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ABSTRACT

The teavalue chain is structured along a hierarchical relationship
with the global buyers dictating terms to the producers. An inherently
asymmetric balance of power relation increases the vulnerabilities of
the producers. At the same time the small producers in this value chain
are not merely passive recipients but dynamic actors who are constantly
engaging with the value chain. This study looks at how the major shifts
in the global tea industry have impacted upon the men and women who
congtitute the periphery of this value chain and how they in turn have
asserted their space in the value chain.

Through the case of the small tea growers of Nilgiris, this paper
locates small tea growersin the global tea value chain and examines the
relational construct within the tea value chain and explores how the
territorial and regional specificities and institutions mark the contours
of the value chain. Thisis done through a comparative study of existing
models of small teagrowers' collectivesinthe Nilgiris. The paper points
at the lack of any governmental arrangement that addresses the concerns
of the STGs, though the proposed Tea Directorate can potentially benefit
the STGs through more focussed implementation of schemes and
increased transperancies.



I. Introduction

Variousmodelsof collectivesof STGsexistintheNilgiris—INDCO
Co-operative, Self Help Groups (SHG), TANTEA Estates and Primary
Producer Societies (PPS)s. In a situation when the higher ends of the
value chain restructured and exerted pressure on the lower ends of the
chain, each of these efforts at collectivisation is unique and determines
how STGs inserted themselves in the global value chain and in the
process how far they are able to build a counter pressure to the global
capital. While they were shaped by the existing institutional set up of
the Nilgiris, they have also exerted their impact to reshape these
institutions. The first three programmes are government initiated
programmes while the fourth is initiated by non-state actors. INDCO
cooperative sets itself on the co-operative principles of economic
participation and equity. SHGs focus on financia inclusion of women.
TANTEA locates itself in corporate philosophy of professional
management and profit. PPSs aim at giving a collective voice to the
STGs at various levels. The paper seeks to inquire if these collectives
have achieved their objectives.

Parameters for analysing the collectives seek to understand how
far the process of collectivisation has enhanced the bargaining power of
the STGs vis a vis other actors in the value chain and how have they
overcome market entry and improve the accrual of economic value for
their produce. They include - enhanced existing marketing linkages or
the collective negotiations with processing factories, access to
government schemes, linking up with the Tea Board; whether the
formation of collective resulted in a better price redisation for STGs?
Has the quality and quantity of the leaf improved? Are there reduced
input costs? How far are there strong and sustainable and strong internal
governance structuresin place and is there scope for participation in the



functioning of primary collectives? Is there scope for participation in
the functioning of higher-level collectives? These factors define value
chain struggles, particularly upgrading and institutional dimensions.

The paper begins with a brief description of the methodology.
The following two sections locate the teaindustries of India as part of a
global tea value chain and the small tea growers therein. Followed by
that is a section on the organisation of the teavalue chainin the Nilgiris.
Thereafter, in the next sections, the territorial, geographical and
institutional components of the value chain are discussed including the
role of Tea Board. The collective of STGs are discussed in detail in the
next section using the parameters discussed above.

II. Methodology and Resear ch Questions

The paper derives from both secondary and primary evidences.
A host of interviews across a cross section of stakeholders in October
— November 2011~ officials of the Tea Board, The United Planters
Association of Southern India—Krishi Vigyan Kendra(UPASI —KVK),
The Tamilnadu Small Tea Growers Industrial Cooperative Tea
Factories' Federation Limited (INDCOSERVE), Coonoor Tea Trade
Association (CTTA) and TANTEA support this. Information has been
collectedintheform of case studiesfrom 3INDCO factories, itsofficials
and STG members. Interviews of 21 STGswho were members of these
INDCO factories were collected. One official in each factory was
interviewed. Secondary data available on the INDCOSERVE Website,
annual reports and other periodic reports as well as information from
the Tea Board documents has been used for the analysis of INDCO
Factories. For the PPSs since there was no data available with the Tea
Board, selection of the societies was based on the list of societies as
given in the annual report of UPASI KVK and the project report of
Sustainable Livelihood for Small Tea Growers (Project implemented
by Centrefor Education and Communication supported by NABARD).
A total of 56 Small Tea Growers members of PPSshave beeninterviewed



Table (i): Detailsof Field Visits

Name Number of Other meetings
STGsinterviewed

INDCO Factories

Indco factory and its

members (Manjurtea) 7 Teamaker

Indco factory and its Specia Officer on

members (Kattabettu) 8 Duty

Indco factory (Salisbury) 6 Teamaker

Total 21

PPSs

Sri Lakshmi NarayanaSTG

Karakorai Society 8 1FGD

Sri Bharatmata STG Society,

Bilikumbi 7 1FGD

Sri Vinayaka STG Society,

Honadulai 6

Sri Vivekananda STG Society,

Honadulai 5 1FGD

Kundha Small Tea Grower’s

Society 7 1GGD

Sri Hirodaya society, Sulur 5

Ovalley Periyar Nagar

STG Society 5 1FGD

Dharmagiri Chelivayad Society 6

Aruttuparai Small Tea

Growers Association 7

Total 56

Tantea factory Supervisor and

(tiger hillsegtate) workers

Head office — Tantea

various officials

Head office — indcoserve

Managing director

Tea Board

Executive Director
and Development
Officer

UPAS-KVK

various officials

Auction Centre

Secretary, CTTA




(Table i gives the details). The small tea growers were belonging to
nine different societiesin Nilgiris. Through draw of |ots societiesfrom
each of the three key regions of the Nilgiris districts — Ooty, Gudalur
and Coonoor were selected. From each collective the effort was to
meet 7-9 members. Dueto limited resourcesthe fieldwork was planned
for aperiod of 12 days.

[11. Brand Centric Restructuring of the Global TeaValue Chain

Buyersand retailers are the most powerful playersin theteavalue
chain with their control over blending and packaging. In fact majority
of the price of tea is accounted for by the non-producers — shippers,
blenders, packers, own brands and point of sale functionaries. The
average auction price of teaisnot over 8% of averageretail price (Neilson
and Pritchard 2011).

1990s saw the beginning of restructuring in the tea industry, a
process that was brand-centric and marked by forward integration and
consolidation at the near consumption ends. Unilever! cameto theworld
teaindustry —through its processing and marketing. The Tata Tea Group
of Companies, which includes Tata Tea and the UK -based Tetley Group,
became the world’s second largest globa branded tea operation with
product and brand presence in 40 countries?. This integration at the
higher end of the value chain was accompanied by a strategy of
disinvestment in plantations. Major tea companies started selling off

1. Uniliver acquired Liptons in 1972 and Brooke Bond in 1984 effectively
made this made it world’s largest buyer and distributor of tea.

2. In 1983, Tata Tea bought the stake belonging to the James Finlay group.
The same year, the company decided to move from the commodities business
to consumer branding.



their plantation holdings. Tata tea started to transfer its 17 south Indian
plantations to a new company in February 2005 and Hindustan Lever
announced in 2005 that it would sell off its 14 plantations located in
Tamil Nadu and Assam to wholly owned business subsidiaries (Action
Aid 2005). This enabled the companies to maximise profits and at the
same time get rid of the risks involved in maintaining and running
plantations. From the mid 2000s the ‘enclave economy’ of the tea
plantations was confronted with closures and abandonments. Suspension
of work deprived plantation workers not only of their daily income but also
access to the basics - drinking water, medical and educational benefits
indicating the non-viability of the plantation system. According to rough
estimates closure and abandonment of gardensrendered about 60000 regular
workers and an equal number of temporary workers jobless (CEC 2004).

Coinciding with these developments at the higher end, by early
2000 small holders increased in number and began to contribute
considerably to the tea economy. According to Tea Board of India, the
land under tea cultivation of the STGs increased by almost 49 per cent
from 2003 to 2007, wheress that under estate cultivation increased by
only 1 per cent (Table 1 and 2). The production of the STGs increased
from 180.66 million kgsin 2003 to 257.46 million kgsin 2008 (increase
of almost 42.5 per cent) whereas the production of the large tea estates
increased from 697 .47 million kgs in 2003 to 723.36 million kgs in
2008 (increase of only 3.7 per cent). Gradually small grower production
became more viable contrary to the theory of economies of scale (FAO
2012). There were increasing investments in bought leaf factories and
estate factorieswhich were sourcing their leaf from the smallholdersand
processing it either separately or together with leaf from their in-house
plantation sections.

V. Evolution of Small Tea Growersin the Nilgiris

Small holder tea cultivation was not new to the Nilgiris and had
existed even prior to the 1990s. They came into existence in about the
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1920s. Unlike the plantations of the north which were British owned
and managed by the British managing agents, the Southern plantations
were owned by the Indian capitalists who emerged around this time.
During the great depression in the early 1930s there was a fall in the
international price of tea. This fall in prices prompted the International
TeaAgreement of 1933, between themain producer nations, India, Ceylon
and Indonesia, accounting for 80 per cent of the world tea output.
Accordingly, the Indian government passed the Tea Control Act in 1933
by which export quotas were fixed for big plantations. The expansion in
acreage was aso limited. during this period the plantations controlled
by managing agentsin eastern Indiareduced output, whereasthe smaller
independent plantations of South India and other peripheral areas
expanded market share (Gupta 1995). This they did by encouraging
small growers to cultivate tea and supply them the green leaf. Around
1961 the government removed the quota restrictions from the estates. It
was around this time that the bought leaf factories came into existence
(Reddy and Bhowmik 1989).

Tablel1: Growth of total land under teacultivationin Nilgiris(in ha)

Year land (in ha)
1961 20840
1971 22651
1981 24849
1990 26237
1995 35537
2000 60427
2005 66115
2007 66156

Source: www.teaboard.gov.in (accessed on December 11, 2011)

During the pre-independence period most of Indian tea was
exported to Britain. The managing agency system was legally abolished
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in 1970 following which Indialost the markets in Britain. But soon the
trade with USSR gained strength. In 1978 the rupee rubble agreement
established strong trade relations of tea and coffee between India and
USSR. Tea from South India was particularly exported to USSR and it
accounted for almost 80 % of the tea export from South India around
mid 80s (Neilson and Pritchard 2009). Small holder cultivation in the
Nilgirisintensified from about the mid 1990s. A survey in 2001 indicates
that 86 per cent of the smallholders in Nilgiris produced only tea. The
increase in smallholder cultivation was responsible for increasing the
total land under tea cultivation from 26237 ha in 1990 to 60427 in
2000 (Table 1 and 2). At the turn of the century about 60000 small
holdersin Nilgiris contributed to about 40 per cent of total South Indian
tea production (Neilson and Pritchard 2009).

