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BACKGROUND

The Economic Governance Index (EGI) study in Sri
Lanka follows on the success of similar studies The Asia
Foundation has carried out in Indonesia, the
Philippines, Vietnam, and Cambodia. By helping to
identify and facilitate an understanding of government-
influenced constraints to private sector development and
economic growth, the EGI assists both private and
public sectors in their efforts to improve the business
environment at the local level.

For the first time in Sri Lanka, the EGI has facilitated
the measurement of the enabling environment for
private enterprise. Focusing at the local level, it covers
all 48 municipal and urban council localities of seven
provinces. The Northern and Eastern provinces were
intentionally excluded due to logistical constraints. The
absence of peace and order made it impossible to
conduct the research in these areas. This study focuses
primarily on the country’s urban constituencies. The
comparative analysis of local economic governance is
based on 10 sub-indices: (1) Registration, Permits, and
Licenses; (2) Land Access and Property Rights; (3)
Transparency and Participation; (4) Regulatory
Environment, Compliance, and Cost; (5) Infrastructure
and Business Services; (6) Tax Administration, Burden,
and Services; (7) Legal Institutions and Conflict
Resolution; (8) Government Attitude toward Business;
(9) Informal Charges, Favouritism, and Discrimination;

and (10) Crime and Security.

Data collection was a threefold process that included:
(1) an interviewer-administered structured questionnaire
targeted at the private sector; (2) a series of interviews
among Local Authority officials and experts in all 48
localities; and (3) review of published data related to
economic development.

KEY FINDINGS

Out of all 48 localities and across all 10 sub-indices,
Horana emerged as having the best enabling
environment for private enterprise, scoring 6.65 on a
scale of 9. Puttalam scored lowest at 4.79. Although
the level of overall economic governance does not vary
tremendously among the 48 localities, there are
important differences at the individual sub-index level.

The sub-indices are more interesting indicators for
gauging the particular strengths and weaknesses of each
locality. At the sub-index level, different localities scored
highest: Kuliyapitiya placed first in the area of
Registration, Permits, and Licenses; Chilaw on Land
Access and Property Rights; Matale for Transparency and
Participation; Hatton-Dickoya for Regulatory
Environment. Compliance, and Cost; Nuwara Eliya and
Avissawella for Infrastructure and Business Services;
Horana for Tax Administration, Burden, and Services;
Minuwangoda for its Legal Institutions and Conflict
Resolution; Haputale on Government Attitude toward
Business; Nawalapitiya on Informal Charges,
Favouritism, and Discrimination; and Gampola in terms
of Crime and Security.

Some regions performed well in select sub-indices and
poorly in others. For example, Chilaw was the best
performer in Land Access and Property Rights but
ranked low in Tax Administration, Burden, and Services.
Conversely, Ja-Ela, a forerunner in Registration, Permits,
and Licenses, and in Regulatory Environment,
Compliance, and Cost, ranked at the bottom for
Infrastructure and Business Services. This kind of
variability among sub-indices illustrates the need for a
tool like the EGI to identify and prioritize areas that
need special attention.
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Overall, the provincial analysis confirms the
conventional wisdom that Western Province is the most
progressive, driven in part by the capital city. Uva
Province, however, should be commended for having the
most positive environment in two interrelated
dimensions —Legal Institutions and Conflict Resolution
as well as Crime and Security. North Western Province
received the best aggregate score on the Transparency
and Participation sub-index, while North Central
Province services the business community better in
terms of infrastructure-related services. The Southern
Province has the highest number of registered businesses,
which may reflect the influence and effort of the largest

District Chamber of Commerce in the country.

RECOMMENDATIONS

The EGI provides valuable information on how
localities perform in different areas of economic
governance. It is a useful indicative guide for local
officials, the private sector, and other stakeholders to
compare the performance of their area to that of other
localities and identify the strengths and weaknesses of
their business environment. Therefore, the public sector
should use the EGI as a practical tool to map out an
actionable policy agenda, in consultation with the
private sector. After an in-depth analysis of the EGI
results, government officials and businesses can build
strategic private-public partnerships to improve the
enabling environment by addressing weak links,
augmenting the stronger areas, and advocating for
changes needed. In addition to the overall scores, the
diversity of performance in each sub-index suggests great
opportunities for localities to learn from each other and
share best practices and lessons.

Additional recommendations at the LA level include:

. Engage in dialogue with all stakeholders to
identify priority issues and determine an action
plan for policy advocacy involving Local
Authorities, the local private sector, civil society
groups, and other relevant constituencies.

. Incorporate considerations for the EGI sub-
indices in the annual planning and budgeting

process.

° To improve transparency, devise creative
awareness campaigns to inform the private sector

about new laws, processes, and procedures.

The EGI findings also suggest recommendations at the
national level:

o The process of private enterprise regulation
should be better defined and publicized, with
consideration given in the long run to
establishing one-stop shops that provide all
critical government services effectively at the local
level. The rationale for this recommendation is
that business entities currently have to interface
with multiple institutions to complete a single
process, resulting in the expenditure of excess

time and money.

. The LAs need to be strengthened so that they can
provide better economic governance at the local
level. This requires national-level attention to the
mechanisms and structures for devolving power
to the sub-national level.

. Stronger linkages between the sub-national and
national levels are needed to address business
environment issues at all levels and improve
information dissemination.



2. Introduction

7 | Introdution

THE SRI LANKAN CONTEXT

Sri Lanka is an island nation that is divided into nine
provinces and 330 Local Authorities (LAs). In 1987,
administrative and political power was devolved to the
provinces. Legally, specific authority rests with
Provincial Councils, but these must work closely with
the LAs both to design and to implement policies. The
Central Government, the Provincial Councils, and the

LAs have formed a three-tiered governance structure.

Local government has a long history in the country and
is legally structured as three arms: Municipal Councils
(MCs), Urban Councils (UCs), and Pradeshiya Sabhas
(PSs). The Grama Niladhari (GN) division is the
smallest administrative unit of the central government,
comparable to counties in other countries. The MCs
and UCs tend to be urban centres, while the PSs are
more rural. The classification is largely dependent on the
population of the area, the income of the LA (from taxes
and fees), and socio-economic factors. At present there

are 18 MCs, 42 UCs, and 270 PSs.

In light of this complex structure, one of the main
concerns has been the relationship between the centre,
the provinces, and the local level, where there is a
growing demand for better services. Nevertheless, it is
widely understood that irrespective of the other levels of
government, the enabling economic environment at the
local level is directly and/or indirectly influenced by the
services provided by the Local Authorities.

Given this growing interest in the local level, the time
has come for the LAs to document these perceptions
with survey and other data. The EGI is a measurement

tool that assists in this effort. Because local enterprises
often cannot differentiate among different government
units and representatives, their perceptions about
government attitude toward business tend to be
generalized.

The EGI can assist government officials' in identifying
weak links and planning for improvement. The EGI is
not a study of the overall performance of LAs in terms
of the different services they provide, but a study of the
enabling environment for private enterprise within the
locality. The enabling environment for firms is only a
sub-set of the overall responsibility of LAs.

Figure 1 depicts the complexity of the governance
structure’ in Sri Lanka and identifies the unit of analysis
for this study.

Several salient features mark macro-level development in
Sri Lanka. Sri Lanka became a middle-income country
by reaching the threshold of US $1,000 per capita
income in 2004. The improved economic performance
over the last few years has pushed per capita income to
US $1,355 at the end of 2006 (Central Bank, 2006).
This is a remarkable achievement given the political and
economic crises that Sri Lanka has endured during the
last several decades, including the conflict in the North
and East of the country, the devastating 2004 tsunami,

and rising oil prices.

Economic growth in Sri Lanka has been uneven across
regions and among the different sections of society. The
country’s economic growth is highly concentrated in
Colombo and adjoining districts, while the remaining
local economies have experienced limited growth. The

1. Inthis report, unless otherwise noted “government officials” refers to local government administrators, not elected council members.

2. http://www.unescap.org/pdd/prs/PublicationsResources/huset2003/Igstudy/new-countrypaper/SriLanka/SriLanka.pdf
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Figure 1: Structure of the Government Administration

contributions of Western Province to the national Gross

Domestic Product (GDP) exceeded 50% in 2006, in
comparison to 40% in 1990 (Central Bank, 2006).

Poverty has also proved to be highly regionalized. From

1990 to 2005, rural poverty declined by less than 5%,
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urban poverty declined by 50%, and that of the estate

sector (i.e., plantation crops in the hill country)
increased by 50 percent (World Bank, 2005).
Approximately 20% of the population still lives below

the official poverty line, which is a measure of the

amount of income available to purchase a sufficient



amount of food for a daily prescribed caloric intake
(World Bank, 2005).° The population earning less than
US $1 a day is estimated at 5.6% during the period
1990-2004, while those earning less than US $2 a day
are estimated at 41.6% for the same period (Central

Bank of Sri Lanka, 2006).

Sri Lanka’s economic performance in the recent past is
generally atcributed to the economic reforms that were
initiated in the 1970s and continue today with varying
degrees of success. The skewed growth record (with
differences among regions and between urban and rural
areas) and ensuing income inequality are also generally
ascribed to the incompleteness and inconsistency of
policy reforms. While trade reforms (reduction of
protectionism and general liberalization) have been fairly
successful, they were not accompanied by the
fundamental market and institutional reforms necessary
to sustain a private sector-led growth that encompasses
agriculture, manufacturing, and services, so that benefits
are equally shared among different societal strata. Broad-
based infrastructure improvement and fundamental
institutional reforms to enhance economic governance
are needed to propel economic dynamism outside
Western Province, where a majority of small and
medium enterprises (SMEs) are located.

