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Preface

Nepal Tea and the World 2004, an International Tea Event was organized in Kathmandu to
provide a dynamic forum and excellent opportunities to Nepalese Tea Entrepreneurs to interface
with the leading players of the world in tea sector, particularly from Germany, India, Japan and
the USA including tea buyers, tea professionals, potential partners and collaborators.

The event gave a platform to all those planners, bureaucrats, tea companies/estates owners,
groups representing tea growers/farmers, tea professionals, tea marketers, financial institutions
and donor community, who have interest in development of tea sector in Nepal. It gave the policy
makers an opportunity to consider consolidating their plans and programs to project Nepalese tea
in the world market. The participation and cooperation extended by the Rt. Honorable Prime
Minister; honorable Minister of Agriculture and Cooperatives; honorable member of National
Planning Commission; Governor of Nepal Rastra Bank and other high ranking government
officials is of great importance. Participation of the policy makers in the technical sessions and
receiving recommendations from the deliberations will certainly be helpful in reforming policies
and remodeling the program activities required to promote the tea sector.

The Tea Event became a unique international gathering. The meeting had presence of prominent
personalities of international tea sector and international journalists. The event gave opportunities
to listen to their experiences and advices and to interact with them, which certainly had boosted
the enthusiasm among the stakeholders in one hand and helped to project Nepal as an emerging
tea producing country and her commitment for quality organic tea production. Many technical
and professional papers, valuable summarization, questions floored and answers given during the
sessions are included in detail in this proceeding.

We appreciate the partnership and cooperation of National Tea & Coffee Development Board
(NTCDB), Nepal Tea Planter's Association (NTPA), Nepal Tea Association (NTA), Himalayan
Orthodox Tea Producers Association (HOTPA), Himalayan Tea producers Cooperative Ltd.
(HIMCOOP), GTZ/PSP Program and Winrock International/NTCGDA and Agro Enterprise
Centre/ FNCCI in organizing the event. We would also like to recognize the effort made by the
AEC staff. Special thanks goes to Dr. Deva Bhakta Shakya, Executive Director, Mr. Kiran Raj
Pandey, Director, Agribusiness Policy; Mr. Santosh Raj Regmi, Program Manager, Agri Business
Policy; Mr. Madhuwan Shrestha, In-house Consultant, AEC and Ms. Sangeeta Sherma, HOTPA,
who extended their hands from the conception to the completion of the Event. We appreciate their

dedication and professional work. We like to thank Nepal Rastra Bank for sponsoring lunch in the
program.

The effort of Mr.Niraj Koirala as Master of Ceremony, Mr. Kiran K. Pant and the staff of MSD

International for observing, compiling event activities and developing proceeding of the tea event
are well commended.

Mr. Decepak Prakash Banskota
Coordinator - Nepal Tea & World 2004

December 2004
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Abbreviations

AEC | Agro Enterprise Center
ANTCC | All Nepalese Tea and Coffee Centre
APP | Agriculture Perspective Plan
CoC | Code of Conduct
CTC | Cut, Tear & Curl
FNCCI | Federation of Nepalese Chambers of Commerce and Industries
GDA | Global Development Alliance
GTZ | German International Aid Agency
HIMCOOP | Himalayan Tea Producers Cooperatives Lid.
HMG | His Majesty's Government
HOTPA | Himalayan Orthodox Tea Producers Association
ICM | Integrated Crop Management
IPM | Integrated Pest management
NTA | Nepal Tea Association
NTCDB | National Tea and Coffee Development Board
NTCGDA | Nepal Tree Crop Global Development Alliance
NTPA | Nepal Tea Planters Association
ODA | Overseas Development Assistance
PSP ! Private Sector Promotion
RTD | Ready to Drink
UAE | United Arab Emirates
UK | United Kingdom
USA | United States of America
USAID | United States Agency for International Development
WI | Winrock International
WTO | World Trade Organization
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About the Event

Introduction

Tea is one of the high value crops grown in plains and hill in the elevation range of 50 to 2200 m
above sea level in Nepal. Tea plantation is done in land, which is less suitable for cereals. It is
widely accepted as green gold as the crop is a perennial type and provides regular income source
for 9 months in a year from S years after plantation in the plains and 8 years after plantation in the
hills.

Large farmers carry out tea plantations in commercialized form. Small farmers conduct plantation
in small plots of land as part of crop diversification and develop an alternative but a perennial
source of income for the future. Tea plantation and production is rapidly increasing over past one
decade and much focused eftforts are being made for its expansion in the hilly regions of Nepal
and developing its export market. National Tea Policy has been announced, developmental
program activities have been pursued, and continued thrust is being given by Nepalese private
sector to popularize Nepal Tea through participation in many international trade
fairs/exhibitions/events.

In Nepal, tea plantation has 142 years old history and at present it is done in eight districts
(Dhankuta, Dolakha, 1lam, Jhapa, Nuwakot, Panchthar, Sindhupalchok and Tehrathum) in about
15012 hectares of land. There are more than 85 tea estates and more than 7500 small farmers are
involved in this sector. Nepal has produced 1,556,000 kg orthodox and 10,060,000 kg CTC tea in
the fiscal year 2003-04. There are 16 orthodox and 23 CTC tea-processing units operating in the
country. Orthodox tea is mainly exported bringing precious foreign currency in the country and
the CTC tea is locally consumed which makes import substitution effect in the economy. In the
world tea trade scenario Nepal is at infant stage. The future of the tea industry lies in the
production of quality product and sale in competitive price.

Nepal had organized "Agribusiness Interface 2001-Tea Event " in 25-27 April 2001 which was

jointly organized by AEC/FNCCI, NTCDB, NTPA, NTA and HOTPA .with an objective to
provide a dynamic forum to Nepalese tea entrepreneurs and traders in developing business ideas
through interface with world's leading players in tea sector. In the interface, it had sharing of
information on world tea production, technology and market scenario, which gave the
entrepreneurs an excellent opportunity to discuss all the possible collaborations. The result of the
meeting was very meaningful and the event had added a new dimension in the growth and
development of tea sector in Nepal.

