 

Sub-total 

Grand total (I+II+III+IV) 

-------------------------- ---- ---- ---- ---- ---- ---- ---- ---- ----
* Other facilities, if any, grcnted (e.g., demand loan) 

may be separately shown in colurms (4) 2nd (5). 

(11) 
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Questionnaire to StQte Financial 
Corporations __ ____ 

I. Term loans 

1.1 What are the types of term loans and the purposes 

for which such loans ure given by the Corporation to tea 

plantations for development purposes ? 

1.2 What is the normal time taken for processing the 

term loan proposals and sanctioning them 7 Have there 

been any complaints about delays in sa.nctioning term 

loans? If so, what are the Corporation's suggestions 

to get over the delays ? 

1.3 Does the Corpora.tion extend deferred payment 

guarantees for purchases of plant and machinery/equipment 

either under IDBI Bills Rediscounting Scheme or otherwise ? 

If so, what is the security arrangement stipulated by the 

Corporation and the normal time taken to issue such 

guarantees ? 

1.4 What is the commission charged by the Corporation 

for issuing deferred payment guarantees for tea gardens ? 

1.5 What are the rates of interest usually charged 

by the Corporation on term loans grunted to the teu 

industry ? 

1.6 Does the Corporution levy any other charges from 

the borrowers in the tca industry for term 10c,ns granted 

to them? If' so, please give details and indicate 

the rates. 
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1.7 Please specify the security taken by the Corporation 

in respect of term loans granted to the tea industry. 

1.8 Does the Corporation allow any repayment holiday 

in respect of instalments and/or interest on term loans ? 

If so, pl(;.:;.s..:; S,2,:,:;ci£ji.:.r18 circlUllstances under which it is 

allowed. 

1.9 What are the problems, if any, encountered by the 

Corporation in having a co-ordinated approach with banks, 

Tea Board, etc., in financing the tea estates ? 

II. Statistical data and 
oth~r particulars ____ 

2.1 Please furnish data regarding the number of units 

in the tea industry which have been provided credit 

facilities by the Corporation as on the last Friday of 

October 1980 in the following form : 

(a) Term loans only 

(b) Guarantee facilities 
only 

(c) Term loans and 
guarantee facilities 

Total • • 

No.of 
units 

Of which number of 
units, if any, which 
~t.EL~~.~~t.~~_~s __ '_SicJ~ 

(Note: Sick units may be deemed to be those whicp 
have incurred cash losses in the past year 
and which, in the Corporation's judgement, 
are likely to incur cash losses in the 
current year as well as the following year, 
coupled vii th a 'VTOrsening trend in current 
ratio and debt-equity ratio). 
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2.2 Please furnish data as on the last Friday of 

October 1980 regarding credit facilities extended by 

the Corporation to the tea industry in the following 

form : 

As on the _la~!._E.:.riC!.ay of O<: .. ~obe~~9_80 

(Amounts in lakhs of ~.) 

(a) Term loans No.of Amount 
A/cs. of loan 

i) For purchase of 
machinery, 
irrigation equipment, 
tractors, trunsport 
vehicles, etc. 

ii) For construction of 
factory or leaf 
withering sheds. 

iii) For clearing old 
debts 

iv) For other purposes 
(please spocify) 

Total • . 

i) Deferred payment 
gua~~ni:c::-,s (t>.~ -=':2.SC 

specify the purposes) 
ii) Guarantees 

Total : 

No.of Limit 
A/cs. 