The Government of Sri Lanka is conscious of the
situation. It has recognized the need to reform the
country’s regulatory environment and has enacted
legislation to minimize the negative impact of state

intervention in economic activity.*

BACKGROUND TO THE ECONOMIC GOVERNANCE
INDEX (EGI)

Despite several studies and action programs undertaken
by the government, the donor community, and civil

9 | Introdution

society, little is known about the business environment.
There has been negligible systematic analysis of this
environment, particularly regarding the ways in which
local enterprises and authorities interact and how
governance shapes the enabling environment for
investment and enterprise. A more in-depth
understanding of the business environment that affects
private sector performance is critical to promoting
widespread economic dynamism. The EGI is an
innovation for systematically evaluating the business
environment that affects the private sector at the local
level in Sri Lanka.

A number of international indices on competitiveness
and business environment include Sri Lanka in their
rankings. These include the World Competitiveness
Report, the Growth Competitiveness Index, and Doing
Business. While useful, these indices gauge general
governance of the entire country and are not fine-
grained enough to offer a detailed picture of the specific
interaction of businesses and local authorities.
Consequently, The Asia Foundation has been involved
in efforts in Indonesia, the Philippines, Vietnam, and
Cambodia to extend these ranking exercises to lower
levels of government. In Indonesia, the investment
competitiveness of regencies/cities has been rated since
2001 through an annual survey of business people. The
Philippine Cities Competitiveness Ranking Project
(PCCRP) assesses city capacity to provide a business
environment that nurtures enterprises and industries.

In Vietnam, the Provincial Competitiveness Index
(PCI), developed by the Vietnam Chamber of
Commerce and Industry and the USAID-funded
Vietnam Competitiveness Initiative (VINCI) in
collaboration with The Asia Foundation, established a
rigorous method for comparing the provincial business
environment in Vietnam. The PCI assesses and ranks

the performance, capacity, and willingness of provincial

3. World Bank, 2005, Sri Lanka Development Forum: The Economy, the Tsunami and Poverty Reduction, report prepared for the Sri Lanka Development Forum

2005.

4. The government has taken action to review and amend a number of laws and regulations over the last several years, such as those on Inland Revenue,

Intellectual Property, Termination of Employment, and Industrial Disputes.
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governments to develop business-friendly policy
environments. In Cambodia, The Asia Foundation, in
partnership with the International Finance Corporation’s
Mekong Private Sector Development Facility, developed
an Annual Provincial Business Environment Scorecard
(PBES). The scorecard ranks the provinces against one
another, according to their business environments. The
main indicators include business perceptions on the ease
of business registration and licensing, efficacy of basic
services, ease of land acquisition and titling,
transparency, transaction costs, and dynamism and

proactivity of the leadership.

In Sri Lanka, the World Bank has contributed greatly to
the evaluation of the rural investment climate.
Complementing this effort, The Asia Foundation
identified a need for in-depth analysis of local
governance in the urban arena. Drawing from the
experiences gained in other countries, the EGI for Sri
Lanka was constructed to fill this void.

WHAT IS THE EGI?

The EGI measures the local enabling environment for
private enterprise. It is a comparative measure of the
government-influenced conditions under which private
enterprises operate primarily in Municipal and Urban
Council areas in the provinces, exclusive of the Northern
and Eastern. The EGI sheds light on constraints to
economic growth and helps to assess the influence of
economic governance on business confidence and

expectations.

The EGI is constructed from the results of a survey of
the perceptions of entrepreneurs, supplemented by
statistical and other data collected from official sources
and the Local Authorities.

Ten sub-indices have been constructed to capture
different facets of the business environment, which in
most instances can be directly influenced by local
officials. These sub-indices are as follows:

II.

I11.

IV.

VL

VII.

VIIIL.

IX.

Registration, Permits, and Licenses: A measure
of the time it takes to register a new firm and
obtain the required permits and licenses, whether
the business enterprises have obtained all the
permits and licenses to operate their businesses,

and the costs involved in the process.

Land Access and Property Rights: A measure of
the availability of land and buildings, their costs,
and the environment for constructing new

buildings, if firms so desire.

Transparency and Participation: A measure of
the ease of access to proper planning and legal
documents as well as business-related
information, and the extent of private sector
involvement in the decision-making processes in

relation to the conduct of their businesses.

Regulatory Environment, Compliance, and
Cost: A measure of the ease of working with
officials, compliance with laws and regulations,
and the time and monetary cost of complying
with regulations in conducting business.

Infrastructure and Business Services: A measure
of the adequacy of infrastructure and business-
related services provided by the LAs and
government officials.

Tax Administration, Burden, and Services: A
measure of the administrative and fiscal burden
imposed by the tax administration and the
reasonableness of taxes given the services

provided.

Legal Institutions and Conflict Resolution: A
measure of private sector confidence that legal
institutions protect property rights and solve
conflicts, as well as the mechanisms available for
resolving such conflicts.

Government Attitude toward Business: A
measure of the support extended by government
officials and elected representatives toward
business.

Informal Charges, Favouritism, and

Discrimination: A measure of the influence of



informal charges, preferential treatment or
discrimination on any basis, and the obstacle of
extra burdens on business operations.

X.  Crime and Security: A measure of the extent of
crime and violence against businesses and the
safety of personnel and assets.

The ultimate objective is for Local Authorities to use the
EGI to understand the problems confronting the private
sector and to respond accordingly. The EGI promotes a
focus on sharing knowledge, enabling all the provinces
in the country to become contributors to the national
economy and benefit from economic growth through
the creation of jobs, increasing income levels, improving
education standards, and enhancing the general well-
being of the community as a whole.

11 | Introdution
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The Sri Lanka EGI measures the local enabling
environment for business in Municipal Councils (MCs)
and Urban Councils (UCs) in seven of the nine provinces.’

The 10 sub-indices were selected based on the current
theoretical literature on the subject and the field
experience of The Asia Foundation in a number of
countries in Asia. They include:

Registration, Permits, and Licenses

Land Access and Property Rights

Transparency and Participation

Regulatory Environment, Compliance, and Cost
Infrastructure and Business Services

Tax Administration, Burden, and Services

Legal Institutions and Conflict Resolution

Government Attitude toward Business

© o N Wk w N

Informal Charges, Favouritism, and
Discrimination

10.  Crime and Security

Survey data that represent the perception of business
leaders regarding the local regulatory environment, as
well as published data, are used to construct the sub-
indices. Firms had to meet three criteria for inclusion in
the study: (1) have at least one paid employee besides
the owner; (2) be a non-farm business that operates in a
fixed location; and (3) have signs or visible economic
activity that can be detected from outside.

The survey was conducted over a total sample of 4,969
firms in urban and rural areas to develop the profile of
enterprises (Section 4.A) and a total sample of 4,931
firms for the index (Sections 4.B — 4.D) and the
provincial analysis (Section 4.E). The survey spans firms
within 48 Local Authority boundaries, consisting of 15
MC:s and 33 UGCs, in the seven provinces covered.® Each
MC is represented by about 100 enterprises, except for
Colombo where about 400 enterprises are sampled due
to the larger presence of businesses. Each UC is
represented by about 50 enterprises, except for
Maharagama where about 100 firms are sampled because
of the large number of businesses there. In addition, the
survey includes a representative sample of about 400
enterprises in the rural areas of the seven provinces, in
order to draw inferences for the provinces. This sample

is generally well distributed across the provinces.

The methodology includes careful measures to reduce
the margin of error often associated with perception
data. First, a randomly selected sample of firms was
drawn via a two-way stratification based on the number
of employees (1-4, 5-9, and 10 and above) and the type
of business (manufacturing, trade, and services). The
selected firms were surveyed using face-to-face interviews
based on a structured questionnaire, a widely accepted
method for perception studies.

Next, supplementary data were collected to combat the
“anchoring” problem.” This problem refers to the biases

that may result from respondents assessing a situation

5. The EGI covers the following seven provinces: Central, North Central, North Western, Southern, Sabaragamuwa, Uva, and Western. The Northern and
Eastern Provinces were excluded due to difficulties in conducting surveys in these areas.

6. Appendix 3 contains the list of MCs and UCs covered by this report. Appendix 4 contains a map of the study locations and the provinces.

7. See http://gking.harvard.edu/vign/fag/node3.html. Gary King states that the act of measurement involves comparing an object to some standard of
measurement. The standard is sometimes called an anchor or gold standard. Without such a standard, measurement will be invalid or meaningless. For

survey data, anchors can be external.
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based on their current and personal experiences, without
knowledge or understanding of how these experiences
compare to those of business people in other areas.
These supplementary data were collected using a multi-
faceted approach which included gathering structured
comparisons along the lines of case studies, collecting
information from government institutions, conducting
interviews and focus group discussions, requesting
information as a citizen, and performing observational
assessments such as garbage collection frequency and the
number of lamp posts.

Published data soutrces, specifically in the areas of
human capital, physical infrastructure, and institutions
such as health and education, were used to help shed
light on the structural conditions that affect enterprise
performance. To avoid double-counting, the published
data were readjusted where necessary to account for the
overlapping boundaries of Local Authorities, police
divisions, and the central government administrative

structures.

Finally, in order to ensure that the data collected were
valid and accurate to a certain degree of confidence,
internal and external validity checks were performed.
Validity of data plays an important role in the
acceptance of the findings, although no research can be
100% accurate. The internal validity tests consisted of
59 quality checks that address the logical accuracy of the
data. The external validity test was conducted with the
aid of published data collected from various sources such
as the Department of Census and Statistics, Central
Bank, and the Retail Measurement census of the Nielsen
Company. Figures from these sources were compared to
those of the collected supplementary data.

The overall EGI scores are based on a 9-point scale; each
of the 10 sub-indices also has a high score of 9. The
inability of Local Authorities to reach perfect scores
indicates that governance practices can always be
improved upon. All sub-indices were treated equally in
the calculation of the final index, and the overall score

was calculated by a simple aggregation. Early analysis

indicates that some sub-indices have a greater impact
than others on the business climate. However, after
considering a number of weighting alternatives, the un-
weighted approach proves to be the least biased and the
least prone to measurement error. Individual businesses
and policymakers are invited to re-weight the final index
according to their own needs and priorities.

