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INTRODUCTION 
Market -based actions are more effective than 
government -oriented "first best" solutions to deal 
with the problems associated with public goods  

 

Environmental Policy is in a state of  paradox:  

  
 

 

 

Limited knowledge on the level and nature of   

economic incentives available,  

in both a market and non-market context 

It is difficult to formulate a set of appropriate policies 
that can be put into practice at the firm level 

INTRODUCTION  



Limited attention in literature to  

evaluate the ability of  

voluntary environmental 
programs to generate economic 

benefits for firms 

 

Little is known about  

why firms operating in developing 

countries would participate  
in these initiatives  



Food 
Processing 
Sector of 
Sri Lanka 

4.5% to 
GDP 

30% of total 
manufacturing 
value-added 

Generation 
and 

accumulation 
of solid waste 



 

ÅLegal framework for SWM 

 

 

 

 

ÅImplementation and effective enforcement of 

formal regulations 

ïPoor Regulatory framework  

ïRegulations themselves vary significantly 

across local authorities as well as at the 

level of the provincial governments  

Local 
Government 

Act 
 



Ministry of  Environment of  Sri Lanka introducesé  

ôNational Strategy for Solid Waste Managementõ 



1. To identify and quantify the extent to which 

a system of economic incentives that 

comprised of both market and non-market 

incentives motivate food processing firms in 

Sri Lanka to adopt various environmental 

controls aiming solid waste management 

(SWM) at the firm level 

 

2. To assess the impact of firm and of market-

specific characteristics of firms on this 

behavior  

Specific Objectives of the Study 



 

 

 

 

 

 

 

 

Relative impact of each incentive towards adoption 

of SWMPs 

Adoption of 
Solid Waste 
Management 

Practices 

Cost / 
financial 

implications 

(CST) 

Internal 
Efficiency 

(INE)  

Market Forces 

(MKF)  

Regulatory 
Framework 

(REF) 



  

  

 
 

ÅDepend on the individual incentives faced by firm (I) 

ÅRelative strength of incentive has a relationship with firm 

characteristics (F)      

 SWMPi = ai + bjIji + gkFki + eI 
 

Degree of  responsiveness of  a firm towards the 

environment is reflected by the  

types of  levels of  environmental management 

controls and practices adopted 

Econometric Specification of Model 



SPECIFICATION OF W48.1V AS  

DEPENDENT VARIABLE 
 

ÅNumber of SWMPs adopted by a firm 

reflects its degree of responsiveness 

towards environmental quality  

 

ÅExcess Zeros due to òNon-Adoptersó  

 

ÅPrinciples of òCount Data Regression 

Modelsó 



1. ! 

 

Direct impact of each incentive may be unobservable 

 
 

Ideas of managers could be subjective in nature 

 
 

Prevalence of an incentive as an element of the system 

 

 

 Confirmatory Factor Analysis (CFA) 

techniques under  

Structural Equation Modeling (SEM)  

To overcome  

Unobservability ! 

Subjectivity ! 

Mutual Exclusivity & Endogeneity !  

Specification of W*/$&/5*7&4V AS 

EXPLANATORY variable  



CONFIRMATORY  

FACTOR ANALYSIS ( CFA) 
 

ÅAble to incorporate latent variables  

 

 

 

 

 

ÅAnalysis of Moment Structures (AMOS) 

(version 16)  - Maximum Likelihood 

Estimation  

 

 

 

ωHow measurement 
variables represent a 
construct  

Measurement 
Model 
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CT5a5

CT4a4

CT3a3
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CT1a1
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1
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1
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Construct Indicator 

Economic 
Incentive 

Attitudinal 
Statement 



Measurement Theory Model for  

Confirmatory Factor Analysis 



Construct / Scale Reliability 

ÅCronbach  h[ >0.7]  

Unidimensionality 
ÅPrincipal Axis Factoring Technique [ >0.35]  

Construct Validity 
ÅMulti -Trait Multi -Method  (MTMM) Matrix  



Iji = Aggregate Score (AGS) / Maximum Potential Score (MPS) 

To choose the set of 
indicators that most 
accurately reflect 
variation in the incentive 
they stand for 

CFA 

òIncentive Indexó  

to Reflect the Strength of Each Incentiveé..  



Å325 Agri-Food Processing Firms 

Processed fruits 
and vegetables  

Coconut products  Essential oils  

Non -alcoholic 
beverages  

Other processed 
products  

Study Area 



 

 

 

ÅRate > òobservable characteristicó  

 explained in each statement (S = 52)  

       Agree (òYesó) OR Disagree (òNoó) 

 

ÅRate > òTo Which Extentó agree                

       Five -point likert -scale (1 to 5)  

 

Collection of Data 

Development of 

Structured Questionnaire 



ÅFace-to-Face Interviews 

 

 

 

 

 

 

 

ü In -Depth òFace-to-Faceó 

Interview with the Owner / 

QA Manager  

 

üSite Inspection / 

Document Proof (depend 

on desire and 

confidentiality)  



FIRMS BY TYPE 

Results: Descriptive Statistics of Sample 