Balance 
outstanding 

outsta.nding 
liability 
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III. ~iscellancous 

3.1 Does the Corporation have any other information/ 

data/suggestion to furnish to the Committee in examining 

the problems connected with the financing of the tea 

industry ? 
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APPENDIX II 

List of associations, banks and 
State Financial Corporations to 
which the Committee issued 
questionnaires (vide paragraph 
1...!..~_.Qt _the_~epc-:t) __ ~ __ 

I. Associations of tea induptry 

(a) Producers 

1. Assam Tea Planters' Association, Jorhat 

2. Association of Planters of Kerala, Cochin 

3. Bharatiya Cha Parishad, Calcutta 

4. Consultative Committee of Plantation 
Associations, Calcutta 

* 5. Dehra Dun Tea Planters' Association, Dehra Dun 

6. Indian Tea Association, Calcutta 

7. Indian Tea Planters' Association, Jalpaiguri 

8. Kangra Valley Tea Planters Associ3tion, Palampur 

* 9. Kangra Valley Small Tea Growers' Association, 
Baijnath 

*10. Nilgiri Small Tea Growers' Association, 
Coonoor 

11. North Bengal Small Tea Growers' Association, 
Siliguri 

@12. Planters' Association of Tamil Nadu, Coonoor 

*13. Small Scale Tea Estatas Association, 
Darje81ing 

14. Tea Association of Inaia, Calcutta 

15. Terai Indian Planters' Association, Siliguri 

*16. Tripura Tea Association, Calcutta 

17. United Planters' Association of Southern 
India, Coonoor 
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(b) Traders 

II. Banks 

1. Amritsar Tea Traders Association, Amritsar 

2. Calcutta Tea Traders' Association, Calcutta 

3. Coonoor Tea Trad~ Association, Coonoor 

4. Indian Tea Merchants Association, Calcutta 

§. Siliguri Tea Auction Commit ee, Siliguri 

6. Siliguri Tea Traders' Association, Siliguri 

7. Tea Auction Committee, Gauhati 

8. Tea EXporters Association, Calcutta 

9. Tea Trade Association of Cochin, Cochin 

1. Allahabad Bank 

2. American Express International Banking 
Corporation 

3. Bank of Baroda 

4. Canara Bank 

5. Central Bank of India 

6. Chartered Bank 

7. Grindlays Bank Ltd. 

8. Indian Bank 

9. Indian Overseas Bank 

10. Mercantile Bank Ltd. 

11. Punjab National Bank 

12. State oank of India 

13. Syndicate Bank 

14. Union Bank of India 

15. United Bank of India 



140 

16. United Commercial Bank 

17. United Industrial Bunk Ltd. 

(b) Co-operative banks 

1. ..S3'::'.n ~c -(.;l-J-':l...l ti vc: hpex Bank Ltd. 

*2. West Bengal State Co-operative Bank Ltd. 

III. State Financial Corporations 

1. Assam Financial Corporation 

2. Kerala Financial Corporation 

3. Tamil Nadu Industrial Investment 
Corporation Ltd. 

*4. West Bengal State Financial Corporation 

* Replies to the questionnaire not received. 

@ Covered by the reply of United Planters' 
Association of Southern India, Coonoor. 
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APPENDIX III 

List of persons a.nd organisations ",lith whom 
the Committee held discussions (vide para­
graph 1.6 of the Report) 

P!'RT l'.. 

Executives/senior officers of Agricultural 
Refinance and Development Corporation, 
Reserve B~nk of India and Inuustrial 
Development Bank of India ----_._-----

1. Shri M. Ramakrishnayya, Chairman 

2. Shri Sant Dass, Managing Director 

1. Shri W.S. Tambe, Executive Director 

2. Dr. P.D. Ojha, Chief Officer, Industrial 
Credit Department 

3. Dr. N.A. Mujumdar, .Adviser, Credit Planning Cell 

1. Shri C.R. Sen Gupta, Executive Director 

2. Shri S.M. Chitnis, General Mariager 

3. Shri P.K. Varta.k, Manager 

Individuals 

1. Shri B.K. Dutt, Calcutta (ChairmQn of RBI Working 
Group on Finance for Tea Industry, 1971-72 and 
ex-Chairman of United Bank of India) 

2. Shri B.C. Ghose, Ch~irman, Siliguri Tea Auction 
Committee, Siliguri (Also a Member of Tandon 
Committee on Tea MQrketing, 1978) 

