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lathall c Jlel'a 

lochanical Jaclaoeriar Departaeftt 
Jo:rhat IDci ... riq COllqo 

Jorha t, I aU a. 

11111 .. 8J"&toa :0J1UUd.CII Oil the pl'i&81'J tool Of inveat:l.gat:l.eno llll 
atilollft hu lleea aado in thia parr h proaent ( i) a general ~~Mel 
of .. ...u t,- prioo fluctuation, l11) a price atallilisation pellOJ" 
lluot n llaffor atloclt, and ( 111) the iapaot of the policy on tho 
1 ... tera •r .. th of the CODII041t," induot:rr. Tbe aodel hall bMa 
, ... , for tho o .. o of Indian 'l'oa. 

.Anr•• 1ID1 t coot of the coDIIOU ty at the point of sale, epo
rau.-.. prof:l. t aarpn deoirod bJ tho ao.lloro (ooaputed on tho b .. ia 
of anr•• qaal11;r of oupplJ), actual 1•••ato17, md tho a••r .. e 
oaloa rate aro oonoiured u tho cld.of .totorllinanto_ of the co
U1;r pl'ioo. ctroUlar rolat:l.onohipo UIO .. thoae •ariables ha•• bean 
ooaoi .. rot to •oaorate the prioe fluotuaUon o•or time. While teot-
1 .. tho prioo otalliliut:l.on pol1c7, tho DOtal oonoiders ito e~pera
Uo• pla .. o. It io ohown in tho paper that ouch a price atall111u
Un pol107 tr~toual7 booato the e~nrall leac term growth of tho 
1n4Uti'J. 
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1 • II! liD :OUC'!IOII 

ao ... t1t7 price fluctuation ant Ua aberao offoct on the perfor

mance of tho oo ... Ut7 iad\llltr;r aro woll-rooo~Hd problou. Bowoftr, 

while there aro a1a0roua ozplanato17 ao .. l• for oo•odi ty prioo flUD

tuation (for ozuplo, tho cluoio Cowob aoal ad ita varioua raat

fioationo (l•tiol L-1J, .Aobraan L-2.J, lforlno J:-,J ooono•trto 

model of Vo7aar l-4J baaed on tho aottia• of tJ'naaic feedback loop 

mechaniaaa; ant o;ratoa d1Jlaaica eotal of .. atowa L5J, eto.), 011e 

rarol;r co•• aoroaa 110dolo which teat tho offoct of price fluotuaUo• 

on tho int•tr;r portoraance. SiailarlJ, althe~qh often prioo atab111-

aat1on policioa are attoaptat, their 1apact on tho growth porfonanco 

of tho coD110Ut7 induotrieo are ••17 rarolJ atud141d and aaaoaaod. 

.l po .. ibl.e cauao why a pertiaan Tin of auoh an important prolaloa 

haa bo1111 taken ia that traditionally o11l7 oconoaiata have tatan 1nto

reat in tho atud,y of commodit,. pricoa and COD110d1t7 demand, who ha•• 

choaen to at:ip tho intricate totaila of aan•••nt of coiiiDodit,. 1ndua

trioe, possibly bacauae of their opocialioad bacqround and their 

general approach to 110delling 111 th whicb the7 atrat:l.fY econoaic pro

blema into either aicro or aacro tJpo but rarol7 a combination of tho 

two. The areas aldpped uaua11y are tho protuction end distribution 

aapocta, capacit,. in•oatment plane, etc. On tho other hand, the now 

brent of aanaco•ent acientiota, while teln~ •roatly into tho protuc

ticn tn•ontory problo•a, rarol7 conaidor ~icinc end marketin• proble .. 