Table2: Growth of small holder land in Nilgiris

Year no of estates Area(inha)
1981 (upto 8.09 ha) 6375 7237
1991 (upto 8.09 ha) 6563 8130
1999 (upto 10.12 ha) 55601 36774

Source: www.teaboard.gov.in (accessed on December 11, 2011)

Animportant reason for thisincrease wasthe good prices prevailing
in the market during 1996-98. In 1997, there was a decline in the
production of Kenyan and Indonesian tea which may have pushed up
the demand and prices of Indian teato historic levelsin 1998 (NABARD
2006). The average sale price of teaat the Indian auction centreswas Rs.
76.43/kg in 1998. Since then, the prices have been continuously
declining and the price was only Rs.56.03/kg in 2003 (Table 3). The
reason for this decline was the mismatch between the global demand
and supply intea. In 1998 the global tea production was 3058.4 million
whereas the demand was only 2912.6 million (Tea Digest 2002). This
created a situation of oversupply in the international market and had an
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inverse affect on tea price. The decline of average price of tea from
1998-2003 at an al Indialevel was about 27 per cent but the decline in
average price of tea at Coonoor auction was far more at about 47 per
cent (Table 3).

Table 3: Auction Pricein India

1991 1998 2003

Auction Centres Qty [Value| Qty |Value | Qty [|Vaue

(Rs (Rs (Rs

kg) kg) kg)
Kolkatta 1389.98 | 48.22 | 823.8| 87.33 | 1338.74| 68.13
Guwahati 1386.44 | 40.9 |1402.26 | 78.76 | 1386.64| 59.01
Siliguri 919.55 | 37.79 | 72356 | 74.66 | 870.9| 54.58
Amritsar 3.88 | 3267 7.18| 51.96 19| 28.62
North India 3699.85 | 42.88 | 2956.8| 80.22 | 3598.18| 61.31
Cochin 596.06 | 35.53 | 585.86| 73.31 | 506.33| 45.78
Coonoor 409.12 | 28.46 | 708.47| 65.06 | 405.86| 34.55
Coimbatore 310.82 | 34.37 | 17246| 68.74 | 22331| 383
South India 1316 | 33.07 | 1466.79| 68.78 | 1179.53| 39.93
All India 5015.85 | 40.31 |442359| 76.43 | 4777.71| 56.03

Source: www.teaboard.gov.in (accessed on December 11, 2011)

Thereafter there has been an overall decline in the auction price.
The North Indian tea catered to the high end market in Europe and US
as opposed to South Indian tea that targeted the comparatively lesser
priced markets of the USSR. Following the fall of the USSR, price of
South Indian tea has declined.

Further, with the emergence of a new world order there was an
emphasis on liberalisation that replaced the earlier state control and
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guotas. New forms of market exchange came into existence the role of
regulatory institutions reduced. Tariff reduction, removal of custom
duties, discretionary import licensing and other non tariff restrictions
came under the WTO regime which ensured hegemony of the market.
International firms set quality control and ethical standards. But these
developments were lopsided and aggravated the uneven value
distribution along the supply chain. While the auction price was falling
from 1998 onwards, the price of retail tea remained unaffected (Action
Aid 2005).

Asthe auction price of tea declined, green leaf prices witnessed a
sharp decline. Astheincome of the STGsreduced, they cut on the cost of
production by not using fertilizers and manure, not pruning the bushes
and sticking to long plucking cycles. By 2003 a large humber of small
growersarein debt, mostly to BLFs, leaf agents and local moneylenders
(CEC 2003). Unfair price fixing pushed growersto the verge of poverty
and starvation.

It isin this context that the process of restructuring becomes all
the more important. Deconstruction followed by emergence of new
formsof governance structures, to alarge extent, determinestheinsertion
of STGsintheglobal value chain. But alongside, there are awhol e set of
territorial factorsand institution formati ons determining this smallhol der
engagement. These arein aprocess of constant interaction and the small
holder engagement is forming while it is itself getting formed by the
governance relationships, territoriaity and institutional formations. The
following sections will examine the territorial and institutional
components of the tea value chain in Nilgiris.

V. TeaValueChainin Nilgiris

Theteavalue chain of the Nilgiriscan bevisualised in Figure 1. A
brief description of the different individual institutions follows:
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Small tea grower s : They form the peripheral rug of the teavalue
chain. While all tea growerswho possess|ess than 25 acres (10.12 ha) of
land fall in the category of STGs, data of the Tea Board reveals that the
average size of an STG landholding is only about 0.7 hectares (1.72
acre)®. Vulnerability is exasperated by their lack of access to capital to
expand their scale of operations or become equipped to make value
additions. They lack the required technical and managerial skills to
compete in the market.

The ingtitutional environment within which these small growers
engage with the value chain is determined by the interventions of the
stateaswell asnon state actors. There have beeninitiativesto collectivise
STGs and upgrade their capacities by the state government as well as
NGOs. Thispaper givesabrief overview of suchinitiativesinthe Nilgiris.

Figure1: Value Chain of STGsin Nilgiris

Small Tea Crowe: |

— 1T |

.I Agent ! Society l

T 1

1
BLF
i |‘/L_ - L | INDCO factories i
Estate F:{r_lo:v

|
[[Frvte ml /J,/ L [ msmlt

Cl TA
Buvus Ebuvmg houses,

| Brands, retailers,
| merchants etc)

Source: Field Study (November 2011)

3. This paper begins value chain of tea from small tea growers. This is not to
ignore the fact that small tea growers engage workers, but to highlight and
give prominence to the fact that most of the small tea growers are workers
themselves. STGs follow shared labour system i.e. offering their own labour
to other STGs and using their labour when they need or a few workers
offering labour to the various STGs in the village — for more information see
CEC study on workers of STGs 2010, available on www.cec-india.org.

4. In 2005 the total number of registered STGs in Tamil Nadu was about 61,985.
However, the total land under cultivation by STGs was only 43,157 hectares.
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Thetime interval between plucking and processing of leaf should
be ideally about three hours to produce good quality made tea. In any
case, the tea leaf cannot be stored for more than six hours without
damagingitsquality. Thisalong with the geographically dispersed nature
of STGs leaves less-options. They end up selling leaves to an agent
rather than directly approaching the factory.

Agent: Agents collect the green leaf from STGS and transport to
the processing factory. There are several factors that make agents a
powerful player inthisvalue chain. One, the agent gives an impression
that he is absorbing the risks. This means that any loss due to delay in
transportation or the withering of the leaf does not fall on the farmer.
Two, the farmers have taken an advance from the agent. Three, the
agent isatrusted member of their own community, sometimesan STG
himself. All these factors end up creating a relationship of dependency
between the STG and the agent in which the agent has an upper hand
and he uses this for fixing the green leaf price. Farmer does not have
any say in this.

Processing Factories: There are three kinds of factories that
produce made tea- a) Bought Leaf Factory (BLF), b) Estate Factory and
¢) Industrial Co-operative Factories (also known as INDCO factory).
Bought leaf factories are private establishments who procure green leaf
fromthe STGsand processit into madetea. Estate factoriesare processing
units of plantation estates. Some of these factories also take green leaf
from the STGs alongside their own production. Estate factories in this
supply chain include TANTEA estates and INDCO factories which are
state run cooperative factories processing green leaf of the small farmers
who are their members.

In the first and second case, the small holders who supply leaf are
not linked to the BLFs and estate factories, other than as suppliers of
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greenleaf. Their relationship with thefactory issolely market determined.
It is indirect and channelised through the agent or the society. In the
third case, the small growers are linked to the factory as they are the
members of the INDCO co-operative society which owns the factory.

Often there is an overlap between the STGswho supply lesf to the
agents and those who supply leaf to the society. These categories are not
mutually exclusive. STGs who have not been organised into societies
are the ones who largely supply leaf to the agents. But as non members
they al so sometimes supply leaf to societies. The STGswho are members
of PPSswhich have been newly formed or are still in their nascent stages
can also supplying leaf to the agent. Another common phenomenon is
that members of INDCO cooperativesare also members of PPSsand they
supply leaf to both.

Auctions: Teaproduced by the small holdersintheNilgirisreaches
the buyerg/retailers through auction as well as private sale. Auction is a
system which bringstogether buyers/retailers and sellers and determines
price of teathrough acompetitive bidding process on the basis of quality.
Nilgiri teais sold at the Auction centre located in Coonoor called also
called the Coonoor Tea Trades Association (CTTA)® auction started in
1963 and TEASERVE® or the Tea Manufacttorers Service Industrial
Co-operative Society Limited started in 2003. At the same time a large
quantity of tea produced in the estates does not reach the auction and is
privately sold to retailers and brands.

Locating small tea growers in the territorial and geographical
specificitiesis an attempt to go beyond a narrow understanding of STGs
just asthe point of production in the value chain that needsto be upgraded.
Instead it enables us to capture the complexities associated with the

5. The CTTA auction is held every Thursday and Friday.
6. The TEASERVE Auction is held every Wednesday.
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livelihood issues of the STGs which also determines how they engage
and resist within the global value chains. Thefollowing sectionsexamine
some of these intricacies.

