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Abstract: The study explores leadership's role in promoting value addition, market diversification, and sustainability within Sri Lanka's
tea export industry. Findings reveal transformational leadership fosters innovation and employee engagement, while transactional styles
maintain operational efficiency. Challenges include resistance to change, limited investment in technology, and fragmented collaboration
across the value chain. Strategic alignment of value addition with sustainability initiatives, such as eco - friendly practices and organic
certifications, is essential for global competitiveness. Collaborative leadership emerges as a critical driver of long - term industry progress.
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1. Background of the Study

The tea export industry is a cornerstone of Sri Lanka’s
economy, contributing significantly to foreign exchange
earnings and employing over a million people directly and
indirectly (Central Bank of Sri Lanka, 2022). Known for its
high - quality orthodox black tea, the industry has been a
significant driver of economic stability and international trade
(Food and Agriculture Organization, 2021). However, in
recent years, the sector has faced numerous challenges,
including stagnating production, high operational costs, and
intensifying competition from emerging markets like Kenya
and Vietnam (International Tea Committee, 2022). While Sri
Lanka’s tea enjoys a strong global reputation, its reliance on
traditional bulk tea exports limits its ability to capture
premium markets, where value - added products such as
organic and specialty teas are increasingly in demand.
Addressing these challenges requires innovative strategies,
with value addition emerging as a critical pathway to
sustainable growth.

Historically, Sri Lanka’s tea industry played a vital role in
shaping the country’s socio - economic fabric. Tea production
and exports once dominated the agricultural sector,
accounting for a significant share of national income (World
Bank, 2021). However, global market dynamics have shifted,
with consumer preferences evolving towards premium, health
- oriented, and sustainable products. Despite its strong brand
equity in Ceylon tea, the industry’s inability to fully adapt to
these changes has hindered its ability to maintain a
competitive edge (Wijetunga & Dissanayake, 2020).

Additionally, Sri Lanka’s tea sector faces structural
challenges rooted in its dependence on traditional practices.
Most tea firms are family - owned and resist adopting modern
management practices, limiting their capacity to innovate
(Zoysa, 2019). These firms often lack exposure to global
market trends and remain isolated from technological
advancements that could enhance productivity and product
differentiation. As a result, the industry’s ability to capitalize
on lucrative international markets remains constrained,
exacerbating its reliance on bulk tea exports to traditional,
often unstable, markets (International Tea Committee, 2022).

2. Statement of the Problem

Despite its historic prominence in the global tea industry, Sri
Lanka’s tea export sector is losing ground due to several
systemic issues. High production costs, outdated practices,
and limited innovation constrain the industry’s ability to
compete with nations that have embraced modern agricultural
techniques and strategic market positioning. The heavy
reliance on bulk tea exports to traditional markets, many of
which are geopolitically unstable, further exposes the sector
to significant risks. Meanwhile, the global demand for
premium products, including organic and health - oriented
teas, remains largely untapped by Sri Lankan exporters. This
paper examines these challenges, focusing on how value
addition can enhance the industry’s competitiveness and
ensure long - term sustainability.

The fragmentation of the tea value chain also poses a
significant challenge. Producers, processors, and exporters
often operate in silos, leading to inefficiencies and a lack of
coordinated efforts to address emerging market demands.
This disconnect prevents the development of integrated
strategies for value addition and hinders the industry’s ability
to compete effectively on a global scale (Zoysa, 2019).
Moreover, limited investment in technology and
infrastructure exacerbates these inefficiencies, leaving the
sector ill - prepared to respond to shifting consumer
preferences (Wijetunga & Dissanayake, 2020).

Climate change further compounds the problem, affecting tea
yields and quality. Unpredictable weather patterns, rising
temperatures, and soil degradation have resulted in declining
productivity in many tea - growing regions. These
environmental challenges threaten the long - term
sustainability of Sri Lanka’s tea industry and highlight the
need for innovative, climate - resilient practices (Food and
Agriculture Organization, 2021).

