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5.1 Generic Strategies for Ceylon Tea industry 

Creating a defendable position in the market place and coping successfully in the industry 

should define Sri Lanka ' s competitive strategy in the global tea industry. A combination 

of three generic strategies, at the broadest level could help it create this defendable 

position and outperform its competitors in the long-run. (Porter 1980) 

1. Overall cost leadership 

2. Differentiation 

3. Focus 

These two main sources of competitive advantage in any industry are low cost and 

differentiation. A combination of these two sources of competitive advantage with the 

scope of the target market served (narrow or broad) results in four generic strategies. 

These are cost leadership, product differentiation, cost focus and focus differentiation. 

5.1.1 Overall cost leadership 

This strategy is useful when an industry is able to establish itself as a low-cost producer 

for serving a broadly defined market. In order to implement this strategy industry must 

have most efficient facilities, cost reductions and larger share in the market place. Cost 

leadership eventually becomes the basis for low prices and more value offered to 

customers in the later, more competitive stage of the product life cycle. But it is only 

sustainable if sufficient barriers exist to prevent competitors from achieving the same low 

cost. Rapid technology development through R & D is one means of achieving this end. 

Implementing this strategy requires high level of investment in manufacturing, aggressive 

pricing and start-up losses to build market share. The cost structure of Sri Lanka ' s tea 

industry, does not lend itself to the adoption of the cost leadership strategy easily. Sri 

Lanka has one of the highest costs in the global tea industry created by low productivity. 

The low productivity arises from a lack of investment in agricultural inputs, a lack of 

replacement of old equipment and factories, absence of proper R & D and low worker 
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motivation. Unless each of these problems is addressed, it is difficult for the country to 

adopt the overall cost leadership strategy. 

5.1.2 Differentiation 

The next generic strategy is to differentiate the industry offerings and create a line of 

products that are perceived industry-wide as unique products. When consider Porters five 

forces this strategy is highly powerful than cost leadership. It provides insulation against 

competitive rivalry because of customer 's brand loyalty and resulting lower sensitivity to 

price. It automatically generates entry barriers because competitors have to overcome the 

uniqueness of the product to gain consumer preference. Differentiation leads higher 

margins with which the industry could deal with supplier 's power. Buyers ' power is also 

diminished by an absence of substitute products to satisfy consumers ' desire. The threat 

from substitutes will be diminished as a natural sequel to differentiation unmatched by 

rivals in the industry. 

When the Ceylon tea industry is considered, the challenge could be met in different ways: 

through technology that would create the desired product, quality, brand image, and 

features that consumers crave and develop a marketing network. Sri Lanka is strong in 

the production of Orthodox tea, which appeals to a particular type of market looking for 

flavour, brightness, leaf appearance etc. The Sri Lankan high grown teas have a certain 

uniqueness in their characteristics that suit the light tea drinkers in Europe. The United 

States has been a vat market for instant tea and ready to drink teas both high on 

convenience but low in quality. There is however, a gap in this market for high quality, 

good flavoured tea in ready-to-drink form. Sri Lanka has the potential to meet this 

demand for quality and convenience at the same time. This could provide the 

differentiation needed to fulfill the needs of the quality-convenience niche. The image of 

Sri Lanka 's tea is strong in the world market. What is needed is to enhance this image by 

serving beyond the gourmet tea segment, with forceful and creative marketing. 
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5.1.3 Cost focus and cost differentiation 

A narrow focus strategy, which targets a narrowly defined market, has the ability to 

create more customer value from a better understanding of customers ' needs and wants. 

The entire focus strategy is built to serve a particular target very well and has a distinct 

advantage if the competitors are working in much broader markets. 

The global tea market holds numerous opportunities for Sri Lanka to follow both cost 

focus and focused differentiation strategies. The main action necessary is to select the 

right target markets and to concentrate on them. 

5.2 Segmentation of the Tea market 

5.2.1 Benefit Sought 

Benefits sought by consumers who drink tea vary widely from region to region and 

country to country. For example, most consumers in Europe look tea as a light substitute 

for soft drinks and other non-alcoholic beverages. Demand for lighter Sri Lankan teas 

such as Nuwara Eliyas, Udapussalawas, Uvas are very popular in Germany, Netherlands, 

France and other European countries. Leafy low grown teas have a high demand in 

Middle Eastern countries. In addition now herbal teas and green teas are getting popular 

in lot of countries due to their healthfiilness. Flavoured teas are also becoming popular in 

Europe, US etc. 

5.2.2 Based on lifestyle 

There is a strong influence of values and lifestyles on the consumption of tea in 

developed countries. 

