
 

~ 1168 ~ 

 
ISSN Print: 2394-7500 
ISSN Online: 2394-5869 
Impact Factor: 5.2 
IJAR 2015; 1(9): 1168-1170 
www.allresearchjournal.com 
Received: 04-08-2015 
Accepted: 08-09-2015 
 
Robin Saikia 
Assistant Professor, 
Department of Economics, 
C.K.B. College, Teok, Assam, 
India 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Correspondence 
Robin Saikia 
Assistant Professor, 
Department of Economics, 
C.K.B. College, Teok, Assam, 
India 

 
Tea Industry in Assam: Economic Contribution, 

Challenges, and Prospects 
 

Robin Saikia 
 
Abstract 
The tea industry is the backbone of Assam's economy, providing livelihoods to millions and 
contributing significantly to India's global tea trade. This study examines the challenges and 
opportunities faced by Assam’s tea industry during 2010- 2014, a period of declining competitiveness. 
Rising production costs, stagnant tea prices, and falling export shares weakened the sector’s 
profitability. Aging tea bushes, frequent labor disputes, and climate shocks further reduced yields and 
quality. However, opportunities like Geographical Indication (GI) branding, small tea growers, and 
growing domestic demand offered potential solutions. The analysis highlights the urgent need for 
reforms such as bush rejuvenation, improved labor productivity, and better marketing to revive 
Assam’s tea industry. Without timely action, the sector risks long-term decline, but strategic 
interventions could restore its global position. 
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Introduction 
The tea industry has been the backbone of Assam’s economy for over a century, contributing 
significantly to employment, exports, and state revenue. By 2014, Assam produced nearly 
half of India’s total tea, employing over a million workers, mostly in rural areas. However, 
despite its historical dominance, the sector faced mounting challenges—rising production 
costs, stagnant yields, and fierce global competition—that threatened its sustainability. Tea is 
one of Assam's most important industries. For generations, it has provided jobs, supported 
families, and brought money into the state. Assam’s strong, flavorful tea is famous across 
India and the world. In 2014, the state grew 43% of all tea produced in India—more than any 
other region. The tea industry started in Assam more than 150 years ago during British rule. 
Presently, it gives jobs to over 1 million people in the state. Whole families work in the tea 
gardens - plucking leaves, processing them, and packing the final product. Many towns and 
villages in Assam exist because of these tea gardens. Assam's tea gardens stretch across the 
Brahmaputra Valley like a green carpet. These vast plantations, some over 100 years old, 
produce the strong, malty tea that made Assam famous. Workers start plucking leaves at 
dawn, filling bamboo baskets with fresh green shoots. The gardens have their own schools, 
hospitals, and housing for worker families. During peak season, the air smells of fresh tea 
leaves being processed in nearby factories. Many gardens still use traditional methods, 
though some are now trying machines to cut costs. The industry also drives Assam’s 
infrastructure, with railways and roads originally built to transport tea. Small tea growers 
(25% of production) now innovate with organic practices, while estates like Manohari and 
Mangalam pioneer eco-tourism. 
But despite this success, the tea industry is facing serious problems. Costs are rising, workers 
are demanding higher wages, and other countries like Kenya are selling cheaper tea in global 
markets. At the same time, many tea bushes were old and produced fewer leaves, while 
unpredictable weather made farming harder. These challenges put the future of Assam’s tea 
business at risk. Considering this, this paper looks at how important tea is for Assam's 
economy and the serious challenges it faces in recent time. 
 