This international tea event (Nepal Tea & the World 2004) is the second organized attempt to
bring all stakeholders of the tea sector in a common platform. This event had focused on bringing
the buyers and sellers of the Himalayan orthodox tea, CTC tea and Organic tea of Nepal on one
platform; recognizing endeavor of the importers of Nepalese tea from Germany, India, Pakistan
and the USA and enhancing the good will of Nepal tea among the journalists, attending thc tea
event, from Germany and USA. The meeting had aimed to educate the stakeholders and make
them aware of international market situation; make growers, processors and marketers acquainted
with the potentiality of the business and update the policy makers and financers with the
opportunity to mobilize the economy and help in poverty reduction process.

Nepal Tea & The World 2004, Kathmandu 7



Objectives

In the context of increasing market competition, and as a new entry into the world market
Nepalese entrepreneurs have yet to put much more effort in marketing Nepalese tea, and in
understanding the world market and market needs. It is necessary to launch a series of campaigns
for the promotion of Nepalese tea in the global market by establishing very good business
relations with the world tea buyers. Therefore, this event had been organized focusing exclusively
on the marketing and market promotion approaches to be taken by Nepalese tea entrepreneurs.

Nepal Tea and the world 2004 was jointly organized by Agro Enterprise Center
(AEC)/Federation of Nepalese Chambers of Comimerce and Industries (FNCCI), Winrock
International (WI)/NTCGDA, GTZ, National Tea and Coffee Development Board (NTCDB),
Himalayan Tea Producers Cooperatives Ltd. (HIMCOOP), Nepal Tea Planters Association
(NTPA), Nepal Tea Association (NTA) and Himalayan Orthodox Tea Producers Association
(HOTPA). The event had highlighted the key and attention demanding area of tea industry- the
quality production, processing and marketing, which thereafter helps the country in the areas of
employment opportunities, agricultural development and sustainable environment development
through the development of tea industry.

The organizers had communicated with 52 International Tea Buyers from Canada, Germany,
India, Iran, Japan, Pakistan, Russia, UAE, UK and the USA. It had communicated with National
Tea Associations of Austria, Canada, France, Germany, Japan, the Netherlands, Pakistan and Sri
Lanka. In the program, there were 20 International delegates including Journalists and paper
presenters. Among the seven paper presenters, four were foreign experts and they shared their
experience in plantation, value of quality for the future of tea business and in product marketing.

Participation

All together the meeting had 112 participants from following fields.
High Ranking government Officials

Policy Makers

CEQ/ Executives of tea Industries

Representatives of NGOs working for tea sub sector
Tea estate owners and growers

Tea buyers

Tea Importers

Tea Exporters

Tea brokers

Tea professionals

Foreign distinguished personalities in tea sector
Donor Agencies

Other INGOs & NGOs

Journalists

Exliibitors

The event had exhibitors from orthodox tea growers and processors, C1'C tea growers and
processors, tea packagers, machine suppliers and donors supporting tea sector. The name of the
exhibitors are as given below.

8 Nepal Tea & The World 2004, Kathmandu




Exhibitors of “Nepal Tea and the World 2004

(A) From HOTPA/HIMCOOP (B) From NTPA

1. Guranse Tea Estate Pvt. Ltd. 1. Budhkaran & Sons Tea Co. P. Ltd.
2. Himalayan Range Tea Industries Pvt. Ltd. 2. Buttabari Tea Processing Pvt. Ltd.
3. Himalayan Sangrila Tea Producers Pvt. Ltd. 3. Danfey Tea Processing Pvt. Ltd.
4. Ilam Tea Producers Pvt. Ltd. 4. Haldibari Tea Processing Pvt. Ltd.
5. Jun Chiyabari Pvt. Ltd. S. Kalika Tea Estate Pvt. Ltd.
6. Kanchanjungha Tea Estate Pvt. Ltd. 6. Mittal Tea Estate Pvt. Ltd.
7. Nepal Small Tea Producers Pvt. Ltd. 7. Modern Tea Industry P. Ltd.
8. Nepal Tea Development Corporation Ltd.
9. Shree Antu Tea Industries Pvt. Ltd.

(C) From NTA (D) Other
1. Budhkaran Tea Packaging Industries P. Ltd. 1. All Nepalese Tea and Coffee Center
2. Mittal Tea Industries (P.) Ltd. 2.GTZ /PSP

3. Nepal Tea Development Corporation
4. Shakun Tea Industries Pvt. Ltd.

5. Tripura Tea Industries Pvt. Ltd.

6. Udaya Shree Tea Industry P. Ltd.

Sponsors and others

The event was funded by the participants from the private sector (Especially From HOTPA,
HIMCOOP, NTPA and NTA). AEC/FNCCI provided the secretarial services and logistic support
while National Tea and Coffee Development Board (NTCDB) provided a fund of Rs. 100,000.00.
Donor agencies like GTZ/PSP and Winrock Internationa/NTCGDA sponsored sums of Rs.
100,000.00 and Rs. 179,000.00 respectively. It had collected participation fee from individual
participants. Guranse Tea Estate Pvt. Ltd. sponsored the drinks of the cocktail dinner of 19th and

the lunch of 20th was sponsored by Nepal Rastra Bank. NTCGDA agreed to extend its financial
support to publics the proceeding.

The total list of the participants who attended the event is included in the annex with their contact

address as per their classification. The participants from HOTPA, HIMCOOP, NTPA and NTA
were as mentioned below.

(A) Partlclpants From HOTPA/ HIMCOOP
Guranse Tea Estate Pvt. Ltd.

Himalayan Range Tea Industries Pvt. Ltd.
Himalayan Sangrila Tea Producers Pvt. Ltd.
[lam Tea Producers Pvt. Ltd.

Jun Chiyabari Pvt. Ltd.

Kanchanjungha Tea Estate Pvt. Ltd.

Nepal Small Tea Producers Pvt. Ltd.

Nepal Tea Development Corporation Ltd.
Shree Antu Tea Industries Pvt. Ltd.

W0 NN RN

(B) Participants From NTPA
. Budhkaran & Sons Tea Co. P. Ltd.
2. Buttabari Tea Processing Pvt. Ltd.
3. Danfey Tea Processing Pvt. Ltd.