Another pressing issue is the reluctance of many stakeholders
to embrace digital transformation. While competitors like
Kenya have successfully adopted e - commerce platforms and
data - driven marketing strategies to expand their market
presence, Sri Lanka has been slow to adopt such technologies.
This lag undermines the industry’s ability to reach global

Volume 14 Issue 1, January 2025
Fully Refereed | Open Access | Double Blind Peer Reviewed Journal
WWW.ijsr.net

Paper |D: SR25117155814

DOI: https://dx.doi.org/10.21275/SR25117155814 894


http://www.ijsr.net/

International Journal of Science and Research (1JSR)
ISSN: 2319-7064
Impact Factor 2024: 7.101

consumers directly and capitalize on the growing demand for
customized and premium products (International Tea
Committee, 2022).

The lack of focus on branding and marketing is also evident.
Despite the strong global reputation of Ceylon tea,
insufficient investment in branding initiatives limits its ability
to differentiate itself in crowded international markets.
Effective branding could help Sri Lanka tap into high - value
segments and build long - term consumer loyalty, yet this
remains an underutilized aspect of the country’s tea export
strategy (World Bank, 2021).

Addressing these challenges requires a comprehensive
approach that integrates value addition, sustainability, and
strategic leadership. Without such efforts, the Sri Lankan tea
industry risks further erosion of its competitive edge and
continued reliance on low - margin bulk exports.

3. Objectives of the Study

The primary objective of this study is to explore strategies for
value addition in the Sri Lankan tea industry to enhance
market diversification and sustainability. This research aims
to analyze how leadership practices and innovative
approaches can drive the adoption of value - added products,
such as organic and specialty teas, to meet evolving global
consumer demands. Furthermore, the study seeks to identify
the challenges and opportunities associated with market
diversification and propose actionable strategies to promote
sustainable growth in the tea sector. By focusing on these
aspects, the study aspires to provide a comprehensive
framework for enhancing the industry’s competitiveness and
resilience.

4. Literature Review

Theoretical Framework

Leadership theories have evolved significantly over time,
reflecting the complexity and dynamism of organizational
contexts. Early trait theories emphasized inherent
characteristics that distinguished leaders from non - leaders
(Bass, 2008). However, contemporary perspectives, such as
transformational and situational leadership theories, highlight
the importance of adaptability and the ability to inspire and
motivate teams (Horner, 1997). The Excellence in Leadership
(EIL) Framework, which focuses on strategic vision,
emotional intelligence, and ethical leadership, provides a
robust theoretical foundation for understanding leadership’s
role in fostering value addition and market diversification in
the Sri Lankan tea industry.

Conceptual Framework

The study’s conceptual framework integrates
transformational, transactional, autocratic, and situational
leadership styles to examine their relevance in driving value
addition and sustainability. Transformational leadership
emphasizes innovation and employee empowerment, while
transactional leadership focuses on achieving efficiency and
maintaining quality standards (Schofer et al., 2012).
Autocratic  leadership, though less flexible, ensures
compliance with regulatory and operational requirements,
whereas situational leadership adapts strategies to specific

contexts. These frameworks collectively provide a lens to
evaluate leadership’s role in enhancing competitiveness and
resilience in the tea sector.

Challenges in the Tea Export Industry

The tea export industry faces multifaceted challenges,
including declining productivity, high production costs, and a
lack of innovation. Structural issues such as aging
infrastructure and fragmented value chains exacerbate these
problems (Wijetunga & Dissanayake, 2020). Additionally,
global competitors like Kenya and Vietnam have embraced
modern agricultural practices and digital marketing strategies,
leaving Sri Lanka lagging behind (International Tea
Committee, 2022). These dynamics necessitate effective
leadership that prioritizes strategic innovation and value
addition.

Value Addition and Market Diversification

Global market trends indicate a growing demand for value -
added tea products, including organic, flavored, and ready -
to - drink teas. The ability to cater to these niche markets
requires strategic branding, innovation, and adherence to
sustainability standards (Liyanage, 2017). Value addition not
only enhances profitability but also reduces dependency on
bulk tea exports, which are vulnerable to price fluctuations
and geopolitical risks.

