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ABSTRACT

The selection of a location for a manufacturing plant is a foremost decision which has to be
made by an industry. This decision is influenced by numerous location determinants such as
raw materials, transport labor, utility and infrastructure, etc. Elevated magnitudes of the
exerting powers and the collective effects of different location determinants in a particular
locality create economic agglomeration and it generates numerous positive and some
negative externalities in their economies. Even if the number is less, the influences are more
awful with the negative externalities. Western Province of Sri Lanka is also experiencing
this.

Therefore, any plan introduce to the region should crop up with effective planning activities
to achieve the expected industrial development. At present, a development project named
“Western Region Megapolis Project” (WRMPP) which hopes to complete in 2030 and
estimated to spend 40 billion USS, is at the planning stage. With this, two industrial cities
will be developed in Horana and Meeerigama. Thus, it is very much important to find the
major location determinants and to investigate whether this project is compatible with them,
at this planning stage of it.

Hence, this study was carried out to diagnose the major determinants of industrial location
in the Western Province of Sri Lanka and then to investigate whether the WRMPP is
compatible with those. For that, the district of Colombo which shows the highest industrial
agglomeration was selected as the case study area. Considering different types of industries,
disproportionate stratified sampling method was used to select the sample. After reviewing
the literature, a number of determinants were identified and a questionnaire was prepared by
including those. Questionnaire and Key Informant Interviews were used to collect the
primary data from the representatives of the selected industries and the relevant
organizations. A Frequency Distribution Analysis was conducted to identify the key
determinants of industrial location. Then a context analysis was conducted to investigate the
compatibility of the project with those major location determinants.

According to the results; utilities/ infrastructure, market, transportation and quality of life
were identified as the major determinants. Existing and the planned developments for the
two industrial cities at Horana and Meerigama under the WRMPP were considerably
compatible with most of the sub factors of the major location determinants, but according to
the available facts, some factors belong to utilities/ infrastructure such as the attitudes of the
utility agents and the cost of fuel, some factors belong to transportation such as water way
transportation in the industrial area and some sub factors belong to the marketing facilities
such as income trends, consumer characteristics, location of competitors, etc. have not been
considered. Therefore, it is impossible to state that the WRMPP is highly compatible with
the major location determinants of the industries in the Western Region of Sri Lanka. To
obtain more precise results, further studies should be carried out by increasing the sample
size and the number of determinants or by sub dividing the major determinants and also
assessing the compatibility of the WRMPP after completing the project.

Keywords: Industrial location determinants, Western Region Megapolis Project,
Industrial city.



TABLE OF CONTENTS

CHAPTER — 01 .ttt 1
INTRODUCTION ...ttt et 1
1.1 Background of the Study ... 1
1.2. Research Problem..........cccccieiiiiiiinni e 3
1.3. Objectives of the STUAY......coueveiiiiririece e 4
1.4. Method of the Study......c.ceiiiriee e 5
1.5. Scope and Limitations of the study........c.ccovveeiennnncciinnneeccneen 5
1.6. Framework of the Study ........ccccoeeiiieii e 6
1.7. FIoW Of the StUAY ....ceeuveeeeeeeeeeeeee e 7
1.8. SUIMMATY ...ttt s b et nes 8
CHAPTER — 02ttt 9
LITERATURE REVIEW ...ooiiiiiittteeteieeeie ettt 9
2.1. INErOAUCHION ...t 9
2.2. Factors Considered in the Conventional Theories of Industrial Location
..................................................................................................................... 9
2.2.1. Von Thilnen’s ThEOTY .......ccoovrrriereirreee e 10
2.2.2. WEDEI’S TREOTY ...t 10
223 Additions of the Conventional Industrial Location Theories............. 12
2.3. Industrial Location Factors Considered in Industrial Location Theories
and the empirical StUies ........ccovvueeiinnriec e 13
2.3.1. RaW MaterialS ......cccoeirieiirieiecee ettt 14
2.3.2. TTaNSPOTLALION .......vvvirieteirieeetee et 15
2.3.3. IMATKET ...ttt 17
2.34. LabOT . 19



2.3.5. Personal Preferences ... 20
2.3.6. COMIMUNILY ...ttt 21
2.3.7. Utilities and Infrastructure ..........cocoeeevveeieieinninreccrreec e, 22
2.3.8. TaAX INCENEIVES ...ttt 23
2.3.9. QUAlity OF Life ..o 23
2.3.10. Government INTEIVENTION. ......c.ceveuererrierrieieireree e 24
2.3.11. Existing Industries/ Industrial CIUSters ..........ceoeoervireeeennnirieccnnes 26
2.3.12. Less Stringent Environmental Regulations.........c.cococeeeevnneccccnninnee 28
2.3.13. Water Availability ... 28
2.3.14. Land. ..o 29
2.3.15. SATRLY .o e 30
2.3.16. CHMALE.... vttt 30
2.3.17. CaAPTLAL ... e 31
2.3.18. Other FACLOTS.......c.cviuieiiiieiciiieeeiessrs e 31
2.4. SUMMATY ....cvviirieereerre et es 32
CHAPTER — 03 ..ottt 33
RESEARCH DESIGN......oiiiiititiicitieieieeieieieteestssse et nene 33
3:1. INtrOAUCTION ...ttt 33
3:2. Research QUESHION.......c.civueirieiieeeece e 33
3:3. AIM 0F the StUAY ....ceviiiiiicec e 33
3:4. Objectives of the Study......ccccceeveiiriiri e 34
3:5. Research Strategy .......covveueeorrieieeerereeec e 34
3:6. SAMPING ...t 37
3:7. MEthOOIOZY ....cveeeviiiririeeeee et 38
3:8. SUMMATY ...ttt 40