• The first category is nutritionally concerned people. They believe that what one 

eats and drinks affects how one feels. Tea as a natural beverage whose nutritional 
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values are coming into consumers ' attention is becoming a very appealing 

beverage for this category. 

• Fast and health conscious individuals form the second category. They are also 

concerned about the healthfulness of the product and at the same time the 

convenience. Even though this category is aware of the health benefits of tea 

inconvenience in preparing a good cup of tea may turn them away. To attract this 

segment and get them hooked on tea, it is necessary to develop and improve 

products like instant tea, tea tablets etc. even microwavable tea packages be an 

alternative for future. 

• Final category is the convenient drink seekers. They are people on the go and 

desire beverages in convenient ready to drink form. Iced tea have made proper 

inroad to this segment in the market and has been very successful. The most 

important consideration for Sri Lankan producers who want to tap this segment is 

to differentiate their products from the existing line of iced teas sold in the global 

tea market. The mass producers of ice teas in these markets are having a very low 

tea content in them. The high grown teas in Sri Lanka have a natural advantage 

for preparation of RTD teas that will have good flavour and tea character. This 

will definitely opens up a favourable niche in the market for iced tea that could be 

addressed very effectively with a focused-differentiation strategy. By 

concentrating on the high- value seeking iced tea drinkers in Europe and America 

and by providing a highly differentiated product made with its light high- grown 

teas, the Sri Lanka industry could capture a chunk of the premium price ready to 

drink tea segment in theses countries. 

5.3 Branding of Ceylon teas 

N o w global brands continue to strategically exclude Ceylon from their marketing 

communication and develop new directions. Ceylon tea prices expressed in US$ terms 

are the highest of all producing countries, for certain logical reasons like high labour cost. 
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The move away from Ceylon as an origin for tea has been motivated not by the consumer 

but by changing brand priorities and cost considerations. In traditional Ceylon tea 

markets like Kuwait, Saudi Arabia consumers continue to buy non-Ceylon brands in the 

belief that they are drinking the same Ceylon tea. Ceylon was the foundation that these 

brands were built on. Ceylon can reclaim that lost prestige. 

The destiny of Ceylon tea is in the brand marketers whose main motivation is profit, and 

less on quality with no loyalty to Ceylon. 

Based on the market requirements, there is a gap between the needs and what industry 

can provide. 

5.4 Opportunity gap 

• Innovation, repositioning Ceylon tea as the healthy black tea, and linking 

health benefits in fresh tea to 'eliminate the middleman ' . Educating 

consumers on health benefits of black tea by conducting studies on Ceylon 

tea and publicizing its cleanliness. 

• Marketing origin packed teas, with a variety for every mood. Promoting 

the heritage of Ceylon tea, and the variety of her teas to a sustainable 

premium for Ceylon teas in the eyes of consumers and brand marketers. 

• A viable and quality assured Ceylon specialty tea option. Ceylon is not 

party to the growing demand for premium specialty teas. 

• Traditional assumptions are changing. CTC teas are being promoted in the 

Middle East. UK tea imports from Indonesia, South Africa, Malawi 

increased 52%, 6 4 % and 4 2 % respectively in 2000. (ITC 2001), Ceylon 

tea exports to Egypt declined by 24%, Vietnam gains share of Iraq, a 

Ceylon tea market, Argentina, Indonesia, India and Vietnam become 

major suppliers of black tea to the USA. 

• Impact of casual dining cafes and an inadequate tea response. 
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• Perception of tea as an old fashioned beverage. The development of 

appropriate tea response. Ceylon Green teas, Fancy leaf green and black 

teas, organic tea, innovations in tea styles in partnership with science. 

• Counter the strategic move by key global tea brands away from Ceylon by 

communicating directly with the consumer, and creating specific demand 

for Ceylon tea once again. 

5. 5 Strategic Initiatives 

It was evident through the Delphi technique that the mission of Ceylon tea industry has to 

be the producer of the cleanest, best quality teas in the world. In order to reach this 

mission the integrated strategy should be based on the following. 

• Continuous examination on the threats and opportunities arising in the market 

place. 

• Selecting objectives that are consistent with these threats and opportunities, and 

with the core competencies in the industry 

• Acquiring any additional competencies required for successful implementation. 

For example, even though world demand for black tea is growing, so is the volume of 

production. This requires a careful strategy of matching buyers ' needs with the ability of 

the industry to serve the needs within its core competencies. The growing CIS market for 

high quality orthodox tea provides Sri Lanka with the right product-market fit because of 

its strength in production of high quality orthodox tea. 