Appendix 1 contains more information on the

methodology.
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A.  PROFILE OF ENTERPRISES

A brief analysis of the general profile of the enterprises
in the entire seven-province sample provides some
insight into the factors which underpin business
perceptions.

1. Ownership Type

The majority of businesses surveyed are sole
proprietorships.

Figure 2: Firms Classified by Ownership Type (Urban
Sector)

7%

@ Sole
proprietorships

W Partnerships

O Private
Company

83%

As shown in former research, among the total of 45,235
urban sector firms,* 96% are sole proprietorships and
partnerships, while 4% are private, public, or quoted
companies.” The EGI sample closely reflects this

distribution, with 83% of firms being sole
proprietorships, 10% partnerships, and 7% private
companies. In rural areas, the distribution of firms
among the above three categories is 96%, 3%, and 1%,
respectively.

2. Registration Status

The vast majority of businesses claim to be registered.

Figure 3: Firms Classified by Status of Registration
(Urban Sector)

39 4%

m Registered
m Not registered
O Processing

O Main business
is registered

According to the ULE, 90% of the firms in the urban
sector are registered, while only 80% of the firms in the
rural areas are registered. In the survey sample, 82% of
the firms say they are registered'’; 11% that they are not
registered; and 3% that they are processing their
applications. Another 4% have claimed subsidiary status

8. 21,706 firms listed under the Urban Listing Exercise (ULE) and 23,529 firms listed under the Census of Establishments in the Retail Business (CERB) by the

Nielsen Company.

9. Aquoted company is one whose shares are listed on the official Stock Exchange.

10  The difference between the proportion of firms claimed to have registered during the listing exercise and in the sample survey is probably due to detailed
questioning during the survey where the respondents were asked about where they registered, how many days it took for registration, and cost of

registration.
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and therefore indicated that their head offices are

responsible for registration.

In rural areas, only 66% of the firms in the sample say
they are registered while 27% are not registered. Only

5% claimed to be in the process of registration, and 2%

indicated the main business is registered.

The percentage of registered firms does not vary much
with firm size. Of those with more than 10 employees,
83% are registered, and 80% of those with 1-4

employees are registered.

3.  Age of Business

Figure 4: Firms Classified by the Number of Years in
Business (Urban Sector)
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21%

Of the urban firms in the sample, 24% have been in
business for less than two years, 44% for five years or
less, and 65% for 10 years or less. Only 35% of firms

have been in operation for more than 10 years.

The age distribution in the rural sector is even more
biased toward new firms, with 51% of firms reporting
less than five years of operation. The proportion jumps
to 73% for those less than 10 years old.

4, Type of Business Activity

In both urban and rural areas, businesses involved in

trade constitute the overwhelming proportion.

Figure 5: Firms Classified by Type of Activity
(Urban Sector)
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Of the urban firms in the sample, 63% have trade as
their main activity, and 16% are in services. The
remainder are in production and construction activities.
In the rural sector, the percentage distribution among
the three sectors is 54%, 15%, and 31%, respectively.

5. Size
Most businesses are micro enterprises.

Figure 6: Firms Classified by Number of Employees
(Urban Sector)

5%

m 1tod
m 5to9
O 10 and more




Of the urban sample, 85% of the firms have fewer than
four employees. The comparable figure for rural firms is
95%. Only 10% of the urban firms and 5% of the rural
firms have 5 to 9 employees. Very few firms have more
than 10 employees (5% in urban areas and 1% in rural
areas). These statistics highlight the fact that this survey
reflects the perceptions of small-scale enterprises
regarding their business environment.

6. Gender

Few business owners are women. Although very active
in local economic activities, women are under-
represented as business owners. Only 10% of the

sample businesses are owned by women."

1. Association Membership

Only 24% of all businesses, both urban and rural,
belong to a trade or business association of some kind.
Seeduwa/Katunayake ranks lowest, with only 1% of the
local businesses reporting membership. Among those
who belong to associations, 77% find them “very useful”
or “useful.” None found them “not useful at all.”

B.  ANALYSIS OF THE EGI RANKING

This section analyzes the results on an aggregate index.
Section C provides analyses by sub-index.

Figure 7 illustrates the aggregate EGI ranking of 48
Municipal and Urban Council localities across seven
provinces. The EGI ranks the localities on a 90-point
scale (9 per sub-index), with higher scores being more
favourable.

Through consistently high scores across the sub-indices,
Horana and Nawalapitiya have the best scores on the
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aggregate measure of the enabling economic
environment. Next are Embilipitiya, Haputale, Hatton-
Dickoya, Gampola, Kadugannawa/Yatinuwara, and
Wattegama/Pahathadumbara. Their scores, however, vary
marginally from each other. Thus, even a slight change
in any single indicator could change a locality's overall
rank. For this reason, localities should not be too
preoccupied with their relative ranking compared to
other areas. Instead, the focus should be on improving
their absolute score in both the sub-indices and the EGI.
This can be done by adopting existing best practices
already found in Sri Lanka.

For easy reading, Figure 7 breaks the EGI results into six
tiers. More important than the actual score and rank is
the tier under which a locality falls. The tiers are an
indication of the locality's overall business-friendliness.

Within the first tier of the best performers, Horana and
Nawalapitiya are the obvious forerunners with scores
6.65 and 6.63 respectively. Both localities performed

relatively well across all sub-indices.

Embilipitiya, Haputale, and Hatton-Dickoya perform
above average in most fields, but average in two or three.
Though Embilipitiya has the lowest score for the sub-
index Government Attitude toward Business, it ranks
third overall (at 6.40) due to its relatively good

performance in all other fields.

Those regions in the lowest tier, Tier 6, scored below
average in most of the sub-indices. Puttalam is the
lowest-ranked locality. Its biggest weak point and the
main cause for its low overall score is its performance in
the Registration, Permits, and Licenses sub-index.
Puttalam scored 1.19 for Registration and 2.49 for
Permits and Licenses for the overall sub-index score of
1.84. Puttalam’s next lowest score (3.08) was for Tax
Administration, Burden, and Services.

11. Out of the urban firms surveyed, 356 are female-headed; 106 are co-owned by men and women ; 18 refused to answer; and 425 did not specify ownership
by gender. Thus, the sample size is adequate to make general conclusions on gender, but not large enough to make a detailed analysis within the category.
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Figure 7: The Economic Governance Index Overall Ranking 2007
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C.  ANALYSIS PER SUB-INDEX

This section provides details on the specifics of each
locality’s performance according to the 10 sub-indices
measuring economic governance.

A more detailed analysis of each sub-index brings to
light the particular strengths and weaknesses of each
locality and offers specific policy areas on which
government officials can focus their efforts. It is important
to keep in mind that improvement in one aspect of any
sub-index will not necessarily improve the overall rank
drastically, as most measures are a combination of
perception data and objective assessments.

Figure 8 shows the best and worst performers for each
sub-index. Local Authorities can learn good governance
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practices from those in the top tier. However, higher
ranked localities can still benefit from studying the
practices of overall lower-scoring localities. The reason is
that a locality may have an average to poor overall score,
but be the top performer for a particular sub-index.
Also, a locality with a high overall score may need much
improvement in certain sub-indices. For instance, Ja-Ela
has an average overall score. However, it performed the
worst in two sub-indices: (1) Infrastructure and Business
Services and (2) Transparency and Participation.
Similarly, a locality may perform poorly in one sub-
index and be the best performer in another. Chilaw, for
example, rates low (at 4.04) on Tax Administration,
Burden, and Services, but is the top performer in Land

Access and Property Rights.

Figure 8: Best and Worst Performers for Each Sub-Index.

Top Locality Bottom Locality
Registration, Permits, and Licenses Kuliyapitiya Puttalam
Land Access and Property Rights Chilaw Anuradhapura
Transparency and Participation Martale Ambalangoda
Regulatory Environment, Compliance, and Cost Hatton-Dickoya Puttalam
Infrastructure and Business Services Nuwara Eliya and Avissawella | Ja-Ela
Tax Administration, Burden, and Services Horana Puttalam
Legal Institutions and Conflict Resolution Minuwangoda Matara
Government Attitude toward Business Haputale Embilipitiya
Informal Charges, Favouritism, and Discrimination | Nawalapitiya Matara
Crime and Security Gampola Dehiwela-Mount Lavinia

Figure 9 shows the average score for each EGI sub-index

for all the 48 MCs and UCs in the seven-province EGI
study. The sub-indices with the lower scores would

require more attention from the public and the private

sectors to improve local business environments.
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Figure 9: Economic Governance: Average per Sub-Index
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Figure 10 represents these data in a star graph.

Figure 10: Star Graph: Average Per Sub-Index
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The three sub-indices with the highest scores are Legal
Institutions and Conflict Resolution (7.37), Crime and
Security (7.17), and Registration, Permits, and Licenses
(7.15). This indicates that local business people have a
relatively positive perception of the performance of their
localities in these areas.

The highest scoring sub-index, Legal Institutions and

Regulatory Environment,

Conflict Resolution, indicates that most localities
performed well in this area. This reinforces the image of
Sri Lanka as a country known for its strong legal
framework. Minuwangoda’s score for this sub-index is
8.75, close to the highest possible score of 9, while
Matara scores lowest at 4.77 which is still above the
midpoint. Several factors could explain this result.
First, it is important to understand whether the result is
influenced by the nature of the variables used in
calculating the sub-index. These variables include: the
amount of business-related conflicts faced by firms in
2006; the extent to which violence and crimes affect
business performance; the percentage of commercial
cases solved within the Local Authority; the number of
commercial disputes; and the number of cases filed in
courts. Business-related conflicts are not a concern for a
large majority of firms. In over 95% of the localities,
the proportion of firms that faced no conflict in 2006 is
over 80%. In seven localities, 100% of the firms
reported they had no business-related conflict in 2006.
The answers to question 13.9 in the questionnaire reveal
that legal problems and conflicts have constrained only
1% of firms from expanding their businesses.



The Crime and Security sub-index has the second
highest EGI value, which means that these issues have
not had a severe impact on business activities at the local
level. This sub-index intends to measure the actual
impact of the crime and security situation rather than its
perceived impact" by using a number of variables.