VI. Geographical and Territorial Components of the STG Value
Chainin Nilgiris

Small tea growers in the Nilgiris are characterised by exclusion
and marginalisation as they mostly come from the dalit and adivasi
communities. The tribal population of the Nilgiris comprises of the six
tribes notified by the government of India as the primitive tribal groups
- Todas, Kotas,. Kurumbas and Irulas, Paniyans and Kattunayakans -
almost all related to tea plantations. Badagas (designated as OBCs not
classified astribals) constitute the singlelargest group of people engaged
in tea cultivation. Most of the smallgrowers in the Ooty and Coonor
region are from this community. They speak alanguage which is a mix
of Tamil and Kannada suggesting that they were originally from
Karnataka. Existing literature suggests that they migrated to the Nilgiris
over several centuries starting mainly with thefall of the Vijayanagaram
empire to Tipu Sultan's conquest of Mysore in the late 18th century
(badagawordpress.com). Badagas. are a very close knit community and
have a caring culture. There are common resources jointly owned by the
community. At present there are doctors, teachers, engineersamong them
and many have migrated overseas. They have also created a political
space by being members of the legidative assembly (MLAS) etc. But
this comprises a very small percentage of the Badaga population. Most
of them own small portions of land and cultivate tea. Almost 40 per cent
of them continue to live at the subsistence level (nokabettunews.com).

Gudalur became a part of Tamil Nadu only in 1956 and even now
the region has a large Malayalam speaking population. In the pre-
independence days, the forests of Gudalur were controlled by chieftains
from Nilambur - in Kerala. They hunted in the teak and rosewood-rich
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forests (TOI 2011). The British recognised their rights over these areas
as private janmam land. The land was covered by the Maabar Tenancy
Act until 1969 when the Tamil Nadu Gudalur Janmam Estate (Abolition
and Conversion into Ryotwari) Act replaced it. A host of legal issues
surrounded the conversion of the janmam land to ryotwari land. Around
the sametime, the forest land under the estates was encroached by small
farmers, largely landless dalits, and they started cultivating tea. The
ownership status of their land remains contested and they have still not
received the land pattas. Gudalur also witnessed migration of Tamil
expatriates from Srilankaas per the Shastri Sirimavo agreement of 1963,
who wereoriginally plantation workers their rehabilitation was designed
to offer them the same work. They settled or were duped to purchase
land with falsified papers on their arrival. There are around 300,000
repatriatesin Gudalur (Balgji C 2006). So the small teagrowersof Gudalur
largely are from three categories - a) Malayalis who settled as
agriculturalists; b) expatriate Tamilians and c) local Tamilians. Since
the small growers in Gudalur do not possess necessary landholding
documents, they have been denied registration with Tea Board and,
thereby, from claiming the benefits provided by government for STGs
aswell as access to other commercial services.

VI.  Ingtitutional Component of the STG Value Chain in Nilgiris
and Processes of Collectivisation

Neilson and Pritchard (2011) while studying the small teagrowers
emphasise on the ingtitutional dimension and social embededness which
emphasised on patterns of relation in economic activities. They argued
that governance and institutions were necessarily co-produced in an
interactive nexus with the global value chain. This interactive nexus
was defined by struggle for new forms of value chain governance. The
way these struggles are played out and resolved indicates how producers
are inserted in the global value chains, the economic returns and the
level of control. It is this understanding that forms the basis of our
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analysis. A crucial question examined, therefore, is how far have the
STGs have been able to build a counter pressure to the global capital?

VI a. Roleof theTea Board

Tea board has been one of the most crucia determinants of the
territorial and policy environment within which the small tea growers
emerged. The present Tea Board set up under section 4 of the Tea Act
1953 and was constituted on 1st April 1954. It isfunctioning asastatutory
body of the Central Government under the Ministry of Commerce. The
Board is constituted of 31 members (including Chairman) drawn from
Membersof Parliament, teaproducers, teatraders, teabrokers, consumers,
and representatives of Governments from the principal tea producing
states, and trade unions. The Board is reconstituted every three years.

The TeaBoard has been making enabling provisions for the small
tea growers from the 9th plan onwards. During the 9th plan period the
Tea Board introduced the 'Small Growers Development Scheme' which
envisaged to provide STGstraining on modern aspects of teacultivation,
study tours and field visits. This scheme was modified and continued in
the later plans. In the successive plans the Tea Board devel oped various
schemes for the benefit of the small growers:

VI a. 1. Tea Plantation Development Scheme: During the tenth and
eleventh plan periods the Tea Board introduced Tea Plantation
Development Scheme. The objective of this scheme is productivity
improvement through replanting/replacement planting, rejuvenation
pruning and consolidation through infilling of vacancies, creation of
irrigation facilities, special focus on small tea gardens for enhancing
productivity and quality, new planting in small growers sector in
traditional and non-traditional areas, setting up of teaproducers societies
etc. The pilot SHGY Tea Producer Societies initiated in the tenth plan
specified that each society and its members (Self-help group) should
have registered with Tea Board, each society should have at least 50
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small grower members under its command and it should have been
registered as per the provisions of the Societies Act /. Entitlements that
come from the registration with the Tea Board are given in the Table 4.

In 2005-06 the Tea Board first registered 13 SHGs and 24 in 2006-
07 (53rd Annual Report of Tea Board, 2006-07). In 2007-08 another 42
SHGswereregistered under the Tea Board. The Tea Boards recognition
was significant asit allowed the society to register under the respective
state government Societies Act under which they can avail of state
government development schemes (through panchayats and blocks)
and also by registering with the Tea Board of India which entitled the
small tea growers to benefit from development schemes formulated by
the board.

VI a. 2. Quality Upgradation & Product Diversification Scheme:
Quality Upgradation & Product Diversification Scheme was launched
w.ef. 1st September, 2003. It provided for extending financial support
to the tea industry by way of subsidy towards modernisation of tea
factories through replacement of old and worn out machineries,
installation of additional machineries, changing the product mix
enabling the tea manufacturing factories and /packaging units for
obtaining quality assurance certificates such asHACCP and | SO. Special
attention was also towards bringing quality awareness amongst small
growers and the bought leaf factories (53rd Annual report - 2006-07, Tea
Board of India).

Programmes of theteaboard (including the QUP) areimplemented
by the UPASI. It isan apex body of planters of tea, coffee, rubber, pepper
and cardamom in the Southern States - Tamil Nadu, Kerala and

7. The mgjor activities of the Society should include: Extension — Technology
and information dissemination, Leaf collection, storage and transportation,
Procurement and supply of inputs such as fertilizers, plant protection
chemicals, sprayers, pruning machines irrigation equipments etc to the
members of the society (Source: Tea Plantation development Scheme, Xth
Plan Period (2002-07).
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Karnataka. It is a registered voluntary body of plantation growers of
South India established in 1893. There are 13 District Planting
Associations and 3 State Planters Associations affiliated to UPASI. In
1982 considering the growing importance of small tea growers in tea
cultivation UPASI In collaboration with Indian Council of Agriculture
Research, UPASI-KVK was set up in 1982 and it started its activities
from 1 April 1983 to impart training to the farming community, rural
youth, extension and grass root level workers.

VI a. 3. Revolving Fund: A revolving corpus was set up by the Tea
Board during the ninth plan. The 11th plan document also gives the
following administrative structure for the revolving fund :

TeaBoard — Loca Bank — Self-Help Group
N K

TeaFactory

In this structure the Tea Board representative sanctioned the
amount after getting the report from the leaf factory. The drawback of
this was that it put the factory in a commanding position vis a vis the
STGs. Sothe STGscould not benefit much fromit. Discussionswith Tea
Board officials reveals that this has been changed by the government
recently, and the 12th Plan approach and the loan will now get directly
sanctioned by the bank.

VI a. 4. Price Stabilisation Fund: This Scheme wasintroduced in 2003
by the Ministry of Commerce and Industry for the benefit of small farmers
to provide some compensation as and when the prices of the four
commodities fall below a certain level. For determining the level of
compensation to be provided, an annua Price Spectrum Band for each
commodity is fixed based on the seven year international moving
average of the pricefor the concerned commodity by PSF Trust. Onetime
joining fee of Rs.500 wasrequired from the growers. Based onthe annual
Price Spectrum Band, the given year is categorised as good, normal and
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distress period. As far as tea is concerned, so far no year has been
categorised as distress year.

VI a. 5. Price Sharing Formula: The Price Sharing formula was
introduced in 2004 when the Teaboard introduced aprice-sharing formula
based on the Sri Lankan model. The price-sharing formula envisaged
that the sale proceeds was to be shared between the smallholder and the
manufacturer-processor in the ratio of 60:40. However, in the absence of
any enforcement or monitoring mechanism, it has been difficult to
implement it.

A report on the role of the Tea Board in tea development in India
by the Comptroller and Auditor General makes the assessment that Tea
Board has failed to discharge even the basic regulatory role effectively
since more than 80 per cent of small growers in India continued to
remain outside the ambit of regulations by the Tea Board. It criticizes
the Tea Board for almost 57 per cent of the bushes remaining
unproductive in 2008 and states that it would take 149 yearsto clear the
backlog for replanting upto 2008 at the present pace of implementation.

At present there are a lot of challenges before Tea Board.
Investment in field and factory requires considerable stepping up. Tea
Board needs to be strengthened so that it can focus on further extending
its support for quality upgradation, development, regulation &
marketing. At the sametimeit isimportant for the TeaBoard to takeinto
consideration the perspective of the small growers while formulating
the schemes. This could be a reason why the schemes including the
revolving fund and the price sharing formula lack implementation.

VI.b.INDCO Co-operative

VI b. 1. The Origin: Story of INDCO goes back to 1958. This was the
time when the co-operative movement in India was at its height.
Popularised by the government as a response to problem of rural
indebtedness, farmers generally found the co-operative movement to be
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an attractive mechanism for pooling their meagre resources for solving
common problems relating to credit, supplies of inputs and marketing
of agricultural produce. In 1904 the Co-operative Societies Act was
promulgated. Since then this sector in India has emerged as one of the
largest in the world. Co-operatives have been an integral part of the Five
Year Plans. In the First Five Year Plan, it was specifically stated that the
success of the Plan would be judged, among other things, by the extent
it was implemented through co-operative organisations. Co-operatives
increased from 1.81 lakh in 1950-51 to 4.53 lakh in 1996-97 and
membership increased from 1.55 crore to 20.45 crore during the same
period. It wasat thistime, under the aegis of the Tamil Nadu government,
thefirst INDCO co-operative was started in Yedakkadu village, Nilgiris.
The First Co-operative Tea Factory at Yedakkadu was registered in the
name of "Kundha Industrial Cooperative Tea Factory Ltd., IND No.
259" on 26.09.1958. It started its production on 29.02.1962. At present,
there are two kinds of co-operatives functioning- co-operative societies
and co-operative industrial factories - There are 15 co-operative
industrial factories and two tea service societies - INDCOSERVE and
TEASERVE. Though atotal of 17 such INCDO factories were initiated
by the state government, two have been closed down. INDCO factories
produce about 17 million kg of tea per annum accounting for 22 per
cent of the tea production of the Nilgirisdistrict, about 10 per cent of the
total production of Tamil Nadu and about 8 per cent of the total
production in South India. About 19606 small tea growers are members
of INDCO (out of atotal of about 63000 small teagrowersinthe District)
who together cultivate 32195 acres of land (Table 5). The stated aim of
INDCO is to improve the socio-economic condition of the small tea
growers by enabling them to obtain fair price for tea leaves.