5.5.1 Listen to the consumer 

Ceylon tea is resting on her laurels. Today 's consumer is different. Industry should 

understand the consumer trends in current and target markets. And reposition the Ceylon 

tea as an origin that guarantees the consumer high quality, cleanly processed, teas, which 

are produced in an environment friendly manner in a humane environment. Today the 

consumers are more demanding and most importantly brand loyal. After all what matters 
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most is how to make the consumers perceive Ceylon tea as the best tea in the world. 

Marketers have the responsibility of positioning Ceylon tea as a premium product. 

Market research plays a tremendous role in this aspect. Market research is valuable at the 

early stage of concept development. By having a continuous dialogue with the consumers 

marketers should be able to sense what the consumers expect. 

5.5.2 Innovate 

The industry should offer a variety that enables Ceylon tea to take the lead in the demand 

for speciality teas. Mates, Rooibos etc., are ordinary herbs perceived through good 

communicat ion to be high quality, healthy and premium beverages. Innovate handmade 

teas on the lines of our Silver tips, Golden tips etc. Some main stream fancy China teas 

like Dragon Eye ball sell for very high prices in the world tea market. They sell primarily 

on appearance and their story in the west. These teas will drive the awareness of Ceylon 

as a quality origin, benefiting all Ceylon teas. The only expensive teas we have are the 

golden and silver tips or the teas produced during quality seasons. Things like hand made 

white teas are attracting very high price in the world tea market. Though some exporters 

in Sri Lanka import those teas and export after value addition the margins are not so 

great. So it is strongly recommended for the industry to be innovative and come up with 

such exclusive tea products. 

5.5.3 Guarantee Quality 

Enforce minimum quality standards for Ceylon tea that will allow traders and consumers 

to buy with confidence. Ceylon is already ahead in that area but the consumer is not 

aware of this. Ceylon tea is known to be the 'cleanest tea in the world ' . But most of the 

markets are demanding very stringent quality parameters from the exporters. In order to 

fulfill these requirements, industry has to make sure that the things are in right places 

from the onset of manufacturing. 

The industry should have their basics right in order to achieve the quality standards. 

Because by the t ime the tea comes to the exporters for value addition they have a 

min imum role to play, as the quality is pre-determined during manufacturing. Plantation 
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management companies should implement ISO and food safety standards like HACCP. 

(Hazard Analysis Critical Control Point). If the authorities are in a position to offer a high 

price for the tea coming from the certified estates no doubt all the estate owners will want 

to get their estates certified for ISO and food safety. 

Recently Ceylon tea was facing price swings, which is mainly due to the poor quality tea. 

If the tea prices determined at the auctions can consider the implementation of min imum 

quality standards, there will be a definite improvement in the quality of the tea produced. 

5.5.4 Educate 

The history of Ceylon tea and its health benefits are as potent as tea from any origin. 

Inform the consumer through a coalition amongst Ceylon brands to co-operate this one 

aspect. 

Ceylon tea 'Heal th ' positioning can be considered one of the major strategies the industry 

can adopt. 

Developing a medical/ health heritage for tea can be achieved as follows. 

• A strategy is required to develop a database of all supportive facts and data 

research papers published to date. Countries like Japan, china, U S , and U K have 

carried out enormous amount of research on health benefits of tea, up to date. By 

having a database of all research, it will be useful in educating the consumers 

throughout the world. 

• The industry needs to establish links with the key universities and institutions 

focused on this subject. Most of the research has been concentrated mainly on 

green tea. But since lately it was discovered that black tea and green tea both are 

having equal health benefits. As a main exporter of black tea, Sri Lanka has to 

play a major role in terms of promoting black tea as healthy as green tea. In order 

to do that the industry has to dependant on the TRI, universities and other R & D 

institutions like Industrial technology Institute (ITI). Tea exporting companies can 

have a link with above institutions in providing necessary funds for the research. 
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They must be aware that this kind of positioning of tea as a healthy beverage is 

important nationally. 

• We need to fund/ support research and have a yearly global communicat ion on 

recent findings. This needs to be supported with aggressive marketing and global 

distribution taking an international market at a t ime. The industry especially the 

exporters can invite their distributors overseas to conduct a distributors 

conference, which is at the moment adopted by few exporters. This will provide a 

good opportunity to pass certain messages to the consumers overseas. If various 

players in the industry can get together and fund research, which are of promoting 

Ceylon tea, together with TRI these types of conferences can be of tremendous 

use to communicate the findings. 

• The tea industry can launch a series of campaigns to promote tea as a healthy 

beverage, and can invite celebrities and scientists to endorse the health benefits of 

tea. 

5.5.5 Differentiate 

Like the other products in the market place today tea market is also facing overcapacity 

and product proliferation, most of the products are drifting towards being a commodity 

with very few points of differentiation and a growing emphasis on price. Creating 

differentiation- the alternative to price-dominated competition- becomes an imperative. 