These variables include whether the firms have actually
experienced losses related to crime and security; threat of
violence; damage to business assets, owners, or
employees; uncertainty of the political and economic
situation of the country; and actual measures of

robberies, damages to assets, and other crimes."”

The sub-index in which localities performed the worst,
on average, is Government Attitude toward Business,
with an average score of 3.28. For this sub-index,
Haputale received the highest score of 6.32, while
Embilipitiya received the lowest score of 1.57. Of all
firms surveyed, only 33% said that elected
representatives (of local government) extend satisfactory
support toward business; the comparable figure for
government officials is 41%. On the question of
favourable decisions taken by elected representatives and
government officials when making administrative,
environmental, and social decisions, the figures are 45%
and 48%, respectively. The score of this index is a
reflection of this poor perception.

When asked “In your own experience, what is the main
factor that constrains the growth of your business?,” 21%
of the firms surveyed cited poor attitude of the
government toward business as the main constraint to
business growth and development (see Figure 11). The
second most-mentioned constraint is access to land and
buildings, cited by 17% of the respondents. Although the
general thinking in Sri Lanka is that infrastructure is the
main constraint to private sector development, only 14%
of the firms surveyed shared that position. Similarly, only
14% cited the conflict (security) situation as the main

constraint. A mere 4% cited registration, informal
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charges, crime and security, and the legal environment
(including difficulties in resolving business-related
conflicts) as the main constraint. Almost one-fifth of firms
cited other factors, including financial issues, employment
issues, uncompetitive business environments, lack of
technology, or lack of information.

Figure 11: What is the Main Factor that Constrains the
Growth of your Business?
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The second worst score is for Transparency and
Participation. This sub-index has a number of aspects
including public access to planning documents and reports,
availability of notice boards, involvement of officials in
solving community problems, and others. Development
actors pay scant attention to transparency of Local
Authorities' activities and to the participation of the
community. When asked from which sources firms should
get their information related to laws and regulations, 35%
mentioned government officials, but a significant proportion
(24%) believed there is no good way to get information.

12. The perception of the business community is somewhat inconsistent with this high score, as 14% of the firms consider the country’s unstable situation to

be the main obstacle to the development of their businesses.

13.  Inclusion of the Northern and Eastern Provinces may alter the result significantly.
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The following sections present the ranking of localities
per sub-index, thereby providing a more detailed picture

of each locality’s performance.
i. Registration, Permits, and Licenses

This sub-index measures the cost and ease associated
with starting a new business in two dimensions: (1)
Registration and (2) Permits and Licenses. Figure 12
shows the results. Answers are re-scaled so the shortest
wait, lowest expense payments, and highest level of
participation are re-coded as 9, while the most
cumbersome and expensive environment received a 1.

In general, localities performed well for this sub-index,
with around 80% of the localities achieving a score of at
least 7. This result is consistent with the statistics from
the World Bank's Doing Business, which ranks Sri
Lanka 44 out of 175 countries for ease of starting a
business. Kuliyapitiya scored highest at 8.24, while
Puttalam scored lowest at 1.84. Puttalam is drastically
worse off then all its peers in this sub-index; the next

lowest score (Chilaw) is significantly higher (5.17).

Almost all localities had a higher score for the Permits
and Licenses dimension than for the Registration

dimension, indicating that the process for obtaining

Figure 12: Registration, Permits, and Licenses (LA)

Kuliyapitiya |

Dehiwela - Mount Lavinia |

Ja-Ela |

Hambantota |

Wattala - Mabole |

Kotte |
h

N

Negambo |
Wattegama / Pahathadumbara |

Nawalapitiya |

Kurunegala |

Colombo |

Horana |

Kadugannawa / Yatinuwara |

Tangalle |

Balangoda |

Gampola |

Kalutara |

Galle |

Maharagama |

Matara |
P

K |
Embilipitiya |

Panadura |

Borelasgamuwa |

Kolonnawa |

Avissawella |

Moratuwa |

Minuwangoda |

Haputale |

Seeduwa / Katunayake |

Ambalangoda |

Ratnapura |

Peliyagoda |

Bandarawela |

Beruwela |

Weligama |

Hatton - Dickoya |

Hikkaduwa |

Thalawakele / Lindula |

Badulla |

Matale |

Kegalle |

Kandy |

Anuradhapura |

Nuwara Eliya |

Chilaw |

Puttalam

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
Gampaha | :
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
\

1

2

3 4 5 6

O Registration O Permits and Licenses




licenses and permits is perceived as more business-

friendly than the process for registering a new firm.
. Land Access and Property Rights

Land titles play an instrumental role in economic
development. Legal property rights encourage
investment in fixed assets and, by allowing the use of
land title as collateral, facilitate access to finance. Recent
experience of other developing countries indicates that
property rights and the capacity to manage growth-
enhancing rents and destroy growth-reducing rents are a
critical role local authorities can play to ensure rapid
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structural changes.” The Land Access and Property
Rights sub-index measures the availability and costs of
land titles as well as the environment for constructing
new buildings. The sub-index is broken into two
dimensions: (1) Availability of Land and Buildings and
(2) Property Rights and Building Construction
Environment. The first dimension incorporates not
only the availability of land and buildings, but also the
perceived ease or difficulty of obtaining land and
buildings, and the cost of rent relative to income. As
seen in Figure 13, Chilaw ranked highest in this sub-
index with a score of 7.29, while Anuradhapura ranked
lowest with a score of 3.42.

Figure 13: Land Access and Property Rights (LA)
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14.  Khan, Mushtag H. 2000a. “Rents, Efficiency and Growth.” In Rents, Rent-Seeking and Economic Development: Theory and Evidence in Asia, Mushtaq H.
Khan and K.S. Jomo, eds., pp. 21-69. Cambridge: Cambridge University Press.
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Of the firms surveyed, 37% own their land and building
while 50% rent or lease. Perceptions are rather negative
about the difficulty in accessing land or buildings. Only
17% of all business owners declared that access to land
and building was not a hindrance, while 32%
considered it a light or average hindrance and up to
48% a major or extreme hindrance. In Anuradhapura, a
similar percentage (17%) of businesses rated this issue as
not an obstacle to business development (a percentage
that reached 71% in Chilaw), but a high 59% of firms
there considered it a major or extreme obstacle (as
compared with only 2% in Chilaw). Anuradhapura
scored 2.46 for dimension 2 (Property Rights and
Building Construction Environment), with firms

expressing a low perception of the process required to

obtain deeds for land and buildings. The geographical

setting of these localities explains this perception.

Of all firms surveyed, 44% indicated that obtaining
deeds for a land or building is easy or very easy, while
only 20% considered it difficult or very difficult.

ii. Transparency and Participation

This sub-index focuses on the ease of obtaining proper
planning and legal documents as well as business-related
information, and on the extent of private sector
involvement in the decision-making processes related to

the conduct of their businesses.

Figure 14: Transparency and Participation (LA)
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Transparency and participation are two of the four
pillars of good governance as described by the World
Bank and the Asian Development Bank. The two
dimensions, Transparency and Participation, are
opposite sides of the same coin. Transparency reflects
how much information government institutions
voluntarily supply to entrepreneurs, while participation
reflects local government officials' receptiveness to the
input firms provide about changes in local policies and
initiatives. For this sub-index, Matale scored highest
(one of the best performers in both dimensions), while
Ambalangoda scored lowest (hurt by very low

transparency).
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iv.  Regulatory Environment, Compliance, and
Cost

This sub-index measures the ease of working with
officials, compliance with laws and regulations, and the
time and monetary cost of complying with regulations
in conducting business. These factors are broken into
two dimensions. The first is Regulatory Environment
and Compliance. This dimension reflects the attitude of
businesses toward the laws and regulations as well as
their ease in working with government officials on
complying. The other dimension, Time and Monetary
Cost of Compliance, measures the quantitative burden
of compliance. Hatton-Dickoya ranked highest for this
sub-index (with a score of 7.75), while Puttalam ranked

Figure 15: Regulatory Environment, Compliance, and Cost (LA)
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lowest (with a score of 4.13) due to poor performance in
Regulatory Environment and Compliance. Though
Thalawakele / Lindula and Bandarawela also performed
poorly for this sub-index, their overall scores are
somewhat higher due to their better governance in Time
and Monetary Cost of Compliance.

When asked whether they considered government laws
and regulations a hindrance in conducting and expanding
their business, 46% of respondents declared it was not a
hindrance, while 36% considered it a slight or average
hindrance. Only 7% rated it as a considerable or extreme
hindrance. In Hatton-Dickoya, the percentage of firms

considering laws and regulations not a hindrance reached
70%, as compared to only 28% in Puttalam.

V. Infrastructure and Business Services

This sub-index measures the perceived adequacy of
infrastructure and business services. Infrastructure
includes highways, electricity, telephone connections,
street lights, and market facilities. Business services
include garbage disposal, water supply, and technical
advisory services. Nuwara Eliya and Avissawella both
received the highest score of 7.20, far above the two
lowest-scoring localities, Ja-Ela and Kegalle with their

Figure 16: Infrastructure and Business Services (LA)
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respective scores of 3.13 and 3.16, due mainly to poor on the extent to which the private sector perceives taxes as

performance in basic infrastructure. Though Ja-Ela is reasonable given the services provided. Horana, Hatton-

located in the Gampaha District of the relatively Dickoya, and Tangalle have the highest scores (all above 7),

prosperous Western Province, just north of the Sri while Puttalam (3.08) and Chilaw (4.04) scored lowest due

Lankan capital Colombo, it lacks good infrastructure, 2 to their poor tax administrative governance.

fact negatively perceived by the local business

community. Basic infrastructure, such as resources for On average, 76% of firms pay taxes. About 54% of these

waste collection, is lacking in most parts in Ja-Ela.'” businesses considered services provided by the local
authorities as adequate given the taxes they pay, while

vi. Tax Administration, Burden, and Services 27% were dissatisfied with the services received

compared to taxes paid. Perception bias is a possibility
This sub-index refers to the administrative and fiscal burden i this finding. Nevertheless, it is in the interests of

imposed by the tax administration. Localities are also rated  government officials to understand why firms hold these

Figure 17: Tax Administration, Burden, and Services (LA)
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perceptions. While some firms feel they are not receiving

sufficient returns on their tax payments, most do not
report taxes as a prohibitive barrier to business
performance. When asked to name the major
obstruction to developing their businesses, only 7%
cited high taxes and charges.

vii. Legal Institutions and Conflict Resolution

Sti Lanka is distinguished from other countries in the
region by its relatively more developed judicial
institutions and processes. Thus, it is not surprising to
see the high scores across all localities in this sub-index.
This sub-index views the legal environment as an

entirety, with specific focus on the confidence that legal

institutions protect property rights and solve conflicts, as
well as on the non-judicial mechanisms available for
resolving conflicts. Minuwangoda ranked highest with
an astonishing score of 8.75, while Matara ranked lowest
with a still respectable score of 4.77.

