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Ni Hao, 

I am pleased to be back in your wonderful country in order to share some information about our favorite beverage; tea.  I am grateful to the China Tea Science Society & China International Tea Culture Institute for inviting me to this meeting and thank them for their patience in awaiting my manuscript.  They assured me that the simultaneous translators would be able to handle the conversion of my English words to something which will hopefully be understandable to you.
For many years tea consumption in the United States has not been considered a growth category.  In fact, many observers outside of the United States found our consumption habits to be rather unorthodox.  After all, who in their right mind would take a perfectly steeped cup of hot tea and pour it over ice?  But then, over 85% of the tea that we drink is over ice.
While our tea consumption habits may be a little strange in the United States everyday that goes by, tea is growing in importance to our consumers to a point where there are few places in the world where tea consumption is growing as fast.  The reasons for this new found popularity of tea are as varied as there are types of tea.  However, the most important reason for increased consumption upon which all the other reasons are based, is the association of tea consumption with a great many health benefits.  The Tea Council of the USA challenged scientists to uncover teas many health benefits as a means of encouraging more consumption.  The effort started in the late 1980’s and culminated with the First Scientific Symposium on Tea & Human Health in 1991.
Three other symposiums have since been conducted with each one generating tens of millions of positive consumer impressions.  As awareness of tea increased, spurred by interest in health, other long term trends surfaced which further stimulated interest in tea.  They include: the desire for speed of preparation and the convenience of prepared foods led to the development and expansion of Ready-to-Drink teas.   Today, cans & bottles of tea are the fastest growing segment and the single largest segment in the tea industry.  Last year, this $2.8 billion segment grew by 26%.
Another long term trend is awareness of and desire for exotic/upscale products.  This trend has catapulted the Specialty Tea segment into the second fastest growing segment after Ready-To-Drink.  Growth is forecast at about 10% annually for the next several years.
This is very good news for China given the nearly unlimited number of Specialty Teas grown and produced within your country.
Finally, an important motivator to attract increased trade support for tea is the promise of high profitability.  This fact has served to encourage many tea entrepreneurs to come into the business thus increasing the opportunities for increased consumption.  
For many years the lines of communication between our two countries have not been very open but now we are discovering that there is much more that binds us together as one people than there is that divides us.  We are pleased with this new openness and know that it will continue to develop in the coming years and decades that we will be doing business together.

China is a great country, one which will surely grow in power and prestige as it settles into a prominent place in the Global Community.  You have everything you need to secure your position as a Global Super Power and you understand the obligations and responsibilities that go along with that status.  Importantly you are learning, as we are in the United States, that no Super Power can exist for very long in isolation and we all need each other to reach our ultimate potential.

We need to learn to work and play together despite the obvious barriers that exist such as language, culture, or geographical separation.  We all have so much to share with one another, to learn from one another, so that we all could enjoy a better standard of living and our children will grow up in a world full of unimaginable opportunity.  

Now let’s get down to business and talk about our favorite beverage Tea.  China literally invented tea.  It is your gift to the rest of the world, a gift for which we will always be grateful.  

Tea is an amazing beverage from a standpoint of its ability to appeal to many different people and in many different ways; to some it helps them to relax.  To other people it invigorates them.  Some people like it hot, many like it cold.  Some people drink it in the morning, others at night, and some all day long.  Some people drink it because it tastes good and some drink it because it makes them feel good, others drink it because they believe it will make them healthier, wealthier, and wise.  Is there any other beverage on the planet, except possibly water, that is as versatile as tea?

On average, the USA is importing 233 million Pounds of tea a year or 106 million Kilograms, of which 84.1% is Black Tea and 15.9% is Green Tea.   Again on a 3 year rolling average imports of all tea into the United States is up 15.7%.  Just looking at full year 2007, the USA imported a record 241 million Pounds of tea or 109 million Kilograms of which about 83% is Black and most of the rest Green Tea.  Once again just looking at last years annual figures (2007) total tea imports into the United States were up nearly 2% in pounds and 7% in dollars versus the year earlier.  In fact, reputable research firms forecast that the dollar value of the USA Tea market will move from almost $7 billion in 2007 to nearly $15 billion by 2012!  Importantly for China, Green Tea is growing at a far faster rate than Black Tea because the consumer perception is that Green Tea is better for you than Black Tea.
The total wholesale value of the Tea Industry in the United States in 2007 is $6.85 billion Dollars which is up 272% from the value in 1990 when it was less than $1.9 billion Dollars.  It is broken down as follows:

Traditional Tea (regular black tea sold in teabags) is valued at $1.95 billion dollars up 124% over this period.