However, achieving a sustainable point of differentiation is difficult. Offering base points 

of differentiation that are effective is generally short-lived as competitors copy them 

quickly. A portfolio solution is to create branded differentiators, branded features, 

ingredients, services or programs that provide a sustainable point of differentiation. 

In most of the global markets, tea is perceived as being old fashioned and less functional 

than some substitute products. The only means of changing this perception is through 

differentiation, which is sustainable, long-term. Marketing should be aggressive to attract 

consumers of various demography and also catering to every mood of the consumer. 
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Tea can be positioned as a 'lifestyle' beverage that is fun and trendy, duplicating what 

coffee players have done. We can target tea lovers as well as the younger generation with 

its concoctions of Capputeano and Lattea, produced from 100% tea leaves. These are 

some of the strategies that are adopted by some tea exporters at the moment . 

In order to attract the younger consumers and to cope up with the emerging cafe culture, 

concepts like tea cafe, tea salons or tea bars will be useful. The industry must be 

innovative to come up with such innovative concepts after studying the market trends 

properly. 

5.5.6 Exploit the diversity 

Sri Lanka enjoys excellent 'basic factor conditions. As explained above there is diversity 

in specialty of the teas they produce. Ceylon tea industry has to explore the core values of 

tea in different elevations and utilize these in creating a defendable position in the market 

place. Low grown teas with uniform leaf colour, particle size and dark liquors are 

preferred by some countries where as light liquors with high quality are coming from 

high growns are preferred by another group of consumers. This elevational difference can 

be further used to produce single estate teas with unique characteristics. 

Compared to most the other tea producing nations all the estates are having easy access to 

Colombo where Colombo is in an advantageous geographical position, given its 

proximity to other producer and consumer markets, making it a potential transshipment 

point. , 

5.5.7 Bulk Vs Value added teas / 

Sri Lanka 's prime exports still continue to be bulk teas, but the main thrust of the export 

strategy is to switch over from bulk to value added tea products. The price structure of 

value added exports generate higher foreign exchange, earnings and tend to create 

additional employment opportunities down the line. In the year 2003 approximately 5 9 % 

of exports were in bulk form and only 8% was in tea bag form. This is not all satisfactory 
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and the earnings from the sale of value added consumer products must be increased if Sri 

Lanka is to perform its obligations towards the economic advancement of the country. 

The country also should quickly move towards the production of specialty teas and be on 

the lookout for niche markets for their disposal. 

Most Sri Lankan exporters focus on bulk tea operating as 'contract packers ' and compete 

on the basis of price. Competition is not on the basis of product development, innovation, 

or specialization. Even where exporters own a brand, there is heavy reliance on 

distributors in overseas markets. Research institutes should be aware what the industry 

wants depending on the market trends in global tea trade. Based on that they can drive the 

R & D activities with a clear direction. They should concentrate on introducing specialty 

teas, other tea based products etc in to the market place. There is no doubt that value 

added tea export is more advisable than bulk tea export. But the industry needs more 

Ceylon tea brands to compete in the global tea trade. 

There should be a proper 'export strategy. Direct exporting is one where the local tea 

exporter has more control over the export process, potentially higher profits and a closer 

relationship to the overseas buyer and market place. But this usually makes internal 

organizational changes to support more complex functions. Depending on the extent of 

exporting and internal capabilities, the exporters can select the export strategy such as, 

having sales representatives, agents, and distributors or foreign retailers. 

5.5.8 Work force Development 

Training and development of workforce plays a major role from the point of identifying 

consumer needs for manufacturing and fulfilling their requirements. Today what is 

lacking in the manufacturing of tea is no one is paying much attention to Good 

Manufacturing Practices (GMP) and Good Hygienic Practices (GHP). So the quality of 

Ceylon tea is reducing day by day and the industry is facing a tremendous competition 

from other emerging tea producers like Kenya, Vietnam etc. Workforce has to be well 

educated on the importance of certain quality aspects like ISO and H A C C P . Most of the 

buying countries are now requesting this kind of stringent quality parameters. 
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5.6 Recommendations to the TRI 

5.6.1 Deciding on research priorities 

Currently TRI uses CADMAR (the Composite Approach to Decision making in 

Agricultural Research) in deciding research priorities. So far they have conducted 

workshops only with the plantation management companies to identify the problem areas. 

R&D is equally necessary in plantation management, manufacturing and value addition 

prior to export. TRI has contributed little in terms of value addition to the final product. 

