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Tea Sector Contribution to GDP

Hea accountsHeR B 2% o GIDE DI e
COURLYSSOVERlS BACK the Shzewas Poalfhistian o Wil s iz
2.6%

[t2ceounts for 56%; ofi agriculturall GDP : - %j
T il I

liotal production of tea in SL s over
S00Mn kg per year

Sibisithe third Iargesttea producerfin the
World

Value Added (VA)/BUlk: 85165

Tea Sector Contribution to the Plantation Sector
J[eal seclor accommodates 8%, of the total employment in
the! plantation secior
Currently total tea extent inithe country is 220,000 Hectares

It is1/3 of the total area under plantation sector

Duringithe last decade tea extent was increased as against
the decreasingltrend in the previols decades ol so

foe ¥
High grownitea extent has been reducing and! low grown ‘}‘a /
Extent has BeenInereasing '
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Structural Change in the Tea Sector’s

contribution to the Economy
Malent ehRteaievienisSviie Smal N oliess . SRR
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Slrent meanpredtctivitylevelloismeall ieldingsis C
iBoskalalas adalist 45k 2 nicenpoidie Secion

Corporate Sactor

Ofie of e majer reasenifor siich ahigher

5 3 5 . s Small Holdings
preductvitylis thelexientolimpiovediseed|ings

B7% of small heldings s improvediclones bt only,
45,600 of corporate sector has impreved clonal tea

= loweroverhead cost hasrestlied i nighe profin

B Old Sesding @ High Yislding

enks Tea Boand

o 8mall Beldihgs selmassive replanting \ '/
L /

llowercostof productishintSmalliFsldings cieio

less overhead cost 4

Tea Sector Contribution to Exports

Vo) Zineia) Sl Lain ez p=eleilszel iz geizlieizis _
e le el =gz o) LR el Value VS Share of Tea Exports

Snillankaaeccounte ionr20% of alobal tea
RO
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Elrently total ted exportsicontriblie te 272
percent o iotal Srllianiaisexponis

% Share 'of total

il i e

Earnings from tea exports ias been [ Value USD (Million) =e=Share of Total Exports

inereasing pyes the vears thoughithe expor. 5 1 aisass
Sliigre of teal as been decreasing Value Added Tea Exports

Russia s the main tea manket for S Lanka
iollewed by WAE SR iah

Vallie added tealclrently aceolints for moere
than 1/ of totalitea exports (quantity wise) as
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Tea Sector’s Standing as a
FOREX earner in the Economy

Foreign Exchange Farner Amount US § Million
(% GDP)

Textiles and Garment Exports 3071 (11 %)

Foreign Remittances 23300 (8.3%)

Foreign Aid (includes'commercial | 1200 (4.3 %)
loans)

Tea Exports 882
FDI 6035 :
Rubber Products Exports 448 (1.6%)

Gems/Diamond/Jewellery Exports 446 (1.6%)

Tourism 410 (1.5%)

Tea Sector’s Contribution
to the Capital Market

= Jihere ane 18 plantation companies listed
N the CSE

= As at 20" August market capitalisation of
plantation sector accounted for 1.64%) of
total market capitalisation

= Miuchr higher contrikbutioni to the share
market than Garments, Tourism and
other FOREX earners to Sri Lanka




Tea Sector Contribution to Employment

=Hlealsector provides direct employmentifor
aroundi206,000/(estimated)workers. As a
PErcentage ofithe labourforce iths about
S0

=nHegittotaliworkiorce was 90,000 and in
1994 the workforce reduced to 510,000

= Tiea and related industny employs around
600, 000/— & % ofithe [albour force - Which
1S significant in the context of the N /
diminishing|role’ offagriculture with \ /
economic developnent b

Tea Sector Contribution to Related
Industries

Packaging industry’ = 7 Packe:
= Tea Bags
=lletie PEEks

Ereight Forwarding

Contribution to the paddy sector - promote
fice fioUrin plantations as an aiiermative 1o
Wieat ol

Handicrafts (wooden boxes, reed packages etc.) s ,/(
Local Fans, may contribute te: mare Mini-Hydro and N\ /
Dendro electric energy projects
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Challenge

= [0 sustain the tea sector in the coming years
2l et imeEWHERHE adACUlEUrErSECIONIS
diminishing, in the economy, tea sector support
SysIENS sheulidie strEengiened eetiiey e
government anaitiie pPiVate SECIONR

« Aim should be to make the Tea Sector's
Contribution to the Economy: US' $ 1 bnl by
2010

= | et us look at these challenges

TRI’S Contribution to Tea Sector needs further
strengthening

VA: Bulk ratio --- 85:35 in the near future: TRl has a
MajOIoIENosIaY

Innovative products
= Qrganicies
= hstantiea{evs nationalipatent)
= Ready toldinkteal {888 national patent)
= Eermented! products
= ieaiscehted essehitieloils
= lieailevolred sy o lin

Guidance on Controlling insect pests
. Guidance on controlling pesticide residues
- Guidance on factory modernisation

| Guidance on good agricultural practices




Tea Exports Under Bilateral FTAs needs
aggressive exploitation

Sl exbontvenyitierehiEtes ol falizramd
Pakistani(expressed esia Yo of tetalie sl expolis
e ralle)

ILBFTA | PSLBFTA
Indigls a2 majerntea preducingicolintny

Palisten s oUF competitars (Kenye) fisin
Imanket

Sl tea has duty free aceess to Pakistan market --
(for 10,080 VT of tea) Wierelas Kenyal teallias
6 pay 0% - 20% tarit 2003

Sl exports enly 35 M kg of tealtel Pakistan =

B5%% of the glietalis et being| Used

Kenya exports 98 Mhkg of tealto Pakistan.

