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Abstract. Tea plantation create the nature in wet zone to create the wealth in which tea
industry plays a vital role in Sri Lankan economy. Labor productivity is one of major key
concept of the tea industry. Sri Lanka has been one of the major tea producing country in the
world and its contribution to the overall economy is 0.9%. (CBSL 2014). It has been the biggest
provider of export earnings, government revenue and also employment opportunities.
Especially tea industry is concern as a labor intensive industry. Tea industry determines
Productivity is the one of the most important factor that affects overall performance of any
small or medium or large scale tea industries. However it has been declined significantly
because of low labor productivity. Education, training, technology, welfare facilities and labor
policies are the factors that directly affect the efficiency of labor productivity, thus it is
important for any organization to study and identify those factors and take an appropriate action
for improving the labor efficiency. Researchers have explored the specific variables associated
with labor efficiency. This study aims at proposing a conceptual model for empirical
examination for assessing the wealth creating factors for improving labor efficiency in Sri
Lankan tea industry. Further empirical literature has identified labor efficiency is highly
correlated with the total productivity of tea. In this paper, an attempt is made to present a simple
conceptual model by the application of which the overall efficiency of Production-workers can
be measured and actions can be initiated to improve the same towards desired output level.

Keywords: Sri Lankan tea industry, labor efficiency, wealth creating factors, conceptual
model

Introduction

For more than a century, the tea industry has been the biggest provider of employment,
export earnings and government revenue (Jayasuriya, 1998b). The government of Sri Lanka
privatized the management of state owned plantations in 1992 by clustering the estates into
twenty three Regional Plantation Companies in order to overcome the prevailing inefficiencies
in production and labor management. Although, the Regional Privatized Factories were fully
privatized in 1995, the labor problem of the sector remained unresolved (Wickramasinghe and
Cameron, 2003).

Directly and indirectly, over one million Sri Lankans are employed in the tea industry. A
large proportion of the workforce is young women and the minimum working age is twelve.
As tea plantations grew in Sri Lanka and demanded extensive labor, finding an abundant
workforce was a problem for planters. This causes to reduce the competitiveness of our tea
industry comparing with other countries. The level of motivation, skills, knowledge, training
and health are the main contributory factors in determining the level of efficiency of the
workforce. Therefore, it is firmly believed that labor policies and practices of organizations do
matter and are important in improving labor productivity of those organizations (Dishanka and
Amaratunge, 2011; Koch and McGrath, 1996). Moreover, these policies and practices should
be designed, focusing on the organizational objectives such as employee satisfaction and
motivation, cost efficiency and profitability.

Tea industry determines Productivity is the one of the most important factor that affects
overall performance of any small or medium or large tea industries. There are number of factors
that directly affect the productivity of labor, thus it is important for any organization to study
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and identify those factors and take an appropriate action for improving the labor efficiency. In
efficiencies of labor causes to increase the cost of production and various reports have
highlighted that the cost of production of the tea in Sri Lanka is the highest among all other tea
growing countries. At the micro level, if we improved productivity, especially labor ultimately
it reduces or decreases the unit cost of the tea production and generates profits. Thus the
effective use and proper management regarding labor is very important in tea production
process without which those activities may not be possible. According to literatures, factors
that influence for labor efficiency can be categorized in to two ways which are individual
factors and internal factors. Individual factors mean education, training, age, gender and etc.
Internal factors mean technology, welfare, labor policies and some environmental factors.

Objective of the Study

There is no doubt that the labor is the most important factor, which affects the
productivity of tea plantation. Therefore, the productivity of labor is highly correlated with the
total productivity of tea plantation. However, labor productivity recorded in tea plantations is
low when compared with competitive labor markets both domestic and foreign. It has been
declining significantly over the past few decades. The labor problems increased, because of
inefficiencies of production and management practices. The purpose of this paper is to propose
a theoretical framework so that a future study can explore the affecting factors for labor
efficiency in Sri Lankan tea industry.

Literature Review

Labor Efficiency

According to the International Labour Organization (2002), worker productivity and
efficiency in tea plantations are crucial in the determination of output per worker per day, cost
of production, profitability, quality of tea, and volume of production. Economic variables such
as investment in new technology and innovation alone do not fully explain differences in the
levels of productivity (Sharpe, 2004) pointing out that education, health and social divergence
as social determinants of productivity. Ability of getting these satisfied would probably
motivate any kind of worker and thus improve his or her productive capacity (Khan, Shaw and
Hussain, 1991; Gopaldas and Gujral, 2002). Therefore, the firm’s investment on developing
employees’ skills and welfare is essential as it enhances their abilities and satisfaction level
and creates a productive workforce (Koch and McGrath, 1996; Patterson, Warr and West,
2004). The number of able-bodied men being more or less fixed, the supply of labour mainly
depends on the efficiency of labour. The contribution of labour to production depends not only
upon the number of production but also upon the efficiency of labour itself. The more efficient
is the labour the larger will be the amount of the supply of labour and vice versa.