Only 5% of the firms surveyed had experienced a
business conflict in 2006. Of these, almost a quarter
(21%) did not consider difficulty in resolving business
conflicts a hindrance at all to business development. On
the other hand, another quarter (25%) considered it a
major or even extreme hindrance. For the majority
(52%), business conflict resolution problems are a
hindrance, but only to a slight or medium degree. The
firms that had experienced a conflict in 2006 expressed

Figure 18: Legal Institutions and Conflict Resolution (LA)
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mixed feelings about the court system, with 40%
expressing confidence in the courts and 43% saying they
are uncertain or have no confidence in the courts.

viii. Government Attitude toward Business

A survey of citizens conducted in 1999 by the Human
Development Centre indicates that public trust in public
institutions and economic governance is quite low.

Some 75% of the respondents expressed reservations
with respect to the country's political system; only 18%
felt that the government represented the public interest.
Of the five South Asian countries in which the survey was

carried out, Sri Lanka scored the lowest in these indicators.
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The perception of government attitude today, especially
towards the private sector, remains low as reflected by the
scores for the Government Attitude toward Businesses sub-
index. This sub-index measures attitudes of elected
representatives and government officials separately and the
support extended by each. The average score across
localities, 3.28, is by far the lowest among all 10 sub-indices.

Apart from Haputale, with the highest score of 6.32, far
above the next best score of 5.66 for Puttalam, locality scores
are astonishingly low. The lowest scores are below 2, with
1.57 for Embilipitiya, 1.95 for Moratuwa, and 1.96 for
Hikkaduwa. Of the 48 localities, only three scored 4.84 or
higher. In sharp contrast, the lowest score for the Legal
Institution and Conflict Resolution sub-index was 4.77.

Figure 19: Government Attitude toward Business (LA)
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When asked to assess the support provided to their
business by elected representatives and officials of the
local governments, firms expressed a low level of
satisfaction. On average, only 33% of the businesses
indicated that elected local government representatives
provide satisfactory services for the business community,
while up to 51% considered the services as bad or
extremely bad. The situation is slightly better when it
comes to assessing government officials' services to
businesses, with 41% of firms reporting a positive
opinion and 45% a negative one. The same pattern can
be observed to a lesser extent in responses to the
question "Of elected representatives and government
officials (staff/civil servants), who would make decisions
in favour of the business community?" Only 45%

endorsed the elected representatives, while 48%

endorsed the government officials.

ix.  Informal Charges, Favouritism, and
Discrimination

Corruption is often cited as a key factor in the lack of
economic development. Corruption not only restricts
access to markets or services, but also hinders
competitiveness by increasing the cost of doing business.
This sub-index refers to the influence of informal charges,
preferential treatment, and the obstacle of extra burdens
on business operations. In this regard, Nawalapitiya
scored the highest (at 8.30), far in front of the next two
best localities (Kadugannawa/Yatinuwara at 7.36 and
Embilipitiya at 7.35), indicating that business people in

Figure 20: Informal Charges, Favouritism, and Discrimination (LA)
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these localities do not perceive corruption as a major
constraint to their activities. At the opposite end of the
scale, Matara, with the lowest score of 3.33, is perceived
by the local business community as a place where
informal charges, favouritism, and discrimination are
hindering business development.

While 66% of the firms across the sample declared they
never had to pay informal fees for their business
activities, almost one-fourth (24%) did not answer the
question or considered it irrelevant. When asked
whether they considered extra payments, gifts, and
favouritism as a hindrance to business development,
17% of the firms declared it was not a hindrance, 45%
considered it a slight or medium hindrance, and 29% a
considerable or extreme hindrance.
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Only 9% of the firms declared that elected
representatives or government officials did not treat
businesses differently depending on relationships (such
as family links, friendships, or belonging to the same
club) or on the basis of nationality, political affiliation,
or other personal characteristics of the business owner.
A higher proportion (15%) declared it was always the
case, and a large majority (66%) recognized it as a
common practice.

X.  Crime and Security

The protection of property rights and the overall feeling
of security are important for the promotion of private
enterprise as they affect the cost of doing business and

the willingness to invest. This sub-index focuses on the

Figure 21: Crime and Security (LA)
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extent of crime and violence against businesses and the
safety of personnel and assets. The majority of localities
performed well in this sub-index, showing the
confidence of most business persons in the safety of their
assets. Nine of the localities surveyed received a score
above 8, and about 60% scored above 7. Gampola is
perceived as the safest place to do business with the
highest score of 8.53, while Dehiwela-Mount Lavinia is
perceived as the least safe, with the lowest, but still
acceptable, score of 4.22.

The cost of security varies tremendously from one
business person to another as the amounts paid by 362
respondents ranged from just Rs. 30 to Rs. 720,000.
Among the losses experienced by business owners, 72%
were caused by civil unrest, 12% by vandalism, and 10%

by robberies.

Firms are quite optimistic about the impact of the
current conflict situation on their business. Of those
surveyed, 46% considered the situation as no hindrance.
Of the remainder, 42% estimated that the security

situation had some slight or medium impact on business
development, but only 9% rated that impact as
considerable or extreme.

D.  SCORES BY LOCALITY

To assist localities in identifying individual areas for
improvement, Figure 23 shows locality-specific EGI
scores disaggregated into 10 branches on star graphs.
Each branch represents the score obtained for one of the
10 sub-indices.

Figure 22 shows the score of a hypothetical locality with
perfect scores of 9 on each sub-index, represented by the
purple shaded area in the centre of a graph. The
following pages show individual star graphs for all
localities overlaid on top of a perfect score. They
demonstrate that no locality excelled on every sub-index,
and that therefore every Local Authority has areas in
need of improvement.

Figure 22: Perfect Score
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E.  PROVINCIAL ANALYSIS

The regional dichotomy of the provinces has received a
considerable amount of attention recently, owing to the
disproportionate share of the national income derived
from Western Province. To assess variance in
governance among these first-tier sub-national
governments, province-level inferences are drawn from

the perception data with a total sample of 4,969

enterprises.

As with Local Authorities, the focus is on economic
governance where the regional leadership can intervene
to improve the business environment within a shorter
time horizon than that required for other issues such as

poor infrastructure and lack of human capital.

Figures 24 to 33 depict the private sector's perception of
provincial economic governance as captured by the
survey. Unlike the EGI for localities which combines
survey and statistical data, the provincial rankings are a
simple analysis of survey data. This analysis is not a
provincial index. Nevertheless, the provincial rankings
can be considered to provide a robust picture of the
perception of the business community, given the large
sample base'® used in constructing them.

The following paragraphs analyze provincial
performance according to the 10 sub-indices.

i.  Registration, Permits, and Licenses

The aggregate data at the provincial level reveal that
Western Province performs relatively better with respect
to this sub-index. However, it is important to note that
Western Province does not have the highest proportion
of registered firms in the sample. Southern Province has
the highest proportion of firms registered (89%). Uva
with 77% has the lowest.
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Figure 24: Registration, Permits, and Licenses
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The good performance of Western Province is evidenced
by the number of days needed to register or obtain a
license in that province. The survey shows, for example,
that the average number of days firms spent for
registration varies from less than 13 days in Western
Province to more than 38 days in Uva Province.
Similarly, firms from Western Province declared
spending an average of 5 days to obtain the main
licenses required for their businesses, while firms from
North Western Province spent an average of 13 days.

The differences between provinces are less significant
when it comes to the average number of licenses or
permits required for businesses to operate. This average
varies from 1.45 licenses per business in Western
Province to 2.09 in North Western Province.

ii. Land Access and Property Rights

Sabaragamuwa Province ranks first for this sub-index,
while North Central ranks last.

Western Province dominates in the two most important

However, North

variables that measure this sub-index: the ease of
obtaining and the availability of land and buildings.
Approximately 55% of the firms in North Western
Province indicated that obtaining land and buildings was
easy, compared to only 34% in Western Province. More
than 80% of all the firms pay 30% or less of their

revenue as rents.

16.  Sample Base of 4,969 firms: Western Province - 2,166, Central Province- 766, Southern Province - 607, North Western Province - 422, North Central Province

- 254, Uva Province - 351, and Sabaragamuwa Province - 403
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Figure 25: Land Access and Property Rights
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On time spent on obtaining licenses or permits for
construction, the average number of days varies from 36
days in Western Province to more than 82 in Southern
Province. The average number of permits or licenses
required for construction does not vary much from
province to province, with an average of 1.77 for
Central Province to 3.15 for Southern Province.

iii. Transparency and Participation

North Western Province scores highest in the area of
transparency and participation, followed by Western
Province. The least transparent and participatory
province is Sabaragamuwa.

Figure 26: Transparency and Participation
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The key indicators in this category include: ease of
accessing planning documents, fairness in imposing rules
and regulations, information sharing, and the
involvement of the Local Authorities in solving business-
related problems.