Nepal Tea & The World 2004, Kathmandu 9




Haldibari Tea Processing Pvt. Ltd.
Kalika Tea Estate Pvt. Ltd.

Mittal Tea Estate Pvt. Ltd.
Modern Tea Industry P. Ltd.

Nk

(O Sponsors from NTA

Budhkaran Tea Packaging Industries P. Ltd.
Mittal Tea Industries (P.) Ltd.

Nepal Tea Development Corporation Ltd.
Shakun Tea Industries Pvt. Ltd.

Tripura Tea Industries Pvt. Ltd.

Udaya Shree Tea Industry P. Ltd.

AP

(D) Other Sponsors

1. National Tea and Coffee Development Board
2. AEC/FNCCI

3. GTZ/PSP

4. WINTCGDA

5.

All Nepalese Tea and Coffee Center
Other than providing fund NTCGDA program of Winrock International had extended support to
bring in media personnel and representative from the US tea sector. GTZ/ PSP had supported in

bringing German journalists and a resource person on tea marketing. AEC had coordinated the
hosting of the International Event.

Program

Day One (November 19)

Inaugural Session

10.00 a.m. Arrival of the Chief Guest Honorable Minister of Agriculture
: and Cooperatives, Mr. Hom Nath Dahal ’

10.02 am-10:05 a.m. Nominating Inauguration Session's Chairperson (Coordinator-
Nepal Tea and The World 2004)

10.05 a.m.-10:10 a.m Welcome-Mr. Suraj Vaidya (Vice-President, HOTPA)

10:10 a.m.-10:15 a.m. Information about the program-Mr. Prakash Giri (NTPA)

10:15 a.m.-10:40 a.m. Address by tea business representatives from Germany, India,
Japan and USA

10:40a.m. - 10.50a.m. Inauguration and Address by the Chief Guest

10:50 a.m.-1055 a.m. Vote of Thanks — Mr. Ashwini Agrawal (Vice-President, NTA)

10:55 a.m.-11:00 a.m. Chairperson's Remarks

11:00 a.m. High Tea

Technical Session I

Session Chairperson: Mr. Bhairab Raj Kaini, Officiating Secretary,
Ministry of Agriculture and Cooperatives
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11.30 a.m. — 12:00 noon -

12:00 noon-12: 15 pm-
12:15 pm —12:45 pm-

12:45pm —1:00pm-
1:00 pm-2:00 pm-

Technical Session 11
Session Chairperson:
2:00pm-2: 30 pm
2:30pm-2: 45 pm
2:45 pm-3: 15 pm
3:15 pm-3: 30 pm
6.30 pm-7: 30 pm
Day Two (November 20)
Technical Session 111
Session Chairperson:
9: 00 am-9: 30 am

9: 30 am-9. 45 am
9:45 am-10: 15 am
10: 15 am- 10: 30 am
10: 30 am-10: 45 am
10: 45 am-11: 15 am

Technical Session IV

Session Chairperson:

11: 15 AM-11: 45 AM
11: 45 am-12: 00 noon
12: 45 noon-12: 45 pm
12: 45 pm — 1: 45 pm

Tea Tasting Session

1: 45 pm-4: 00 pm

Paper |- Nepalese Orthodox Tea and Commitment to Quality
(Mr. Suraj Vaidya)

Q&A '

Paper 11- Code of Conduct & Nepal Logo (Mr. Jim
Tomecko/GTZ)

Q&A closing of session |

Lunch

Mr. Prachanda Man Shrestha, Joint Secretary
Ministry of Industry, Commerce and Supply

Paper I1I- German Market for Nepalese Tea (Mr willi Raush)
Q&A

Paper 1V-US Market for Nepalese Tea (Mr. Marty Kushner)
Q&A closing of Session 1 o
Dinner

Honorable Dr. Hari Krishna Upadhyaya, Member, National
Planning Commission

Paper V-Nepalese CTC Tea (Mr. Ashwani Agrawal)

Q&A

Paper VI-Prospects of Organic Tea and Market Scenario (Mr.
Harish Mukhiya)

Q&A

Tea Break

International Buyers' Presentation & closing of session {1l

Mr. Binod B. Shrestha
President, Federation of Nepalese Chambers of Commerce and
Industry ( FNCCI)

Paper Vl1i-Private Public Partnership in Tea Sector (Mr. Taranath
Sharma)

Q&A

International Buyers; Presentation & closing of session 1V
Lunch

Tea Tasting & Display

Nepal Tea & The World 2004, Kathmandu 11



Award Ceremony

Venue: Prime Minister's Residence, Baluwatar

4:25 pm-5:00 pm Award and Token of Appreciation presentation to the
International Buyers by the Right Honorable Prime Minister

Closing Program

5.55pm Arrival of Chief Guest

6. 00pm- 6: 05 pm Nominating Closing Session's Chairperson

6: 05pm- 6: 10 pm Highlight of Nepal Tea & the World 2004 by the Executive
Director of Agro Enterprise Center/FNCCI

6: 10pm-6: 15 pm Address by the Chief Guest

6: 15pm- 6. 25 pm Award & Appreciation distribution

6: 25pm- 6: 30 pm Vote of Thanks by the Executive Director NTCDB

6: 30pm- 6: 35 pm Closing of the Event by the Chairperson

6: 35pm- 8: 00 pm Cultural Program and Dinner.

Venue: Hyatt Regency

6: 00 pm- 8: 00 pm- Closing Session followed by Dinner & Culture Program

12 Nepal Tea & The World 2004, Kathmandu
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Inaugural Session

International Tea Event "Nepal Tea & the world 2004" was inaugurated by the Honorable
Minister of Agriculture & Cooperatives Mr. Hom Nath Dahal. In the program Mr. Suraj Vaidya,
Vice-President, HOTPA, welcomed the honorable minister & other distinguished guests

In the welcome speech, Mr. Suraj Vaidya highlighted the steady and progressive growth of tea
industry in terms of employment, poverty alleviation, plantation, numbers of industry and tea
processing despite of all the problems. He mentioned the statistics of 17% growth in Orthodox tea
and roughly 20% growth in CTC tea. He put more importance on creating hope in the hills and
among small entrepreneurs even in this difficult environment where only few industries are under
operation.