3. Dr.R.K. Hazari, Bombay (Former Deputy Governor of 
Reserve Bank of India) 
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PART C 

1. Shri Jayanta Sanyal, De~ut7 Chairman 

2. Shri S.S. Nandkeolyar, Director, Tea Development 

1. Shri K.M. Lall, Special SecretarYT Institutional 
Finance, Government of Ttlest Beng~ Calcutta 

2. Shri N.K. Zutshi, Deputy Secretary, Institutional 
Finance, Government of West Bengal, Calcutta 

3. Shri Sukavaneshvar, Collector of the Nilgiris, 
Udhagamandalam, Ootacamand (Tamil Nadu) 

PART E 

Tea Associations, banks, etc., 
at different centres 

1. Bharatiya Cha Parishad 

2. Calcutta Tea Traders' Association 

3. Consultative Coromi ttee of Plantation Associations 

4. Indian Tea Association 

5. Indian Tea Merchants Association 

6. Tea Association of India 

7. Tea Exporters Association 
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Packeters and exporters 

1. Brooke Bond (IndiC).) Ltd. 

2. Duncan Bros. 

3. Lipton Tea (India) Ltd. 

4. Tata .£inluy ~td • 

5. Tea Tr~ding Corporation of India Ltd. 

Brokers 

1. A.W.Figgis & Co. Pvt. Ltd. 

2. Carrit Moran & Co. Pvt. Ltd. 

3. Contemporttry Te·3. Co. Pvt. Ltd. 

4. J. ThoffiuS & Co. Pvt. Ltd. 

Representatives of banks 

1. Allrthabud Bunk 

2. American Express International Banking Corporation 

3. Bank of Baroda 

4. B2nk of India 

5. Central Bunk of India 

6. Chartered Bank 

7. Grindlays Bank Ltd. 

8. Mercantile Bank Ltd. 

9. Punjab National Bank 

10. United Bank of India 

11. United Comrll8rcial B.:..nk 

12. United Industrial Bank Ltd. 

13. West Bengal State Co-operative Bank Ltd. 

II GAUHATI 

Tea Association 

1. Tea Auction Committee 



144 

Others 

1. Chairmun, Assam Tea Corporation Ltd. 

2. Shri S. Singhania und Shri K. Singhania of 
Nahorjan Tea Co. Pvt. Ltd. 

3. Shri A.K .. Chowdhury of Nirmala Tea Co. 

Represe~tatives of banks 

1. Allahabad Bank 

2. Ass~ Co-operative Apex Bank Ltd. 

3. Canaru Bank 

4. Feder~l Bunk Ltd. 

5. Indian Bank 

6. Punjub National Bank 

7. Union Bank of India 

8. United Bank of India 

9. United Commercial Bank 

III. JORHAT 

Tea Association 

1. Assam Tea Planters' Association 

Academicians 

1. Vice-Chancellor, Assam Agricultural University 

2. Dean, Tea Husbandry Department, Assam Agricultural 
Univ8rsity 

3. Director, Tocklai Experimental Station of 
Tea Research Association 

IV. COONOOR 

Tea Associations 

1. Coonoor Tea Tr~de Association 

2. United Planters' Association of Southern India 
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Representatives of bought leaf factories 
and small growers 

1. Shri B. Raju Bettan (Raja Plantation (I) Ltd.) 

2. Shri M.R. Bhiman (Vel Murugan Tea Plantations) 

3. Shri C. Li T1']"1l'} (-Per?:"" '11.qttorn Te:J. Estate) 

4. Shri G. Nanjan (Small grower) 

5. Shri T. Rungai,J.h (Small grower) 

Representatives of banks, etc. 