Ready to Drink Tea (prepared tea sold in cans and bottles) is valued at $2.80 billion Dollars up 1,300% over this period.

Foodservice Tea (tea sold in restaurants) is valued at $1.0 billion Dollars up over 100% over this period.

Finally, Specialty Tea (upscale/single origin) tea is valued at $1.1 billion up over 307% over this period.

Clearly, the two “winning segments” in the USA are Ready-To-Drink and Specialty Tea.

Let’s review again why tea sales are up in the United States.  What are the marketing forces that are driving this new popularity of tea?

The most important underlying market force is the ever increasing number of scientific studies that link tea consumption with a great many health benefits.  For close to 20 years the Tea Council of the USA (which is the promotional arm of the Tea Association) has been encouraging the scientific and medical communities to do more research on tea and to help those scientists publicize their positive results.  Over this period of time, the Tea Council of the USA in cooperation with our counter-parts in the UK and Canada as well as the FAO and the Common Fund, has spent millions of dollars to organize scientific symposia and to convert the positive results into consumer publicity.  The Council did this because it was convinced that the market for tea in the United States and in the world needed to be stimulated as tea sales were becoming stagnant.  There was no excitement in the category and tea was taken for granted.  One of our scientist consultants has advised us that the number of scientific studies being conducted regarding health benefits of tea consumption has grown from 3 per year globally (in 1990) to over 900 per year on average for the last 3 years.
The results from this health concentration exceeded our most optimistic expectations both from the positive information identified by the scientists as well as the positive reception afforded by the media as well as the consuming public.  A key reason for this positive reception is the fact that a growing percentage of the consuming public (especially within the United States) are becoming increasingly aware of the role that they play in determining their own health.  This health consciousness has been growing for the last 40 years or so and shows no sign of going away.   So as more and more information is revealed that tea may perhaps the healthiest beverage to consume besides water, more and more people are deciding to give it a try.  

The proof that this health strategy is working may be found in the recent popularity of Green Tea within the United States.  For many years Green tea had not been very popular here accounting for only 2 or 3% of total imports into the country.  Since the Tea Council of the USA started to promote the health benefits of tea, imports of this type increased from 3% of total imports to over 17% of total imports and increase of well over 500%.   The reason why Green Tea has responded more favorably than Black Tea to the health message is because much of the scientific research has concentrated on Green Tea.  As more of the research switches over to Black Tea we anticipate a similar surge in Black Tea consumption as well.

The Tea Council of the USA remains committed to expanding the amount of scientific research on tea and will hold future Scientific Symposium’s as the emerging body of scientific research warrants it. The Tea Council is grateful to the Members of the Tea Association and the Producing Country Members of the Tea Council including India, Kenya, Malawi, and Sri Lanka whose generous contributions make it possible to organize these very important meetings.  

In addition to the trend towards healthier eating several other trends are positively affecting the consumption of tea in the United States including a desire for more convenience in food/beverage preparation and improved availability of these products.  This is the very strong marketing force responsible for the 1,300% increase in the consumption of Ready-To-Drink tea.  Consumers today are busier than ever before and they are constantly searching for ways to shorten the amount of time required to prepare meals at home as well as to eat a greater percentage of their meals outside of the home.  RTD teas allow them to do so.  All they have to do is unscrew a bottle cap or flip a lid on a can and they have instant tea gratification.  

In addition to satisfying the consumer need for convenience, speed of preparation and availability where and when they wish to buy it, RTD tea has also played a tremendous role in expanding the market for tea.  It did this by broadening the appeal of tea to a new group a consumers, consumers who were younger and who perhaps never considered tea as an option before.  Now they are buying millions of bottles and cans of tea from old line tea packers such as Lipton and Nestle as well as dozens of new RTD tea packing companies that come into the market because of the demand for this kind of tea.