Mr. Vaidya narrated the vibrant characteristics of the tea industry in import substitution and
becoming a net tea exporting country from tea importing one ‘

He hoped for better future of tea industry under the new agriculture policy of HMG, which has
given due importance in commercialized farming and processing activities of cash crops like tea..

Mr. Vaidya requested the friends, donors and well wishers of Nepal & Nepalese tea industry to
believe the entrepreneurs, be with the entrepreneurs and be supportive and committed for the
development of tea business in Nepal.

Information about the program-Mr. Prakash Giri (NTPA)

After the welcome speech Mr. Praksh Giri of NTPA briefed the honorable guests and the
distinguished participants on the purpose of this interaction meeting as sharing of knowledge and -
experience among the processors, marketers and buyers of Nepalese tea, both Orthodox and CTC.
He narrated the mode of operation of program of this two day event as paper presentation on of
quality and code of conduct; German and the US market for Nepalese tea; information on
potentiality of organic tea production; public private partnership in Nepalese situation, and
experiences sharing from experts on plantation & garden management, processors, policy makers
and implementers, marketers and buyers. He informed the participants about award ceremony to
recognize the contributions of importers, marketers, scientists, journalists etc and tea tasting
ceremony of the event.

Mr. Giri further briefed the role of private sector entrepreneur/ institutions and donor agencies
involved in the activities and spelled the name of HOTPA, HIMCOOP, NTA, NTPA, NTCDB,
AEC, GTZ/ PSP, W1 and other institutions involved in the program.

Mr. Giri informed the distinguished guest and participants about the paper presenters, business
representatives of Germany, India, Japan and the USA, who had come to share their experience
and help Nepal in promoting its product in the foreign market. He further informed about the
program made for them to visit some tea gardens and processing plants of Eastern Nepal after the
two day event to enhance their understanding further on tea and reinforce their faith on the quality
of Nepalese tea and continue the support of tea friends in the promotion of tea business in Nepal.

Nepal Tea & The World 2004, Kathmandu 15



Address by tea business representatives

The distinguished guests, who had come to Nepal to attend the event and share their experiences
in inaugural session, are the followings.

S.No. Name Country
1 Mr. Ortwin Rave Germany
2 Mr. Marty Kushner USA
3 Ms. Sakae Yamada Japan
4 Mr. Mohan Chirimar India

The distinguished guests had made following suggestion to the Nepalese producers, processors,
marketers, policy makers and other well-wishers for the promotion of this sector.

1. Mr. Ortwin Rave — Director and General Manager, Sinass Tea, Germany

Mr. Rave had visited Nepal in 200! on 'Agro Business Interface 2001'. He had also visited a
couple of tea gardens and processing plants to understand the status of Nepalese tea, which he
had planned to market in his country. Since then, Mr. Rave has been marketing Nepalese tea in
the German market. On the basis of his experience on tea marketing, he made following
suggestions to the Nepalese tea entrepreneurs.

According to him, Germany is a good market for tea. German market is very conscious on
quality. By quality, they refer to pollution free product in terms of residue of trace materials,
which comes froim the use of inorganic materials used in plantation as weedicide and pesticide.
He suggested that the market is becoming very conscious on tea grown on clean air, high altitude
and pollution free environment and therefore Nepal should consider the call of the market to find
and make its place.

He mentioned that the marketing effort of his team has been successful to establish fame of Nepal
in Germany as a tea producing country. Geriman consumers are gradually accepting the flavor of
Nepalese tea. Nepalese tea is available in 100 teashops in Germany. With the support of Nepalese
entrepreneurs, he has been marketing Nepalese tea in German market and he will do further. The
support he needs from Nepalese entrepreneurs is the supply of quality orthodox tea in fair price.

2. Mr. Marty Kushner- USA

Mr. Marty Kushner is in tea-marketing business in the USA. He has been in this profession for 52
years. He has not been aware with the Nepalese tea and Nepal as a tea producing country. Last
year he got a call from the Nepalese entrepreneurs to market Nepalese tea in the US market and
prepare a marketing plan for this activity. He came to Nepal to observe some plantation sites and
processing plants. He was delighted by the quality of liquors and the flavor of first flush, second
flush and even of autumn flush. He congratulated Nepalese entrepreneurs for the quality product
and wished for their success in marketing these products in US Market. Mr, Kushner has also
presented a roadmap (a marketing plan) for Nepalese entreprencurs to market Nepalese tea in the
US market during second business session.

3. Mrs. Sakae Yamada, Japan
Mrs. Sakae Yamada had come from Japan to attend the tea event. She mentioned that she had
come to know about Nepalese tea and Nepal as a tea producing country 3 years back only. She
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found the flavor of Nepalese product similar to that of Japanese tea, which is grown in the same
prefecture. Due to similarity in the flavor and taste of Nepalese tea with those of Japanese, she
hoped that Nepalese tea could gain good market position in Japan. She wished for the success of
tea event and thanked the organizers for the program.

4. Mr. Mohan Chirimar, India

Mr. Mohan Chirimar discussed the historic role of Nepalese labors on developing tea plantation
and business in India and expressed happiness on developing tea sector and promotional activities
in Nepal with the support of India and Indian entrepreneurs with capital, technology and inputs.
Mr. Chirimar had visited Nepal five years ago and had attended an international tea festival. He
has been buying Nepalese tea for last 10 years on weekly basis. He had been observing increasing
interest of outer world in the tea business of Nepal and development of Nepadlese tea.

He stated that Nepalese tea has important role in Indian tea business just like that of cream in
sandwich. Its qualitative growth and development is in the interest of Indian tea business. He
wished for the success of the tea event.

After sharing the experience of tea importers and product marketers of Germany, India, Japan and
the USA, the event received the inaugural address by the chief guest Honorable Minister of
Agriculture and Cooperatives Mr. Hom Nath Dahal.