Participation in the co-operatives is expected to benefit the
cooperative farmers if they can get the maximum possible price. With
thisidea, the Tamil Nadu government linked up all the INDCO factories
into afederation called INDCOSERV E which would market the INDCO
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Table5: INDCO TeaFactories|nstalled Capacity, Members, Land

Holdings

S. Name of Year of Installed No. of Area
No.| INDCOTea Starting | Capacity | members|Covered

Factory Operation | (InLakhs (acres)

kgs)
(Ason 30.09.2011)

1 | Kundah 1962 28.10 1464 2293
2 | Karumbalam 1966 10.00 732 1441
3 | Mercunad 1967 15.60 1417 2268
4 | Mahalinga 1967 14.05 1404 2635
5 | Manjoor 1967 28.10 1410 2099
6 | Ithalar 1967 28.10 2015 2362
7 | Pandalur 1974 20.10 1528 2842
8 | Kaikatty 1976 12.50 1498 2342
9 | Kattabettu 1976 15.60 879 1705
10| Sdlisbury 1983 28.10 1569 3566
11| Frontier 1986 20.10 2064 2778
12| Kinngjorai 1989 12.50 820 1303
13| Bikkatty 1991 15.60 914 1096
14| Ebbanad 1997 10.90 794 1685
15| Bitherkad 1998 14.05 1098 1780
TOTAL 273.40 19606 32195

Source: INDCOSERVE 2011

tea TheINDCOSERVE or the Tamil Nadu Small TeaGrowers' Industrial
Co-operative Tea Factories Federation Limited was formed as the Apex
organisation of the INDCO co-operative factories on March 20, 1965.
To co-ordinate the activities of al the INDCO Tea Factoriesand act asa
guardian of Small Tea Growers in the Nilgiris District.
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VI b. 2. Price Realisation for INDCO Farmers®

Figure2: Green Leaf Price Paid By INDCO

Price of Green Leaf Paid by INDCO Cooperative
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Official documents claim that INDCOSERVE hastransformed the
economic conditions of small tea growers in the Nilgiris District and
that the very existence of INDCO Tea Factories has given the Small Tea
Growers the requisite collective bargaining strength . However, the
validity of this is doubtful.

Field data suggests that the estimated cost of production of a
kilogram of green leaf inthe Nilgirisisabout Rs 7. (Thisincludes cost of
plucking- Rs 2.5, manure- Rs2, maintenance- Rs1.5and carry - Rs- 1).
Over the last two decades the cost of production has been between Rs 5
- Rs7. Priceredlisation of INDCO farmers since the 1990sindicates that
price has been about Rs 7 on an average. The INDCO farmers have
hardly been able to recover their cost of production from the price they
have got for their green leaf, in many years.

Corresponding with the overall market fluctuations, 1997-98 was
in fact the best years (reasons have been explained in the previous

8. Table of Price of Green Leaf based on information from INDCOSERVE
collected during field visits in December, 2011.
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section). The highest price that INDCO farmers could receive was Rs
12.8 during 1997-98. During 1999-2000 prices crashed from Rs 7.9 to
Rs 4.8.and then recovered to Rs 12.4 in 2009-10 (Fig 2).

Interviews with members of INDCO Kattabettu conducted during
the fieldwork tell that since the price realisation from INDCO has
remained low, many co-operative members are also selling a major
portion of their produce outside the INDCO set up.

Figure 3: Average Price of Made Tea
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VI b. 3. Improvementsin Quality and Quality - Product | mprovement
and Process | mprovement

Quality improvement is a parameter completely ignored by the
INDCO co-operatives. Thefactories do not engage or facilitate technical
training or education for the improvement in quality or quantity of
green leaf. INDCO farmers have mostly retained the same method of
production, plucking and pruning techniques followed by them before
joining INDCO. The reason for this is that INDCO does not have any
quality checks of leaf that are supplied. Unlike other BLFs and estate
factories, there is no grading system followed by the INDCO factories.

According to the officials of the INDCO loyalty of the members
and low quality of tea INDCO members are the reasons for it. They say
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that the members are not loyal and supply the poor quality of leaf to
INDCO, while the better quality is sold by them outside to BLFs and
estate factories where the price of green leaf is according grades. And
Growers who have received training after they left INDCO and joined
other societies feel that since INDCO does not have a grading system,
there is no incentive to improve cultivation model.

Quiality of the made tea depends to a great extent on the quality of
the green leaf supplied. The average price of made tea of al INDCO
factories put together has aso not improved since 1990s. For most of
the years it has averaged between Rs 25 to Rs 45. Prices have peaked
only intwo years- Rs63.69 in 1997-98 and Rs 68.42 in 2009-10 (Fig 3).

Table 6° : Working Result of Industrial Cooper ative Tea Factories

S.No. Name of the Profit Loss during | Cumulative Loss/
Factory 2011-12 (upto Profit ason
Sep. 2011) 30.09.2011)
1 Kundah (-) 40.88 (-) 40.88
2 Karumbaam () 2234 (-) 18237
3 Mercunad (-) 29.55 (-) 302.08
4 Mahalinga (-) 2859 (-) 176.69
5 Manjoor (-) 19.69 () 67.30
6 Ithalar (-) 40.95 (-) 20174
7 Pandalur (-) 2044 (-) 2044
8 Kaikatty (-) 16.50 (-) 16.50
9 K attabettu (-) 7.67 (-) 115.96
10 Salisbury (-) 20.19 (-) 2019
11 Frontier (-) 19.12 () 19.12
12 Kinnajorai () 21.73 () 362.06
13 Bikkatty (-) 2050 () 20.50
14 Ebbanad (-) 14.05 (-) 717.65
15 Bitherkad (-) 1155 (-) 45152

Source: INDCOSERVE 2011

9. Based on Interim (Periodic) Report, INDCOSERVE, October 31, 2011
given by manager, INDCOSERVE on November 8, 2011.
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Surprisingly, evidences do not suggest that INDCO management
regularly uses the technical know-how of UPASI-KVK or visa-versa.
This was aso the decade when the Tea Board was implementing the
QUP (quality upgradation programme) through UPASI-KVK. INDCO
factories and farmers are included in the programme. Yet they could not
derive the expected gains. In fact, the co-operative and QUP have been
like two parallel running government programmes under different
departments lacking synergises. INDCO factories are reported running
losses (Table 6). There is also a decline in the membership and the
acreage by about 7 per cent and 6 per cent respectively from 2005-06 to
2010-11 (Table 7).

Table719: Growth of INDCO Factories

Sr Detals 2005 | 2006 | 2007 | 2008 | 2009 | 2010
no. -06 -07 -08 | -09 -10 | -1
1 | Number of

members 20,049 | 20,241 {19,298 | 19,270 | 19,669 | 19,635
2 | Acreage 31,848 | 31,678 {29,929 | 24,635 | 31,499 | 32,235
3 | Quantity of

green leaf

purchased

(inLakh Kgs) | 475.87 |555.73 |536.73 | 563.96 | 658.21 | 627.58
4 | Quantity of

madetea

produced

(inLakhkgs) | 123.42 |145.53 |141.04 | 149.02 | 174.48 | 165.85

Source: INDCOSERVE 2011
VI a. 4. Inputs, Credit and Other Assistance

The flow of inputs, credit and other assistance in the INDCO co-
operative occurs at three levels. One, the State Government gives a
(25% to 30%) subsidy to the INDCO factories like subsidy on cost of

10. Based on Interim (Periodic) Report, INDCOSERVE, October 31, 2011
given by manager, INDCOSERVE on November 8, 2011.
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machinery and an additional Rs 2 (as on November 2011) on the green
leaf to the STG members. Two, INDCOSERVE provides servicesfor its
members which include maintaining warehouses in three places -
Coonoor, Coimbatore and Cochin; financial services such as interest
free loans to factories, arranging machinery and spare parts through
centralised purchasing system. Three, the factories give support to their
members in the form of collection of green leaf from the farmers -
absorbing the transportation cost and making timely payments for the
green leaf. These facilities are provided by all the factories. Apart from
thistheindividual factories give welfare support to their memberswhich
include, @) death benefits (usually optional ranging from Rs. 20000 to
Rs. 30000), b) dividend calculated annually, c) credit for inputs and, d)
cash advance. However, these benefits can vary from one INDCO factory
to the other.

Interviews with the STGs reveal that these benefits remain the
main attraction for STGsto retain their membership with INDCO, despite
recurrent losses. Government subsidy on leaf price is distributed to all
the members and it acts as an incentive for them to continue supplying
to INDCO. Flip sideis that such subsidies are announced from time to
time and there are long periods when the farmers do not get this benefit.
The decision of implementing or suspending such a schemeis arbitrary
in nature and dependent on the benevolence of the ruling government.
Credit forinputsisessential for thefarmersand most of thefarmersareusing
this benefit. But the welfare schemes are not uniform and very few of the
STGs actudly have benefitted from them. The INDCO management has
also not reviewed them or consulted the members on them in any way.

