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ABSTRACT  
 

         This study is an attempt to examine the existing processing, marketing system and price behaviour of tea in 
Bangladesh. It is mainly based on primary data collected from 10 estates and 46 traders. Price data were 
collected from secondary sources. Processing cost differs significantly among different types of estates. Tea is 
sold in two ways: direct sale from the estate and sale by auction. The participants involved in the tea marketing 
system are the tea estate, broker, bidder, exporter, manufacturer, blender, distributor, wholesaler and retailer. 
Marketing cost was the highest for bidders and the lowest for blenders. Net margin and return on 
investment was found highest for retailers. Profit from packet tea was greater than that from open tea. Price 
instability, inadequate storage facilities, strike, lack of market information, scarcity of plywood, shortage of 
capital, higher amount of charges and barriers created by law are the important problems faced by the tea 
producers and traders. Tea production increased mainly due to rise in yield and growth rate of former period was 
much higher than that of latter period. Although nominal price increased but real price remained more or less 
same during the study period. Nominal price rise in the first period was found higher than that of second period. 
Marketing margin in the first period remained static whereas it went up significantly in the latter period. Seasonal 
price and quantity variations were not related and variation in quantity was higher than that of price. 
 

I. INTRODUCTION 
 
        Bangladesh is a small tea producing country with large potential. Tea is a major agro-
based, labour intensive and export-oriented industry of Bangladesh. It plays a very vital 
role in the national economy through export earning, trade balancing and as well as in 
employment generation. It produces 2% of world production and exports 3% of world 
export. It is providing direct employment to about 0.11 million ethnic minority people, 50% 
of whom are women and their civic needs and amenities are provided by the industry free 
of cost along with about 0.4 million dependents of the permanent workers. Furthermore, 
another 0.6 million people are also dependent on tea in its export, packing, broking and 
local trade, supporting factories and workshops chest manufacturing and transport industry 
etc. It gives 200 million taka as interest against production and development loan from the 
tea industry (BTB, 1998). Tea is a very important cash crop of Bangladesh. A large 
number of tea estates have been established in Bangladesh depending on the tea as raw 
material. But processing and marketing system of tea are* subdued by manifold problems, 
which always hamper the interest of tea producers. A wide range of variations was 
observed in yield, costs and returns among 
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different types of tea estates (Hossain, 1976). Furthermore, tea price is so volatile that it is 
very difficult to anticipate future price. It is a matter of fact that no study has yet identified the 
problems of tea processing and marketing. The present study is a modest attempt to examine the 
existing marketing system and price behaiour of tea in Bangladesh. The findings of the study and 
recommendations may be useful to the growers, policy makers and researchers for 
improving tea processing and marketing. 
 
       Following introduction, methodology is discussed in section IL Section III deals with growth 
rate of area, production and yield. Processing cost, marketing system and marketing cost and 
margin are presented in sections IV, V and VI respectively. Section VII discusses the problems 
of tea marketing. Section VIII and IX cover respectively trend in price and marketing 
margin and seasonal price and quantity variation. Finally, conclusion and recommendation 
are drawn in the last section. 
 

II. METHODOLOGY 
 
      This study is based on primary data collected from 10 estates, one broker company, 8 
bidders, 10 wholesalers, 12 retailers and 5 blenders. The information of the tea estate was 
collected from Habigonj and Moulavi Bazar districts. All types of tea estates were classified into 
four categories such as A (producing above 180000 kgs annually), B (producing more 
than108000 to 180000 kgs), C (producing 27000 to 108000 kgs) and U (producing below 27000 
kgs). Ten tea estates taking two each from Sterling company Ltd., Bangladesh Tea Board 
(BTB), National Tea Company (NTC), Private Limited Company, and Proprietary ownership 
were chosen purposively. Out of ten selected tea estates, eight were A category, one was B 
category and another was C category. Chittagong auction market was selected for this study. 
(Detaied methodology is shown in Hassan, 1999). 
 
       Secondary data were collected from various secondary sources. Data concerning 
processing cost, income etc, were collected for the year 1998. However, marketing data were 
collected from auction market in 1999. 