8lll'ro'lllltin• coaaotitloa end uuall7 •iauaUse the probloa ... ••t of 

die ... r .. ate4 and aoperato on~•· 



I• entreat to the pn~ailillc 
peaed 1• tlaie treau outlined abo paper that ... ut ~•, it ia pro-

leq tara crewth of ., price nuotuatio theae 1~tduetr1 . n ud retarded 

aheuU " t · ea are illtaro aokled in un1 onnected pro\1 .. .., ... ., .......... ·- ... -· 
pre\laa. Ilea h . nc a ayeteaa -i • en (Be L- - • •• ef the 

fellawed te d ra 6,./ ) ' lllloh eeip tea price t 1111 approach haa ben 

pa11o-, far hft • abiliaaUall policy • tara crewth 
8114 e~:ta•eion 

8-,etaa ._,.aai at India tea industry. 
ca atudiaa ha~• Delphi 

11114 

i••••tjc t bean u.ed there a len for deeip1q til ae the aaill toola of 

at al. [1.J ) ••• pel1c1aa. J. tiecuaaea ..... recent paper (lloh ~- Mth.. apatra 

ill a• .. _ 
0

• of i11oo ....... ~ald. rporatift• ...... 
1 

ca aodela for til - .,.. phi rea'Ul ta 

1a lllUa t • p'lll'poae of delligni 
n •• 11lduatr•. nc e~:t--' J _ ... 011 palio-, 

'lila praHiit · paper • howe't'8r tea .,.. • h1ch11chta th allloa aodal whi h oae featuraa of the 
... 1 c nplaill fi'llCtuatiOIIa o' .. it-,o-

.. ad •l!Cpat .. .ea pricaa .. • a ache• at r1 · •~ I•ti•• 

ep~at1•C a \'llff p 
08 

•ta'lliaati er atcck~ It on b7 creatiBC 
1111 

.. 

• llllftar 1a ahown th t • ateok die out a the tranaiant - ....... ... .. .... • otonaUoo 
parfaraaca of .. h ~ desirable 1 ~ a 1nduatrJ. · OIIC tera 

z. HI UJII.Ill '!U I'IWSUT 

A. art troa pro't'1 ... ..... nc one of t 
••••• au I he leaat 

... a:~pensi ve b ' .... an tea 1 d •~•rae•• to the 
... II uatr-, chea wide 

we-. papulati t aproad employae t 011 o the oo•t II to rural 

the •at1011al r-,, and aubatutiall eJ:Ohequar .,_ Y contriba•ea .. 
0 

-~ ~ ef ontral . ~ • 

at •re 1.,8'l't81lt~ f •• atate 
' onicll esoh 

pret .. er at o . 1111Ce a&ra11lC· •••ar of te a • ill the worlt 

qerter at tea till . ' a few r•ar• back. 

tuea, 4 t 11 1• ceaa, 

India ia the 1 area at 

and waa al . 80 the larceat 

3 
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"'·' -o••- .......... ·-·"'·of ............ tt _. 

, .. aolOX tl- of.,...- oo< obi>••' of to~ - ,.,,._,..,. -•'" 

"""" of twa ,., .... o froo _,. '"" ,._. - ... -•· , .. teo 

•'~"'"" , ..... ..,..u, .,,troll .. "' ... _f .................. . 

oootor of th• ,....... ,. ... or• ,_. ,. .. .,,. of wa1• of tea <~• 
.... ,,.,-. • •• - "" ........ ol .... uroot1J to ....... , •• .,. .... 

to tho o~tlon oooU••• "to tho •-'' _,.,, !hO •'"""'"" rato 

on< ohip .. ot rato& ... pri-''> ........ l>f flo•'""" ~ ..... ra\iOOL 

.. olo••'''' 0 ........................................ orto••· .. . 

,,.,vu-1 a&••• aotioS oo boholl of thO"'"...,.""""''' """'"" 
''"'"'" ......................... o-• ........... ·-'-
... .,,.,,,_ froa \hw , .. ..,. lf """""' pdow ia >iaho .,.. "''"""" 

, ....... "- .... u ............. ,_ ... _ ............ u " 
to \loo goooral ooo-'" of \ho co•"'' - • .,ort ..,. .. , roooi """ 

tries of tM world, and aeU it to the world cotl_..ra. 

toM.• to• ........ , UkO oll o-U'>' •••""'"'"' hwo boo ....... 