Regarding the perceived ease of accessing planning
documents, Southern Province seems weak, with less
than 27% of the firms indicating that accessing these
documents was easy, while other provinces show much
higher satisfaction levels with the proportion of satisfied
businesses varying from 52% (Uva Province) to 66%
(Central and North Western Provinces). Uva Province
also has the lowest percentage (13%) of satisfied firms
when it comes to businesses' perception of the fairness
with which rules and regulations are enforced. Southern
and North Western Provinces are much better
positioned with 58% and 53% of firms satisfied,

respectively.

iv. Regulatory Environment, Compliance, and
Cost

The survey reveals that firms in the Western and Central
Provinces are the most satisfied with their regulatory
environments. Although the governance system has
devolved to a certain extent, the central government is
still rendering a considerable amount of services to the
business community. In Western Province, the business
community has ready access to a range of services
offered by a variety of government institutions located
there, which may influence their perceptions. This may
be less true in other provinces.

The percentage of management time firms said they
spend dealing with regulatory requirements varies from
8% in Western Province to about 15% in North
Western Province. Along the same line, the average
number of inspections per business in 2006 varies from

Figure 27: Regulatory Environment, Compliance, and Cost
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3 to 4 in Southern, Western, and North Western
The cost of

compliance with regulation varies a lot from province to

Provinces to 6 in Central Province.

province. In Uva Province, 100% of the firms say they
pay less than 5% of their monthly income to comply
with regulations. This percentage is much lower, at only
about 50%, for Central and Sabaragamuwa Provinces.
All businesses from North Central Province declared
they spent more than 5% of their monthly income on

regulatory compliance.

v. Infrastructure and Business Services

All provinces have a pretty similar level of performance
for infrastructure provided by the LAs, with between
45% and 58% of firms satisfied. This is also true for
most of the services delivered by the LAs. Central and
North Central Provinces perform particularly well in
terms of business services provided by its LAs, such as
garbage and waste disposal, provision of market facilities,
dissemination of market information, and business
advisory services. The business community rates
Sabaragamuwa Province lowest in this area.

Figure 28: Infrastructure and Business Services
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vi. Tax Administration, Burden, and Services

Southern Province ranks first with respect to the
perception of its business people regarding the tax
situation, while Uva Province ranks last.
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The percentage of firms declaring that taxes are not a
problem for business development does not vary
tremendously from one province to another, ranging
from a low of 79% in North Central Province to a high
of 92% in North Western, with all other provinces
pretty much at the same level with about 90%.

Figure 29: Tax Administration, Burden, and Services
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vii. Legal Institutions and Conflict Resolution

Uva Province ranks highest in the legal environment
area, which takes into account confidence in the fairness
of the judiciary, confidence in the appeals processes
regarding business disputes, amount of conflicts, and the
ability to resolve them without affecting business

activities. Western Province is at the opposite extreme.

Of the firms in Uva Province that had to deal with a
business conflict in 2006, 100% declared they had
confidence in the fairness of the judicial system in
solving their conflict. This percentage is much lower in
Western Province (37%) and North Central Province

Figure 30: Legal Institutions and Conflict Resolution
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(39%). However, interpretation of these figures requires
caution, because in most provinces less than 5% of the
firms experienced a conflict in 2006. The highest
proportion experiencing conflict was 15% in Southern
Province.

The proportion of firms indicating that resolving a
conflict was not a problem is more revealing, as the
percentages vary from 100% in Uva Province to only
35% in Western Province, with the other provinces
ranging from 42% to 89%.

viii. Government Attitude toward Business

The perception of businesses regarding the attitude of
the public authorities towards business varies
tremendously across provinces. North Western ranks at
the top, at a great distance from the lowest ranked
province of Uva.

Figure 31: Government Attitude toward Business
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Of the businesses in North Western Province, 24%
declared they are satisfied with the support extended by
elected local representatives towards business, as opposed
to only 4% in Uva Province. Businesses are generally
not very satisfied with the decisions taken by local
representatives relative to their business environment.
Only 8% are satisfied in Uva Province. The highest
level of satisfaction is in North Western Province, with
only 36% of the firms satisfied.

X. Informal Charges, Favouritism, and
Discrimination

Perceptions on this sub-index are most favourable in
Central Province and North Western Province. In these
two Provinces, the percentages of firms declaring they
had not paid any extra money for getting local
government services are 77% and 81% respectively. Uva
and Sabaragamuwa Provinces score similarly. North
Central Province is even better positioned, with 86% of
its firms declaring they did not have to pay informal
fees. By contrast, Southern Province is the worst
positioned, with 66% saying they had not made extra
payments.

In order to gauge the extent of corruption, questions
were phrased to assess if bribes are considered necessary
or useful in obtaining required services. The seven
provinces vary substantially in this respect, with only
22% of firms in North Western Province considering
bribes useful as compared to a high of 66% in

Sabaragamuwa Province.

Figure 32: Informal Charges, Favouritism, and Discrimination
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X. Crime and Security

Similar to its ranking regarding confidence in the
judiciary, Uva Province ranks highest for this sub-index.
Southern Province is at the other end of the scale.

The percentage of firms considering security as a
hindrance to business development is consistently low
across provinces, with the best performance in



Figure 33: Crime and Security
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Sabaragamuwa (13%) and the worst in Western

Province (35%).
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5. Recommendations
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The EGI is a vital and important tool for identifying
strengths and weaknesses in economic governance. It
provides a basis for mapping out actionable plans to
improve the enabling environment for private enterprise.
The EGI findings highlight some critical areas requiring
the attention of local government officials and elected
representatives as well as national policy-makers. This
section summarizes recommendations suggested by the

findings.

A.  LOCAL-LEVEL RECOMMENDATIONS

All of the local-level recommendations are best
implemented by working groups composed of
representatives from the local private sector (including
trade associations as well as individual firms), council
members, and LA officials. The composition of these
groups may vary with each type of task. Provincial
Council members may also participate in select
deliberations. LAs that performed well on the
Transparency and Participation sub-index may provide
good models for a collaborative approach.

. Use the EGI to set local priorities -The initial
focus should be at the overall EGI level,
determining where the LA ranks in relation to
others. The most important consideration is the
tier level, rather than the absolute numerical
score, to determine the LA’s overall “business-
friendliness.” The focus should then move to the
sub-index level. For example, the LA would
determine where it ranks on sub-index 1
(Registration, Permits, and Licenses) and on
dimensions or even individual variables (see list in
Appendix 2) associated with this sub-index. It is
also helpful to identify which LA scored highest

and ascertain the specific policies and practices

that support the high ranking. This review will
lead to a list of issues that need attention, to be
prioritized by the group.

Categorize the issues - Categorization will guide
the development and implementation of action
plans. Issues need to be categorized along two
dimensions. The first dimension is the root cause
of the problem. For example, the root cause
might be insufficient capacity, the processes used
to get things done, poor information sharing, or
general lack of awareness. The second dimension
concerns how and where the issue can be
addressed. For example, some issues may be
addressed easily and in the short run by the LA
itself (e.g., changing the physical arrangements in
a government office to increase accessibility),
whereas a more complicated issue might require
more time as well as partnership with other
stakeholders (e.g., providing information that is
archived on different records or databases). It is
helpful to look at best practices of other LAs with
respect to both dimensions.

Action planning and implementation - Each LA’
priorities will be different, resulting in a tailored
set of action plans involving a variety of actors.
For example, some issues might be addressed by
the council alone. In other cases, due to lack of
technical know-how or resource constraints, a
public-private partnership is needed, or a
partnership between the LA and the Provincial
Council. Further, since the EGI focuses on
economic governance and national policy is a key
factor in this regard, some issues will require
resolution at the national level. For these issues, a
planned advocacy agenda developed and
implemented by a strategic public-private
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partnership is ideal. Working groups at this stage
may be organized around a sub-index, a general
function (e.g., developing regulations or
protecting businesses from outside harm), level
(e.g., LA, LA-province, or national), or any other
factor that will maximize the efficiency of the
planning and implementation process.

Broaden the dialogue - While the core working
groups will likely include representatives of the
LA and private business, there may be issues
which require cooperation or support from other
public agencies, civil society groups, and other
constituencies. By broadening dialogue with
these groups, the LA can advocate on behalf of
the private sector with the ultimate goal of

improving economic governance.

Incorporate transparency and participation into
the annual planning and budgeting process -
The processes used for analysis and
implementation with respect to priorities arising
from the EGI can serve as a model to influence
how annual planning and budgeting take place.
More transparency and participation in these
routine local activities can enhance the local

business environment overall.

Improve information dissemination - To increase
transparency, devise creative awareness campaigns
that inform the private sector about new laws,
processes, and procedures. This includes
identifying innovative mechanisms to share
information easily and quickly, and to make sure
that the information is useful to the private
sector.

NATIONAL-LEVEL RECOMMENDATIONS

Streamline the regulatory process - Given the
overlapping systems and geographical
demarcations, the private sector does not
necessarily differentiate between one institution

and another. However, this creates confusion, as

a business entity might have to come into contact
with multiple institutions to complete a single
process. Given the “time is money” orientation of
the private sector, the need for multiple contacts
is frustrating. The process of regulation should
be defined and widely publicized. In the long
run, consideration should be given to creating
one-stop shops that provide all critical
government services effectively at the local level,
giving businesses a single office with which to
complete transactions, even those that are

complex.

Review devolution mechanisms and structures -
The LAs are the focal point for many services
associated with economic governance. It is
important that they be empowered to provide
these services more effectively.

Strengthen linkages between the national and
sub-national levels - Local and national business
environments cannot operate efficiently without
close interaction. Issues raised at the local level
may need to be brought to the attention of the
national level, while national reforms are
dependent on implementation at the local level to
be fully effective. Closer interaction among
different levels of government would ensure better
coordination of policy reforms that benefit a large

proportion of the country’s businesses.
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APPENDIX 1 - DETAILED METHODOLOGY

DATA COLLECTION

Data collection was multi-faceted, including three
primary components: (1) a survey of firm perceptions,
(2) the collection of supplementary data, and (3) the
collection of published data.