Leadership in the Global and Domestic Context

Globally, effective leadership in agriculture - based industries
often involves leveraging strategic direction and fostering
collaboration. Studies on Kenya’s tea sector underscore the
role of strategic leadership in navigating market uncertainties
and improving factory performance (Chikamai &
Makhamara, 2021). Domestically, Sri Lankan leaders like
those at Lumbini Tea Factory exemplify transformational
leadership by integrating innovation, branding, and employee
engagement to enhance competitiveness (Liyanage, 2017).

5. Research Methodology

This study adopts a qualitative research approach to gain in -
depth insights into strategies for value addition in the Sri
Lankan tea industry. The phenomenological method is
employed to explore the lived experiences of industry leaders
and stakeholders. Data collection involves semi - structured
interviews with key stakeholders, including owners of export
firms, managers, and industry experts. Data was gathered
from 40 export organizations in Sri Lanka, providing a
comprehensive understanding of the leadership practices and
challenges within the sector. The sampling method is
purposive, targeting individuals with significant decision -
making authority. Ethical considerations, such as informed
consent and confidentiality, are prioritized throughout the
research process. Data analysis employs thematic coding to
identify patterns and draw meaningful conclusions.

In addition to interviews, secondary data sources such as
industry reports, market analyses, and academic publications
were reviewed to triangulate findings and provide a broader
context for the study. This combination of primary and
secondary data ensures a robust and comprehensive analysis
of the strategies for value addition and market diversification
in the Sri Lankan tea industry.
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6. Findings

The summarized insights obtained from the tea export leaders
via an interactive questionnaire designed in accordance with
the phenomenological approach are depicted under
Excellence in Leadership (EIL) framework as follows:

EIL Pillar
Self -
Leadership

Key Insights
Driving Innovation: Transformational leaders
foster innovation and engagement, promoting
value - added products like organic and specialty
teas.

Operational Excellence: Transactional
leadership ensures quality standards and
efficiency critical for niche market
competitiveness.

Limitations in Style: Autocratic tendencies in
some family - owned firms restrict adaptability
and responsiveness to global market trends.
Overcoming Resistance: Resistance to change
and lack of structured training hinder team
readiness for value addition and market
diversification.

Building Capabilities: Emphasis on digital
transformation and branding to enhance team
effectiveness in premium market engagement.
Collaboration Challenges: Fragmented
production processes and inadequate cross - team
cooperation limit innovation and value chain
alignment.

Sustainability Alignment: Leaders focus on eco
- friendly practices, certifications (organic, fair
trade), and innovative packaging to appeal to
CONSCious consumers.

Barriers to Progress: Resource constraints and
inconsistent adoption of global sustainability
standards slow industry - wide improvements.
- Strategic Collaboration: Strong collaborative
leadership across the value chain is vital to
achieve sustainable growth and global
competitiveness.

Team -
Leadership

Organizational
Leadership

Nature of Leadership in the Tea Industry

The findings reveal that leadership in the Sri Lankan tea
export industry is increasingly focused on value addition as a
pathway to sustainability. Transformational leaders drive
innovation and employee engagement, enabling the
production of premium, value - added tea products such as
organic and specialty teas. Meanwhile, transactional
leadership ensures operational efficiency and adherence to
quality standards essential for maintaining competitiveness in
niche markets. However, some family - owned firms still
exhibit autocratic tendencies, which can limit adaptability and
responsiveness to global market demands.

Challenges in Value Addition and Market Diversification
The industry faces systemic barriers to value addition,
including resistance to change, limited investment in
technology, and a lack of structured training programs
tailored to value - added production. Leaders often grapple
with  insufficient resources to implement digital
transformation and branding initiatives that are critical for
accessing premium markets. Additionally, inadequate
collaboration across the value chain and the fragmented
nature of production processes hinder efforts to develop and
market differentiated tea products effectively.

Strategic Vision and Sustainability Initiatives

Leaders in the Sri Lankan tea industry are increasingly
recognizing the importance of aligning value addition with
sustainability initiatives. The adoption of eco - friendly
farming practices, certifications for organic and fair - trade
products, and innovations in packaging are identified as key
strategies for appealing to environmentally conscious
consumers. However, inconsistent implementation of these
strategies due to resource constraints and limited exposure to
global sustainability standards continues to challenge the
industry’s progress. Collaborative leadership across the value
chain is seen as crucial for achieving long - term sustainability
goals.