•••"• aoY•'" pno• 11~•••""' '" "'" .... . ..,. [ eJ , .. .,.,.~ .. 
- tn>•• of ,no• ne•~""' - l•l ""''' '"'" n~•-"o• "'th • ,.no· 

&loi'Y of ,,.., oo• JO"'• .,a(h) '"" -· f1e"'•""' w<th o porlotiol'>' 

of"""' 7-10 •-•· .,. ,,. .. ,., \ho\ a uwit,. ~hwab tne ---
" .......... ,. for ... , ........ ,. •• f1~ .................. oho•• 

"'" •"',. ne'""''"' 1w '"'•" •• to roa1 or .. _. on< or"'""' 

.~···""'' .. ,... ... , .................. ., ....... ,., ... """ -· 
"'""' tho .,....,.-•. "•"'"'• a11" a ,....,u,. nn to eootioo 

afto< fOlllUloC thO ·-· for tho forwlP _ ... wo WO to ""'''" .., 

•"""" of .. -• ""' ..,.,.. ln orlta' \o ,..,.uwa \ha priOO· ,.,. 



Tan4cm COIUd.ttoo on 'foa llarbUn• l-9.] atftaMt, ..,ng other thiDCa, 

on tile •"' fer a atl&q 011 prioe atalliliaatin throuch creaUoD of 

bafter ato~b Datienall7 &Jld intornat1011all~. 

Cline .l iJl J'ic •. 21-'dopiota tbo Y&l'iaUOII ef anrage 1110nthl7 tea 

prioe at Calcutta auoU011 centre, aat tn•••t17 above the abort 

tora Oll8"'70&1' 07olo JrOMDt in the fluctuation •. '!he preeent paper 

o onool'lla i holt pr1 a&l'il7 111 th atabiliaatiOil of abort term priooa of 

toa, aat rOJorta tM roeulta of a •tol which lllaowe how creation ad 

oporatio• of a lluffer atook oaD D&t Olll7 atabiliao tea prioea but 

088 elM nllatat1al17 boo~ the norall futllre arwtb of tho intU&V7o 

'· Ul lflfll lllf.lllCB JllDIL OJ' 'l'BI IWD!mllr 

fto toa iatuaV,. . .adol ia Ol'lraaioet iDto tour aectore. '!hoee are 

(1) .... auo aartot:tq, (11) JrotuotteD, (11i) Bzport, and (iY) baooroll 
~ . 
at .. .,..l.,~t aootore. Jaoh eeotor b t\li'Jlia aubdividod ate Y&l'ioua 

nll84ioten. 'fho .... 1 oonaiata of 28 pare loYel oq'ilationa, 16 tld.r4-

•ter tola,Ja, aat 44 tlret-.rter a•othiDC lOYol oquationa. 

ID tho eetol, to•atio at worlt tea oonalllllption ratee aro tbl 01117 

two YOI'iahloa which aro treated aa o:uct~~~oua. PolJ'Doaiale of order 2 

427 

a:at ' won tittot te their put uoe-rioa data anilable for tho 7oara 

1965 - 17. hr lloth the tia-l'iea tata, aeOOD4 order polynollial oanea 

san hiper Yaluaa of oorrelaUoD 1ntiooa. 'fho two eJ~Dgenoua Yariahloa 

wore tla .... fill .. aa aocoad ortar pol7noaial fUDotione of tiee. .All 

otlaor Yariallloa wore CODOratod 1Jl tho •••1 aa ladosenoua. 

De iJli tiel <raluee of tho lonl Y&riabloo 1Jl tbe 110dal wro fiat 

at their actual Yaluoa in tlao 70111' 1965, aat tlao aodal waa r• a1•• 
thea. 'fho JU'.-ter Yalua aat iatoreott .. a &IIOJlC aodol Y&riahl• 

wore baaed OD Y&l'ioi:J' of 1DforaaUoD ao\li'Oea, a\Dh ae, cla117 aewe

papora, week)¥ acastnoa, buUotiJta, a•i•U' and oolllli ttee roporte, 

and publioatioaa b7 loa4iJIC JI'OfoniODela L-8-14J. IOYOI'al YiaUa 

wore .. aato to tea carda!la, oo•UIF ho .. quU"tera, the tea ro•U'Oil 

inati tuto at 'fooklai (~aaa), aat to tho 'faa loart - tho oDlJ' Oowrn

aeat Ol'lrahation I'OaPODailllo to atl'aaal:lao tho aoti"l'i tioa of tho 

htutr;r. .l Delphi ataq waa alao ooa•otet h oolloct and olltah 

oonaenaoe of now of ozporta 1111 Yariou ..,.ota of the btt .. ti'J'. 

