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CHAPTER 1: INTRODUCTION 

 

Global economic environment shows very dynamic behaviour under critical financial 

conditions facing recessions and other issues. Great uncertainties on the financial 

stability show hardships even for the financial giants and cause the international 

competitiveness to be raised to their maximum heights. Countries are thriving to 

strategically gain the advantages through the technology development in every sector 

they are operating in. Technological advancement has become a key factor deciding 

country’s relative position in the global environment.  

 

It is very important to analyze and solve the issues pertaining to the technology if we 

wish to target a competitive edge for any industry and providing a comprehensive 

total solution. Sri Lanka is popular as an agricultural country from the past and 

secured a reliable competitive position. ‘Peradiga Dhanyägäraya’ is the renowned 

name given in Sinhala language to imply the meaning ‘global eastern grains’ store’. 

This study focuses on one of the spices – ‘Cinnamon’, which is providing a greater 

contribution to the Sri Lankan economy since many centuries back. Since there is no 

considerable development in the industry it is a timely important factor to analyze 

the existing situation focusing the technology and marketing issues and then come up 

with the improvements needed to develop the industry for the future progress. On the 

other hand identifying and suggesting the probable improvements is purely not 

enough. It should be coupled with a genuine intention and related strategies to 

upgrade the industry.  

 

Finding the most appropriate practical solutions is the most important factor and 

subsequently it becomes a challenge when it comes to the implementation stage in 

the real term. That will definitely help the industry to overcome the present operating 

level and contribute to Sri Lankan Gross Domestic Product (GDP) in a substantial 

manner. It is also necessary to emphasis on marketing aspects and to develop a long 

term sustainable strategy to maintain the market shares within the global competition 

in a consistent manner.    
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1.1 Background of the Study 

 

Sri Lanka the Spice Island is renowned for the spices export from time immemorial. 

Cinnamon, Pepper, Cardamom, Clove and Nutmeg are the major spices which has 

the export significance. Cinnamon (Cinnamomum verum syn. Cynnamomum 

Zeylanicum) is one of the oldest and the most significant spice grown and it was a 

popular spice in ancient Arab world. Firstly the Arabs and then the Europeans 

became the traders for Cinnamon and this brought Sri Lanka in contact with other 

parts of the world. It became a crucial turning point for the future aspects of the 

country. Cinnamon played a major role in the world’s history, by motivating the 

Christopher Columbus to discover the new world and Vasco de Gama to South India 

and Sri Lanka (Knox, Ihaystack). Traditionally known Cinnamon is the peeled 

Cinnamon bark rolled in to the quill form. 

 

Except ‘True Cinnamon’, almost all the other Export Agriculture Crops (EACs) are 

cultivated in many other countries in large bulk forms. Therefore Sri Lanka has 

maintained the comparative advantage over the Cinnamon industry at global level. 

For other spices comparative advantage lies in niche markets where intrinsic quality 

has become the main concern (Herath and Weerasinghe 2004, 12). 

 

A spice is ‘any dried plant product used primarily for seasoning purposes’ 

(American Spice Association c. 2010). Spices include tropical aromatics, leafy herbs, 

spice seeds and dehydrated vegetables which may be used to add aroma or flavour to 

food stuffs, beverages, pharmaceuticals, cosmetics and households and personal care 

items. They are occasionally used as the functional agents like air fresheners.  

 

Cinnamon is available in the following forms and respective grades in the current 

Cinnamon market; 

 Cinnamon Quills: Quills available in Continental (C), Mexican (M) and 

Hamburg (H) quality standards. It could take bale form and 

could be cut into any custom size. Following table shows the 

respective grading under each standard. 
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Table 1.1 : Cinnamon Standards and respective Grades 

Standard Respective Grades 

Continental grades Alba, C4, C5, C5 SP 

Mexican grades M4, M5 

Hamburg  H1, H2, H3 

 

 Cinnamon Quillings  

 Cinnamon Featherings 

 Cinnamon Chips  

 Cinnamon Powder  

 Cinnamon Leaf Oil 

 Cinnamon Bark Oil 

 

 

Cinnamon at present is the fourth most important exporting agricultural crop and the 

predominant export spice in terms of foreign exchange earnings in Sri Lanka. It was 

estimated to 25,294 ha of Cinnamon lands distributed in the entire country. About 

93,767 families with around 150,000 labour units are actively involved in Cinnamon 

cultivation (Bawappa et al. 2005, 7). Additionally Cinnamon leaf oil and Cinnamon 

bark oil industries also generate a notable income. 