Vroom’s theory consists of three variables: instrumentality, expectancy, and valence.
Vroom explained that the instrumentality variable is the certainty that the worker will receive
a reward if the worker meets the performance expectations. Vroom added that the expectancy
variable is the worker’s effort that will lead to increase the productivity. Finally, Vroom
explained that the valence variable is the possible sentimental orientation towards the outcome,
what he called the attractiveness of the outcomes. Vroom explained that various issues affect
employees’ performance, including skills, personality, knowledge, ability, and experience.
Efficiency labor input is fundamental for labor-intensive firms to generate an efficient and
value-driven output (Jarkas, 2012).

Kotler’s framework explains about the key component in determining the effect of
worker productivity toward the farming and industry. According to Kotler’s (1997) framework,
it has often been questioned in industrialization efforts just what manufacturing subsectors or
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industries are appropriate to be developed. It identifies the determining factors, where those
determining factors are composed of the industry attractiveness type factors and competition
type factors. These attractiveness factors are made up of: (1) high added value per worker
(productivity), (2) related industries, (3) future competitiveness, (4) industry specialization, (5)
export potential, and (6) domestic demand prospects. The competition factors include among
others: (1) industrial ability evaluation and (2) industrial ability development. Those that are
included in contributing factors to industrial attractiveness can be grouped into four types. (1)
Market factors, (2) competition factors, (3) financial and economic factors, and (4)
technological factors. Further, competitive superiority or potential ones, in determining
industrial ability, depends on competitiveness of its factors, which are the relative strength of
production factors, which includes physical resources, human and technological resources, and
the competitiveness or relative strengths of companies in that area.

Influencing Factors for Labor Efficiency

Education. Education is one of major element that affect to the efficiency of labors. The
level of education and received by a worker will go a long way towards increasing the
efficiency of labor. Since education is considered as a human resource. Human capital such as
science, knowledge, migration, experience, ability, health, abilities and regularity and
discipline that is stored by education and health workforce and is to increase work efficiency
in production. The concept of human capital specially consider about education to enhance
labors efficiency. Today, skilled workforce is as one of the most important sources of economic
growth, therefore, efficiency of labor can be explained using education of workers. It is one of
dynamic key factor to measure the efficiency of labor force. Especially (1) Educated workers
are doing more work at the same time and their work has a higher value in addition to have
high efficiency increase the efficiency of the group. 2) Educated workers lead to increase the
final factor in the productivity of capital and in particular, production equipment and facilities
and increasing the national production provide areas to achieve economic growth in the
community. (3) Educated workers will find lead to suspend the law of diminishing returns, in
practice. Also cause the increased levels of technology manufacturing enterprises. (4) Educated
workers on equal terms, able to carry out the invention, exploration and innovation more this
also, increases the productivity quickly. (5) Educated workers can create major developments
at industrial countries with the optimal allocation scarce resources, and with savings due scale
they contribute to more economic growth (Balasubramanian, Bell and Sombilla, 1998).
Karunadasa and Garforth (1997) find out poor extension services smallholders lack up to-date
knowledge related to tea production. Therefore education level of labors positively impact on
efficiency of labor force.

Mahamid (2013) observed that the lack of experienced workers or the lack of workers
with specific skill sets affect labor productivity. EI-Gohary and Aziz (2014) agreed with
Mahamid’s conclusion that labor skills and experience are among the important issues that
affected labor productivity. Skilled and experienced workers tend to perform efficiently (El-
Gohary and Aziz, 2014). Researchers have cited unskilled and inexperienced workers as causes
of poor productivity (EI-Gohary and Aziz, 2014).

Training. Training and practices given by the labor for tea factories are highly affected
to efficiency of labors. The concept of ‘white belt’ in training Six Sigma tools and techniques
has been introduced by for employees of small and medium enterprises that have limitations
of sources to train their workforce. Majority of the tea smallholders had little knowledge about
simple measures that can improve the productivity of their land and ultimately provide them
with better income. Many tea smallholders were unable to provide clear responses to questions
on cost of production, income; monthly labor cost and other data that help ascertain total
productivity of their tea gardens. According to literatures low levels of knowledge, skills,
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practice and training in key areas of tea cultivation such as pruning, plucking, soil management,
use of fertilizer and crop protection techniques and also secondary processing sectors. Although
Tea Smallholder are expected to avail themselves with services provided by the TSHDA and
the Sri Lanka Federation of Tea Smallholder Development, the study reveals that only a small
segment of society members benefit from these resources. Researchers showed that labor
productivity is 10% higher for workers who have had adequate training (Colombo and Stanca,
2014). Workers need to adapt to the frequent changes in their working environments, which
require continuous development of skills and knowledge (Colombo and Stanca, 2014).
Workers who possess skills and knowledge become vital for organizational performance and
competitiveness (Colombo and Stanca, 2014).