VI b. 5. Insgtitutional Structuresand Gover nance

The structure of INDCO co-operatives is as follows: small tea
growers are members of INDCO factories. The INDCO co-operative
factoriesfederateasINDCOSERV E. INDCOSERVE isdirectly under the
control of the State Ministry of Commerce and Industry.
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Uptill 2001 theINDCO factorieswere controlled by aboard which
had an elected chairperson. Government representative was also there.
INDCOSERV E was & so managed by an elected board.

According to the by-laws the Chairman and Vice-Chairman of
this Board are to be elected from among the elected Chairmen of 15
Industrial Co-operative Tea Factories. But the elected Board was
dissolved with effect from 25.05.2001. A Special Officer has taken over
charge of the Board of theINDCO factorieswith effect from 26.05.2001.
At INDCOSERVE there is one General Manager in the Cadre of Deputy
Director of Industrial Co-operatives and five Managers in the cadre of
Industrial Co-operative Officer drafted from Industries and Commerce
Department to assist the Special Officer in discharging his duties.

Asthe structure itself suggests, thereisno rolefor the STGsin the
management of the co-operative. Field survey indicates that while some
INDCO factories have maintained the tradition of having annual general
body meetings, they remain more or less ceremonial with there being,
and no major suggestions or strategic decisions are taken here.

| b 6. Forward Linkages- Marketing

The state government has given a lot of emphasis on federating
the INDCO co-operatives and building the marketing linkages.
INDCOSERVE was formed for this purpose. But the interference of
agents/middlemen and the non-transparent nature of the auctions were
considered hindrancesin enabling realisation of fair price. To overcome
this TEASERVE or the Tea Manufacturers' Service Industrial Co-
operative Society Limited waslaunched. It wastheworld'sfirst electronic
auction centrein Coonaoor. Registered asa co-operative society on August
28, 2002, TEASERVE was launched by the Chief Minister of Tamil
Nadu on September 13, 2003. All co-operative ingtitutions and public
sector undertakings engaged in teamanufacturing, bought leaf factories.
State government factories and estate tea factories are eligible for
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membership of TEASERVE . As on 15 February 2005, there were 167
seller members and 399 buyer members (275 are from other States) of
TEASERVE. TEASERVE is managed by a the Board of Directors
consisting of 11 members, of whom 7 are el ected from among the members
of TEASERVE, 1 expert from teaindustry, 1 nomineefrom TeaBoard, 1
nominee of Government of Tamil Nadu and the Managing Director.

According to the officials at TEASERVE, the advantages of
TEASERVE are that it is a producers co-operative society with no role
for the auctioneers (brokers). Auctioneers charge 1 per cent commission
on the salevalue. On the other hand, the charges of TEASERVE are only
0.13 p per kg for a 10 bag lot. While the existing auction system allows
adrawal of 3 kgs per lot as samplefor the brokers, in TEASERVE, only
1.5 kg per lot is drawn as sample. In order to encourage the sale of tea
through TEASERVE, Government of Tamil Nadu has given concessional
rate of TNGST at 4 per cent and CST at 2 per cent. Despite these
advantages, till 2006 only 15 estates have registered themselves as
members. INDCOSERVE and TANTEA were the main participants at
TEASERVE.

Right since its inception the average price of TEASERVE has
been the lowest compared to any other auction centre in the country. In
2004, ayear after it was launched, TEASERVE price averaged at 37.63
which was Rs 1.37 lower than the Coonoor Auction Centre. Price at the
other auction centres in the country in the same year were much higher
- Coimbatore Rs 43, Kochi, Rs 50, Siliguri Rs 62, Guwahati, Rs 64 and
Kolkata, Rs 78. Examination of the weekly average price reveals that
the differencein the TEASERVE and CTTA average price touched upto
Rs6. Thistrend has continued through the years (see Table 2). Moreover,
right from its inception huge quantities of tea offered at the tea serve
have been going unsold (Box 1). More recently, in November 2011, it
has been reported that the tea prices have increased nearly three per
cent in the first three quarters of current calendar over last year in the
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Box 1:
Heavy withdrawalsat TEASERVE auctions
(Excerpts of a Report Published in The Business Line on
December 27, 2004)

As much as 4.72 lakh kg of teas out of the 7.53 lakh kg
offered for sale at the electronic auctions conducted by
the TEASERVE this week here went unsold. Not even a
single kg of the orthodox grade was sold. The entire sale
pertained to the CTC category.Some 2,837 kg of the
orthodox leaf grades were on offer. There was no offer of
the orthodox dust grade at all. Among the CTC teas,
around 5.06 lakh kg were of the leaf grades of which,
only 1.61 lakh kg were sold. The balance 3.44 lakh kg
went unsold. Even the teas sold fetched an average price
of only Rs42.22 akg - against Rs 43.75 last week. Some
2.44 lakh kg of the dust grades were offered of which,
1.24 lakh kg went unsold. The sold volume of 1.19 lakh
kg fetched an average price of Rs 45.73 a kg - some 50
paise more than last week. Of the total volume of 2.81
lakh kg sold at the auctions, 20,332 kg were declared as
salefor export at an average price of Rs42.13 akg - some
5 paise more than last week. Of this, the 9,017 kg of |eaf
grades got Rs41.58 akg and 11,315 kg of the dust grades
got Rs42.56. A volume of 98,602 kg was declared as sale
within the State under the TNGST at an average price of
Rs45.03 akg - some 47 paiselower than last week. Here,
the CTC leaf gradeswere 23,934 kg and fetched Rs 39.59
a kg, while the dust grades totalled 74,668 kg fetching
Rs 46.78. Under the CST, avolume of 1.62 lakh kg was
sold at an average price of Rs43.11 akg against Rs44.24
last week. Of this, 1.29 lakh kg of |eaf gradswere sold for
Rs 42.75 and 33,740 kg were sold for Rs 44.47. Of the
2.81 lakh kg totally sold, as much as 2.73 lakh kg fetched
a price between Rs 30 and Rs 55 a kg. Some 2,475 kg
were sold for Rs 56 to Rs 59.99. Some 5,920 kg fetched
Rs 60 to Rs 64.99. Only 300 kg fetched Rs 65 to Rs
69.99. No tea was sold above this price and none below
Rs 30 a kg.
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different auction centres in the country. South Indian prices averaged
Rs69.69 (Rs 66.39) and Coonoor Rs63.30 (Rs59.97). The TEASERVE
auctions have again reported the country's lowest price average of Rs
57.15 akg (Rs 54.91) (Table 8).

When the government of Tamil Nadu launched TEASERVE it
was argued that the CTTA does not have transparency. Today even the
basic information on TEASERVE one gets through the CTTA auction.
Basic information on TEASERVE like the volume sold, grades, the
buyers, prices etc are not made available to the public at large.

Price of TEASERVE is always the lowest when compared to
the price of CTTA, South India and all India prices (Table 8).
Managing Director of INDCOSERVE pointed that there are huge
price fluctuation. "This year (2011) maximum auction price was Rs
80 and the minimum was Rs 40. Compared to the price of any other
auction, the TEASERVE priceisless. Coonoor auction rates are high
as estate teais mixed with the small teagrowerstea." INDCOSERVE
defends the low price it obtains from TEASERVE arguing that in all
the other auctions estate tea is mixed in huge quantities which is of
presumably better quality as compared to the teaat TEAERVE which
is primarily of small holders. But the price difference is sometimes
too startling and more on specific varieties of tea- Maybe double or
more!! and thisis a cause of concern.

11. Based on interviews with manager, INDCOSERVE on November 8, 2011.
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V1.a.8. ThelNDCO Initiative - In Principleand Practice

INDCO co-operative factories were the result of a state-initiated
and state-led policy and sincethe initiative never came from the farmers,
structurally their role in management of the collective is missing. It was
used as a tool to promote development by the Tamil Nadu government
but could not become fully autonomous or member-owned. In fact,
member primacy has remained absent. Members haveno say in planning
of resource mobilisation and utilisation of resources mobilised.
Membership of INDCO is more or less dormant and there is lack of
active participation of members in its management. There have also
been no efforts by the INDCO management to encourage participation
of the STG members. There are no inbuilt mechanisms to ensure equity,
participation and democratic member control.

INDCO sets out socio-economic empowerment of farmers as its
main objective. While the co-operative factories have survived amost 5
decades, members of INDCO remain small farmers who have limited
capacities and resources. Over the years it was expected that members
gain out of their participation in the co-operative movement and enhance
their socio-economic status as well as negotiating capacities. Farmers
joined INDCO asthey saw it asawindow out of the clutches of the money
agents and debt traps. But they did not gain in terms of price realisation of
greenleaf. INDCO did not invest in member training and skill improvement.

What the members have gained isin terms of benefits from afew
disparate welfare schemes and relief from government subsidy in leaf
price. The gains from the welfare schemes are not uniform as al the
INDCO factoriesdo not have thewelfare schemes. Moreover, thewelfare
schemes and subsidies are arbitrary in nature and subject to heavy
political interference. The supportive price at the rate of Rs.2 per kg of
green leaf, introduced by the state government in 2011 is applicable
only from May to December 2011. During the field visits conducted in
November 2011, members expressed their concern on what would
happen to the green leaf price given by INDCO after December 2011.
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The government invested heavily in INDCOSERVE and it could
have been the marketing structure in place and technically equip its
member factories to improve production of made tea. However, in
practice, the INDCOSERVE and the INDCO factories have functioned
as separate state agencies, which are in a hierarchical relationship.
Political empowerment of the STGs, which happens progressively when
a collective created by the people federates, has remained crucially
absent in the process. The co-operative initiative has not motivated or
even strived for changes in overall policy framework towards the
inclusion of STGs.