Products like flavoured tea, instant tea and liquid tea are some of these products. Though 

TRI has developed the processes for production of instant tea and liquid tea the industry 

is not willing to pay for the patents. One reason is they have not approached the possible 

investors to sell their patents. They should market the institute as a capable place and 

should make the industry aware what they have done. They need to improve their public 

relation activities and by organizing some kind of conferences, workshops or any other 

forums they can pass their research findings to the industry. 

TRI so far has undoubtedly contributed to crop management, improvement of land 

productivity, plant breeding, post harvest technology etc. At the same time they must 

look into the global aspects as well. 

For example it should study the patterns in the global tea industry and direct their R&D 

activities based on that. TRI needs to identify the gap between what is required by the 

industry and their resources and capabilities to fulfill those requirements. From thereon 

they could plan R&D activities that are strategically important to the country. 

Before initiating any R&D activity, TRI needs to focus on market research and market 

intelligence. TRI should be driven by the needs of the industry and not by the technology; 

they must create a technology pull system instead of technology push system. 
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5.6.2 Alliances 

In the past TRI has developed certain technologies like Fluidized Bed drier with the 

Colombo Commercial Company and they also had jointly conducted certain R&D 

projects with former CISIR. (Now ITI). This kind of alliances is very important when 

TRI does not have all the resources and capabilities to conduct certain R&D projects. In 

order to improve tea-manufacturing aspects they could join hands with engineering 

companies in the country to provide the required resources. With this kind of 

arrangements they do not have to carry lot of inventory or resources 

5.6.3 Support of Organizational context in R&D 

Research always should be geared towards what is required by the market/ industry. 

Cross functional teams in carrying out R&D activities is very important which provides 

the team members a broad knowledge and high cross fertilization of ideas. Rather than 

individual departments carrying out their own R&D activities it is always better to have a 

matrix structure where members from different departments blended together and solve a 

particular problem or to carry out R&D projects. 

5.6.4 Dissemination of information 

There are various areas where TRI should take the leadership. They have done quite a 

number of publications, journals etc on tea manufacture, chemistry, planting and so on. 

But there is a gap in terms of providing useful information to the end consumer, which 

can be mainly achieved via exporters. They can publish booklets/ newsletters on current 

topics like health benefits of tea. In order Ceylon to promote their teas as a healthier 

beverage, this kind of scientific back up is essential from the TRI. TRI is the only place 

which has the resource personnel on scientific aspects of tea and once they produce 

publications, it carry more weight. 

Positioning tea as a healthy beverage is an oft spoken thing today. This is an area in 

which TRI should take the leadership and drive this concept. TRI together with the 



Recommendations 

interested parties in the industry can organize some public relation campaigns like press 

conferences, distributor conferences, publishing news letters etc. 

5.6.5 Other Recommendations to TRI 

The research scientists should be given opportunities to work in the industry to get hands 

on experience of the problems the industry is facing. After identifying the problem areas 

they can work on that and provide a solution. This will indirectly improve the existing 

relationship between the industry and TRI. 

There are some research projects which are later commercialized and being used in the 

industry. The scientists who conduct these projects could be well recognized for their 

work and can be paid a royalty fee or any other awards. This will enhance their 

commitment towards conducting more useful R&D to the industry, which can be later 

commercialized. 

TRI must identify the strategic technologies that will have a direct link to industry and 

can be adopted by industry. This will no doubt assist directly in obtaining finances as 

well as entering into partnerships. Technology and business intelligence units must be 

established in TRI preferably as an individual agency. This agency must act as a catalyst 

to mobilize the information and financial resources, package the available know-how and 

assimilate and disseminate the information to TRI. 

An effective system if linking technology development, technology dissemination, 

technology assistance and technology financing institutions must be developed in order 

that TRI is able to provide the technology transfers necessary to the industry. This linking 

should explore the possibility of building a private-public sector partnership in order to 

enhance the quality and scope of technology-based services that will be provided by the 

TRI 
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5.7 Summary & Conclusion 

Nature has provided Sri Lanka with a unique form of terrain, and the existence of the two 

distinct and separate climates to support the tea industry. With all these Sri Lanka is the 

number one tea exporter in the world tea market. Over the past few years, the industry 

that provides us with a refreshing cuppa has been characterised by one dominant feature. 

The pressure to survive, what with profitability showing no signs of picking up to healthy 

levels. 

A clutch of problems in the global market, compounded by stiff competition from other 

tea-producing countries such as Kenya, China, India and Indonesia, to name a few, has 

left the Ceylon tea industry in hot water. 

During the Delphi and survey conducted with the assistance of various stakeholders in 

the industry it was very clear where the industry is at the moment, what is happening 

globally and how the industry should face future challenges to make it distinctive. The 

industry should focus more closely on the needs of the consumer and come up with 

appropriate strategies to cater their requirement. It was proven that there is a weak 

relationship existing between the TRI and the industry in terms of providing R&D 

assistance. The level of satisfaction the industry is having towards the TRI is very much 

low. 