Review of Literature 
Barua (2012) [1] studied Assam's tea industry and found that rising labor costs were 
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 hurting profits. The research showed wages increased by 
40% from 2005-2010, but worker productivity grew only 
5%. This mismatch made Assam's tea more expensive than 
Kenya's. The study used data from 50 tea estates and warned 
that without better worker training, the industry would keep 
struggling (Barua, P. Economic Challenges in Assam Tea. 
Guwahati: DVS Publishers, 2012). 
Das & Rahman (2011) [2] examined how small tea growers 
were changing Assam's tea economy. Their survey of 200 
small farmers near Jorhat found these growers produced 18% 
of Assam's tea by 2010. However, most lacked access to 
bank loans and modern farming tools. The study suggested 
government help for small growers could make Assam's tea 
sector stronger (Das, M., & Rahman, H. Small Tea Growers 
in Assam. New Delhi: Allied Publishers, 2011). 
Goswami (2013) [3] researched climate change effects on 
Assam tea. By analyzing weather data and crop records from 
1990 to 2010, the study proved that rising temperatures 
reduced tea quality. Gardens in hotter areas saw a 15% drop 
in premium tea leaves. The paper urged tea companies to 
develop heat-resistant plants (Goswami, R. Climate Threats 
to Assam Tea. Kolkata: Tea Research Association, 2013). 
Singh (2010) [4] compared Assam's tea exports to Sri Lanka 
and Kenya from 2000-2008. The study found Assam lost 
22% of its UK market share because its tea packaging and 
marketing were outdated. Using export records and 
interviews with traders, Singh proved better branding could 
help Assam compete (Singh, A. Global Tea Markets and 
Assam. Mumbai: Export-Import Press, 2010). 
 
Objectives of the Study 
This study aims to analyze the economic performance of 
Assam’s tea industry during 2010-2014. Simultaneously, it 
seeks to highlight the critical challenges faced by the 
industry. 
 
Methodology of the study 
This study is based entirely on secondary data from 
published sources. The analysis draws upon official reports 
from the Tea Board of India, Assam government economic 
surveys, and Reserve Bank of India bulletins to examine the 
tea industry's performance. Additional insights are gathered 
from pre 2015 research studies, industry publications, and 
government records documenting labor, climate, and market 
challenges.  
 
Analysis and discussion 
Economic Performance Overview (2010-2014) 
Assam’s tea industry showed modest production growth but 
faced severe financial strain during this period. The 
following table captures key indicators of this issues. 
 

Table 1: Economic Performance Overview (2010-2014) 
 

Year Production 
(million kg) 

Avg. Price 
(Rs/kg) 

Production Cost 
(Rs/kg) 

2010 487.2 102.30 78.20 
2011 499.6 105.80 85.40 
2012 465.3 108.50 94.10 
2013 503.8 115.20 104.60 
2014 512.0 118.60 112.80 

Sources: Tea Board of India Annual Reports (2010-2014), RBI 
Bulletins 
 
The data shows Assam's tea production grew modestly from 
487 million kg in 2010 to 512 million kg in 2014, though 
with a noticeable drop during the 2012 drought year. While 

this suggests stable output, the financial reality was more 
concerning. Tea prices increased by about Rs 16 per kg over 
these five years, rising from Rs 102 to Rs 118. However, 
production costs grew much faster - jumping Rs 34 per kg 
from Rs 78 to Rs 112 during the same period. This widening 
gap between costs and prices significantly reduced profits. 
Where tea gardens earned Rs 24 profit per kg in 2010, by 
2014 this had fallen to just Rs 6 per kg. Such shrinking 
profits made it increasingly difficult for the industry to cover 
worker wages, maintain equipment, and invest in 
improvements, putting long-term sustainability at risk despite 
the steady production volumes. The numbers reveal an 
industry that was producing more tea but earning less money 
each year. 
 
Table 2: Assam Tea Exports vs. Global Competitors (2010-2014) 

 

Year Assam Exports (million kg) Kenya Exports (million kg) 
2010 210 320 
2011 198 350 
2012 175 380 
2013 185 410 
2014 180 450 
Sources: FAO Tea Statistics, Tea Board of India Export Reports 
 
The data reveals a clear decline in Assam's tea exports during 
this period, contrasting sharply with Kenya's consistent 
growth. Assam's exports fell from 210 million kg in 2010 to 
180 million kg by 2014, representing a 14% overall decrease. 
The most severe drop was observed in 2012 (-11.6%), when 
drought conditions severely impacted production. While 
there was a minor recovery in 2013, the downward trend 
resumed the following year. Meanwhile, Kenya's exports 
grew steadily every year, expanding by 41% over the same 
period to reach 450 million kg in 2014. 
The following table showss how the quality of Assam's tea 
changed over five critical years. Tea is graded into three 
categories based on leaf quality and flavor. 
 