vi



CHAPTER — 04....ooee ettt s 41

DATA COLLECTION, ANALYSIS AND DISCUSSSION.......ccccceceuermrerernrernnnnnn 41
4.1. INErOAUCTION ..t 41
4.2. Case StUAY ATCA .....c.vvviiiiiieieiieeirere st 41
4.3. Data COlLECHION ...ttt 45
4.4. Data ANALYSIS...cccoviueuieiiririeieee et 46
4:5. Results and DISCUSSION ........ccceiueeueieieieiireiiirers e 47
4.5.1. Food and Beverage INAUSIIIES ........cccovveveerirnieieicininneecereecceeas 47
4.5.2. Textile and Apparel INAUSIIIES .......covvevevirerereiiiccccceccceeeeeies 48
4.5.3. Paper and Paper Products Industries............cccoeeeueueeiennnncnnneene 49
4.54. Wood and Wood Products Industries ............cccceeeeeeenennennenenenes 50
4.5.5. Chemicals /Petroleum/ Rubber /Plastic Industries..........c.cccoveeeuences 51
4.5.6. Metal Products INdUSLIIes.......covveueuirirninieiiiniireccenrcc e, 52
4.5.7. Non — Metal Products INdUSHIies .........ccovverreerirrrrrcccccceee 53
4.5.8. Other INAUSIIIES .....oueveveiiieiiiieieiieie e 54
4.5.9. Major Determinants of Industrial location............cococevevevrricecnninee 55
4.5.10. Compatibility of the WRMPP with the Major Industrial Location
Determinants in the Ar€a...........cccceeeeeereeninennnesssseee e 59
4.5.10.1. Western Region Megapolis Plan (WRMPP) ... 59
4.5.10.2. Industrial City at HOrana ........c.ocoeeennieiinnincecncceneneeeen, 59
4.5.10.3. Industrial City at Meerigama ..........cccovueveveennirieieeenininniereceseseeeieienen. 62
4.5.10.4. Compatibility of the WRMPP, relevant to the Major Location
Determinants of Industries in the Western Province of Sri Lanka ... 64
4.6. SUMIMATY ...ttt es 69
CHAPTER — 05 ...ttt 70
CONCLUSIONS AND EXTENTIONS ....c.coiiiiiierrrsreseese e 70

vii



REFERENCE ...ttt st 73
BIBLIOGRAPHY ..ottt 82
APPENDIXES ...ttt 88

Appendix A: Questionnaire to Identify the Major Industrial Location
Determinants in Colombo. ..........ccveerireireiinieeneeeeeeeeeeree e 88

Appendix B: Relative frequencies of the major Location Determinants of Different

Categories of industries in Colombo .........cccecvveeineenvennereereee 93
B.1. Relative frequencies of the major Location Determinants of Textile and
Apparel industries in Colombo........cooeevirrieieiinnreeeeeeeees 93
B.2. Relative frequencies of the major Location Determinants of Paper and
Paper Products industries in Colombo...........ccceoevrreeeicnnnicccnennes 94
B.3. Relative frequencies of the major Location Determinants of Wood and
Wood Products industries in Colombo..........ccccoevvneeecnninicecnnenee 95
B.4. Relative frequencies of the major Location Determinants of
chemicals/petroleum/rubber /plastic industries in Colombo ............. 96
B.5. Relative frequencies of the major Location Determinants of metal
products industries in Colombo.........c.covveevnnieeiinneee 97
B.6. Relative frequencies of the major Location Determinants of non metal
products industries in Colombo.........c.oveeiinrrniinreeee 98
B.7. Relative frequencies of the major Location Determinants of other
industries in ColombO........ccceiveirieiriree s 99

Appendix C: Compatibility of the Horana Industrial City with the Major ~ Location

Determinants of INAUSHIIES .......ccovveieiiiciecieceeeeeeees 100
C.1. Planned activities under WRMPP to develop utility and infrastructure
facilities in Horana Industrial City area ...........ccccceovvveeeeenrieneennen. 100
C.2. Planned activities under WRMPP to develop transport facilities in
Horana Industrial City area...........cccooveueeenennseeereeees e 101
C3. Planned activities under WRMPP to develop marketing facilities in
Horana Industrial City area..........ccccooveueeenennreeernseees e 102
C4. Planned activities under WRMPP to develop the quality of life in
Horana Industrial City area..........cccccovreeeinnreeereeee e 103

viii



C.s.