Just the other side, over-politicisation and red tapism characteristic
of state managed institutions have proved harmful for the growth of the
co-operative. Interviews of a cross section of people associated with the
management of INDCO factories and INDCOSERVE reveal that
mismanagement is at the helm of affairs. WhileINDCOSERVE hastried
to augment capacities of INDCO factories, most of the efforts have been
mired in bureaucratic corruption. Federating asINDCOSERV E has hel ped
in maintai ning machinery and infrastructural wherewithal to manufacture
made tea. But despite investments in improving the installed capacity,
trend in the production of made teahas not changed and remains stagnant
over the years. Data reveals confusing trends on which the management
of INDCOSERVE could not give any appropriate explanation - an
exampleisthat in 2006-07 the sale of manureto INDCO factorieswasto
the tune of Rs. 112.08 lakh. But in 2009-10 it was 29.14 lakh only.
(Table 9) A manager at INDCO shared, "Corruption in INDCO takes
several forms. Huge commission isinvolved in purchase of machinery -
all contracts for buying machinery are sanctioned only to one supplier.
Croresof rupeesof loan issanctioned for purchases of lorries, repayment
etc., and yet government subsidy is claimed. Special officers are people
who have never been to atea garden earlier. They are given a car, house
etc., and to hide their ignorance they do something that is disastrous for
the STGs."
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VI.C.TANTEA

In 1968, the Government of Tamil Nadu started implementing a
Tea Project in the Nilgiris. It was managed by the Forest Department as
a scheme to rehabilitate the Sri Lanka Repatriates. In 1975 the Project
was, brought under a corporate management called the Tamil Nadu Tea
Plantation Corporation Limited. This Corporation came under the
administrative control of Environment & Forest Department of
Government of Tamil Nadu. TANTEA, with over 4,431.92 ha. under tea
plantations, became one of the largest individual holding in Nilgiris.
By way of implementing the Shastri Shrimavo Pact4, sofarin TANTEA
has absorbed 2331 families (with permanent employment to two
members from each family). This provided assured employment to 4967
permanent workers and seasonal employment for about 2000 casuals.
More than half of the workers are female. The labourers and their
dependants, numbering 25,000, are settled in the Corporation's tea
plantations. The areaunder the plantation was devel oped in three phases
intheNilgiris- Phasel (from 1969-1979) 1850.74h; Phasell (from 1979
t0 1981) 591.10 haand Phase I11 (from 1982 to 1984) 336.58 ha. During
phase IV (from 1990 to 1995) 568.00 ha in Nilgiris and 1085.50 hain
Anamalais were planted . The corporation sells made-tea, tea waste,
seedlings, etc. It is financed by NABARD through the consortium of
banks for the plantation development expenditure, civil works,
machineries, roads, etc. TANTEA aso gets share capital and interest
subsidy from the Central Government and also through the State
Government. Tan tea uses two main marketing channels - 1) auction
and 2) retail sales. About 75 % of the teais sold through auction centres
in Coonoor, Cochin and Coimbatore. TANTEA teasare al so sold through

14. In October 1964, Prime Ministers Lal Bahadur Shastri and Sirimavo
Bandaranaike signed an accord. Tamils of Indian origin who were settled in Sri
Lanka but had been denied Sri lankan citizenship were divided on a ratio of
seven to four between India and Sri Lanka respectively. Out of the 9,75,000
stateless persons, 5,25,000 were to be repatriated to India while 300,000 were
to be granted Sri Lankan citizenship (In the cause of Plantation Labour, Frontline).
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BPCL network. At present, there are 134 TANTEA dealers selling
TANTEA products in Tamil Nadu.

VI c. 1. Linkage with Processing Factories, Input Costs and Price:
Since the organisation of TANTEA was along the model of an estate, the
producers were workers and did not own land in the plantations.
Corporate/Worker management relationship characterises TANTEA. It
has its own processing facility but where the tea was process. Workers
have no linkage with the processing units. Workers would get a wage.
They were not affected by input costs.

Workers were paid minimum wage but there is no collective
bargaining mechanism in place. According to the workers at TANTEA
Tiger Hill Estate, the factory employs about 80 permanent and 200
casual workers. All the workers are paid Rs 135 per day on a monthly
basis on the seventh of each month. All the workers, whether permanent
or casua get the benefit of provident fund. Gratuity is restricted to
permanent workers. All workers also get free medical facility inside the
estate, maternity benefit (three months of paid leave), water and toilet
facilities. Bonus is given before the Deepavali festival.

For workers who joined in the early 1970s, two members from
each family were given a permanent job. Since then there have been no
permanent workers recruited. When some one retires, the child becames
eligible for a permanent job. Rest all are casual workers. All permanent
and casual workers are Sri Lankan repatriates. No workers from outside
the estate come to work in the plantations. Women pluck the tealeaf and
men work in the factory or carry out supporting work. Daily targets are
set. Particularly casual workers have to pluck 40 Kgs of leaf in a day.
They work in two shifts- 8 am-12 pm and 1 pm to 5 pm. Quarters have
been provided by the plantation management. Each unit has a separate
toilet and drinking water facilities. Electricity and cable connections
are provided for which the workers pay themselves. Workers are not
satisfied with the wage since it istoo low to support even the basicslike
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children's education. The school in the estate is only upto the primary
level. Thereisaunioninthe Tiger Hill plantation of which the permanent
workers are members. It has about 100 members. It is taking up the
issues of working condition and wage. It had a so raised the demand for
20 per cent bonus which was granted by the management some years
back. Trade unions organise only the permanent workers. Issues of
casual workers remained unaddressed.

VI c. 2. Scope for Participation in the Functioning of Primary and
Higher Collectives: Set up as a corporate, TANTEA did not envisage
the participation of workers at any level in terms of functioning.

VI c. 3Accessto Gover nment Schemes: for TANTEA workers accessto
government schemes remained limited as they had no land rights.

VI1.d. Self Help Groups(SHGS) in Nilgiris

SHGs!® of small teagrowersin Nilgiris started emerging in about
early 2000s. UPASI-KVK supported SHGs as part of implementing the

15. The SHG model was started in India in the 1980s by social-devel opment
4ANGOs, many of whom took up group-formation (especialy of women) as
their main tool. Having group members learn how to pool savings into loans
— mostly small, short-term consumption loans — was seen as empowering
disadvantaged women, socially and politically as well as financially. (Basu
and Srivastava (2004). A Self Help Group (SHG) has an average size of
about 15 people from a homogeneous class. They come together for
addressing their common problems. They are encouraged to make voluntary
thrift on a regular basis. They use this pooled resource to make small
interest bearing loans to their members. The process helps them imbibe the
essentials of financia intermediation including prioritisation of needs, setting
terms and conditions, and accounts keeping. This gradually builds financial
discipline in all of them. They aso learn to handle resources of a size that is
much beyond individual capacities of any of them. The SHG members begin
to appreciate the fact that resources are limited and have a cost. Once the
groups show this mature financial behaviour, banks are encouraged to make
loans to the SHG in certain multiples of the accumulated savings of the SHG.
The bank loans are given against group dynamics without any collateral
and a market interest rates. The groups continue to decide the terms of
loans to their own members. Overal growth of SHGs in India — from 1992-
1999 was 32995 and by 2005 — 06 this number reached 2238565 (NABARD
2006, Progress of SHG Bank Linkage in India-2005-06).
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Quiality Upgradation Programme (QUP). Groups of STGs were formed
and technical training was given to them. Focus was on improvement in
field and changing the growers plucking practices. In 2001 UPASI KVK
started implementing another programme - the Factory Upgradation
Programme (FUP), which provided a subsidy of 50 percent to factories
to upgrade equipment., incentives and training programmes to help
factories attain relatively costly 1SO and HACCP certification. UPAS
tried to combine QUPR, FUPinto one. The ideawasthat on the one hand,
training of STGs and an upgrading of the quality of green leaf, and on
the other hand, improving capacities of the BLFs would together
contribute in fetching a better price of leaf to the STGs.

VI d. 1. Improvement in Quality and Quantity: According to the
growers, at the time when SHGs were formed the price of teahad dipped
in the international market. Trainings imparted by UPASI KVK helped
the growers in improving their production cycle.

VI d. 2. Linkage with Processing Factories and Price Realisation:
Initially the women SHGs concentrated on improving access to finance
and receiving technical training. Through SHGsthe STGs could develop
better relationship with banks and facilities linked with banks. In some
areas the SHGs also helped in setting up quality tea leaf procurement
sheds and in and started functioning in terms of procuring green leaf
and supplying it to BLFs. But the reach remained limited and agents
remained active in most of the places. Also, since the SHGs were not
legal entities, their approach to the BFLs remained individual. The SHG
members could not develop sustainable linkages with processing
factories.

VI d. 3. Input and Credit Availability and Access to Government
Schemes: Interviews with STGs suggest that individual farmers could
get access to credit which could be used for purchasing inputs but the
SHGs were not purchasing and supplying inputs for its members.
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VI d. 4. Scope for Participation in the Functioning of Primary and
Higher Collectives: Through SHGs leadership of women was
encouraged. The collective approach was limited to an SHG and there
was no structure like a federation or body at the state or national level
that could demand policy changes. An institutional base that could
address challenges faced by STGs remained missing.

VI1. e Primary Producer Society PPSs

A crucial development occurred in the Nilgiris from about 2005-
06. There has been the emergence of Primary Producer Societies (PPSs)
or the tea producer societies. PPSs reflect a more contemporary
perspective of Tea Board. Tea Board encouraged the PPSs to register
different levels - first in the state societies' registration act which made
them lega entities as well as entitled them to benefits that come from
the gram panchayat and other local bodies. These societies were then
registered by the Tea Board which made them eligible to access a host of
benefits through the Tea Board schemes. Each individual farmer was
also required to register.

The PPSs were initially supported by Centre for Education and
Communication and Traidcraft (in partnership with DFID and later
NABARD) in terms of facilitating society formation, imparting
managerial and administrative trainings and advocacy campaigns.
UPASI KVK also encouraged the PPSs by imparting technica training
and leaf quality improvements. Once the PPS collectives became alegal
entity they could sustain the benefits from quality improvement and
improve leaf trade. Therewere marked improvementsin their negotiating
capacity with the BLFs. Over the next 4-5 years PPSs emerged as an
autonomous initiative reflective of astruggle for self-realisation and for
fairer terms of trade - more of replication of experiences of farmers
collectives in the milk sector.