1. Bunk of Bc.roda 

2. Bank of India 

3. Canara Bank 

4. Central Bank of India 

5. Corporation Bank 

6. Indian Bank 

7. Nilgiris Central Co-operative Bank Ltd. 

8. South Indian Bank Ltd. 

9. State Bank of India 
10. State Bank of Travancore 

11. Syndicate Bank 

12. Union Bank of India 

13. Vij aya Bank 

14. Project Officer (AROC), Collectorate, Udhagamandalam 

v. BANGALOQF --_ ........ -_. 
RepresenttJ.tives of banks 

1. Canara Bank 

2. Indian Bank 

3. IndLm OverseaS Bank 

4. Syndicate Bank 

5. Union Bank of India 

6. Vijaya Bank 
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VI. DARJEELIm 

1. Indian Tea Planters' Association 

2. Indian l'T1ea .~ ss,....·:-':! __ "':.:.1 ~~-. -:In-:J. ~e2" t"\ssociation of Indiu. 
(Darjeeling Branch) 

3. North Bengal Small Tea Growers' Association 

VII. SILIGURI 

Tea Associations 

1. Siliguri TeCl lmction Comrni ttee 

2. Siliguri TeCl Traders' Association 

3. Terai Indian PlClnters' Association 

Representatives of banks 

1. Allahabad Bank 

2. Bank of Baroda 

3. Bank of .J:.nCtia 

4. Central Bank of India 

5. Punjab National Bank 

6. State Bank of India 

7. Union Bank of India 

8. United Bank of India 

9. United Commercial Bank 

10. Unit::d =ndus 1.:.._"::' ':-,.1 ,... .. ~td .. ...:... '--~~~ ~ 

11. Vijaya Bank 

12. West Bengal State Co-operative Bank Ltd. 

VI II. COCH..!1i 

1. Association of Planters of Kerala 

2. Tea Trade Association of Cochin 
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Brokers 

1. J.Thomas & Co. 

2. C.W.S. (India) Ltd. 

Exporters 

1. India Tcu Exports 

2. Madhu Jayanti Pvt. Ltd. 

3. Saraf Trading Corporation 

Representatives of banks 

1. Allahabad Bank 

2. Bank of Cochin Ltd. 

3. CanClra Bank 

4. Catholic Syriun Bank Ltd. 

5. Central Bank of India 

6. Federal Bank Ltd. 

7. Indian Overseas Bank 

8. Nedungadi Bank Ltd. 

9. Punjab National Bank 

10. state Bank of India 

11. State Bank of Travancore 

12. Syndicate Bank 

13. Union Bank of India 

14. Vijaya Bank 

IX. NEW. DELrlI 

Tea Association 

1. Kangra Valley Ten Planters Association 
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PART F 

Special invitees at some of 
the meetings of the Committee 

1. Shri Jayanta Sanyal, Deputy Chairman, Tea Board, 
Calcutta 

2. Dr. N.K. Jain, Director, Tocklai Experimental 
Station.. Jorhat 

3. Dr: R.C. Awasthi, Agricultural Economist, Tocklai 
Experimental Station, Jorhat 

PART G 

1. Meleng Tea Estate, Jorhat, ~ssam 
(Owners: Jayshree Tea & Industries L~d.) 

2. Glendale Tea Estate, Coonoor, Nilgiris Glistrict l 

Tamil Nadu 
(Owners: Kothari (Madras) Ltd.) 

3. B8ngalmattom Tea Estate Factory, Bengalmattorn, 
Nilgiris district, Tamil Nadu 
(Bought leaf factory) 

4. Kaikatty Industrial Co-operative Tea Factory Ltd., 
Melur, Nilgiris district, Tamil Nadu 

5. Happy Valley Tea Estate, Darjeeling 
(Owners: HaDPY Val10Y Tea Co. (Pvt.) Ltd.) 

6. Some tea estates of Darjeeling Plantation Industries 
Ltd., Darjeeling 

7. Munjamullay Tea Estute, Vandiperiyar, Idikki district, 
Kerala 
(Owners: R.B.T. (Private) Ltd.) 
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