
Dedicated to My Father 

Library
Typewritten Text
DOI : 10.31357/fhssphd.2007.00710



Imbalances in the Location of Industries and Its Impact on 

Regional Development of Sri Lanka 

Do 

Dhammika Priyadarshani Withanage 

Lou, 

Thesis submitted to the University of Sri Jayewardanepura for the 

award of the Degree of Doctor of Philosophy in Economics 

on 14 th  February, 2007. 



Declaration 

The work described in this thesis was carried out by me under the local supervision of 

Professor P. Wilson, Professor of Economics, Department of Economics, University of 

Sri Jayewardanepura, and foreign supervision of Professor Sune Berger, Professor of 

Economic Geography, Karistard University, Sweden, and a report on this has not been 

submitted in whole or in part to any university or any other institution for another 

Degree/Diploma. 

Dharmika P.Withana'ge 
Lecturer 
Department of Economics 
University of Sri Jayewardanepura 
Sri Lanka 
' 	February 2007 



Certification 

I certify that the above statement made by the candidate is true and that this thesis is 

suitable for submission to the University for the purpose of evaluation. 

Professor P. Wilson 
Professor of Economics 
Department of Economics 
University of Sri Jayewardanepura 
140' February 2007. 



Certification 

I certify that the above statement made by the candidate i true and that 
this thesis is suitable for submission to the University for the purpose 
of evaluation. 

Karlstad, 21 of September 2007 

4:~ 

une Beger 
Professor 
Department of Human Geography 
Karlstad University 
Sweden 

Karlstad University, SE-651 88 Karlstad, Sweden 
Universitetsgatan 2. Telephone +46-54-7001741, Telefax +46-54-7001463. 
Postal giro 78 81 07-1 VAT no SE202100312001. www.kau.se  



Table of Content 

Table of contents 

Acknowledgement 	 VIII 

Abstract 	 IX 

List of tables 	 Iv 
List of figures 	 VI 
List of maps 	 VII 
List of annexure 	 VII 

Chapter One Introduction 

1.0 INTRODUCTION 1 
1.1 The Study Problem 2 
1.2 Objective of the Study 22 
1.3 Methodology 23 
1.4 Sources of Data 25 
1.5 Area of Study 27 
1.6 Limitations of the Study 28 

Chapter Two Related theories and review of literature 	 30 

2.0 INTRODUCTION 	 30 
2.1 Theoretical background 	 30 
2.2 Review of literature 	 48 



Chapter Three Industrialization policies in Sri Lanka 	 66 

3.0 INTRODUCTION 66 
3.1 Industrialization policies pre independence era 67 
3.2 Industrialization policies after independence 68 

3.2.1 	Industrialization policies during 1948 —1956 69 
3.2.2 	Industrialization policies 1956 —1 977 70 

3.3 Industrialization policies in an open economy 91 
3.3.1 	Industrialization policies during 1977-1994 92 
3.3.2 	Industrialization policies during 1994 —2006 102 

Chapter Four Regional Industrial Development Strategies 	112 
in Sri Lanka 

4.0 INTRODUCTION 112 
4.1 Manufacturing industrial structure and employment before the 113 

introduction of the decentralization policies 
4.2 Distribution pattern of manufacturing industries 118 

and employment 
4.3 Regional development policies in Sri Lanka 120 

4.3.1 	Two hundred garment factory programme 122 
4.3.2 	Fifty garment factory programme 123 

4.4 Industrial estates 126 
4.4.1 	Experiences of industrial estates in some other counties 127 
4.4.2 	Industrial estates in Sri Lanka 134 
4.4.2.1 	Industrial estates in the WP 142 
4,4.2.2 	Industrial estates in the NCP 145 

4.5 Evaluation of the industrial estate programme 148 

Chapter Five Regional Imbalances in Manufacturing Industries 	152 

5.0 INTRODUCTION 152 
5.1 Background Information of the Regions 152 
5.2 Basic data on manufacturing industries 156 

5.2.1 Ownership and the categories of industrial establishments 157 
5.2.2 Investment in industrial establishments 158 
5.2.3 Location of the head offices of industrial establishments 160 

5.3 Sources of main and other raw materials 161 



5.4 Marketing of main products and by products 	 163 

5.5 Operation of industrial establishments 	 165 
5.6 Advantages and the disadvantages of the location 	 168 
5.7 Requests for contribution from the government 	 173 

to minimize constraints 
5.8 Constraints obstructing the development of 	 177 

industrial establishments. 