 

Sri Lankan government emphasis in developing the Cinnamon industry by providing 

many supports such as provision of cash grants, extension and research inputs and 

assistance for Cinnamon based value added products. But there is no evidence of 

studies carried out to determine the total production to assess the Sri Lanka’s Total 

Cinnamon production. Anyway the economic research unit of Department of Export 

Agriculture (DEA) estimated this figure incorporating indirect methods.  
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There is a notable growth in the volume of Cinnamon exports during the last two 

decades, but not adequate enough when compared with the growth of export volume 

of Cassia (Figure 1.1), which is the competitor for Cinnamon market at global level. 

 

Figure 1.1 : Sample of Cassia 

By considering these different perspectives it has become indeed a requirement to 

strengthen the Cinnamon industry not only to support the economy but also to target 

the sustainable development in the long run.  

 

1.2 Research Problem 

 

Being an indigenous crop to Sri Lanka with diversified product ranges the Cinnamon 

industry doesn’t show a significant development. Cinnamon exporting was carried 

out for the wealth creation of the country from the past. Various countries 

incorporate Cinnamon products as a raw material for manufacturing other diversified 

products while the others use in the same raw form for final consumption. Being an 

inherited crop that is not possible to grow successfully in any foreign country, the 

comparative advantage it could provide to Sri Lanka is very high. From the Sri 

Lanka’s perspective the industry is operating at the same traditional level and it 

seems that the value of the entire industry has not been properly understood by most 

of the stakeholders even in a knowledge intensive era.  
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At the same time the authorities paying higher attention to improve similar exports 

and it has become an indirect reason for the failure of the industry too. It is not 

purely due to the open economic policies in the country but have many other reasons. 

Lack of concentration, poor returns due to the lack of quality, lack of new 

technological applications and variations in the international market conditions are 

some of the main reasons. It is also noticeable that Cinnamon plantation sector is not 

properly maintained, unproductive and the stakeholders are not motivated to involve 

in this industry considering the long term sustainability. 

 

The processing and manufacturing sector too faces many issues with regard to the 

industry and it incorporates the same old traditional methods. The peelers used to sit 

on the floor for hours and carrying out their jobs without considering quality 

standards & health conditions. This is the step where the Cinnamon bark gets mixed 

up with foreign materials from the environment and it causes directly to decrease the 

quality. Since this process is highly skilled and time consuming it has become the 

bottle neck for the entire industry performance (Figure 1.2). 

 

Figure 1.2 : Cinnamon Peeler at Work 

This process has evolved for a considerable period and it is socially and culturally 

accepted by many industry players. This has unfortunately become a hindrance for 

implementing the newly developed methods. High cost of new applications, lack of 

knowledge & poor confidence on return for investment, impracticability of the 

solutions are some of the problems foreseen on the other hand. However it is highly 

felt that the industry needs novel methods and new technology applications to 

improve the processing division.  
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Marketing and sales promotions plays a vital role for the success of any industry. 

The level of return is the most crucial factor and it needs to be given an improved 

attention. Inability to provide value added Cinnamon products in meeting global 

market conditions is the main disadvantage in penetrating to international market. 

Lack of strategies to prioritize and explore new market segments for Cinnamon has 

become the main challenge. It is evident that no proper actions were implemented for 

the Cinnamon promotion at national and/or international level up-to-date.  

