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This paper empirically explores the determinants of export supply of value added
tea from Sri Lanka to Russia. At present the Russian tea market is rapidly growing
with emerging customer needs. The importance of a change from bulk tea exports
to value added tea products is highlighted in literature to face the challenges. But,
firms have failed to exploit the gap between the current and potential export
supplies. Hence, the objective of this study was to identify the favorable and non
favorable conditions of selected determinants of the long run supply of value added
tea for Russian export market from Sri Lanka. Secondary data were collected from
Sri Lankan tea board over the sample period, from 1986 to 2013 and analyzed using
double log regression model. The results showed that, the prices of value added tea
relative to bulk tea export prices to Russia, Colombo auction average prices, tea
production, Sri Lankan real exchange rates, tea export prices of Kenya were the
significant determinants at the 0.05 significant level, but not quantity of tea
imported to Sri Lanka. The favorable and non-favorable determinants were
identified using primary data collected through an online questionnaire survey. The
results revealed that, the increase of Sri Lankan real exchange rates and tea
production are favorable and increase of Colombo auction average prices, the
prices of value added tea relative to bulk tea export prices to Russia and tea export
prices from Kenya to Russia are not favorable. This suggests that the value added
tea exporters should consider pursuing export-oriented determinants while striving
to maintain specific strategies to grab the favorable conditions and overcome the
non favorable conditions.
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