Inauguration Address by the Chief Guest, Honorable Minister of Agriculture and
Cooperatives Mr. Hom Nath Dahal

Mr. Chair Person

Distinguished National and [nternational delegates
Participants, media persons

Ladies and Gentlemen

It is, indeed, a great pleasure for me to be here today in this special forum. This provides us a
unique opportunity to share our view on several aspects that underpin the growth and expansion
of Nepalese tea industry. It makes me much more delighted to note that all the major and diverse
stakeholders including the international buyers and producers are attending this forum. The
presence of media persons in the event is further more appreciable whose role is always so vital
in the product promotion.

I would like to thank organizers for their effort for making this event meaningful by bringing
together producers, processors, buyers and all stakeholders within a single roof. It is only through
consultation of this kind that we could work together for the benefit of the domestic as well as
foreign consumer and producers by exchanging entrepreneurship skills, know-how, technologies
and accumulated experiences to cach other.

Distinguished Delegates and participants,

Nepalese economy is dominated by agriculture and, therefore, the source of livelihood of huge
population mainly comes from agriculture. His Majesty's Government of Nepal is committed to
the development of sustainable agriculture sector.

Nepal's topographical landscaping is more characterized by high mountains and high hills in most
parts of the country. The proportion of available arable land is not very promising and well
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scattered in the hills due to steep slopes and precipices. Large scale agricultural practices are
further difficult in the hills due continuous fragmentation and deforestation of land resulting in
heavy landslides and floods costing many lives and billions of rupees every year. It has created
new challenges for the nation to fight natural calamitics on the one hand, and on the other it has to
generate new employment opportunities and alternative source of income for a dominant mass of
rural and absolute poor people including ethnic minorities and women. | believe, the expansion
and plantation of low volume high value crops such as Tea and Coffee in high hill area could be
proved as a divine boon to the vast population of rural and poor people as a means to addressing
these burning issues.

Tea production and the value chain it creates carry important meaning for Nepal in several
respects. Tea industry is not only environment friendly and sustainable but also economically
sound and viable. Tea is a high value, labor intensive perennial crop with a potential for
generating foreign exchange, reducing rural poverty, promoting economic growth and improving
ecology and environment. The employment intensiveness of the sector provides a dependable
source of livelihood to hundreds of thousands rural and poor people. In addition, it not only
creates mass employment and offers better economic prospects in the area, but also empowers
woinen through growing independence and checks migration of village folks to the urban areas.
Moreover, tea plantation can go a long way in protecting the fragile mountain ecosystem.

Distinguished friends,

His Majesty's Government of Nepal is well committed to the welfare of its people and therefore
has accorded highest priority on poverty reduction. The expansion of tea industry is spelled out as
an appropriate means of reducing poverty. In this regard, the potentials of tea sector was
recognized by HMG nearly two decades back when government declared 5 districts Jhapa, llam,
Panchthar, Threthum and Dhankuta as tea zone districts. In the year 2000, HMG Nepal
pronounced National Tea Policy 2000, which aims in increasing the tea plantation area to 40000
hectares, become self sufficient in tea production and start exporting orthodox tea. In order to
achieve the target, we arc in severe need of partnerships at all levels. Public voice and aspirations
would be given more places in the policy.

The Nepalese tea industry is well committed to the conservation ol ecological environment.
Every effort is made towards the preservation of hill and well being of its people. Eco-friendly
cultivation method, absence of producing harmful wasles, organic methods of production,
chemicals and pesticides [ree products are noteworthy features of Nepalese tea industry
contributing towards maintaining ecological and environmental balances. In our view, the role in
maintaining ecological stability & environmental protection is not only important for Nepal, but it
is equally important for the countries like India, Bangladesh, which are badly affected every year
by ecological imbalances, Therefore, the ecologists of this planet must have their attention to
protect the environment of high hills and mountains, and virgin slopes around it. We highly
appreciate our international (ea buyers and the valued tea consumer around the world for
contributing not only to the cause of environmental protection but also to the very livelihood of
the poor people in this part ol the world.

Distinguished Lxperts,

Modern cra is the cra of sophisticated information technology. Economic liberalization has
brought about a revolution in the open market economic practices. Total quality management
approaches are being applied for ensuring the defect free quality and continuous satisfaction of
the consumers. WO requircments are putling enormous pressure on member countries 10
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produce and market high quality products in global competitive market. It has brought about
massive challenges for a developing country like Nepal to be competitive in producing quality
products and market the same globally with reasonable cost and in time. We need to focus not
only on quality but also on quantity to make our presence felt in the world.

[ feel proud to announce that Nepal is heavenly place for the production of high quality orthodox
tea. Nepalese orthodox tea is regarded as the best quality product in the international market. I
believe, the aromatic and herbal teas are in great demand in the oversea market. There is
abundance of land in Nepal, which is ecologically suitable for the production of orthodox
specialty tea in the hill and high-hill area. We have every possibility to make the Nepalese
orthodox tea as one of the perennial export item in the overseas market. For this to take place, I
again repeat that the partnership at all levels among domestic and international entrepreneurs is

required. His Majesty's Government of Nepal is well committed to create conducive environment
to this effect.

Lastly, on this momentous occasion, I would like to urge you to have open discussions and
interactions on: (i) the potential strength and visible weaknesses of Nepalese tea industry, (ii) the
expansion of tea plantation in new prospective areas, (iii) the possibilities of increase in the
international market share, (iv) the promotion of organic and high quality Nepalese orthodox tea
in the international market, (v) the possible avenues for domestic and multinational partnership
and (vi) the potent opportunities and challenges of tea industry in Nepal.

1 would like once again to thank the organizers as well as the domestic & foreign delegates,

experts, entrepreneurs, media person, and associated stakeholders for sparing their time to visit
Nepal and listen to us.

Before 1 conclude, I wish this event a grand success with foreign delegates and participants
having a happy and pleasant stay in this beautiful country.

I thank you for your attcntion.

Vote of Thanks by Mr. Ashwini Agrawal (Vice-President NTA)

Mr. Ashwini Agrawal, vice president of NTA conveyed vote of thanks in the inaugural session. In
the process of conveying vote of thanks, he introduced the foreign delegates by calling their

name, requesting them to stand up and asking the participants to welcome them by a grand
clapping. The delegates welcomed in the inaugural session were the following.