 

The endeavours to build up an excellent brand image in providing uniqueness is also 

lacking in the global environment. The presentation of Cinnamon products 

incorporating new technological applications such as attractive packing, use of novel 

methods for distribution systems…etc. need to be inbuilt with in the marketing 

process. Evidently the importers are making higher margins through the same raw 

products imported without any value addition. Sometimes the only value addition 

incorporated is the addition of an attractive packing apparently. 

 

Obviously without the new technological applications and proper interlink among 

the value chain activities the industry performance couldn’t be upgraded. Therefore 

in reaching better solutions, it is vital to identify prevailing technological issues in 

the Cinnamon industry as a first move.  

 

If technological applications become obsolete as a result of unconformity to the 

situation, it will be ineffective resulting waste of money and time eventually. Hence 

identifying the best technological applications is a must to take the industry to a 

better place in the global market. It will not only become profitable but also saves 

some consistent activities in the long run. In implementing the most suitable 

technology solutions to the industry it is vital to identify the current state of the art 

technological availability. This will result in the identification of the gap between Sri 

Lankan and global technological levels if it is targeted in suggesting international 

technology transfer as an appropriate mechanism.  
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In summarizing most of the problems faced in the industry and incorporating the 

right type of technological applications means improving the productivity in a 

market oriented manner. Therefore finding overall issues through giving special 

emphasis to the technological and marketing aspects and then crafting exact 

application to satisfy the issues at global level are the vital needs in the current 

context. This entire concept should focus to carry out the entire Cinnamon industry 

to a better place with continuous growth in the future.  

 

1.3 Research Objectives 

 

By considering the contents of the research problem it is encouraged to form the 

following research objectives depending on the logical order of their attainment: 

 

Therefore the objectives of this research study are: 

 

Objective 1 : To identify the current situation of the Cinnamon industry in Sri 

Lanka by incorporating SWOT and PEST analysis 

 

Objective 2 : To identify the technological issues faced by the value chain players 

along with the marketing issues in the Sri Lankan Cinnamon Industry 

 

Objective 3 : To recommend policies and strategies to overcome technology and 

marketing problems prevail in Sri Lankan Cinnamon Industry 

 

Primary objective helps to identify the current situation of the industry through very 

popularly used two different analysis methods to have a better understanding of the 

entire industry. It denotes the finding out of the solution for ‘Where are we? 

(performing as an Industry)’ at the initial stage for helping the strategizing process. 

After finding out the present situation the special concern is given to the next step. 
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Secondary objective of the study is to identify the Technological issues associated 

with the value chain players along with the marketing problems in the industry. It has 

become a prime concern for the purpose of improving the productivity in all three 

main processes identified in the Value Chain (i.e.: Planting & Maintaining, 

Harvesting & Processing and Marketing & Sales) to get the competitive edge. It will 

provide a new form to the industry to take the direction in a more optimistic manner. 

 

Finally it will be explored with the right recommendations and policy strategies not 

only to drive industry to a profitable venture but also to open the eyes in the relevant 

way for the purpose of awakening this entire industry for the stakeholders. It will 

help to carry the Sri Lankan economy towards great heights through supporting to 

denote the solution for ‘Where we want to be? (as an entire Industry)’.  

 

1.4 Research Questions 

 

Depending on the above research objectives it could be directly formulate the 

following research questions to easily carry out the research.  

 

Question 1 : In which stage the Cinnamon industry is currently remaining in Sri 

Lanka? 

 

Question 2 : What are the technology issues faced by the value chain players along 

with the current marketing problems of Sri Lankan Cinnamon 

industry? 

 

Question 3 : What policies and strategies will help to better perform the Cinnamon 

industry in meeting the industry edge in Sri Lanka? 
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1.5    Scope of the Study    

 

The primary focus of this study is to identify the real causes, effects, issues and 

impacts associated with technological applications along with the marketing 

problems in the Sri Lankan Cinnamon industry. Since the entire industry is focused 

under this study, it becomes comprehensive aspect to focus all the value chain 

players in the industry where the processes may change even at local level. The value 

chain players includes Cinnamon cultivators, Peelers, oil producers both leaf oil and 

bark oil, Cinnamon fruit oil producers, Cinnamon flower processors, diversified 

value added product manufacturers and intermediates at various levels.  