PERCEPTION SURVEY

In order to arrive at a representative sample for the
survey, a reliable sample frame was drawn from a dataset
constructed and managed by The Nielsen Company and
a dataset compiled by the World Bank.

Nielsen had a listing carried out in 2006 with specific
focus on the Fast Moving Consumer Goods (FMCGQG)
sector for urbanized localities. This list was updated as
part of this project in 2006 to incorporate additional
information such as ownership/legal status (sole
proprietorships, partnerships, private company, public
company, quoted company, state corporations and
government bodies, business owned by societies, and
others), the year of business registration or
establishment, number of employees other than the
owner, and status of the registration. In addition,
information from other sectors (manufacturing and
construction, trade and services, and others) was
obtained to ensure all economic activity was captured.

This resulted in a population of 45,235.

The dataset the World Bank shared from the Rural
Investment Climate study carried out in 2003 had a
focus on the rural localities. This dataset was also

updated based on pre-defined criteria. However, this
listing exercise was carried out only in 61 Grama
Niladhari" divisions, which were randomly selected to
support the provincial-level analysis. This resulted in the
selection of 1,295 establishments.

Sampling Allocation

The survey was conducted over a total sample of 4,969
firms in urban and rural areas for the profile of
enterprises and a total sample of 4,931 firms for the
index and provincial analysis.

MC + UC  Rural Total

For the profile 4,565 404 4,969
(not weighted to

the population)

For the index and
provincial analysis
(weighted to the
population)

3,607 1,324 4,931

From each Municipal Council, about 100 enterprises
were selected, except for the Colombo Municipal
Council where the sample size is about 400. For Urban
Councils, about 50 enterprises were selected. Again, due
to large size of one UC (Maharagama Urban Council in
the Western Province), about 100 enterprises were
selected. In order to avoid any bias due to the omission
of the less-commercialized areas in each province, data
needed to be collected from areas other than the
Municipal Councils and Urban Councils. For this
purpose, three commercial areas (formally known as

17. The Grama Niladhari division is the smallest administrative unit of the central government. It can be compared to counties in other countries.
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Town Councils) were selected per province, except for
Western Province where six commercial areas were

selected.

Stratified Sampling

Enterprises were selected from the Nielsen dataset and
the World Bank dataset by using a two-way stratified
sampling framework. The two-way stratification is
based on the number of employees (1-4, 5-9, and 10
and above) and the type of business (manufacturing,

trade, and services).

DATA VALIDITY

The Nielsen Company took measures to ensure the
validity of data. The validation is done both internally

and externally.

Internal Validity

The Nielsen Company took several steps to test and
validate the internal consistency of data. This includes
59 quality checks on the data collected. These deal with
the logical accuracy of the data. Here, the logical checks
are run for each questionnaire individually in order to
identify any contradictory responses which may have
occurred. A cleaning program containing the
instructions for the checking of the logic of the data
collected is run on the data set following electronic
entry. Quality checks include, but are not limited to,
aspects such as validity with regard to dates and times,
vast differences in ratings given for questions which are

similar, and many other types of logical checks.

A total quality management process is also incorporated
into the darta collection process to validate internal
consistency of the data. This includes back-checking
30% of the questionnaires, 20% of the interviews being
accompanied by field supervisors, and doing random
checks of questionnaires throughout the data collection
period.

External Validity

The external validity checks involved the use of hard
data collected from various sources. These checks
focused on three categories.

*  Registration
e Permits and licenses

*  Business owners' nationality and religion

Under the registration category, the time taken for
registration and cost incurred during the registration
process was measured. To validate time factors, the
stated time taken from beginning the search of
information to the actual registration of the business was
compared with the mean time documented in the hard
data. Similarly, the cost incurred as stated in the soft
data was compared with mean value documented in the
hard data. The stated total amount spent on registration
was compared with mean value of the official cost
incurred as shown in the hard data.

For permits and licenses, the soft data on the reported
time taken to obtain licenses were compared with the
mean time taken as represented in the hard data
obtained. To validate business owners' nationality and
religion, the soft data obtained were compared with the
Census data of 2001.

In addition, validity checking involved comparing
reports on the total number of employees who belong to
a certain business with the average number of employees
per district as stated in the published data obtained from
different sources. The assumption was that the
workforce recorded within a given district belongs only
to that district.

INDEX CALCULATION

For estimating the EGI, simple averages were used at the
three levels of estimation: (1) individual indicators
within each dimension, (2) dimensions within sub-



indices, and (3) sub-indices within the final index.
Thus, all sub-indices are treated equally in the
calculation of the final index. After considering a
number of weighting alternatives (including regression
analysis), the un-weighted approach proved the least
biased and least prone to measurement error. Individual
businesses and policymakers are invited to re-weight the

final index according to their own needs and priorities.

The results for each indicator are re-scaled by setting the
worst score for a locality equal to 1 and the best score
equal to 9. All other scores fall somewhere within that
range. The setting of absolute values from 1 to 9 allows
comparisons across years. Below is the equation used for
re-scaling. LA refers to Local Authority.

Positive towards LA~ 8 x LAi-Min ofalllAs +1

Max of all LAs — Min of all LA

Maximum — Value for LAs +1
Maximum - Minimum

Negative towards LA 8x
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APPENDIX 2 — VARIABLES BY SUB-INDEX AND DIMENSION

For each variable, the following table shows whether or not the variable is scaled and the meaning of a high score.

Sub-Index

Dimension

Variables

Scaled

Meaning of
High Score

1. Registration, Permits,
and Licenses

1. Waiting periods and
procedures for
registration

Perceived ease of
registration

Positive

Percentage of firms
registered

Positive

Number of days needed

for registration

Negative

Average cost of
registration, including
fees, gifts, and

other expenses

Negative

Percentage of firms
indicating higher cost or
complexity as the main
reason not to register

Negative

2. Waiting periods and

procedures for obtaining

licenses and permits

Perceived ease of
obtaining licenses and
permits

Positive

Percentage of firms with
the required permits or
licenses

Positive

Number of licenses and
permits needed

Negative

Number of days needed
to obtain the most
common licenses and
permits

Negative

Percentage of firms
indicating higher cost or
complexity as the main
reason not to obtain
licenses and permits

Negative
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2. Land Access and
Property Rights

1. Availability of land
and buildings

Perceived ease of
obtainingland and
buildings for

business purposes

Positive

Availability of land
and buildings for

bUSiHCSS purposes

Positive

Percentage of firms
paying 30% or

less of revenue as rent

Positive

Percentage of firms
indicating land and
buildings as the main
obstacle to business
development

Positive

2. Property rights and

building construction
environment

Perceived ease of
obtaining deeds for
land and buildings

Positive

Perceived risks of
changes in lease or
rental terms

Negative

Percentage of firms
with valid land and
building titles

Positive

3. Transparency and
Participation

1. Transparency

Ease of accessing
development plans

at the local, provincial,
and national level

Positive

Percentage of firms
that have approached
government or

Local Authorities to
obtain information

Positive

Number of Local
Authority meetings
with members of the
public and/or the

business community*

Positive

Extent of public
accessibility to Local
Authority reports and
planning documents*

Positive
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Extent of information

shared*

Positive

Number of Local
Authority reports and
planning documents

published

Positive

Availability of notice
boards at Local
Authorities

Positive

2. Participation

Perceived involvement
of Local Authorities in
solving community
problems

Positive

Percentage of firms
indicating that they
were consulted before
regulations were
imposed or changed

Positive

Percentage of firms with
membership in trade
or business associations

Positive

Perceived usefulness
of membership in a
trade or business
association

Positive

Number of meetings
at the Local Authority
with members of the
public*

Positive

4. Regulatory
Environment,
Compliance,

and Cost

1. Regulatory
environment and
compliance

Perceived ease of working
with government
officials on complying
with laws and
regulations

Positive

Extent to which laws
and regulations are
perceived as a hindrance

Positive

Percentage of
management time
spent dealing with

regulatory requirements

Negative
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2. Time and monetary
cost of compliance

Percentage of firms

that paid less than

5% of monthly income

to comply with regulations

Positive

Average number of
inspections per business

in 2006

Positive

5. Infrastructure
and Business
Services

Perceived adequacy of
infrastructure, such as
highways, electricity,
telephone, street lights,
and market facilities

Positive

Perceived adequacy of
business services,

such as garbage
disposal, water
supply, technical
advisory services,
market information,
information on

raw materials,
training of labour,
information on business
partners, and garbage
collection*

Positive

Percentage of roads in
good condition

Positive

6. Tax Administration,
Burden, and Services

1. Tax administration

Convenience in
paying taxes

Positive

Number of tax
payments per business
per year

Negative

Percentage of firms
that pay taxes

Positive

2. Tax burden and

services

Extent to which

firms believe that
services provided are
adequate in comparison
to taxes paid

Positive

Extent to which
businesses view taxes
as burdensome

Positive
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Proactiveness of tax
collection as measured
by the number of

tax notices received
per business

Positive

Extent to which tax
is an obstacle to
business improvement

Positive

7. Legal Institutions

and Conflict Resolution

Percentage of firms
that faced no conflict
in 2006

Positive

Extent to which
violence and crime
affect business
performance

Negative

Percentage of
commercial cases
solved within the
Local Authority

Positive

Number of

commercial disputes*

Negative

Number of cases
filed in courts*

Negative

8. Government Attitude
toward Business

Level of satisfaction

with support extended
by elected representatives
toward business

Positive

Extent to which
businesses perceive

as favourable the
administrative,
environmental,

and social decisions
made by elected officials

Positive

Level of satisfaction
with support extended
by government officials
toward business

Positive

Extent to which
businesses perceive
as favourable the
administrative,

Positive
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environmental, and
social decisions made
by government officials

Percentage of businesses
reporting lack of support
from the government

as the major constraint
to business development

Positive

Proportion of town
councillors who have
a business background

Positive

9. Informal Charges,
Favouritism, and
Discrimination

Percentage of firms
that have paid no
extra money for
getting government
services