hob a atl&q, which ia roportot ol•wlaora (lab• ot al. £1r;J ) 11M 

hol,.t iD ti:dq the aoclel llo•tai-,. •• ia ... UiDS tho atrllotaro 

of oortaiD t.,ortant dociaioa t•oUoaa. 

l'ic. ' above tho clo-.Dat oa-.1 relatieaahipa cona1401'o4 ia the 

ol'icillel •ul;. BeYOnr, ao atte~~pt ia .... 1Jl thia pqor to tianaa 

tho •tel. R11117 other publioau .. a L16-19.] han been tollowet to' 

ohoaoo allb•tol avaoturoa at tor.-tor Yal .... 

'·1 !lao TalitaUOD of the llo .. l 1 

Ra1•17 h .... OJl J'orreater•a £~. 2V 11•• of roaaoa1JIC, a "1'01'7 

·elaborate aohaoe hae be011 foUowe4 to Yalitato tho tea iaduatr;r ... 1. 

'l'he achoao 1a llro .. q buet 011 tho toUowtac oi'J.torta 1 

.&.. hlnat •tel ch,1eetina. 

I. Ro .. l av111:1turo •• •tatlo .. oq .. ta ta cenorato preblaa 

a711pt- aillilar to tile eohal 87atoa. 

' 



c. ll•u.tblo bellanoural oharaoterloUoo gonorate4 It' tu ., .. 1 

uaur oarotui:q oluloOB oxm• ooaditiona. ate,, oiJiuoital, 

r..,, ad roatoa YariaUoao aro uuall;y adud to tho ox~eo

aou Yariabloo for o:ni Uac tllo •dol. 

11. :Partial lllldol Yalitation of 1Jl41Yillllol 110otoro of tho ••1. 

Jaoh oootor of tho 110tol io aloo tooted for ito pl.uoiblo 

'llohanour b.r hoUiac 110ot of tho iaputll collli111 troa othor 

oootoro at conotoat Yaluoo oat b,r changing onq tho aoot 

i.,ortant input Yariablo. 

•· · llodol anaqoio roqUirinc runniac tho model 'Ill th roaliotic 

iaput oondi Uoao, oa.partnc tho bohll"f'iour 111 th tbo put 

llohaYiour of tho roal a,.te.. aad being able to oxploia tho 

rooulto troa tho 1afliiiJioo ti.,raa. 

r. &e•UiYil7 teoUac on tho aodol for Yariatioao ill ( i) rara

aotor Yol uos, ( 11) ohapoo of tablo-functions, (iii) iai tiel 

Yaluoo of tho otato Yariabloa, ( iY) modelling subotruoturoo, 

oad ( Y) tu coapvtaUonal par ... tor which 1a uood onl;y to 

oiaulate tho MUl. 

Q • CGao11ltaUono v1 til roal qotoa -agora durinc all tho ot.,oo 

of lllldol b1111tilllo 

hr tho purpoao of Yali .. Uon, tho tea industry 110del vao l'llll 

1aur 2f oh&lllfOd oondi tiono ant tho rooulto wore anaqood and oo~~parod 

With tbo •t•tard r'llll. 1fh11o tho lllldol' bohanour with rocar• to tho 

ohort-tera rri .. lluotuatioa Ut not ohow _,. remarkable ohoaco ill 

roo,.... to all tho toot, tho bohartour rolatod to lonc-tora crowth 

ot Uao iadllotry voro aftootot '117 ••• of tho changed condi Uono. 