Table 3: Assam Tea Quality Grades (2010-2014) 
 

Year Premium Grade (%) Medium Grade (%) Low Grade (% 
2010 35 50 15 
2011 32 52 16 
2012 25 55 20 
2013 28 54 18 
2014 23 57 20 
Source: Tea Board of India Quality Reports 
 
The quality grading data reveal a significant deterioration in 
Assam's tea production during the period 2010-2014. 
Premium grade tea -the whole-leaf, flavorful variety that 
commands the highest prices in international auctions 
declined significantly from 35% to just 23% of total output. 
Simultaneously, medium-grade tea - consisting of broken 
leaves with decent but unremarkable flavor - grew to 
dominate production, increasing from 50% to 57%. The 
stability of low-grade tea (15-20%) indicates this poorest-
quality product, typically used for tea bags and local 
consumption, remained a constant but unprofitable segment 
of output. 
 
Challenges Faced by Assam's Tea Sector 
1. Rising production costs were one significant challenge 

faced by Assam’s tea industry. Labor expenses alone 
accounted for 67% of total costs by 2014, up from 58% 
in 2010. Fertilizer and energy prices also increased 
sharply due to inflation. These rising costs made 
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Assam’s tea more expensive to produce compared to 
other countries. 

2. Aging tea bushes were another major problem for the 
industry. Over 60% of Assam’s tea plants were over 50 
years old by 2014, well past their productive peak. 
These older bushes yielded 20% less tea per hectare than 
younger plants. They also produced fewer high-quality 
leaves, reducing the share of premium-grade tea. 
Replacing them was costly and took years to show 
results. 

3. Climate vulnerabilities emerged as a growing threat to 
Assam’s tea gardens. Extreme weather events like the 
2012 drought and 2014 floods damaged crops and 
reduced yields. Erratic rainfall patterns made irrigation 
and harvest planning difficult. Rising temperatures also 
affected tea quality, with premium-grade production 
falling significantly. 

4. Inadequate infrastructure hampered productivity and 
market access. Many gardens relied on outdated 
machinery, slowing processing efficiency. Poor road 
connectivity increased transportation costs, especially 
during monsoon floods. Limited warehouse facilities 
also led to storage losses, further squeezing profit 
margins. 

 
Prospects 
1. Geographical Indication (GI) Tag Potential offered a key 

opportunity for Assam’s tea industry. The "Assam 
Orthodox Tea" GI tag, granted in 2008, could command 
15–20% price premiums in global markets. Branding 
Assam’s unique malty flavor as a premium product 
helped differentiate it from mass-market competitors. 
This strategy required stricter quality control and 
targeted marketing to international buyers. 

2. Small Tea Grower Expansion emerged as a promising 
trend. Small farmers are expected to contribute 25% of 
Assam’s tea by 2018, with lower production costs than 
large estates. Government schemes like the Assam Small 
Tea Growers’ Development Program provided subsidies 
and training 

3. Organic Tea Cultivation presented a growing market 
dominance. Global organic tea demand rose 8% 
annually (2010–2014), fetching 30% higher prices than 
conventional tea. Assam’s chemical-free traditional 
gardens already had a head start. Certification programs 
and farmer cooperatives could scale this advantage. 

 
Conclusion 
The Assam tea industry faced significant challenges during , 
with rising production costs and stagnant prices squeezing 
profits, while declining quality and fierce global competition 
reduced exports. Aging tea bushes, frequent labor disputes, 
and climate vulnerabilities further strained the sector. 
However, opportunities existed through premium branding of 
Assam’s unique teas, expansion of small-scale growers, and 
growing domestic demand. To recover, the industry needed 
urgent reforms, rejuvenating plantations, improving worker 
productivity, and strengthening marketing, to restore 
profitability and competitiveness. Without timely action, 
Assam risked losing its historic dominance in tea production, 
but with the right strategies, it could reclaim its position as a 
leader in the global tea market. 
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