Chapter Six Constraints Caused by Regional Imbalances 	180 
on Industrial Employment 

6.0 INTRODUCTION 180 
6.1 Characteristics of employees by sex 180 
6.2 Age structure of employees 185 
6.3 Education level of employees 187 
6.4 Employees details by place of residence 190 
6.5 Employee coinpetencies 191 
6.6 Method of recruitment 194 
6.7 Reasons for existence of vacancies 197 
6.8 Benefits to the employees 200 
6.9 Absenteeism 202 
6.10 Labour disputes 205 
6.11 Reasons for engaging temporary/causal employees 207 
6.12 Training requirements 211 

Chapter Seven 	Conclusion and Recommendations 213 

7.0 CONCLUSION 	 213 
7.1 Recommendations 	 227 

7.1. 1 Future Research Areas 	 232 

Bibliography 	 234 

Appendix 

Appendix I 
Appendix 2 



List of tables 

Table 1 .1 Regional distribution of industries and employment 
	

12 

in Sri Lanka(1990) 

Table 1.2 Gross Domestic Product shares at current factor cost prices 
	

17 

1996 - 2001 (percentage) 

Table 1.3 Average monthly household income 1995/1996 
	

18 

Table 1.4 Literacy rates by provinces 
	

20 

(Population of age 10 years and above) 

Table 3.1 Composition of imports selected years, selected years 
	

76 

Table 3.2 Export composition 
	

84 

Table 3.3 Annual growth rates (real) based on 1982 constant prices 
	

99 

Table 3.4 Composition of imports, selected years 
	

101 

Table 3.5 Annual growth rates (real) based on 1996 constant prices 
	

103 

Table 3.6 Export composition 
	

105 

Table 3.7 Import composition 
	

107 

Table 4.1 Manufacturing establishments and employment 
	

113 

in Sri Lanka (1990) 

Table 4.2 Manufacturing establishment and employment in 

WP and NCP (1990) 
	

115 

Table 4.3 Distribution of manufacturing industries and employment 
	

119 

by province (1993-1998) 

Table 4.4 Number of factories under the 200 Garment 
	

122 

Factory Programme 

Table 4.5 Factories under the 50 Garment Factory Programme 
	

125 

Table 4.6 Industrial estates in Sri Lanka 
	

140 

(Excluding districts in the WP and the NCP) 

Table 4.7 Industrial estates in the WP 
	

143 

Table 4.8 Industrial estates in the NCP 
	

146 
F' 

lv 



Table 4.9 Industrial structure and employment (2001) 
	

149 

Table 4.10 Distribution of manufacturing industries and employment 
	

150 

by provinces 1999-2004 

Table 5.1 Initial and current investment of industries in provinces 	158 

Table 5.2 Location of the head offices 	 160 

Table 5.3 Sources main and other raw materials 	 161 

Table 5.4 Marketing of main products and by products 	 163 

Table 5.5 Period of operation 	 165 

Table 5.6 Continuous Operation in industrial establishments 	166 

Table 5.7 The advantages of the location of industrial establishments 	168 

Table 5.8 The disadvantage of the location of the 	 170 

industrial establishments 

Table 5.9 Requests for the contribution from the government 
	

173 

Table 5.10 Views of industrialists about constraints on 	 177 
growth of industrial Establishments 

Table 6.1 Male and female employees in industrial establishments 	181 

Table 6.2 Industrial employees in provinces in Sri Lanka 	 183 

Table 6.3 Age distribution of employees in industrial establishments 	185 

Table 6.4 Education level of employees in industrial establishments 	187 

Table 6.5 Employee details by place of residence in 	 190 

industrial establishments 

Table 6.6 Different measures introduced for the 	 192 

improvement of labor efficiency 

Table 6.7 Reasons for continuous existence of vacancies 

of industrial establishments 

Table 6.8 Retention of employees in industrial establishments 	198 

Table 6.9 Fringe benefits to the employees 	 200 

Table 6.10 Provision of transport facilities to employees 	 201 

Table 6.11 Reasons for the absenteeism of employees 	 202 

in industrial establishments 

V 



Table 6.12 Incentives offered to employees for motivating attendance 

Table 6.13 Occurrence of labour disputes in industrial establishments 

Table 6.14 Impact of disputes on production process in 

industrial establishments 

Table 6.15 Reasons for engaging temporary/casual employee in 

industrial establishments 

Table 6.16 The required training at recruitment level 

List of figures 

Figure 1 .1 - The effects of a new production activity on a regions 

employment output and imports 

Figure 2.1. Center - periphery relationship as a balancing or an 

evening - out process 

Figure 2.2 The multiplier mechanism and the process of the 

circular cumulative growth 

Figure 2.3. Lewis's surplus labour model 

Figure 6.1 Efficiency level of employees in WP 

Figure 6.2 Efficiency level of employees in NCP 

Figure 6.3 Recruiting procedure of employees in WP 	(%) 

Figure 6.4 Recruiting procedures of employees in NCP (%) 

Figure 65 Reasons for temporary/casual employment in WP 

Figure 6.6 Reasons for temporary/causal employment in NCP 

11 

204 

205 

206 

208 

211 

31 

36 

44 

191 

191 

195 

195 

210 

210 

VI 



List of maps 

Map I WP 
Map 2NCP 

Appendix 1 

Table I Export composition (Rs.mn) 
Table 2 Annual growth rates (real) Based on 1996 constant prices 
Table 3 Export composition (US $ mn.) 
Table 4 Import composition (US $ mn.) 
Table 5 Percentage distribution of manufacturing industries in other provinces (1990) 
Table 6 Percentage distribution of manufacturing employment in other provinces (1990) 
Table 7 Establishment of industries 
Table 8 Type of industrial establishments 
Table 9 Definitions of industries 
Table 10 Brake down of the employees by sex at the inauguration of industrial 