S.N. Name Country S.N. Name Country
1 | Mr. Willi Raush Germany 9 | Mr. Harish C. Mukhiya India
2 | Mr. Jim Tomecko Germany 10 | Mis. Sakae Yamada Japan
3 | Mr. Marty Kushnar USA 11 | Mr. Manik Raj Jaykumar USA
4 | Mr. Thomas Holz Germany 12 | Mr. & Mrs. Mohan Chirimar | India
5 | Dr. Thomas Henn Germany 13 | Mr. Dhirendra Desai India
6 | Mr. Ortwin Rave Germany 14 | Mr. K.N. Desai India
7 | Mr. Sangeeb Kanoi India 15 | Mrs. Elke Shrestha Nepal
8 | Mr. J. P. Gurung India 16 | Dr. Luke Colavito Nepal
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Similarly he welcomed the domestic and foreign journalists. They were the following.

S.N. Name of the Participant Country
I {Mr. David Drouin USA
2 |Dr. Susanne Weingarten Germany
3 |Dr. Wolfgang Lechner Germany
4  [Mr. Roger Thiede Germany
5 |Mr. Joen Freyenhagen |Germany
6 [IMr. A. Adhikari Nepal

Mr. Agrawal recognized the contribution of sponsors and role in donors of the program for
supporting the tea event and the effort of Dr. Deva Bhakta Shakya, Mr. Kiran Raj Pandey &
others staffs of Agro enterprise Center/ FNCCI for its event coordination and management
supports.

Chairperson's Remarks

The inaugural session ended with the remarks of the Session Chairperson and Coordinator of the
event Mr. Deepak Prakash Banskota.

In his remarks, Mr. Banskota discussed the unique position of Nepal in the aspects of bio
diversity and value of tea in maintaining it. He compared the tea grown in these areas as 'dew
from heaven' quoting a Chinese poet and described the value of tea as a curative and preventive
medicine for many diseases on the basis of research papers he had collected from various sources.

In the context of Nepalese economy, where more than 36% people are living under the poverty
line and which has a lot of barren land in the hills, he mentioned that tea could be a good and
sustainable alternative source of income and employment and thereby help the country in its
poverty alleviation effort. He stressed the capability of tea plantation in creating self-employment
as well as mass employment of various level at the domestic environment and its very good
potential for export. He discussed eco friendly impact of tea in the environment, and possibility in
the promotion of socially sound and environment friendly economic activity thereby assisting the
country in its poverty reduction strategy.

He requested the minister of agriculture and cooperative to make effective policy for the
promotion of tea business by receiving the experience of participating tea planters, processors and
marketers so that the country, government, and the entrepreneurs, all be benefited by the policy
and procedure. He requested the donors to help the tea entrepreneurs in their effort to produce
quality product by developing the code of conduct and maintain a quality export position.

In the context of the bright future of tea business in Nepal, he also raised the apprehension of
wrong use of term 'tea’ by many other herbal drink producers and asked the support from tea
friends to consider separating it from tea group and make it free from unhealthy competition.

With all these remarks, he thanked the honorable minister for sharing his experience and giving
special consideration to tea sector on newly approved agriculture policy and all the participants
for giving their valuable time.
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Session Chairperson: Mr. Bhairab Raj Kaini, Officiating Secretary, Ministry of
Agriculture and Cooperative

Paper I: Nepalese Orthodox Tea and Commitment to Quality (Mr. Suraj Vaidya)

The first paper was on 'Nepalese orthodox Tea
and Commitment to Quality presented by Mr.
Suraj Vaidya. The paper of Mr. Vaidya has
defined the quality and focused on the need of
quality in tea business at all stages from
plantation to processing and marketing. He
shared his experience of his garden and
substantiated the value of quality work and the
price an entrepreneur has to pay in its absence.

|
|
|

Mr. Suraj Vaidya

In the paper, Mr. Vaidya narrated the interlinking relation of small farmers, specially of women,
with promotion of orthodox tea as the majority of the farmers producing orthodox tea are small
farmers and explained how the benefit sharing helps the society in education, health, employment
and socio-economic activity of the rural mass.

Mr. Vaidya explained how the quality could be achieved in Nepalese tea business scenario in
short term and long term to make this business sustainable in world environment. He discussed
the activities of newly formed tea alliance (Global Development Alliance) and those of HOTPA
and a marketing cooperative (HIMCOOP). He discussed the procedure adopted by some of the
organized orthodox tea producers and processors as their first step to quality production and
processing. The slide presentation of Mr. Vaidya is presented below.

FmiE

N epaliO rthodox Tea and
Comm itm ent to Q uality

Kathm andu
19" N ovember 2004
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Nepa & Tea

i 4 Populatation growth 2.4% (5,00,000/ year)
4 70% covered by high mountains

+ North South span is only 80 km, 0.1 % of world total
land area, 136 ecosystem.
4 Nepal ranked 25 in world in terms of bio-diversity
i (every climate zone in the world).
| 4 Tremendous potential for tea development.

'% 4 Cultivation beganin 1863 |

Himalayan Orthodox Tea

'

First factory established in 1873

Production Area: Dhankuta,

Dolakha, llam, Nuwakot,

Panchthar,Rammechhap,

Sindhupalchowi(, Terathum,

Area: 6000ha ( Growth rate 11%)

Production: 1.2million kgs (Growth
rate 17%)

4 Contribution: 85% of made tea from

small farmers

<+ Small Farmers: 6500 supporting |

30,000 family members i

b =

P E) BE PH 5F 10 IF Im

S

What is Quaity?

+ "Quality is the ongoing process of building and i
sustaining relationships by assessing and fulfilling |
stated and implied needs.

Quality is meeting the customer’s needs in a way that
exceeds the customer’s expectations

"Quality is nothing more or less than the perception the
customer has of you, your products, and your (
services"!

“Definition of Quality: "WOW"

=

" ;sttomelsdoesnotexpectless.

Why Quality?

v

~+ Emerging stringent rules and regulation }

4 July 25, 2003 EU Pesticides Directives

- Dec 12, 2003 Bio Terrorism Act of USA ‘

+ Quarantine regulations on processed teas by india 1

4 We in Nepali Tea Industry do not have an option to Quality |

+ To build and sustain relationships <
|

Howdowe pgantoachieve ?
=

+ To procuce high quality planting meterials through certified |
tea rurseries establishirent.