 

For the convenience of studying the entire industry it was grouped in to 3 main 

processes according to the Michael Porter’s Value Chain Model highlighted in 

Figure 1.3 (Hindle 2008). Then the technological applications within each group will 

be thoroughly analyzed to have a better understanding of the issues and related 

impacts.       

           

Figure 1.3: Cinnamon Industry Processes : Adopted from Michael Porter’s  

Value Chain Model 

 

The entire industry is depicted as one interconnected chain with separate sections or 

phases of different areas. This will assist to identify most relevant issues in a more 

logical manner due to its completeness and it further facilitates to focus more within 

each sub section.  

Process II 

 
Processing & 

Manufacturing 

Process I 

 
Plantation & 

Harvesting 

Supporting facilities & activities 

Process III 

 
Marketing & 

Sales  
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Prior to suggest any improvement it is essential to identify the quality levels 

demanded by the customers. Sri Lanka is the only country exporting True Cinnamon 

for the entire world but there are no significant value added Cinnamon products 

manufactured at local level. The popular export product is in the form of quills and 

its quality is mainly decided by the importers to match their own quality standard. 

This process is taken place from many years back and nobody knows for what exact 

purpose they are being incorporated. That is the tragedy Sri Lanka is facing because 

it can’t be evaluated the final real economic value of this raw material under exports 

(Weerasinghe, Liyanage and De Silva 2006, 21-30). Therefore special attempt is 

taken in analyzing the diversified Cinnamon products manufactured by foreign 

countries and identifying similar possible value added product manufacturing.    

 

Therefore once the above requirements are fulfilled (i.e.: Data gathering and 

analyzing is completed) it helps to get a detailed idea about the entire industry and 

relevant technological issues along with the marketing aspects. Then it will become a 

great tool to design the most appropriate recommendations and necessary solutions 

for the industry’s sustainability.  

 

1.6 Significance of the Study 

It is evident in the history of Sri Lanka that the Cinnamon tree was considered 

similar to gold. There were rules imposed to execute the people who break even a 

branch of a Cinnamon tree. Also in the 16th century the first international agreement 

on agriculture trade was signed providing the base for the Cinnamon plantation. 

Accordingly the king of ‘Kotte kingdom’ had to supply 250,000 lbs for the 

Portuguese and in return the Portuguese governor had to protect the kingdom from 

the attacks by external parties. Eventually the Portuguese were enabled to build the 

Cinnamon supplying monopoly at international level by defeating the Arabs. In 1636 

this monopoly was owned by the Dutch and similarly from 1796 to 1833 it was 

under the English. But up to date Sri Lanka was enabled to secure the monopoly of 

supplying the world’s best Cinnamon (Bawappa et al. 2005, 1). Therefore it is easily 

understood the very close relationship prevailed in between the Cinnamon tree and 
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the Sri Lankan history and also how much it contributed to the entire economic path 

of the country. 

 

When considering the significance of this study it could be discussed through two 

different perspectives as follows: 

  

Empirical significance:  

 

Nowadays Sri Lankan government is focusing on a rapid development of the country 

since it completed the long lasted civil war prevailed for about 30 years period and 

headed the country to a distressed situation. Due to this reason it became a very 

difficult task to deal with the global economical trends. Because any country is now 

dependent on the exports and imports and their market area has broadened up to the 

international level. Therefore as a strategic movement it is focused to develop the 

entire Sri Lanka incorporating the theme “The Wonder of Asia” through analyzing 

every possible sector and paying higher weight to the agricultural sector. It 

incorporates a sub theme “Lets Grow and Build the Country” in this regards and 

fortunately this industry is in line with one of the government’s major concerning 

areas.  