Based on the findings from the Delphi and the survey recommendations were formulated. 

Today 's consumer is different and it is not the time for the industry to rest on her laurels. 

The industry should come up with innovative range of products, which are of premium 

quality and branded based on the target market. Sri Lanka should differentiate its product 

range into value added form by exploiting the diversity of agro climatic conditions and 

elevation. Work force development plays a major role in all these strategies. TRI should 

also need to consider the method in deciding research priorities and it should focus more 

on the needs of the industry. They should focus their research priorities based on the 

market trends. R&D alliances, industry exposure to TRI scientists, Technology linkages 

are also essential to create a strong industry- private sector partnership. 
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5.8 Policy recommendations 

The industry should concentrate more on exporting value added tea as opposed to bulk 

tea under Ceylon tea brands. There has to be policies to encourage the manufacturers to 

produce high quality teas, which are compilable to various international quality 

standards. And also the industry should be able to produce various new products and 

differentiate them from the other brands available all over the world. Hence the market 

trend is towards more premium specialty teas, the industry has to concentrate more on 

these lines to offer the products for the premium niche markets. 

Considering the TRI it is strongly recommended to get the ideas from other stakeholders 

like exporters, Tea Board, TASL etc in deciding their research priorities. Otherwise it 

will be narrow down only for the plantation sector. TRI should rearrange their 

organization structure for it to cater to the industry more efficient with the matrix 

structure. Alliances can be formed with other R&D Institutes to share the resources. Also 

things like industry exposure to the TRI scientists, reward systems, technology & 

business intelligence and technology linkages should be considered creating a partnership 

between the industry and the TRI. 

5.9 Areas for further research 

Porters five forces influencing competition in the industry is an interesting area to work 

on in future. In general, the collective strength of these five forces indicates the intensity 

of competition and the profit potentials in the industry. 

Factors that enhance the national competitive advantage is another area to work with. 

Things like organization structure, strategy & rivalry, factor conditions, demand 

conditions, supporting industries and government play a major role in this area. 

78 
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One most important thing to carry out an in-depth study about TRI. A technological 

capability assessment can be carried out in very detail, which is useful to make further 

recommendations to make it more useful to the industry. 
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Appendix 01 

Title of the Research- Strategic Initiatives to make Ceylon Tea Distinctive with a 

special emphasis on R&D 

The following questionnaire has been designed to carry out a SWOT analysis to the 

Ceylon tea industry and then to identify the Strategic initiatives to make Ceylon tea 

distinctive including the R&D strategies most importantly. 

Questionnaire 

1 What do you think are the competitive advantages of Ceylon tea? 

2 What are the weaknesses of Ceylon tea industry in enhancing its position in the 

global market? 

3 What are the threats the Sri Lankan tea industry facing today? 

4 What kind of trends in tea consumption you expect in time to come? 

5 What are opportunities in the global market we could exploit in future? 

6 What is your view about exporting value added tea and bulk tea? Which area do 

you think we should concentrate more? 

7 What kind of a relationship you have with the TRI? 

8 What is your idea about the role of R&D in meeting future challenges? Is our 

R&D budget enough? 

9 What is your opinion about the link between TRI and the industry? 

10 Do you get up to date research information from TRI? 

11 What kind of R&D activities we should undertake to meet future c h a l l e n g e s ^ the ̂  <Cf>>, 

market? v - V-

12 What should be the strategic options to create a defendable position in the market 

place and to sustain in the market place in long term? 1.;, 7 . > 
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Thank you very much for the assistance extended. 

Nadeesha Chandrasekara 

MBA Student 

University of Moratuwa. 

4 

> 
- 8 4 -



Appendix 02 

Appendix 02 

Title of the Research- Strategic Initiatives to make Ceylon Tea Distinctive with a 

special emphasis on R&D 

First of all I would like to thank you for participating the first round of Delphi on above 
subject. Following are the comments received by all eight participants. 

Further to the following if you have any more information, I would be glad to have the 
same. 