4 To cary out research an Qrganic Tea Cuitivation and
production practices through local resource utilization

4 To cary out research and development work to inprove

| exdsting productivity of simall famners.

! 4 To develop humen resources through regular training ontea

|4 Contiruous “Conitment to Satisfaction”, |

i

How do we planto achieve ? |

[4 ﬂ) produce high quality planting EnGaI;ﬂvaxgh :x;rilﬁez‘l
| tea nurseries establishment. ‘
4 To carry out research on Organic Tea Cultivation and \

praduction practices through local resource utilization.

| t To carry out research and development work to improve

1 existing productivity of small farmers.

| + To develop human resources through regular training on tea
husbandry and technology

l + Continuous “Commitment fo Satisfaction”.

1

|
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What have we done? ' : "What isinthe process...

+ Alliance in Tea development (GDA)
+ Developed Tea Extension System for the growers: Regular ; To Develop Organic Certification Modality for small
training by Skilled advisory Officers. farmers certification.

!
; ‘ i ) |
+ Installation of Soil Lab and Extension Office with JICA 14 To identify organic certification accreditation with best |
# TOT: Devrlozedﬁo Trainers:4500 farmers getting training | | available Organic Certification Institution. \
on a regular basis _ ! 1c !
4 Pesticides awareness Campaign targeting growers and ; * To Certify Teas on Ptlestlmdes and residues (MRL)
Suppliers meeting Intemational Norms. J
|

N}

4 Initiated Organic Tea Production Trial at Small Growers To initiate HACCP in production Process.
level: One is already certified + To Develop Skilled Human Resources in Tea.

* Established HIMCOOP To Launch Quality Logo with CoC at International
Level. ‘
|

4+ To Develop R&D within the Extension System Design.

Qur First stepto
Our commit ment on Quality

+ Mr. Som P. Gauchan Everest Tea Estate e
I: Mr. Udaya K Chapagain ~ Gorkha Tea Estate We can not gép{mh proeessand ﬂi‘l
| Mr, Ram Limbu Guranse Tea Estate human factor, therefore | believe that Quality,
4 Mr, Deepak P. Baskota ~ Kanchanjangha Tea Estate : whe Linto.a p oduct, Se“e"a‘es emOﬁons
+ Mr. Deelip K. Rai Nepal Small Tea Producers . and vin h
4 Mr. Sunil K Rai Senchelengma Tea Estate
14 Mr. Atal Man Rai Sri-Antu Tea Industry
|+ Mr. Subhash Kafle Sagarmatha Tea Estate
¢ Mr. Ram K. Rathi Himalayan Range Tea Industries |
| - Mr. Kamat Mainali Himalayan Sangrila Tea Industries |
+ Mr. Ashok Murarka llam Tea Producer i
t Mr. Bachan Gyanwali Jun Chiyan Bari
-+ Mr. Subash Sanghai Kanyam Tea Estate
{+ Mr, Dr. Resh B Basnet Sakhejung Hill Range
| 1 Mr. Purna K. Sherma Small Tea Farmers Union

The paper presented was fully acceptable and clear to the participants and the participants raised
no question and asked for no clarification after the presentation.

Paper II- Code of Conduct & Nepal logo (Mr. Jim Tomecko)

Mr. Jim Tomecko has been in Nepal as
team leader of GTZ/ PSP project. He has
observed the Nepalese tea business very
closely. In the context of globalization, the
business activity of every type has to be
qualitative and competitively acceptable to
global market. In line with the first paper,
this paper had also discussed the road map
for quality production and maintenance.
The paper discussed the various salient
points required to develop the code of
conduct for business and especially for tea
business.

Mr. Jim Tomecko
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The paper had discussed and focused on the need of responsible thinking, recognizing other's
work, and consideration for social acceptance/sanction for abiding and not conducting quality
production processing. The paper asks entrepreneurs not to bind themselves under legal sanction
but accept the responsibility for not abiding the quality practice and therefore follow the process
for every ones benefit.

The paper narrated the status of Nepalese orthodox tea business and how the market position
could be improved by following a defined code of conduct. It spelled the building blocks for
better code of conduct and its practice and basic elements. In the process of explaining the CoC,
Mr. Tomecko discussed how CoC helps damage bad image others create in the market, in
initiation of ethical business practices, making quality made tea, green leaves and clean
processing and supports a large numbers of small farmers. The slide presentation by Mr.
Tomecko is as given below.

g2 Background

= The commerdal development of
orthodox tea in Nepal is still in its infancy

» Quality standards are interpreted
differently

n Business relationships in this sector are
still young

= As a result misunderstandings have

emerged
A

gz Rationale for a CoC gz

m Trust is an essential ingredient to value
creation in business

Building Consensus

= Recognising the problem and identifying

= It reduced transaction costs and speeds up
transaction time

= It differentiates your business in the market
place

= It is of particular importance in the export
business

= A Code of Conduct is a confidence and trust

building instrument
AN

the need for a solution

= Investigating other CoCs and identifying
key elements

= Developing alternatives with the main
actors in Nepal

= Designing the basic code and generating
commitment

m Getting customer feedbéck

/)NEPAL
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g

Assets of the CoC

s The Nepal Tea Logo
s Reputation for high standards
s Market differentiation

g2 Basic Elements of the CoC

s The Standards (con't)

w Business practices (abide by written agreements)

u Use of GAP for signatories

= Inspection of green leaf sources

= Matching samples with consignments
s Compliance

= Open display of the Code

= Attachment to contracts

= Complaint procedure

= Independent investigation

o Sanctons AN

In any long term business
"Quality”
is the hallmark of
sustainability

m??A_lrs A

2. Basic Elements of the CoC

u The Main Members (signatories)
= Producers (green leaf & made tea)
w Brokers and exporters
s The Standards
= Respect for the ecology
= Control of pestiddes
= Promotion of GAP
= Employment standards \

= Equal opportunity employer
u Child labour free

A

gz
Basic Blements of the CoC

= Business model
= The driver is market differentiation
» Funding from applicants & signatories
» Next Steps (after today’s applications)
u Establishment of Steering Committee
» Compliance plan and details of standards
= Hiring independent supervision agency

= Arst inspedions
= Arst certifications
A
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After the paper presentation, the floor had been opened for question and clarification from the
paper presenter. The participants raised questions on the use of new logo developed in the process
and applicability of code of conduct in CTC tea.