 

Since Sri Lanka is positioned in a location where it is very conducive for agricultural 

sector, it has majorly driven towards the agriculture based economy. It has also 

become the reason for the comparative advantage of the country. Therefore this 

industry has a great potential for the development. But when considering the 

performance of this sector, it is not at the preferred level compared with the early 

stages.  

 

Cinnamon exporting has become a major component of the entire economy. It has 

secured the fourth most significant crop in foreign exchange from entire agricultural 

sector and the No. 1 among the spices exports as discussed above. Most of the 

Cinnamon cultivated lands are owned by small holder plantations. There are about 

250,000 Cinnamon cultivators and 400,000 Cinnamon sector employees in Sri Lanka 
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and 60,000 family units dependent directly on the Cinnamon industry being the main 

source of income (Rupasinghe 2011, 4-5). But the only product known to be 

exported is the Cinnamon quills with a length of 106.7 cm and weight of 45 kg. 

Although this product is able to secure a 90% market share in the global market this 

fact is not known by many locals as well. 

 

Apart from 2-3 products exported as Cinnamon value added products there is no 

considerable range of Cinnamon products although it has multi usages. Therefore it 

is clear that the Cinnamon is not promoted and no proper marketing strategies were 

undertaken to promote this industry at local & global levels. Cinnamon exporting is 

in the hands of very few entrepreneurs and they mostly achieve their export 

quantities through collecting the harvest from the small and medium holders 

(Ranasinghe 2011).  

  

There is no significant growth in the industry in technology applications at the most 

required time. Therefore it is very vital to conduct a technology audit and find out 

the most suitable technological applications at primary level. Implementation of 

these solutions will results in improving the productivity of the industry, 

employment generation, GDP of the country and the life style of people who are 

involved in the industry. On the other hand it allows the technological impotents of 

the plantation sector to take the necessary strategies in overcoming them. 

 

Through proper application of the technology it is expected to increase the 

productivity while reducing costs associated within the industry. This aspect is 

considered for the value chain phases separately and it will become an eye opener for 

Cinnamon value chain players to realize the significance of the new technology 

applications.  

 

The soil and the other climatic conditions being ideal for the Cinnamon plantation it 

is generally possible to obtain 470 kg/ ha of Cinnamon. But the Cinnamon Research 

Centre at Palolpitiya, Matara came up with two improved varieties with great results 
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providing more productivity for the industry. Therefore it is evident that there is a 

high potential for further improvement in the industry.  

 

Also the cultivation carried out in other parts of the country shows excellent results 

especially in Ratnapura and Negombo areas and as a result the sustainability could 

be guaranteed in continuous-increasing pattern with proper exploitation. The 

Cinnamon variety called “Pieris Kurudu” cultivated in Ratnapura area shows further 

developed characteristics. All these improved varieties could be introduced island 

wide for better results (Paligasnghe 2011). 

 

Some unexplored facts with respect to the manufacturing of Coca Cola soft drink 

which incorporates Cinnamon as the base chemical ingredient prevails and believed 

by many scholars. If it is found out, the potential of this industry to change the entire 

prevailing conditions in the country is unimaginable.  

  

Theoretical Significance: 

 

The importance of the theoretical significance is seeking the possibility of 

introducing a conceptual model. It could be used in the industry for the future 

purpose or in the case of analyzing the benchmarking possibilities with other or same 

industry related activities to improve the productivity in a more methodical manner. 

This would provide greater advantage to the industry to use it as a strategic tool to 

achieve required objectives and to gain the competitive edge at the time of practical 

implementations. 

 

These types of models also play an important role in an academic point of view not 

only to make use of it in future references to identify industrial behaviour but also to 

provide greater assistance to carry out  future research studies in a more successful 

manner.  
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1.7      Organization of the Study 

 

In presenting the findings of this research study it is outlined in to eight chapters in a 

logical order to facilitate the better understanding.  

Chapter wise it provides the following descriptive details: 

 

 Chapter 1 provides a basic introduction of the research study and the back 

ground. It lays the foundation for the study with the necessary areas to be 

focused.  