Positive

Percentage of firms
that believe bribes,
when given, are useful

Positive

Percentage of firms

that believe preferential
treatment does not exist
or is not harmful

Positive

Percentage of firms

paying less than 5%
of monthly revenue
as extra payment

Positive

Percentage of firms
reporting no
discrimination based
on family relationships,
friendship, or political
affiliation

Positive

10. Crime and
Security

Percentage of firms
that indicated no losses
related to crime or
civil strife over the

last year

Positive

Percentage of firms
that reported no
threat of violence
over the past year

Positive
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Business owners’
perception of their
own safety

Positive

Business owners’
perception of their
employees’ safety

Positive

Business owners’
perception of the safety
of business properties
and assets

Positive

Percentage of firms

that consider the security
situation as not a hindrance
to business expansion

Positive

Percentage of firms
that cite uncertainty in
the country as a
hindrance to business
expansion

Negative

Number of reported
robberies per thousand

people*

Negative

Number of reported
murders per thousand

people*

Negative

Number of reported
burglaries per thousand

people*

Negative

Number of reported
destructions of property
per thousand people*

Negative

*Ascertained through supplementary (non-survey) data
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APPENDIX 3 — EGI SCORE TABLE

g e,z 8% es c8| 25 P

Province District Type £2 |8 'E g2 &g g @ 25|52 Ea |8E| 2 | 2
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&£ = g8 |7 @lEZ 8° |8 £ i

Western Colombo MC | Colombo 7.66 | 5.45 | 5.06 | 5.97 | 440 | 6.59 | 6.92 | 2.44 | 590 | 7.13 | 5.75
MC | Dehiwela-Mount Lavinia 8.07 | 549 | 552 | 544 | 6.87 | 6.08 | 6.95 | 3.56 | 6.40 | 4.22 | 5.86
MC | Kotte 7.84 | 6.14 | 462 | 545 | 542 | 6.47 | 7.39 | 223 | 441 | 553 | 555
MC | Moratuwa 7.19 | 512 | 422 | 557 | 6.02 | 6.12 | 7.38 | 1.95 | 5.39 | 475 | 5.37
UC | Avissawella 725 | 496 | 4.81 | 489 | 7.20 | 4.19 | 7.87 | 4.03 | 6.00 | 6.85 | 5.80
UC | Kolonnawa 7.31 | 6.79 | 548 | 6.28 | 5.55 | 6.01 | 7.16 | 3.37 | 4.39 | 7.13 | 5.95
UC | Maharagama 743 | 498 | 3.87 | 494 | 556 | 5.82 | 6.07 | 2.73 | 6.08 | 6.52 | 5.40
UC | Borelasgamuwa 7.34 | 5.68 | 457 | 559 | 546 | 5.20 | 7.87 | 2.09 |5.78 | 7.58 | 5.72
UC | Kesbewa 7.37 | 558 | 465 | 5.90 | 3.80 | 5.02 | 7.79 | 2.99 |5.18 | 6.73 | 5.50
Gampaha MC | Gampaha 7.22 | 498 | 476 | 5.00 | 402 | 6.01 | 8.08 | 3.18 | 4.79 | 7.45 | 5.55
MC | Negambo 7.83 | 473 | 538 |5.17 | 551 | 5.90 | 5.22 | 3.09 | 4.96 | 7.08 | 5.49
UC | Ja-Ela 8.04 | 545 | 3.02 | 6.99 | 3.13 | 6.94 | 8.33 | 3.02 | 457 | 6.46 | 5.60
UC | Minuwangoda 7.18 | 5.22 | 559 | 551 | 400 | 5.61 | 8.75 | 3.33 | 441 | 7.81 | 5.74
UC | Peliyagoda 7.06 | 5.96 | 5.96 | 6.10 | 5.05 | 6.12 | 6.80 | 2.40 | 4.18 | 7.23 | 5.69
UC | Seeduwa / Katunayake 7.15 | 475 | 3.88 | 6.20 | 5.29 | 4.96 | 7.51 | 2.61 |4.12 | 7.98 | 5.45

UC | Wattala - Mabole 794 | 475 | 412 | 594 | 6.13 | 551 | 8.15 | 3.20 | 4.73 | 7.67 | 5.81
Kalutara UC | Beruwela 7.03 | 5.25 | 4.37 | 6.18 | 4.89 | 6.76 | 8.06 | 2.71 | 4.38 | 7.36 | 5.70
UC | Horana 7.60 | 5.18 | 567 | 7.27 | 498 | 7.48 | 8.49 | 5.03 | 6.74 | 8.06 | 6.65
UC | Kalutara 747 | 498 | 382 | 539 | 6.09 | 6.13 | 7.25 | 2.76 | 4.06 | 6.71 | 5.47
UC | Panadura 7.35 | 452 | 346 |5.89 | 5.39 | 6.26 | 7.61 | 2.39 | 4.83 | 7.85 | 5.56
Central Kandy MC | Kandy 6.31 | 5.07 | 3.96 | 5.43 | 572 | 6.13 | 4.84 | 2.77 | 450 | 7.22 | 5.19
UC | Gampola 751 | 543 | 405 | 7.10 | 6.63 | 6.91 | 7.61 | 2.79 | 6.26 | 8.53 | 6.28
UC | Kadugannawa / Yatinuwara | 7.59 | 499 | 3.88 | 6.29 | 6.42 | 6.00 | 7.54 | 469 |7.36 | 7.58 | 6.23
UC | Nawalapitiya 7.72 | 581 | 5.18 | 749 | 6.16 | 6.22 | 8.27 | 3.14 | 8.30 | 8.04 | 6.63

UC | Wattegama / Pahathadumbara | 7.73 | 5.46 | 3.87 | 6.45 | 5.34 | 6.13 | 8.28 | 3.60 |5.12 | 8.08 | 6.01
Matale MC | Matale 6.80 | 415 | 6.40 | 5.30 | 4.97 | 5.16 | 6.15 | 3.47 | 461 | 7.91 | 549
Nuwara Eliya MC | Nuwara Eliya 592 | 454 | 511 |6.31 | 7.20 | 471 | 7.46 | 3.78 | 5.90 | 8.31 | 5.92
UC | Hatton - Dickoya 7.01 | 6.21 | 442 | 7.75 | 6.16 | 7.24 | 7.75 | 3.77 | 455 | 8.12 | 6.30
UC | Thalawakele / Lindula 6.95 | 6.53 | 452 | 4.36 | 3.37 | 5.27 | 6.59 | 4.73 | 5.45 | 7.99 | 5.58
Southern Galle MC | Galle 7.44 | 500 | 513 | 474 | 564 | 5.65 | 5.65 | 3.50 | 4.52 | 6.14 | 5.34
UC | Ambalangoda 7.13 | 544 | 2.33 | 5.54 | 4.87 | 6.45 | 8.37 | 2.68 | 4.74 | 6.10 | 5.36
UC | Hikkaduwa 6.96 | 6.32 | 3.85 | 5.78 | 5.41 | 5.01 | 7.47 | 1.96 | 6.42 | 6.59 | 5.58
Matara MC | Matara 7.40 | 5.11 | 3.81 | 525 | 6.08 | 4.75 | 477 | 2.88 | 3.33 | 7.34 | 5.07
UC | Weligama 7.02 | 535 | 430 | 480 | 491 | 553 | 7.66 | 3.24 | 3.77 | 5.13 | 5.17
Hambantota UC | Hambantota 8.02 | 552 | 457 | 6.72 | 5.62 | 6.61 | 7.51 | 2.99 | 4.00 | 7.99 | 5.95
UC | Tangalle 759 | 5.03 | 3.36 | 6.70 | 6.27 | 7.11 | 7.19 | 3.94 | 5.04 | 7.69 | 5.99
North West Kurunegala MC | Kurunegala 7.70 | 5.48 | 475 | 523 | 579 | 4.83 | 7.04 | 3.70 | 5.25 | 6.87 | 5.66
UC | Kuliyapitiya 8.24 | 524 | 3.15 | 557 | 5.48 | 557 | 7.28 | 442 |6.25 | 7.42 | 5.86
Puttalam UC | Puttalam 1.84 | 5.64 | 340 | 413 | 476 | 3.08 | 6.15 | 5.66 |5.12 | 8.11 | 4.79
UC | Chilaw 517 | 7.29 | 5.98 | 466 | 5.09 | 4.04 | 8.32 | 484 | 595 | 5.68 | 5.70
North Central Anuradhapura| MC | Anuradhapura 6.06 | 3.42 | 461 |5.39 | 522 | 488 | 6.34 | 3.03 |5.18 | 6.71 | 5.08
Uva Badulla MC | Badulla 6.85 | 6.29 | 451 | 6.27 | 6.41 | 5.74 | 8.70 | 2.56 | 5.05 | 6.98 | 5.94
UC | Bandarawela 7.04 | 598 | 490 | 443 | 6.19 | 476 | 7.97 |3.12 | 529 | 7.44 | 5.71
UC | Haputale 7.16 | 6.10 | 461 | 6.43 | 5.66 | 6.13 | 8.53 | 6.32 | 3.87 | 8.38 | 6.32
Sabaragamuwa | Ratnapura MC | Ratnapura 7.11 | 518 | 474 | 5.05 | 5.17 | 5.34 | 599 | 2.34 |6.50 | 7.99 | 5.54
UC | Balangoda 752 | 592 | 416 | 5.68 | 6.42 | 6.06 | 8.17 | 2.95 | 6.11 | 7.01 | 6.00
UC | Embilipitiya 7.35 | 6.98 | 4.46 | 6.57 | 6.70 | 6.16 | 8.71 | 1.57 | 7.35 | 8.17 | 6.40
Kegalle UC | Kegalle 6.52 | 6.11 | 3.84 | 5.77 | 3.16 | 6.63 | 7.70 | 4.00 | 3.80 | 6.34 | 5.39
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APPENDIX 4 - EGI MAP
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