The paper presenter emphasized on the value of logo and its acceptability by the entrepreneur and
the market. It stressed on providing logo to those fulfilling code of conduct and making
information on garden, practices in gardening and processing transparent.

Remarks of Chairperson of the First Technical Session

The important points covered by the chairperson on the two papers are as follows.

Tea in Nepal is very important commodity. Agriculture Perspective Plan (APP) has
considered tea as priority commodity.

NTCDB will support the tea industry. We have tea policy to support the commodity.
Umbrella agriculture policy is coming. The policy will support the existing tea
policy.

As Mr. Vaidya has pointed out Tea is playing important role in the hills of Nepal. In
the context of WTO membership situation, we need to stress for quality. For this I
thank signatories of CoC. Government is willing to participate jointly in quality
comimitment.

Mr. Jim Tomecko highlighted CoC, which is good not only for tea. It could be
applicable for whole agriculture sector, which is heading towards commercialization.

Government is very cautious on pesticide application. Government is planning to ban
import of some of the pesticide. It is developing strategy for Integrated Pest
Management IPM/ Integrated Crop Management (ICM) to make quality product.
This is started in some commodity like rice and vegetables.

The inputs of the both the papers are valuable specifically in making the invited
delegates informed about the condition of Nepalese tea. Which they can share with
their countrymen and support us to make our tea industry better.

Technical Session I1

Session Chairperson: Mr. Prachanda Man Shrestha, Joint Secretary, Ministry of

Industry, Commerce and Supply

Paper 11I- German market for Nepalese tea (Mr. Willi Raush)

Mr. Willi Raush's paper has given broad overview of major tea producing & market player
countries of the world in German tea market. It has discussed Nepal's position on the basis of its
export and has highlighted the potential market for Nepal comparing the export of Nepalese tea
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with Indian tea, which is equal to Nepalese in quality but has long market reputation as a quality
product.

The paper stressed for quality product as
the German marketers look only for
quality product to market in Germany as
well as out of Germany after appropriate
blending. It has discussed the
distribution channel of black and Green
tea and possible ways to present the
product directly at consumer level so
that the consumers become familiar with
Nepalese product and make
Mr. Willi Raush demand/s.earch in the consumer level
markets like super market.

The paper has suggested Nepal to market this product along with market image Nepal has
gathered from other fields for example in tourism sector. He suggested using the positive image
of the country and popular German personalities who care for Nepal in popularizing the product
in that market. The slide presentation of Mr. Raush is as given below.

The German Market for Tea
Opportunities and Challenges for the Nepalese Tea Industry
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jm The Germean Market for Tea
- nities and Challenges for the Nepalese Tea Industry
The Main Tea Producing Countries

Tea Production Exports
2002 2003 2002 2003
India 826,165 857,055 196914 165,000

China 745374 770,000 252273  259.980

Sri Lanka 310,604 303,254 285985 291,891

Kenia 287,044 293,667 266277 268,801

Indonesia 172,792 168,000 100,185 90,000

mum&m‘mm T"E Wn l Irg
" Countries of Tea
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Source: Anrual Bulletin of Stalistics, ITC, London 2003
Opportunities and Challenges for the Nepalese Tea Industry Opportunities and Challenges for the Nepalese Tea Industry
Imports and Exports of Germany

Import/Export Germany from 1995 until 2003

The German Market for Tea
Opportunities and Challenges for the Nepalese Tea Industry

Import/ Export Germany Trend from 1995 until 2003
il el

The German Market for Tea
Opportunities and Challenges for the Nepalese Tea Industry

Imports to Germany Country wise (2002/2003)
ICountry 2002 (tons){Share in % 2003 (tons) [Share in %
India [7.266  |13.99 {7.618 12.87
[ndonesia 6.506 |12.53 [7.382 12.47
China 6494 |1251 [7.253 12.25

Sri Lanka 6354 (1224 5542 9.36
Africa B.448 6.64 B.756 634
South America2 219 4.27 B.676  6.21

Viemam 2491 4.79 B.529  15.96

EU 2797 |5.38 B.177 15.37
Other Asian (1,075  2.07 1.661 2.81
Countries

Others 13.253 p5.53 15611 264
Total 51902 100 59.205 (100
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The German Market for Tea
Opportunities and Challenges for the Nepalese Tea Industry

Main Export Countries to Germany 2003

Jagan
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Vietram
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The German Market for Tea
Opportunities and Challenges for the Nepalese Tea Industry

Main Export Countries to Genmany in %

The German Market for Tea
Opportunities and Challenges for the Nepalese Tea Industry

The German Market for Tea
Opportunities and Challenges for the Nepalese Tea Industry

Direct Imports from Nepal to Germany

Year Quantities | Market Share
2000 46 tons 0.1%

2001 49 tons 0.1%

2002 38 tons 0.1 %

2003 44 tons 0.1%

2004 (up to now) | 50 tons

German Tea Market: Nepali & Indian Imports

Year Nepal India*
1995 348 8210,8
1996 37,2 9511,9
1997 36,7 8598,4
1998 404 8405,1
1993 68,2 83584
2000 452 7208,2
2001 48,6 7543,0
2002 38,1 6079,0
2003 4 6672,0

* of the total indlan Imports approx. 80% come from Assam, South indls and 1,500 t
from Darjoaling ° ony

The German Market for Tea
Opportunities and Challenges for the Nepalese Tea Industry

Distribution Channels of all black and green Tea in

Germany in %
11.8 -5 Industry
3 17.2 Tea Shops
4.0 Mail Order
Iy Nepal Potential !

The German Merket for Tea
Opportunities and Challenges for the Nepalese Tea Industry

Where do consumers buy ?
Distribution in the form
of LOOSE teain %

18 Others

42
7 Supermarket
Mail Order
1/3 of Derjesling
Teekampagne!

33 Tea Shops
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