7. Summary of Findings

The study underscores the critical role of leadership in
promoting value addition and market diversification in the Sri
Lankan tea industry. Effective leadership practices, such as
fostering innovation, embracing digital transformation, and
prioritizing sustainability, are essential for enhancing
competitiveness. However, the industry’s reliance on
traditional practices and resistance to change hinder progress.
Addressing these gaps requires targeted interventions in
leadership development and strategic planning.

8. Recommendations

To strengthen value addition and market diversification in the
tea export industry, the following recommendations are
proposed:

It is recommended to implement structured training programs
focused on modern leadership practices, digital
transformation, and global market trends. Such training
programs should be tailored to equip leaders with the skills
and knowledge necessary to navigate the complexities of the
global tea market. This includes understanding emerging
consumer trends, integrating advanced technologies, and
fostering innovative practices within their organizations. By
providing  continuous education and development
opportunities, leaders can effectively drive their firms toward
achieving value addition and market diversification.

Foster a culture of innovation by encouraging leaders to adopt
transformational and situational leadership styles is
recommended as innovation is a critical driver of value
addition. Fostering a culture that prioritizes creativity and
adaptability can significantly enhance the competitiveness of
Sri Lankan tea. Leaders must be empowered to explore new
product ideas, develop unique blends, and invest in research
and development. Situational leadership allows for flexibility
in decision - making, ensuring that strategies are aligned with
specific market demands and organizational goals.

It is further recommended to enhance collaboration across the
value chain to improve efficiency and quality standards.
Effective value addition requires seamless coordination
among growers, processors, exporters, and marketers.
Encouraging partnerships and knowledge - sharing across the
value chain can streamline processes, reduce waste, and
ensure that high - quality standards are maintained throughout
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production. Collaborative efforts can also help address
common challenges, such as supply chain inefficiencies and
resource limitations, fostering a more resilient industry.

It is recommended to invest in sustainable practices to address
environmental challenges and meet consumer preferences for
ethical products. Sustainability is increasingly becoming a
competitive differentiator in global markets. By adopting eco
- friendly farming methods, reducing carbon footprints, and
obtaining certifications such as organic or fair - trade labels,
Sri Lankan tea producers can attract environmentally
conscious consumers. Investments in sustainability also align
with long - term goals of resource conservation and climate
resilience, ensuring the industry’s future viability.

Develop branding and marketing strategies to position Sri
Lankan tea as a premium product in high - value markets is
strongly recommended. Strong branding can differentiate
Ceylon tea from competitors and establish it as a sought - after
product in premium segments. This includes creating
compelling narratives around the tea’s heritage, quality, and
unique characteristics. Digital marketing platforms,
storytelling techniques, and strategic partnerships with global
distributors can amplify Sri Lanka’s brand presence and
expand its reach to lucrative markets such as Europe and
North America.

9. Conclusion

Leadership is a pivotal factor in determining the success of
the Sri Lankan tea export industry. By aligning leadership
practices with global market demands and fostering a culture
of innovation and sustainability, the industry can overcome
its challenges and secure a competitive edge. Effective
leadership not only empowers organizations to adapt to
changing consumer preferences but also drives the
development of value - added products that cater to high -
value niche markets, including organic and specialty teas.

Furthermore, fostering collaborative efforts across the value
chain can bridge the existing gaps in production and
marketing, ensuring a consistent supply of high - quality
products to international markets. The integration of digital
transformation and sustainable practices into the industry’s
operations can enhance its resilience and long - term viability.
As the global demand for ethical and environmentally
friendly products continues to grow, Sri Lanka’s tea industry
stands at a critical juncture where visionary leadership and
strategic initiatives can unlock unprecedented growth
opportunities.

This study contributes valuable insights for industry
stakeholders, policymakers, and researchers by emphasizing
the need for adaptive and forward - thinking leadership to
drive value addition, market diversification, and
sustainability. By adopting these strategies, the Sri Lankan tea
industry can strengthen its global position, achieve economic
resilience, and secure a sustainable future.
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