1. What do you think are the competitive advantages of Ceylon tea? 

• The availability of a variety of grades and types of tea 
• The different types of manufacture being carried out, thereby creating a variety of 

tea available 
• The availability of Teas from different elevations 
• Teas from different regions containing unique characteristics (Uva, Dimbulla, 

Low Grown, Nuwara Eliya etc) 
• Close proximity to the Port 
• Efficient auction system 
• Efficient infrastructure facilities 
• High quality packaging/printing industry 
• The availability of experienced personnel at all levels within the industry 
• Recognition of Ceylon tea in the world market for over a century 
• The need for the Ceylon character in various international blends 
• Tea estates/factories are recognized by name by international customers 
• Considered to be the cleanest tea in the world 
• Greater values addition capabilities 
• Situated close to other producing countries and major consuming countries 
• Availability of research facilities 

2. What are the weaknesses of Ceylon tea industry in enhancing its position in the 
global market? 

• High cost of production 
• Majority of teas unsuitable for use in tea bags 
• Low yields 
• Inability to expand planted area 
• Political influence 
• Unionized labour force 
• Labour moving away from plantations 
• Over emphasis on bulk exports 
• Lack of recognized brands 
• Small-scale operations 
• Heavy reliance on distributors in overseas markets 
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• High reliance on imported inputs such as fertilizer 
• Poor engineering services 
• Burecracy 
• Labour laws 
• Many small scale operations with low capital base 

3. What are the threats the Sri Lankan tea industry facing today? 

• Global tea production increasing at a higher rate than consumption 
• New entrants to tea production having advantages compared to traditional 

producers 
• Higher prices of Ceylon teas 
• Other countries striving to produce similar teas at lower costs 
• Advancement in technology in competitor countries 
• Packing in consumer countries 
• Increased competition from other drinks 
• Loss of tea land due to political reasons 
• Energy crisis 
• National development activities, which could impact on agro climatic regions 
• Proliferation of factories 

4. What kind of trends in tea consumption you expect in time to come? 

• Increase in tea bag consumption 
• A trend towards convenient tea drinks like RTD tea 
• Increasing demand for premium products 
• Specialty tea in niche markets 
• Green tea and herbal infusions gets the advantage of being healthy so that the 

demand increases 

5. What are opportunities in the global market we could exploit in future? 

• Move into non-traditional tea drinking countries such as USA 
• Exploit the health benefits of tea 
• Demand for specialty teas 
• Emergence of tea bars 
• Breaking down of trade barriers 

6. What is your view about exporting value added tea and bulk tea? Which area do 
you think we should concentrate more? 

• Value added tea exports are increasingly subjected to import regulations as 
consuming countries wish to support their own packaging industries 

• Concentrate more on marketing specialty teas which could be difficult to be 
replicated elsewhere 

• Promote Sri Lankan brands 
• Make Ceylon tea indispensable in international blends 
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7. What kind of a relationship you have with the TRI? 

As per the comments received the conclusion is that most of the participants have a weak/ 
average relationship with the TRI. 

8. What is your idea about the role of R&D in meeting future challenges? Is our 
R&D budget enough? 

R & D is an area that is absolutely necessary, but require enormous funds. The budgets 
allocated are hardly enough. 

9. What is your opinion about the link between TRI and the industry? 

There is no strong link between the TRI and the industry 

10. Do you get up to date research information from TRI? 

Yes, But very little and could be improved. 

11. What kind of R&D activities we should undertake to meet future challenges in 
the market? 

• Producer wise - energy saving measures / initiatives 
• Marketing wise - new consumer trends as well as new technology for tea bags, 

instant tea etc. 
• Increase cultivation of high yielding clones 
• Concentrate on convenient tea beverages like RTD tea/ instant tea 

12. What should be the strategic options to create a defendable position in the 
market place and to sustain in the market place in long term? 

• Offering a quality product with promotion of ecological cleanliness of Ceylon Tea 
• Promoting Health benefits of tea 
• To increase the demand for Ceylon tea as value added tea branded tea 
• Technology upgrading & modernization 
• Increasing the capacity for research, market intelligence and new product 

development 
• Training and workforce development 

Please extend your co-operation to give me a feedback for the following two questions as 
well. 

• What would be the mission and objectives of the Ceylon tea industry in 2015? 
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• In order to fulfill above mentioned mission and objectives, what would be the 
Research & Development strategies TRI should follow? 

Thanks once again for your kind assistance in making this research a success by 
providing your valuable views. 

Nadeesha Chandrasekara 
M B A Student 
University of Moratuwa 
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Appendix 03 

Questionnaire survey on Strategic initiatives to make Ceylon Tea distinctive with a 
special emphasis on R & D 

This questionnaire is prepared to analyze the R&D strategies that should be there in place 
to meet future challenges and the capacity of TRI to meet those challenges in the global 
tea industry. 

You are kindly requested to answer all the questions. This is merely for academic 
purposes and your responses will not be divulged to any other party. You have the choice 
of not responding to the questions you think of confidential. Greatly appreciate your 
assistance in making this survey a success. 

Nadeesha Chandrasekara 
M B A Student 
University of Moratuwa. 