7 
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Prico chBDI•• at lntian auction aro analyse( on tho buio of oallllal 

•ohanioa unllorqinc prioo ohancoo at auction and ~ a thon~h oxuina

Uon of tho aodol conoratot rrioo rattorn in tho otan4art l"'lll· 

4. t .lnaqois of eoual lloohanioa 1 

Toa price at auction llaoioaUy .. ponds on doaand, ouppq, and 

011JJOrt price of tea. .lO tioouaoo4 oarlior, support price of toa 

doponda primarily on aYor.,o protuc\io!l coat std quality of ouprq. 

ftc. 4 depict. tho prioo - toaand interactiono at auction oen troo. 

Richer auction prioo rolatlYo to aYor.,o auction prioo 1n tlul raot rococ

Dioot 1a tho paot lo .. o to lowor·_tooir .. inYontory at wholooalor ad 

aloo raiooo tho ordor for ox-cordon oalo, rosul t1111 in lonr rurohaoo 

tooioion by wholooaloro froa auction ant causae auction price to co 

.. wn. Thus a nocatin fo .. llack ~oop doainatea tho .. aant - prioo 

rolationehip. 

Pic. 5 depicto tho prioo - ouppq interaction• in tor• of four 

interactions nogat1Yo foodback lolfpo. On a short-tor• booio, tho 

faotero aoat effocUnc oupply of tea aro se-asonality, qut~Dtua .t 

.,rioultlll'al inpute, and plackilll ol7lo1 the othor faotoro .uoh ao 

aroa 'lllldol' toa o11lt1Yation and offoot of Ba:D effort on yioU hll"f'O onq 

lo111-tora iap&Qt on tho ouppl;y of tea, and are aldppod froa tho pnoont 

oaal;y81o of ohort-tera tluotuation of toa prioo. 

Rieur auctioa prioo loato to ooaroor pluckinc •• hic»r had for 

acricultural inputo ao a r•ult ot faYourablo total hat pooUion. 



aoar .. r pluokiq reducea the eYerall quality of tea reBUltin& in a 

re4uce4 pr .. eure on good prioea. Cearee plucking coupled with 

•aeein uae at •rtcultural inpute reeulte in high tea production 

rate. Thie weabne the preaeure tar a Blllltained high price baoauee 

et a raace4 unit prodaotien oeet u4 the hich inventor,r cOYer. 

It ie, howeyer, tr• that eea•nalit7 plqe a atcnitict~~~t rele 

in o&~~trallinc tea lea••• anilable tar plucking and in the evppq 

at tea te notion c&~~tre. In taot, it pre4o.tnatae oYer other 

taotere in the case of tea. 

l'ic. 6 ehowe the coabined 4e~~a~~4-prica-aupply interactione. 

the iateraotinc nagatiYe tee4back leope ezplain the tluctuatinc 

natU'e et tea price at the auctien centree. 

4.2 .Anaqde at the Jlo4el"'''aneraW ~Behanour 1 

the •••1 vae eiaulatad uainc ~Sill (Bora and Mohapatra L2V), 
wtt:h the eolution tiae intenal, vr, eqUal to 0.125 month an4 the 

iaitial Yaluea of level Yariablea equal to their actual Yaluae at 

tile atart at the ,rear 1965. Bowe-.er, 1965 Yalues of certain le-.el 

Yariablea nra not aYailable. Initial Yaluae have bean ueuaad for 

tlleae oaaea. 

file nuotuation of tea price at Indian auction oyer the 7eara 

1965 t:hra1Wh 1977 has Men allellll in l'ic. 7. P.t.g. 8 ill plotted at 

WM~ iatanala and dapicte the ltehanour of several Yariablea 

rapre ... tinc the auppl7 t~~~4 de._4 of tea at different tiMe at 

the 7ear. 

429 The toainant effect of aea•nali t7 1a obYioue f'rom the ficuna. 

The price fluctuation ba7ond 1971 ia quite nol'llal, llhereae that 

durinc the initial 7aars 1965 thrnch 1971 ia DGt quite axpeoted. 