 
IIL GROWTH RATE OF AREA, PRODUCTION AND YIELD 

 
       Compound growth rates of area, production and yield of tea during 1973/74 to 1997/98 
were estimated by fitting exponential function (Y = aeb) and are presented in table 1. Total 
period has been divided into two sub-periods: i) during 1973/74 to 1982/83 (before structural 
adjustment) and ii) during 1983/84 to 1997/98 (after structural adjustment). Between 1973/74 
and 1097/98, production of tea increased by 2.39% per annum whereas area and yield growth rate 
were estimated at 0.58% and 1.79% respectively. That means production increased mainly 
due to increase in yield. The growth rates of production, area and yield during first period 
were found double as much as the growth rates of those during second period. This 
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       Step-VI: The buyer pays the price, less deposit paid and takes delivery of the lots 
purchased by him on or before the prompt day, which will be 13 days after the sale, unless 
otherwise advised by the Tea Traders Association of Bangladesh. If prompt date is a public 
holiday the buyer pays the price on the next working day. The buyer also pays 15% VAT 
with the tea price. The goods are to be at seller's risk till 4 p.m. on prompt date or till the date 
of removal by the buyer. If goods are not taken by 4 p. m. on the prompt date, the goods will 
thereafter be at the risk of buyers. Brokers get one percent of the values of tea as wage from the 
buyer. Also another one percent of total value is to be paid as 'BTB Cess' to the 
Bangladesh Tea Board. Additionally, Tk 0.50 per chest is to be paid as sample drawing and 
inspection charge. After paying the warehouse charge by the brokers, the remaining portion 
of money will be deposited to the contract bank. The brokers get only 15 days from prompt date 
to deposit this money. The bank coordinates the deposited money with the hypothecation loan. 
After completion of this coordination, the estate can draw the surplus money from the bank at the 
end of the year. 
 
       Tea is exported from Bangladesh to international market in three ways: i) sell the tea in the 
London Auction Market, ii) the foreign buyers purchase tea from the Chittagong auction market by 
their respective bidders, and iii) sale by the bilateral transaction contract. No party like Producers, 
Brokers, Bidders, Foreign buyers have to pay VAT for exporting tea. Figure 1 shows the whole 
process of selling tea through auction. 
 
Market Participants: 
 
       The marketing system of tea is well organized and is different from that of other farm 
products. The parties involved in various stages of tea marketing must need some special 
qualification. The participants involved in the tea marketing system are the tea estates, 
brokers, bidders, blenders, wholesalers and retailers. 
 
       Tea estate: The estate produces tea and after processing it sells the tea by two different 
ways. The estate may send tea for sale to the auction market or it may directly sell tea to the 
manufacturers. The manufacturers directly sell tea to the consumers through their own 
distributors. 
 
       Broker: Brokers are the very respectable participants in the tea marketing system. There are 
six brokers in Bangladesh. In Chittagong auction market brokers control all types of buying 
and selling. They receive the tea chests from the estate after fulfilling some formalities. 
They arrange selling tea of an estate through open bidding at Chittagong auction market. The 
Brokers Company must need some qualification and must be registered by BTB. In the auction 
market tea is sold through brokers to three different parties. They are exporters, bidders or local 
buyers and packet tea manufacturer. The Broker Company must have ten million taka capital and 
one million paid up capital. It should have bank solvency certificate, trade license, tax 
identification number, certificate of in-corporation, and memorandum and 
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article of association. Finally, director's bio-data, staff & officers position, full list of office 
equipment and rent receipt and agreement with the land owner are required if a company 
wants to be a broker. 
 
       Bidder: Actually tea buying and selling starts from bidders. Only the bidders can 
participate in the auction market for buying. They must have valid license from BTB and 
other documents to be qualified as a bidder. 
 
        Exporter: Exporters can purchase tea from the auction market according to the foreign 
buyer choice. After buying tea, the exporter exports the tea to the particular foreign country by 
ship only from the Chittagong port. Neither exporters nor foreign buyers have to pay VAT for 
purchase of tea. 
 