What makes the PPS model different from INDCO and SHGs is
that through PPSs the STGs endeavoured to obtain collective identity
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at different levels. The PPSs functional at the village level worked for a
better price for STGs by removing the agent, supporting input costs,
enhancing technical, managerial and marketing skills and negotiating
with BLFs. The PPSsfederated into apex bodies or regional associations
at block and statelevel s as Federation of Small Tea Growers Associations
-FESTA. Regional associations engaged in policy and advocacy actions
- public events, press conferencesraising theissues of STGs. These state
associations federated at the national level and supported the formation
of the national association (CISTA).

According to the annual project report of CEC and Traidcraft
(2009) from 2006 - 2009 about 37 societies were formed in Nilgiris
which covered 3865 small growers. Dharmagiri was the first village to
have a Society in the area facilitated by the project. The farmers of
neighbouring Arottuparai got together and formed one on their own
when they realised the positives of a Society. In addition to this, another
36 societies were found between 2009 - 2010 covering 2709 growers
(CEC 2011).

Some of the societies have been working exceptionally well
procuring quality tealeaves and paying very good pricesto the suppliers.
Annual reports of UPASI KVK say how growers relationship with the
Tea factories changed from individual approach to more of a collective
approach as a Society. Only three tea factories were supporting the
Quiality Tea Procurement and Service centres consistently in 2002. By
2008 it was almost 15 factories supporting over 30 small Tea growers
societies (Report on QUP, UPASI KVK, September 2008).

Following are details of the societies were visited during the field
visits:

16. The Confederation of Indian Small Tea Growers' Associations (CISTA) was
formed in 2007, now representing 9 states.



P JUOD

(6peib +g) |(epelb+@)isal Jo) 6'sd 8'sy TIN 0102 19 0§ fe[npeuoH
1591 10} 8 SY pue (G'6 SY pue apeld ‘A1B100S 915
8pelb v 10} GOTSH | V104 GZT sH BPURLRMPAIA 1S
(epeib +g) 1501 Joj | (Bpeibi+g) 181 oy 6'Sy 8'sd [TT0Z €TT ON| 0T0Z/19 €s 0S|  FefeymuoH
8 sd pue apelb |56 sY pue apelh /934/00S ‘A 1003
V 10} SOTSH | V10JSeIsy /ANO/aL .S efefeuin
(epeib +g) | (epeifi+g)sal 1o} 6'sd 8'sd [TT0Z "80T'ON (t1/6) v9 L8 Iquinx1|ig
1591 10} 8 SY Pue |56 SY pue apeld /934/00S ‘AB1P0S 915
8pelb v 10} GOTSH | V104 GZT SH /4NO/aL eRWRRYg LS
(epeib +9) (epeib +g) g8 sy 9y TIN| 900Z/¥T2 €TT [€£09 A19100S
1S9l 10} 1S9 o} rioXerM 91S
G/ sH pue apelb |56 sy pue apelb euelerN
Y 104 00'TT Sd V 104 G'¥T SH wysxe us
uolrew.o}
Ap100s i

AprRIpawuw| uolirew.oy

A@100s A 100s

(TT0Z %2Q) (TTOZ 22@) [UBNOIY} pPai(ddns | o1 Joud Jueby

juasaud | uesaud e jeo| ea| usalb | Aq fea| usalb

e oy Weby | joori By jod | o) arel B od |10} dkey BY Rd

apei] fea preoq DY S80S
©a] ylm Japun
uolrelsifal | uorressibal diys abe A0S

JO Jea A JO Jea A JBqWR N | 910V ay) Jo aweN

SISIAPR!H Ul pBJBA0I SSdd J0s|eRd ‘0T 9|gel




46

"TTOZ Jequisdaq - JoquiaAoN Bulnp iompield ©9.n0s

GL'6 'SH G'0T 'sd 9Sy 9 SY-G SH 800¢ £00¢ T€T 68¢ uolenossy
SIOMOID
ed] WS
reredniniy
GL'6 'SH X0poy1lio 9Sy 9 SY-G S £00¢ 900¢ 09¢ GEV A 1003
wniwaid Jo} eAenlpyDd
0€ sd pue G'0T uBewreyq
09’6 'Sd G'0T sd 9Sy G SH-¥ S T10¢C 0T/EL [4°] et A 1003
91S fefeN
refuad fd|rAO
056 sd G/°0T sd S sy €sd 800¢ 7002 144% 66.| Jnins ‘Aw100s
eAepoliH LS

(uswiulanon
npeujiure] wo.S 8pelo v 1o} 8sd 8 S4-9 sy T10C 0702/28 69 124" Ap1005
Apesgns) g + 8 'sH |Gz SH pue apelo "JZ ON /934 S JoM0IS) €3]
oy oou| AlUO| g 104 GZ-€T s /O0S/ANO/E L [eWS Bypun




47

VI e. 1. Price Realisation: Primary producers soci eties have successfully
worked towards getting a better price for their members by eliminating
the agents and negotiating directly with the BLFs. Key activity of most
of the PPSsisto collect green leaf from the STGs and sell it to BLFs or
estatefactories. They receivethe payment from thefactory inthe society's
bank account and distribute it to the members regularly. It has been
reported that the difference between the leaf price paid by the agent
before the formation of the society and the rate given by the society to
itsmembers can have huge variations. According to the Arrotparal society,
the average price obtained by the growerswent up from Rs.6 per kilogram
when it was formed in October 2007 to Rs.13.50 in November 2008. In
October - November 2011 it was around Rs 10.5 (Table 10).

In the 9 PPSs which have been studied in 2010-11, the average
price that the STGs were getting before the formation of the society was
Rs 6.4 and after the formation of the society this increased to about Rs
7.4 and then grew gradually. At present the average price that societies
gets is Rs 13.25 which is a gain of over double from what they were
getting before the society formation. It has been observed that once the

Table 11: Estimated gainsto farmers after formation of PPSs

Leaf Agent PPS Combined

Monthly average
leaf trade (kg) 3,57,500 6,60,000 10,17,500

Value per month 38,46,250 97,82,500 1,36,28,750
after formation of
the PPSin lean
season (Rs)

Total monthly gain
after formation of

the society in lean
season (Rs) 6,21,250 45,56,875 51,78,125

Source: www.cec-india.org (accessed on January 25, 2012).
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STGs form a PPS and the PPS starts getting a better price for the leaf,
there is aripple affect on the price of the green leaf. The agent is also
forced to give a better amount to the STG.

According to areport (CEC 2011), about 39 PPSs have reportedly
traded about 1017500 Kgs of leaf in a month in 2010-11 and the total
monthly turnover of the societies at an average has been about Rs
13628750. On an average the increased income of a Nilgiri farmer who
has become a member of the PPS has been Rs 4.5 per kg of tealeaf (in
lean season). But the farmers trading through societies gained about Rs
6.36 and those through the leaf agents gained about Rs 1.68. Here is an
assessment of the gains by CEC for 39 PPSs combined (Table 11).

Saocieties have engaged in direct negotiations with the BLFs and
that has enabled them to get a higher price. There are also cases when
the societies have changed the BLF to which they were supplying leaf
initially and gained financially. Sri Lakshmi Narayanasociety, Karakorai
was one such PPS. But BLFs have also continued to exert pressure on
the STGs - by playing on social and community ties and using the
presence of INDCO in the area as a benchmark for price setting.

While most of the PPSs have been able to successfully remove the
agent, in some cases members continue to supply a part of their leaf to
the agents. Field observations indicate: @) STGs own small portions of
land usually under two acre and this increases their vulnerability and
dependence on advances which they have been getting from the agents.
This is particularly true in the societies which are in the nascent stage
and in such cases the PPSs try to negotiate and break free from the
agents over a period of time; b) when a PPS becomes functional agents
over aperiod of time reinvent ways to continue their trade. They offer a
price which is marginally less than the society ¢) wherever agents have
continued it has been observed that the situation which was there before
the formation of the PPS - of a fierce competition among agents
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eventually exerting a downward pressure on the price, has ended. Only
one or two agents survive and those are the ones who have close links
with the community, mostly members of the community themselves and
they use these links to maintain their presence.

Similarly it is observed that some of the members of the PPSs
continue to supply leaf to INDCO. They do this as they want to retain
the membership, which entitles them to direct government subsidies
every time the price of lead falls and also to retain their entitlement to
the welfare benefits offered to its members by some of the INDCO
factories. Kundha ST G society established in 2010 was one such example.
The STGs of the village was initially supplying to INDCO Manjurtea,
but were not getting a good price. Once they registered as a society and
worked on their technical and bargaining skills, they were ableto bargain
and get a better price for their members from Chamraj group (about Rs
22 per Kg for A grade tea). But members are still retaining their
membership with INDCO by supplying a part of their leaf.

VI e. 2. Input and Credit Availability: PPSs have maintained direct and
beneficial relationship with the Tea Board of India. PPSs have received
subsidies from the Tea Board for buying leaf carry bags, vehicles,
constructing leaf sheds and weighing machines. Small tea growers
mentioned that getting organised as PPSs has helped them gain in terms
of improved quality and price of inputs. Fieldwork indicates that in
Nilgiris, the average cost of fertilizer and pesticide per acre of tea
plantation is about Rs.4750. It is estimated that the direct cash benefit
to growers from societies supplying inputs is about Rs.500 per acre.

Interviews with the STGs note that STGs usually take loan from
the society for purchase of fertilizers and manure. The loan is deducted
over a period of about three to six months from the payment of green
leaf. Some STG societies have facilitated members with machines to
spray pesticides. The STG Societies buy fertilizers and pesticides in
bulk from wholesale suppliers to distribute to the members. This is
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advantageous to the members in different ways: One, they are able to
buy the required quantity from the society as against the fixed quantity
that they would have otherwise purchased. Two, since the society is
buying the fertilizers and manures in bulk quantities it is buying at a
bulk rate and there is a price advantage which is passed on to the
members; Three, the members are saving on the transportation cost and
four, members are also saving the time for procurement loading and
unloading.

Societies are facilitating transportation of leaf from its members
through vehicles arranged through the factory on payment basis.
Collecting leaf from the members and transporting it for sae to the
factory is aresponsibility of the society.