C.6.

C.7.

C.s.

C.9.

C.10.

Appendix D:

D.1.

D.2.

D.3.

D.4.

D.s.
D.6.

D.7.

D.8.

Appendix E:

Expected land use of the Horana City center with the planned
AEVEIOPIMENLS. ....ceiiiecieiiirete et 104

Locations and a conceptual plan of a Secondary Service Center ... 105

Location of the Horana Industrial City, the Port and the Logistic
COTTIAOT. ...ttt 106

Conceptual land use plan of the Poruwadanda industrial cluster in
Horana Industrial City .......ccccovveereoinirrreecreee e 107

Conceptual land use plan of the Millaniya industrial cluster in Horana
INAUSHIAL CILY ..ot 107

Conceptual land use plan of the Moragahahena industrial cluster in
Horana Industrial City .......cccoovveeeeeininrreeceeeese e 108

Compatibility of the Meerigama Industrial City with the Major
Location Determinants of Industries..........ccococeevvevveevrecnrncnrineenen 109

Planned activities under WRMPP to develop utility and infrastructure
facilities in Meerigama Industrial City area...........cococovveveinenccnenee 109

Planned activities under WRMPP to develop transportation in
Meerigama Industrial City area..........coceoeeeenirrreceennseeeceere e 110

Planned activities under WRMPP to develop Market facilities in
Meerigama Industrial City area..........cocooeeeenirrreieennrececere e 111

Planned activities under WRMPP to develop quality of life in

Meerigama Industrial City area........c.coceoeeeenirrreiienrneeeceere e 112
Existing situation in the Meerigama Industrial City area................. 113
Zoning plan at the city center of Meerigama..........cccoceeeeerrereenennnc. 114

Conceptual plan of one of the industrial clusters in the Meerigama
INAUSLIIAL Gty oo 115

Location of the Meerigama Industrial City, Port, Air port and the
LogiStic COTTIAOT ....cueuiiieieeeiieririete et 116

Planned activities under WRMPP to develop the
market facilities in the Western Region .............. ... 117



LIST OF TABLES

Table: 2.4.3.1.
Table: 3.6.1:

Table: 4.2.1.:

Table: 4.5.1.1:

Table: 4.5.9.1:

Table: 4.5.10.4.1.

Table: 4.5.10.4.2.

Table: 4.5.10.4.3.

Table: 4.5.10.4.4.

Relative Importance of Location Factors

Appropriateness of different research methods

District wise Distribution of the Industries in Sri Lanka
2010-2014

Relative frequencies of the determinants which have highly
Influenced the location of food and beverage industries

Influence Levels of different Determinants on
Industrial Location

Availability of existing and planned developments in
industrial cities relevant to different sub factors of
utility and infrastructure

Availability of existing and planned developments in
industrial cities relevant to the sub factors of transportation

Availability of existing and planned developments in
industrial cities relevant to the sub factors of market

Availability of existing and planned developments in
industrial cities relevant to the sub factors of quality of life

LIST OF FIGURES

Figure: 1.1.1. District wise distribution of the industrial
enterprises — 2014

Figure: 3.5.1. Framework of the Study

Figure: 3.9.1. Flow of the study

Figure: 2.3.4.1.
Figure: 2.3.10.1.
Figure: 4.2.1.

Figure: 4.2.2.

Determinants of international industrial location
Role of the government on industrial location
Location of Colombo in Sri Lanka

Location of Industries in Colombo District- 2015

18
37

44

47

55

65

66

67

68

19

26

42

45



Figure

Figure

Figure

Figure

Figure

Figure

Figure

Figure

Figure

Figure

Figure
Figure

Figure

Figure

:4.5.1.1.

:4.5.2.1.

:4.5.3.1.

:4.5.4.1.

:4.5.5.1.

:4.5.6.1.

:4.5.7.1.

:4.5.8.1.

:4.5.9.1.

:4.5.10.2.1.

:4.5.10.2.2.

:4.5.10.2.3.

:4.5.10.3.1.

:4.5.10.3.2.

Relative Frequencies of location determinants - food and
Beverage Industries

Relative Frequencies of location determinants —
Textile and Apparel industries

Relative Frequencies of location determinants —
Paper and Paper Products industries

Relative Frequencies of location determinants —
Wood and Wood Products industries

Relative Frequencies of location determinants —
Chemicals /Petroleum / Rubber / Plastic Industries

Relative Frequencies of location determinants —
Metal Products Industries

Relative Frequencies of location determinants —
Non- Metal Products industries

Relative Frequencies of location determinants — Other
Industries

Average frequencies of the responses related to different
Location determinants

Existing situation of the selected area for
Horana Industrial City

Existing industries in Horana
Conceptual Plan of the Horana Industrial City

Existing situation of the selected area, to develop the
Industrial City at Meerigama

Conceptual plan of the industrial city development at
Meerigama

48

49

50

51

52

52

53

54

58

60

61

61

62

63

Xi