A third major trend responsible for the popularity of tea in America is the growing appeal of specialty products; not only tea but many other product categories as well ranging from bottled water to fine wines and exotic cheeses.  Given the fact that there are literally thousands of specialty teas from around the world waiting to be discovered, the Specialty Tea category should benefit from this trend for many years to come.  The really good news is this is a category that China should particularly benefit from and the even better news is that this is a very profitable category.

A forth related trend is the growing appeal of the tea category to a great many entrepreneurs and food operators who are driven to the category by the promise of expanding consumer demand, low start-up costs, and the promise of high profit margins.  This has resulted in an explosion of tea stores catering to Specialty Tea, in fact the number has grown from around 200 ten years ago to about 2400 today.  In addition, most of the thousands of coffee stores in the United States have also added lines of Specialty Tea, and tens of thousands of restaurant operators have begun to expand upon the kinds of tea that they offer on their menus.  Finally, especially during hard financial times, tea remains affordable to the vast majority of consumers.
So that is what is happening in the United States.  It is a vibrant, exciting, constantly changing market with a decidedly upwards trend.  .  In fact, reputable research firms have forecast that the dollar value of the USA Tea market will move from almost $7 billion in 2007 to nearly $15 billion by 2012!  We expect that the market forces responsible for this growth will be in place for many years to come and at least one of them will have an equally powerful affect on the world market for tea.  That trend, of course, is the correlation of tea consumption with good health.   While this may already be taken for granted in China, there are many consuming countries where this information is just starting to register and regular tea consumers are starting to drink more tea and new consumers are entering the market because they heard that tea was good for them.

In addition to regular consumption of tea as a beverage, tea is also finding its way into many other products including: cosmetics, medicines, blended with other juices, in human food products, in pet foods, in chewing gum, in toothpaste, and even as a mixer for alcoholic beverages.  All this bodes well for the Tea Industry as anything that absorbs tonnage will, eventually, have a beneficial impact on prices.

China’s Potential in the USA Tea Market

China has tremendous potential in the USA because of the many kinds of Specialty Tea that are produced in your country.  However, to realize that potential, awareness of the various kinds of tea available needs to be increased amongst the key buyers.  There are various ways to achieve this goal including:

· Develop a centralized Tea Board to create promotional programs that may be applied in various consuming countries and to act as a clearing house between those who have questions about Chinese tea and those who have the answers.

· Create various branding devices for important tea growing regions and create rich imagery to describe the uniqueness of teas sourced from those regions.

· Capitalize on the history and romance of tea from China including the fact that it is the birthplace of tea, home to thousands of variations of Specialty Tea.

· The birthplace of White Tea.

· The role that tea played in the historical development of China.

· The role that tea plays in your current culture.

· The employment factor – how many Chinese people depend on tea for their livelihood?

· Importance of Green Tea

· Increase awareness for your truly Specialty teas such as flavored teas, Display Teas, Pu-erh Teas, and even Bubble teas.

· The role of tea in medical care in China, and the list goes on and on.

China, and all other tea producing countries, must be more responsive to the needs of the consuming countries including positions on:

· Social Responsibility

· Environmental Concerns

· Sustainability of the Industry

· Good Manufacturing and Growing Practices

· Transparency of Operations

· Standardization of types of tea

· Security Concerns 

· Consistency of Production

· And whatever issues that arise from time to time
The way to gain knowledge of these issues is to talk to your current customers, work through the various Trade Associations who could direct your inquires to their membership, attend networking events, exhibit at Trade Shows, Conduct tea seminars, encourage familiarization tours such as the one that I am on, contribute to the science of tea and just focus on the marketing of your tea to the rest of the world.

We are certainly not going to come with all of the answers in this very short time but I believe we have started on a campaign to increase awareness of your wonderful teas that will have to become a part of all your future efforts.

I would once again like to thank all of the organizers at the Tea Research Institute of the Chinese Academy of Agricultural Sciences for giving me the opportunity to speak with you today and would like to thank each one of you for listening to me.  I am truly honored to be here and look forward to establishing long term business relationships with you.

Xie Xie.
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