The societies al so weigh the leaf themselves and this has benefited
the STGs as, the process is far more transparent than the case when the
STGstraded leaf through the agents. The STGs are now able to see what
is being weighed themselves. Second, The STGs now are aware of how
and why differential weighing can happen - for example in the rainy
season at the factory gate and this enables them to take precautionary
measures when needed. Overall there is a sense among the STGs that
they are in control of the leaf they produce and they cannot be cheated
over the quantity.

VI e. 3. Improvement in Quality and Quantity: An estimate based on
the field work indicates that the STGs own an average 1.56 acre of land
with productivity is as much as 400 kgs in a month. UPASI-KVK gives
technical training in two ways. One, the office bearers participate in the
training sessions organised by the TeaBoard and sharetheir experiences
with the members; Two, officials of UPASI-KVK are called on the field
and they explain and demonstrate better cultivation techniques to the
STGs. All the STG societies covered in the study have witnessed
improvement in quality as well as the quantity of leaf produced.
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Process Improvement - during the field visits the STGs noted that
their plucking cycle had changed. It was pointed out that the earlier
cycle ranging from 30 days to 3 months was reduced to 8-10 days.
Members and office bearers of societies who have received training
pointed that they were asking their members to undergo pruning every
5 years to improve the quality and quantity of the leaf.

STGs have mentioned that their method of plucking the leaf had
changed. Prior to the formation of the society and receiving training,
they were plucking with aknife. They did not know any other plucking
method. Hired workerswere a so plucking in the same fashion. But after
getting organised and receiving training, they are familiar with other
plucking techniques.

Product Improvement - on account of the improvement in the
process, changes were noted in the quality of leaf produced by the
societies. Earlier the STGs were not conscious of the quality of the leaf
they were plucking. They were plucking very coarse leaf and selling it
to the agent. Since the agent was selling it to the BLF or the estate
factory, they were not aware of what would fetch them a better price.
Now, sincethey weredirectly selling their leaf to thefactory, they realised
that better quality leaf will get them a better price from the factory.
Trainings from UPASI-KVK a so helped them. They had learned the art
of plucking two leaves and a bud. Many of the societies had introduced
grading system. Therewere generally three grades- A grade - two leaves
and abud or threeleaves and abud, B + Grade -usually which wasthe lot
which was rejected as A grade and B grade -coarse |eaf.

At the time of the field visits, one of the societies was training for
plucking silver tip. Chelivayal-Dharmagiri Society established in 2006-
07 is now plucking silver tip and even planned to sell it directly to
international buyers.



52

VI e 4. Internal Structure and Governance: PPSs respect the
principle of member primacy. All the societies visited reported that they
had monthly meetings of the Executive Committee (EC) to discuss
common issues. The STGs reported that they discussed the following
issue - 1) societies in the infancy stage discussed methods to improve
leaf quality; 2) members need for extramanure or fertilizers; 3) monthly
statement of account was given to the members by some societies.
Societies maintained records of the monthly meetings. Apart from
monthly EC meetings, once in a year al the societies had a general
body meeting. All the society members were usually present in these
meetings and asked questions to the executive committee members on
the functioning of the society as well as benefits they were receiving.
Income, expenditure and balance statement were presented by the
society in these meetings. Records of all the meetings including
attendance records were maintained by the societies. Records of the
society were kept for leaf procured by the society, leaf traded and price
at which it wastraded. Societiesalso kept account of individual members
for quality and quantity of leaf supplied by the member; the rate at
which the payment was made; the amount that was paid and the balance
to be paid.

V1.e5. Scopefor Participation in the Functioning of Primary
and Higher Collectives: InNilgiris, the PPSsarefederated at two levels.
At the sub regional level, there are three Federations: Federation of
Small Tea Growers Associations - Gudalur-Pandalur (FESTA-GR);
Federation of Small Tea Growers Associations ? Ooty-Kundha (FESTA-
OK) and Federation of Small Tea Growers Associations ? Coonoor-
Kothagiri (FESTA ?CK). These three Federations have come together to
form Federation of Small Tea Growers Associations - Nilgiris (FESTA-
N). Structure at the higher level is democratic giving scope for
participation. District/state level bodies are formed by the primary
societies.
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According to the society leaders who are members of these
associations the state and national federation are important as they
provide an opportunity for them to 1) articulate their concerns and
placeit beforethe TeaBoard; 2) dialogue with the ministry at the national
level and create a space for their perspective to be integrated in the
national policy; 3) publicise through media and other public action
their position and 4) help and spread the message to other STGswho are
at the moment not a part of the PPSs to understand and join in the
movement. Since the PPSs federate at the national level and are carving
a policy space for themselves, it is important that the selection of the
|eadership remains a democratic and transparent process. It isimportant
that the leadership acquires the necessary skillsto understand and locate
the STGs as part of a larger socio-political environment as well as
understand and articulate the challenges that global trade relations pose
for the STGs.

VI e. 6. Forward Integration of PPSs: Where the PPS initiative
falls short is in establishing direct marketing linkage. Particularly in
comparison to INDCO which has institutional support in terms of
manufacturing as well as marketing, the fact that PPSs lack such an
institutional structure is a crucial issue that needs to be looked into.

STGs fedl that there will be obvious benefits if they own tea
manufacturing/processing units and this will ensure its sustainability.
Marketing their own teawill get them directly in touch with the buyers
and they will have a direct access to the changing consumer demands.
In fact tea produced by the STGs can also carve a niche consumer based
on the principles of ethical production. But the biggest stumbling block
is the huge financial implication this has for the STGs. Interviews with
the STGs revea that they have estimated that at present about Rs 4.2
croreis needed for setting up a processing unit. The Tea Board supports
about 25 per cent of this cost through the Special Purpose Tea Fund
(SPTF). Societies through federations are trying to mobilise resources to
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set up processing factories. Federations are also raising the demand with
the Tea Board to give more assistance to STGsfor setting up factoriesin
the next plan phase.

VII. Conclusionsand Policy I mplications

The collectivisation of small tea growers can be considered
success if such coming together have helped the growers to improve
their overall livelihoods and achieve a stronger position in the overall
teavalue chain. It is worthwhile to quickly compare the four models of
collectives against parameters that denote improved collective strength
and better livelihood opportunities.

From the above summary (Table 12), we are able to draw certain
conclusions vis-a-vis some of the larger questions raised at the outset.
They also point to areas where further interventions are necessary.

1 Small tea growers are inserted into the tea value chain as a result
of global changesin teatrade and brand led restructuring process.
Their insertion into the value chain is determined by the
governance structures within the chain as well as though
interplays of territorial factors and institutional relationships.

2. The process of collectivisation of small tea growers studied in
the context of the Nilgiris shows that the existing institutional
arrangements have responded to the challenges that confront the
STGs and STGs have tried to build a counter pressure through
upgrading their productivity and quality, improving forward
linkages and enhancing their bargaining power.

3. INDCOSERVE, SHGs and PPSs intend to enable the farmers to
overcome market entry barriers and improve the accrual of
economic value for their produce. SHGs turn out to be
unsustainable. While INDCOSERVE manages to get the small
growers into a direct relationship with the processing factories
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and have direct marketing channel - TEASERVE, the co-
operative apart from the exception of Salisbury does not succeed
in getting farmers a better price. The price gains for INDCO
members are limited and short-lived and a so the price of auction
price of madeteais|ow. On the other hand the PPS model enables
farmersto get abetter pricefor membersby avoiding the leaf agent
and get direct accessto BLFs. Better priceredlisation for thefarmers
organised in PPSs is a result of their improved negotiating
capacities. But the PPSs have not gone beyond this. They have
not been able to go further up the value chain to establish their
own processing units and to establish direct market linkages.

Member primacy along with professional management is
extremely crucial for a collective. INDCOSERVE needs to get
out of the bureaucratic entangles and red tapism, but how far the
component of member primacy can be established remains a
question.

Policy Concerns

5.

The cases of successful collectivisation in the dairy, fishery and
other sectors emphasise that small producers need to upgrade
their relative position in the overall value chains, through forging
strong forward linkages. Only when the PPSsenter into processing
and establishing direct marketing linkage the collective will be
ableto realise the full potential. Herein the role of the Tea Board
in supporting the PPSswhich has so far proved to be asustainable
and viable form of collectivisation becomes crucial.

The government has institutionalised marketing support for
INDCO farmers through TEASERVE. This is a strong component
that has enabled the INDCO factories to survive and retain their
membership. PPSssofar havebeenlacking such an enabling structure.
Marketing support can help the PPSs move up the value chain.
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10.

11.

12.

13.

Tea Board needs to be strengthened and work on strategies to
enhance capacities of STGs and facilitate them to upgrade in the
tea value chain - technical support, marketing assistance and
improving credit accessibility remain important cogsin thewheel.

Planning Commission should study the PPS model of the small
teagrowersin terms of how it has fared over the years and make
enabling provisions for the STGs in the ensuing plans.

Historically, at the time when the Tea Board was set up in 1954,
the presence of small tea growers was non-existent. Structurally,
Tea Board does not have an ingtitutional set up to cater to the
needs of the small tea growers. Recently it has been announced
that a Tea Directorate will be set up under the Tea Board during
the 12th Plan period. The directorate can benefit the STGs
societies as there could be more focused implementation of the
schemes, increased transparency and implementation.

The STG directorate should have within its purview the function
of registration of PPSs and the STGs. It should facilitate and
rationalise this process of registration so that maximum number
of STGs can avail of the Tea Board benefits.

Licenses of the BLFs should be issued by the STG directorate
conditional to implementation/progressive implementation of
the price sharing formula. This should further be closely
monitored and followed up by the STG directorate and ensure
that the STGs get afair price for their produce.

A databank onthe STGs, the PPSsand BL Fs should be maintained
by the TeaBoard. Thisshould include information on the quantity
and quality of leaf produced by STGs and the price at which it
was sold. This will enable better monitoring.

STG Directorate should facilitate market linkages for the STGs
by supporting development of geographical indicators, organic
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15.
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tea production and branding of small tea growers' tea both at the
national and international level.

The STG directorate should make further provisions to enable
the STGs to benefit from the revolving fund as well as Special
Purpose Tea Fund.

Adequate financial and human resources should be made
available with the Tea Board to be able to create and sustain this
STG directorate.
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