Establishments 
Table II Teachers and pupils by provinces and districts 1998 - 2002(numbers) 
Table 12 University admission by province 1997/98 to 200 I/2002(numbers) 
Table 13 Views of the industrialists about the efficiency of the employees 
Table 14 Methods of recruitment of industrial establishments 
Table 15 Situation regarding the filling of existing vacancies 
Table 16 Number of existing vacancies 
Table 17 Problem of absenteeism 
Table 18 Residence of absenteeism 
Table 19 Period of highest absenteeism 
Table 20 Reasons for disputes in industries 
Table 21 States of employees in industrial establishments 
Table 22 Reasons for engaging employees in temporary/casual capacity 
Table 23 Insistence of training at recruitment level 
Table 24 Type of training facilities 
Table 25 Availability of training programme in industrial establishments 

Appendix 2 

Photo 1 	Industrial estate in Mihintale - Anuradhapura 
Photo 2 Industrial estate in Negampaha - Anuradhapura 
Photo 3 Industrial estate in Thambuththegama - Anuradhapura 
Photo 4 Industrial estate in Laksha-Uyana 

VII 



Acknowledgement 

I wish to thank the following individuals and institutions who helped me to complete this 

research on Doctor of Philosophy. I am greatly indebted to Professor M.M. Karunanayake, 

Professor Emirates, who functioned as the Project leader, SIDAISAREC Research 

Cooperation Project, until his retirement, for providing me the opportunity to undertake this 

study under the SIDA/SAREC Research Cooperation Project as a Ph.D candidate and Dr. 

Krishan Deheragoda who took over as project leader from Professor Karunanayake. 

My immense thanks go to Professor. P. Wilson, Professor of Economics, Department of 

Economics, University of Sri Jayewardanepura, who provided me with all the 

encouragement and guidance as my local supervisor, during certain instances by reviving 

my enthusiasm when I nearly failed in my endeavor. 

I should also exdent the gratitude to my foreign supervisor Professor Sune Berger, 

University of Karlstard, Sweden for guiding me through out my research study to make it a 

success. 

My sincere thanks also go to Dr. Clas Lingberg Lecturer, University of Uppsala, Sweden, 

and Coordinator SIDA!SAREC Research Cooperation Project providing me with all the 

facilities during my stay in Sweden. 

I would also like to thank the oflicials of Ministry of Industrial Development, Industrial 

Development Board, Board of Investment in Sri Lanka, Mahawelli Development Authority 

for the cooperation given by them during my study. 

My special thanks are due to Director Mr. D.C.A.Gunawardane, of Industry Division, 

Department of Census and Statistics, Director Mr, Darmapala of Industrial Development 

Center in Anuradhapura and Director Mr. Weerasekara of Industrial Development Board in 

Anuradhapura for giving me access to all the data relevant to the study. 

Thanks also to all industrialists in Western Province and North Central Province for 

obliging to help me by providing all the necessary information. Last but not the least I like 

to express my heartiest gratitude to my beloved father who made a silent contribution 

through out my educational career. 

VIII 



ABSTRACT 

Regional development has been the subject of considerable debate during the past few 

decades. Although it was anticipated that there would he favorable results in other areas 

consequent to the growth and expansion of industries in the economical more advanced 

region, empirical evidence from many developing countries has revealed that the backward 

regions did not appear to benefit significantly from expansion in the more advanced region. 

Therefore most countries expect a balanced industrial growth to uplift the living standards 

of regional population. 

Almost every government in Sri Lanka believed that more employment opportunities 

could be generated through the development of the manufacturing industries, and 

introduced various strategies to achieve this through the development of industries. 

However these policies aimed at high growth in more advanced region rather than 

distributional aspects. Some governments that came into power recently have observed the 

concentration of industries in one region and its consequences and focused their attention 

on the dispersal policy of industries. 

However, although the garment factory porgramme provided some solution to the 

problem of regional unemployment the infrastructure facilities provided to the industries 

under the industrial estates progrrnme failed to attract industrialists to backward regions. 

Therefore the purpose of this study is to identify the constraints that hinder the realization 

of regional development through industries. In order to examine these constraints too 

samples from the Western Province, which is developed region and the North Central 

Province, which is the backward region were selected. Field information has been obtained 

Ix 



basically through a questionnaire survey. The study is mainly based on the qualitative 

technique of data analysis. The results show that not only the industrialists in the backward 

region, but also those in the more developed region too face common problems with regard 

to industries. The identified constraints are more acute in the backward region. 

The findings of the study have revealed that industries cannot be developed solely 

through the provision of infrastructure facilities In addition to that lack of a developed 

market (foreign and local), scarcity of skilled labour, higher cost of production, and the 

competition from imports too remain the main obstacles to the growth of industries. 

Therefore these constraints have to be addressed at national level in the attempt to achieve 

regional development. However this study too reveals that the availability of resources, 

climatic changes, attitudinal changes and standards of living within different regions cannot 

be underestimated. 
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