PART 1- Organization Background 

1.1 Name of the Organization (Optional)-

1.2 Under following mentioned areas what is the area in which your organization 
contributes to the Ceylon tea industry? 

r~ Plantation Management 

F Manufacturing 

f" Tea Small Holders 

f" Value addition & Export 

f" Others 

1.3 How long your company being involved in the tea industry? 

fl 5 years> 

JH 5-10 years 

• 10-20 years 

r 20-30 years 
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n 30 years< 
1.4 How do you get access to market trends in global tea consumption? 

O Market research reports 

f" Internet 

I"" Distributors/ Retailors 

f" Magazines 

Y" All above 

1.5 R&D is important in meeting future challenges in the global tea industry 

F : Strongly agree 

f Agree 

f~; Fairly agree 

• Disagree 

• Strongly disagree 

1.6 What is the R&D Budget in your organization? 

f" Not allocated 

• 0.25%> 

P 0.25- 1.0% 

• 1-2% 

G 2%< of the annual turover 

1.7 How do you decide on the research priorities? 

P Based on market trends 

P i Based on recommendations by internal R&D division 

P Based on the guidance from TRI 

D Following the competitors 
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1.9 If you are conducting an R&D activity which of the following method you adopt? 

f" Conduct it by your own 

r~ Assign it to a foreing counetr part 

f" Conduct it with TRI 

• Conduct it with another R&D institute other than TRI 

n Do not spend on R&D projects 

1.10 What are the factors you consider when initiating an R&D program with an outside 
Institute? 

O Technical expertise 

P Reputation 

f" Confidentiality 

f~: In-plant technological capability 

1" All above 

1.11 TRI is having all above 4 criteria in Q 2.5 in conducting R & D activities. 

P" Strongly agree 

f~ Agree 

f" Fairly agree 
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PI All above 

1.8 Under which of the following circumstances you have requested support from TRI 

• Analytical work 

n New product development 

f" Technical information 

PI New machinery for manufacture 

F Not requested support at all 
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-92-

f Disagree 

P Strongly disagree 

1.12 What are the factors, which will prevent you requesting R&D assistance from TRI? 

• Lack of awareness about their technical expertise 

TI Fear of leaking confidential information to the competitors 

F Feel R&D is more expensive 

F Fear of failure 

f" All above 

1.13 You receive up to date research information from TRI 

F Strongly agree 

f Agree 

• Fairly agree 

JH Disagree 

P Strongly disagree 

PART 2- R & D STRATEGIES OF TRI 

Please indicate the importance of the following strategies 

2.1 Breeding & crop improvement 

F Very important 

C Important 

P Fairly important 

F Not significantly important 

P Not important at all 
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2.2 Improvement of land productivity 

P Very important 

r Important 

P Fairly important 

!" Not significantly important 

« P Not important at all 

2.3 Crop Management 

P Very important 

f" Important 

P Fairly important 

f" Not significantly important 

Pi Not important at all 

2.4 Post harvest technology 

P Very important 

f~: Important 

P Fairly important 

I" Not significantly important 

P Not important at all 

x 2.5 Resource planning 

P Very important 

f*1 Important 

P Fairly important 

f Not significantly important 

P Not important at all 
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2.6 Emphasis on value added teas 

H Very important 

f" Important 

F j Fairly important 

• Not significantly important 

f™l Not important at all 

2.7 Establishment of various standards related to pesticides/ chemical & microbiological 
parameters in tea 

n Very important 

• Important 

V Fairly important 

• Not significantly important 

f" Not important at all 

2.8 Certification of the product & process 

F : Very important 

fl Important 

f~: Fairly important 

• Not significantly important 

• Not important at all 

2.9 Conducting more research on health benefits of tea 

P Very important 

f l Important 

F : Fairry important 

• Not significantly important 

f" Not important at all 
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2.10 Active educational campaigns aimed at increasing awareness on health benefits of 
tea 

n Very important 

P" Important 

PJ Fairly important 

f" Not significantly important 

• Not important at all 

2.11 Establishment of fair trade policies in the tea industry 

n Very important 

P* Important 

V Fairly important 

P'i Not significantly important 

PI Not important at all 

2.12 How do you rank the total effectiveness of the TRI? 

n Very Effective 

• Effective 

V" Fairly effective 

PI Not significantly effective 

PI Not effective at all 

2.13 What do you think about the link between TRI & the industry? 

' 4 I 
V Very strong \ ^ 

PI Strong NiL',. 

r~; Average 

• Weak 

F Hardly any relationship 
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2.14 Overall are you satisfied the level of service provided by the TRI to the industry? 

V Highly satisfied 

F Satisfied 

F Fairry satisfied 

• Dissatisfied 

P! Highly dissatisfied 

Thank you for your assistance. 