 

 Chapter 2 considers the Literature Review. It is for the purpose of reviewing the 

existing literature and any other related facts on exploring and findings of the 

research area. 

 

 Chapter 3 presents the Methodology adopted in the research study. It is focused 

in identifying the gap between the literature reviewed in Chapter 2 and the 

objectives which were drawn. Accordingly the relevant objectives, sampling 

techniques & sampling frame selection, methods of data collection & data 

analysis were determined.   

 

 Chapter 4 is the Situation analysis of the Cinnamon industry in Sri Lanka. It was 

discussed under three categories according to the Cinnamon value chain analysis 

steps as follows: 

1. Plantation & maintaining 

2. Harvesting and processing and  

3. Marketing & sales.   

This chapter discusses the findings from the semi structured questionnaires as a 

discussion guide. Situation analysis is carried out through the primary and 

secondary data gathered. 

 



- 15 - 

 

 Chapter 5 explains Data analysis and Interpretation. It includes two different 

analysis methods based on objectives of the study. Prime objective is satisfied 

through a partial inductive method and tried to identify technological issues or 

variables of the issues. Secondary objective is expected to be done through 

quantitative data analysis techniques. 

 

 Chapter 6 emphasizes Conclusions, Findings, Policy Recommendations & Future 

Research Directions. Conclusions are arrived through previous findings and the 

analysis, which was done through both inductive & deductive methods. Those 

conclusions will provide the outcome of the study and also provide the current 

situation of the industry.  

Recommendations are given as policies and strategies to the industry and to the 

relevant authorities as appropriate guide lines or decision making criteria to 

overcome technology problems. Here the researcher is not expecting to test any 

Hypothesis but wish to build the Hypothesis or proposition (tentative relation 

statement) from the study. 

 

Future Research Direction explores any future research opportunities found out 

while carrying out this research study. The direction is shown in two paths to 

carry out future findings under empirical and theoretical directions. These types 

of research become more important in the current competitive environment in 

providing substantial impact to the Sri Lankan economy.  

 

1.8  Limitations of the Study 

 

Due to the limitation of the resources such as time, money and skilled man 

power…etc., any researcher will come across certain limitations in conducting a 

research. This study also has such limitations of its own as discussed below: 

 

The sample population was selected to be within the Galle and Ratnapura district 

limits mainly due to the time constraints and ease of traveling.  Of course this is 
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directly linked with the cost aspects too. But Cinnamon value chain players are from 

almost all the parts of Sri Lanka and the crop is successfully grown in the coastal belt 

starting from Kalutara district up to the Hambantota district. Therefore it was 

assumed that there is no considerable change in the processes incorporated and the 

technologies adopted for the same value chain group within the industry.  

 

Following hindrances were also faced during the study: 

 

Cinnamon bark oil production incorporates a unique process and it significantly 

needs a technology improvement with respect to the traditional mechanism. It was 

observed that some individual stills have developed their own methods and 

technologies but are unwilling to share them. In such situations it was not possible 

for the data collectors and the researcher to collect required information. 

 

When collecting information regards to the total export of Cinnamon products by the 

existing suppliers in Sri Lanka it became unreachable task since the Export 

Development Board (EDB) and other authorized bodies are bound by the laws and 

the policies not to provide such information to any third party personnel. If those 

information gathered it would have been easily decided the competition level among 

the competitors. Therefore more valuable information with respect to the marketing 

aspects could be finalized for decision making process as well. 

      

It is not possible to carry out an economic or any other analysis of the Cinnamon 

being used by the various importers from foreign countries. Since there is no such an 

idea on how, when and in what quantities Cinnamon is exactly being used the study 

limits the value chain players at local level only. But this is indeed very essential to 

find out in strategic manner for future decision making. It is high time it should have 

a more organized and strategic mechanisms to develop more exports and assess the 

customer perceptions and their actual needs through proper market research at global 

level. This is also became a limitation for this research study. 

  