Tbia 1e probabq due to ini tialhation errer which haa creatft 

d7nadce not attributable te the fUD4&Mntal farces in thll .... 1. 

Thua our uAl7sia baa been ce~nfined te the 1104&1 behaviour be7•• 
1971. 

.lnr .. e auction price uauall7 ,..u &urine Jul;r-M~guat t~~~4 

elu.,. durinc l'ebruary-llerch. »urine peak production u., ur.Ot 

sale tro• car4en, ahip•nt to auction t~~~4 tea arrival rate at aQO

tion roach their peaks. Thue inYenter7 at auction is reachinc ita 

peak after a 4olq of about tn •nt:ha (ahip•41111t delq, etc.). 

Richer aYailabilit7 of tea thi'Oueh tireot Bale reduces the purohaae 

deoieion b:J vholeealera fro• auction. .ll• ezpecting ri" in prioa 

the wholeaalere reduce their deairad inYentory leYel. In tact the 

gap between inYentory and daaiz:acl inYBntor7 ia the lowest durinc 

Jul7-.lUCuat. The reYerae phano•enon eccure 4uring February t~~~4 

March. 

4.3 Real and lloclol-Generate4 Data - a Coaparatift Stud7 I 

J'ic• 211 ehaVB the Yariatien at .. natecl Yalue (with 1965 aa 

the baee year) at actual aonthl7 auct1811 pricea of tea tor the 

pariecl Juuar7 1971 to DBce•lter 1974. the_ price fluctuation cane

raW 117 the M4el oloael7 re•e•ltlea the real lite pattern bath 

w1 tb reapect te tr•d and nuctuatien. lletb t:Jaa deflated actual 

price t~~~4 the 110iel cenerate4 pl'ioa haft their peak& durinc J1117-

.lucuat t~~~4 th81ir trourh• 4urinc Pebrual'J-IIaroh each yeez • .llae tba 

/() 



llellllwarll price treDil o.,..r the daulation run haa the similari t,. with 

the teWD.warll treDil e\eenell with the lleflatell real price data. 

.I.Dether intereating feature of the •4el btha'fiour is the ena

tence ef a 1811C-tera o;yole in price a (in a"itien to the one-year 

ahert-tera c,-ole) whioh hu 'lleen rececniM4 1IJ bJ' L-a.J en4 tiaouaaell 

earlier. 'fhia paper, howe'Yer, .. ea net pre-t the anal;yaia fer the 

5. JQUIWI'fiWG .PU!UU Gall'fH BE.A.liOUJl o.r 'fBI Dli!Wll! 

'fhia paper .. ea not aia at foraoaatinc future growth bahuieur 

ef the Intian tea induatr,-. Be••er, aince the price stal:d.liaatien 

pel10J' hu 'IIH11 teated IIC&inat the future beha'Yiour of the intu&trJ', 

a ahert tiaouaeion M7 be aa4e en thia aopect. 

aaliatd.lit,- ef a foracaat ••tlJ' .. pen4a on (i) viuiUt,. ef the 

aa4al •• (11) 'Yalitit;y of the ueeaaaent ef changes in the en•iro11-

••tal feroea aotins on the real a,-ataa. '!he queation of 'Yaliti t,. 

at the tea i11411atr,. model haa been tiaou••• earlier. To uaeaa the 

liblJ' natura .. nlopaenta in the tea inlluatr;y and its enYiroaaent, 

a Jelphi atuq waa oonducW an4 i te aain rao•aandations were alao 

•llell... Beh .. atra et al. L7J tiacuaaea in utaH how the Delphi 

reaulta wre incerterate4 in the •tel. 