        Manufacturer: Manufacturers also purchase tea from the auction market by bidding. 
They also have to pay VAT to the authority. After purchase of tea they pack it and assign a 
brand name. The manufacturers have their own distributors and they sell tea to the 
wholesalers through distributors. 
 
        Blender: Blenders purchase open tea from the bidders. The Blenders have their own 
machine and after purchase they mix the different types of tea that are purchased from 
different estates. They try to make a grade which might have the high market demand. The 
Blenders also pay VAT. They also need a valid license from BTB and must have the bidder 
license photocopy. 
 
       Wholesaler: The wholesalers purchase tea from Blenders and sell to the retailers. The « 
holesalers also purchase packet tea from distributors. They also need a valid license from BTB 
and have to pay VAT to the authority. 
 
       Retailers: Retailers purchase both open tea and packet tea from the wholesalers. They sell 
tea directly to the consumers according to their demand. They pay VAT for purchasing tea 
and also need some documents for participation in the marketing system. Retailers are the last 
participants in the tea marketing system. 
 

VI. MARKETING COST AND MARGIN 
 
        Marketing cost was the highest of Tk 5.48 per kg. for manufacturer followed by retailer and 
the lowest of Tk. 2.92 for Blenders (Table 3). Manufacturer's cost was the highest because of 
their higher transportation and distribution cost which constituted two-fifth of total cost. 
Besides, they had to bear different costs like chest cost, advertisement etc. Blender did lesser 
number of marketing functions compared with other traders. That is why their marketing cost 
was the lowest. Among the different cost items higher cost was incurred for transportation 
constituting about 24% of total cost of marketing for all traders followed by labour cost and 
VAT. Moreover, storage cost accounted for significant portion of total cost of marketing. 
(Table 3). 
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       iii) Strike and political unrest: All estate owners and traders complained on the strike and 
unstable political situation. They pointed out that transportation of tea was very much hampered 
by strike. In case of political unstable situation, the auction market cannot perform its function 
properly. About 90% intermediaries reported strike and political unrest as a problem to get 
higher profit. 
 
      iv) Lack of proper market information: Majority of the estate personnel reported that 
although they received market information from Broker companies but they did not get 
proper market information such as current market demand for every grade of tea, current 
price of tea, foreign countries' demand etc. One-half of the traders complained that they did not 
receive accurate and up to date information on demand, supply and price of tea. 
 
      v) Scarcity of plywood and paper sack: Most of the tea producers pointed out that 
sometimes they did not get required plywood for making tea chests and for packing tea. There is 
only one plywood factory in Kaptai. They felt that one factory was not enough to meet up the 
increasing demand for all estates. Besides they could not import paper sack and other packing 
materials in proper time due to import restriction. 
 
      vi) Shortage of capital: Sometimes the bidders and blenders could not purchase enough tea 
due to shortage of capital. Thus shortage of capital was a problem to the bidders and 
blenders. 
 
      vii) Higher amount of charges: Majority of traders reported that higher rate of tax and toll 
was a problem to run their business smoothly. 
 
      viii) BTB law and barriers: Mainly the wholesalers and retailers complained on the BTB 
laws and barriers in the study area because for these laws and barriers they could not 
participate directly in the auction market. 
 

VIII. TREND IN PRICE AND MARKETING MARGIN 
 
       Compound growth rates of auction price, retail price and marketing margin (difference 
between retail price and auction price) were calculated for whole period and two sub-periods 
and are shown in table 5. Although nominal auction and retail prices increased during the 
study period but their real price remained same as their growth rates were negative and non-
significant. Real prices were calculated after deflating nominal prices by consumers' price index 
(CPI). However, retail price increased at a faster rate than auction price. Both the prices 
were highly related as the correlation coefficient between two prices was estimated to be 0.93. 
Annual auction and retail prices move in sympathy with each other but the difference 
between auction and retail prices became wider since mid 1980s when Bangladesh started to 
adopt structural adjustment policies (Fig. 3). Nominal price rise in the first period was found 
much higher than that of second period. Though real prices in the first period did not 
change significantly, but in the second period they reduced at the rate of over 3% annually. 
Thus after adopting structural adjustment policies in Bangladesh the high rise of tea price 
has been 
 
 
 
 
 



 



 



 



 