Kenya controls 800 of'the Pakistan tea market

CTC Tea for Pakistan

Erowtiiin CNeE productioniin S irasbesn
stagnated over the recentiyears

Clunrently ETiC aceolnts 5-6/%i of total tea
priedlction lithecalntiy as agalnst' 0. 5% ih

1986 :
CTC Froouchen
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Tea Cess needs to be channelled to the
sector

==l ety [ e <l alirel=in el
government Bldget = filinded by Cess | Yedr Total Tax | Year: | Total| Tax

[R=1/1[(IeH) [ReSn(llsn)
Clrrent tea Cess s ks 4.00/kg 1646 2490181 596 6804

1585 12146 599
Cess funds

Ss98 1690 | 21938 2000 616

=A% 1691 [ Hosz1| 2007 [ 16665
—SHIDA 5
1o 855 2602 BT

Clirently Cess goes) o) the ieasy; 1993 4455, 2003 739.6

= dllocations come (o the imstitltes T 4694 004 763 9

Problems 1895 A¥7.8 | 2005

Porticon ef filindsiane Unevailabletfon tea 1596 A94. 61 2008
sector develepment

Elinds are not available atithe time of 1897 537.9

fieed

Fess fund|can be Used for 2l fertilizen

SUbsicly

Labour Shortage needs
attention

henelis alabolrshoiageiithelsectoratitieement

Ihisvssiesholld e addiessed by bethlthe public and iprvate sectors
collectivelyiinordentoget a bettereptibliontetie econamy,

Inereasingitine Worer weliae may belone selltion

UhdenPlantation Developrment Pielect (ADE/Jabai Bankflhdingiwas
allecatediforwonker Weltane development  However, only 20% oiitie
dlleeated blidgetwas disblrsea

Eroject required - 305%: colnter pant iUnding iemcompanies
Companies iave becerrellciant ol de se

Industny hasialse [est significant amoelnt of planters or trained senoii
Managers




Competitiveness of Tea Sector for a Better Contribution to
the Economy
4 Wleer foess el i) nielYsieg eemm o)
= Prodletivity

— =i/ 2600 -
—rice 10

. { 1500
Productivity 2 1000
Slihas thelciest e phodUctvily amenast e najen 280yl

tea producers o

Average Yield in Main Producing

1861 1971 1881 198917 2001 2005

IV eiBr reasons: o essiproduetvity are old seedl?ng
erientyacroinewiechnolody usagell=ck ool e

Tentllityt inacetuatelmplementation ol gook!
agnicultural practices

Bespitetthe plannediieplenting rete BF20s per e
(1958 currently replanting s done 2t 016%-07%
ShllFs 0% ofitolalitearextent it S has old seedling
Oithie tetal old seedling 75% s withithe corporate
secltor (orethan S0 years ole)

Ofthe improved secdling 705 is: With SmallF Holders
(Mest ek them are yeung)

iR hasirecommended technical auidance on newy
technology Usage] soll fertilityancagHeultinal
oractices

il

Old Seadiing VS New Seedling (2005)

Less Land Expansion
Potential

s There s little potential for further increase in
tea extent inithe coumntiny
Kenyal (major competitor inlinternational
market) has large amount o 2bundanilznds
for potential Use In the tea sector = Currently,
useonly 21%: of potential'tea lands

2 Productvity Improvement thlisfizs become
crucial




GCompstitiveness of Tea Sector for a Better Contribution to
the Economy
Quality
Sl Lelgliel e forits o Uslity el
(e O thE e BIEE S
Sl tealis considened as the ‘cleanest
tea i e world in termes off pesticide
residles
lealpoard (e Cantimtelsly meniening
it el i

Price
Lol ofipedictonisa ceteminantet
ot
Cost off prodliction has been
iNcreasing Gver the ears

= Viiege

= Fentiliser eost

[Higher eanmings can be gained from
valleadeedipredlicts and thetgh
direct marketing

Cost Of Produttion m Tea Sector

2004 2005 2006

Daily Wages in Tea Sector

Average Daily Wage

2. 2008 2004

Many Studies on Increasing
Tea Production & Exports

ezl Commission ReEpor: 12C5(EOSL)

Shi Lanka” Tea Industry: 1995 (WEB)

studyon Liberalizingl Imports of Foreign
Onthodex eas for Valle Additionin S Lankan
Tlea Exports: 2001 (IPS)

AnRrARalysis of the Depzie of Dollarsingithe
Colombo Tea Auction: 2002 (IPS)

AT Kearney Repoit: 2005
ljea Cluster kepornt: 2005 (MCI-USAID), elc.
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The Way Forward for a Better Contribution to the

Economy...
Opportunities

Vierldibeverade industiyis moving|totwards hiealthidrinks stich as tea:
Ineregsinglidemend ioryallieadeedieatinmywesienmecolifimes

Elice mencs nina ermankeislike Clsiand WAE are sneng

Iihere 1s a gooed potential fon Sl Lanka o be directly’ linked \vith cverseas
sliyers Wit thelidionmatonechne gy advarcCemens

Favolrable exclignge rate regime o lilE price compelitiveness

Innevatvetes basediprodlicts |ike fenmenteditea prodicts, tea flavolred
yogUnt e tea seented essential oils

iiEETE IS ook for a SARBUCKS Norics

Challenges
Competing colunties ave a higher productivity than S
Implementation of infovative ideas hias been low = loose the first mover

advantage - ,
Cast of praduchion s Inereasing 0 /

Government contiol over lgbour market and politicised trade Unichs
CIC prodUctichistiame nas bEe e 7l
Availability oflabour hias been decreasing over the Vears
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