leaa ef the teainat 'd.ewa ef the Delphi panelists recariins 

tile f11ture enrtren-.atal chance• relaW te aaallin production plaa 

ef tea..,retaoinc oo•triea anll reauUant aupplJ' to wrld aarltet, lewr 

nrl4 4e-• fer tea 4ue to oe.,eUti'laneaa ef ether beveresea, hiper 

il 
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;yield rate ef Inllian tea gardena·tue te teohnolosioal innovation, 

and hisher lleaenll fer India. tea abre .. beoauae ef better qualit)' 

of tea • 

.Pis. 9 .. piota the beha'fieur et eeae DJ' Tariablea of the aatel 

upto 3)00 A.D. aaauains that the pre-t 8D'Iirenaenta1 forcea aill 

continue to eperate an4 that the preaent policiea will be follew4 

in the future. .Pis. tO ahowa the 'llehuieur ef aoaa of the DJ' 

variable• et the •llel aaiiUid.nc that the en'Yiren-.atal torcea will 

ohage aa Jll"eiioted 'IIJ' the Delphi pa.aliata while the present pel1-

c1ea will reaain unaltered till a>OO A.D.. 'fa'llle in the .A~~pentiz 

below si••• a au•arJ' of beh&'Yiour at aoae at the DJ' 'Yariablaa at 

the en4 ef the ainlation run fer the oaaea ~at oUe4. .A. atuq 

of the fisurea -· the tabla in tha qpentiz sine the illlpre•ion 

that ••t ef tba Tariablaa a:dlUii t Vi .. tluotuatian about their 

mean valuea. '.rhia ia the aain reaaan fer the retar4ed growth ef 

the intuatr,-. 

In the nezt eectiona to follev, it will ba ahovn that arreat

ing price fluctuation Will autoaatioaU,- laall ta aaooth growth 

be-haVieur of the in•atr,.. 

6. PRICI SU.BILIUfiOW POLICf 

6. 1 In Defence ef a Iutter Stool!: a 

'!he chief 4etarainata of prioe are -.plJ' a4 4aamd of tea, 

end a.,..rose •it oaat ef tea ae14 at auUan. 'file .. amd of tea 

18 llepan .. nt an price &lld ia net Ureotq oantrella'llle b;y tba pre411-

cera. '!he unit oeat ef tea aolll fl11ctuatea with tlae production rate. 

12.. 



J!ll.t thia tlllotlaatlea 18 QrCiDal lliaoe U oealliata of a coaatat part 

r8p.reaeatlac •autaot111'iq, tran8JI8rtat1ea •• Hlling coat., •• alae 

a:laoe ita oeaplltatien ia bu .. 811 two anradq prooeaaea, 'ria., the 

•nthl)' tea probation rate ll't'•r• .. eYer a )'ear, ad depreoiatlea 

oharc••· fbaa oeatralllq u111t oeat o-et praYi .. enough lner.,. 

to aUeaaate prioe fluctuatlen. Na laaYea a.,l,r of tea u the eal)' 

i~~pertant Yar1allle 11bioh ooult lie cantrall .. te r••uce price tluotuatl.en. 

tJa .. retloaU)', nppl,y et tea oa1il• H oeatrellad at three pointa •. 

l.r ra•aoiq 111ater tar._O)' the •unal tluct•Uon of euppl)' can lie 

reko .. traatloall,r. llo...,er, there ia aa aoientitic endence te 

1111Weoat tJaat auola a breakthrouch ia Ultei)' 'in the colling two taodea. 

••--•• ua1ter• ••liftr)' can be ennre• it plucld.u of tea leafta ia 

oostrall .. ~ tla1a ••• not ••• te 1la a aaQftd prepoa1tl.on, ainoe ia 

ia aet pe•illle te ce for hich•r pluoll:iq •ur1q lfinter nor ia it 

.. llira'llle te reduce plucking rate duriq the ,.ak aeaaon ainoe thia 

a•YU'Nl)' att.ota the fUture )'ield rata et tea 1lwlhea. 'l'hird, orea

tiea et a ltllfter atock between tha auppl)' troa the garden and tile 

nppl)' te the uaotion oeatre can ureat the tluotuating auppl)' te 

the a'IIOtin entre. Creation et ltutter atoclt hu been vidal)' a4'reca

-.. :Ia the p•t te conta:la price :laata'ld.iU)'. 'l'hia ie, theretere, 

ooaai~• te lie a Yali• prepeaitlen ta lie inclu4ed in tide •del. 