Several studies have examined the relationship between employee training and labour
productivity, therefore this relationship will also be taken into account in this study. Because
of some overlap with the theoretical arguments which are discussed in the previous paragraphs,
this relationship will be discussed shortly. As mentioned before, training employees is a high
performance human resource management practice (Huselid, 1995; Pfeffer, 1998) which is
likely to result in higher levels of productivity (Becker et al., 1997). Furthermore, any training
that improves work-related skills should have a positive effect on productivity (Koch and
McGrath, 1996). This effect will be strengthened by the extent to which specific skills provide
an additional increase to labour productivity in a given organisation (Koch and McGrath,
1996). Based on this literature it can be concluded that training employees has a positive effect
on labour productivity.

Technology. Managers of the company should consider about use of technologies,
mastery of technologies, and appropriateness of technology use of the workers of the factory.
Therefore technologies used by workers cause to increase the productivity of the tea factory.
Most of small scale tea industries use traditional techniques for their secondary processing of
the tea industries. It causes to reduce the quality of tea in Sri Lanka comparing with other
countries. In Sri Lanka majority of the tea factories are still working with old machineries.
Only a few have modernized to a notable degree. Modernization to some extent has reduced
the labor requirements for processing. Since the factory labor component is less than 10% of
the total labor requirements per acre, even a total automation of the factory operations would
not have a marked adverse effect on total employment in the tea industry (Kodithuwakku and
Priyanath, 2007). According to Mahaliyanaarachchi (1995), low adoption of improved
technologies by small holdings is responsible for the sub-optimal production levels. Access to
information is thus a potential avenue for improving tea yield among small holder farmers
(Owuor et al., 2001). Putting effective information on tea production in place could play a
significant role in increasing tea production.

Welfare facilities. Welfare facilities given by the workers are highly effect to enhance
the labor productivity. Especially concern about their transport services, health benefits and
others are important. And also it cause to job motivation. Apart from the wages and other fringe
benefits the social and welfare facilities provided to the employers also directly influence to
improve the worker efficiency and the productivity. Housing, Health, Transport, Shelter,
Market, Water, Day Care Centers and Other Infrastructure Facilities can be identified as social
welfare facilities. But the most of these facilities are directly provided or controlled by the
central government and most of the above facilities are provided at a considerably satisfactory
level. Housing, Health, Electricity and Water facilities are totally provided by the central
government. The companies provide 45% of the transport facilities and remaining is provided
by the central government (Kodithuwakku and Priyanath, 2007).

Labor policies. Tea industry provides about 11 percent of direct and indirect
employment for the work force of the country (Jayasuiya, 1998). Most of the tea estates employ
resident labor force specially in mid and high grown area while small holders highly depends
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on family labor. Government policy on labor has more focused on wages and income though
many other aspects too have been considered. Plantation workers are paid daily wage consisted
of basic minimum wage and various allowances from time to time to protect the workers from
rising income. Basic minimum wage was determined by means of negotiations at the Wage
Board which consist of government representative, employers and the trade unions of the
industry until recently. But in the recent past, wage rates have been fixed by direct government
intervention induced by trade unions activities (Sinnathamby, 1993). A law has been passed in
1974 to assure the minimum number of working days since monthly earnings depends on the
daily wage as well as the number of days they worked. Estate workers are entitled to receive
additional incentive payments in addition to the daily wage and allowances. Further, there are
different welfare programs for the estate workers and their families that government or estate
bears the cost. For example, free housing and health care are being continuing for long time in
the estate sector.

Methodology

This study involves a development of conceptual framework for empirical exploration of
a phenomenon. Therefore, it reviews the existing literature for identifying concepts and
relationships relating to the phenomenon. Basically 100 abstracts of articles were scrutinized
to check their relevance to the phenomena under consideration. Finally, 60 articles were
selected and reviewed for identifying the concepts and relationships involved.

Development of the Conceptual Framework

The proposed theoretical framework was developed based on the identified variables and
relations through the literature review pertaining to the research problem of the study. The
proposed theoretical framework was designed by taking into the influencing factors of the tea
industry. Individual factors which are education and training are concern as key factors that
affects to efficiency of labors force of tea industry. And the internal factors such as technology,
welfare facilities given by the tea industry for labors, and labor policies implemented by the
factories for labors are concern as major factors for enhance the efficiency of labors.
Considering these factors conceptual model can be developed as following.

Independent variables Dependent variable
Individual Education M
Factors -
Training _
4 ) Welfare Facilities — L.al.Jor
Efficiency
Internal
Factors Technology H
\_ ) Labor policies M

Figure 1. Proposed Conceptual Framework
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Concluding Remarks and Implications

This paper proposes a theoretical framework for enhance labor efficiency in which
relevant internal, individual and internal factors of a factory. Even though the proposed
framework is yet to be tested empirically, the description of the interactions between variables
will add significant value to the body of knowledge on marketing literature. First, this paper
has offered an extension of the body of knowledge on factors that affects to labor efficiency in
Sri Lankan tea industry. This paper addresses the knowledge gap of Efficiency of labor force
in Sri Lankan tea industry. This has not been explored previously. This paper points out this
knowledge gap and stress the importance of addressing it empirically. Therefore, proposed
theoretical framework of this paper will set a new direction for future research related to labor
efficiency of any organizational factories.
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