KneYer, 11111117 ••elo in ·the put, vhile teatinc the effect of tbe 

Wter ateall: •• reoe-.tiac fer ita ereatian, .. not ezpUoitl)' 

... 1 ita ereat:i.n plaaae. !Ida ••el, Jae...,er, oeaaidere beth the 

\ onattn •• .,.ratin pia ..... 
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431 6,2 lle.elling Creation and Operation of a Butter Stock I 

It h u-e• that ten per oea·t et the tetal ahip•ent to ..... tio 

auctian oentrea ia dinrted t;e create the bu1'fer atock, 11hile the r•t 

coea te the inYetor,. at auction. lfe ehip•nt taba place fro• tu 

butter ateolt till U achie'r8a ita ••aired Yalua. It 1a further aaall

.. d that the preoeaa of butter ataolt oreatien atarte at the atart ef 

1981 111 th an initial value ef •re. !he .. aired Yalue of butter ateall: 

ia aaauecl to be tour ... b ef aYerap aale troa auction. 

after aatiataction of n:-car•an aale, ia allpplied to the buffer ateot, 

and the inventor)' at auction ia replan111b .. fro• thia atoot onl)'. 

The butter a took poa1 Uen ia u• ua-4 to induce the proaoera 

to ge tw ooarae or fine plllolti'lll u a .. allllre to mainta:la the lt'llffer 

lie. 11 ia a influence ticraa for the operation phaae of the 

butter atoclt at Ind11111 auction centre. 

A aillilar procedure haa been followed to create and operate 

butter atoolt abroad. 

7. Blll.t.TIOUUL CB.&JU.C:fliiS!ICS VI'fH 'fill PIIOPOUD 
raiCI S'f.ABILIZA'IIOW POLICI 

'fhe •del hu been teated with the propoaed price stabilisation 

poliO)' in the tw ennron•ntal oendi UiD• eUwt earlier • 



7.1 Continusmce of the Preaent ln~iron .. ntal Poroee into the Future 1 

Fie. 12 ahowa tba bahaYiour of a taw ·b:r Tariablea of the 110del 

for thia oaH. Thia ftcure ahowa tho roduoo4 price fluctuation durin& 

1987-~01 reaultine troa butter atoolt creation. !he unnatural price 

fluctuation (urine 1984-67 ia due to the buffer atoolta which are crea

ted ·but whioh are not ;yet operational. 

The table in the Jppendix civee ao .. aoro inforMtion regard.inc 

iaportant Tariablea which ahow that price atald.liutl.on haB the poai

tive effect on induatey.erowth. 

7.2 Future IDYirooaental Changea .. Yiowo4 b:r tho Delphi. Panoliata 1 

Pic. 1' an4 tho table in the Jppantiz proaont tho 110del reaulta. 

tor thia caao. It ia obae"ed that the behaTiour of auction price 

baa not chanced auoh while aTeraca export tea price haa reduced. The 

long-tera erowth of the induatr:y, in all ita financial terms hae 

auttered, but Ml'Cinalq. 

8, OOWCLUSIO!f 

It ie ahown in thia paper that creation and operation of butter 

atoclt can reduce price fluctuation ot co-odi tiee like tea and can 

booet the oTorall erowth of the induetr:y. Such policies can alao be 

Teey robu t in the aonae that it can be con4uoi To to growth even in 

case of •foruoen deToloplll8tlta in the enTiren•nt. 

!he .... 1, uao4 to teat the polio1ea eabraooa a price generation 

aodel an4 an oztenaion aodel, althouch onl7 the price generation aoQl 

w .. deaori "-' in thia paper in creat detail. !he price generation 

aoclel ia a ftl7 eoneral one and baa oonai4oro4 factors like cover, 

'/~ 
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price expectation, auppliers' prioe expectation, conauaera' inven-

tocy leTel, pro4uction coot, qualit:r, aeaaonalit;:r in prod~tion 

and price trencla oto,. In addition, the ~~Mel ia a 4;ynamic one 

conaiderinc interaction of feedback loepa an4 oaptul'inc the buic 

structure of the price phonoaenon. 
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