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(G) PRICES AND WAGES

Prices

As in previous years the analysis of the movement of consumer prices during
the year 1967, as given below, is largely based on the Colombo Consumers® Price
Index published by the Department of Census and Statistics. The drawbacks in
the use of this index to portray the movement of the general level of Prices were
highlighted in the reports of the two previous years. Since some goods that entered
the original basket of goods in 1952 are not freely available minor adjustments in
the weights of the index were made this year in an attempt to make the index a
better indicator of price movements. '

. In December 1966, another adjustment in weights had to be done as a result of
the shift in the consumption pattern due to the cut in the rice ration and its effects
on the index were fully felt only in 1967. Changes in real income and the conse-
quent changes in the consumption pattern could be assessed only through a specially
designed survey. Therefore it is doubtful whether these minor adjustments have
improved the index in any significant way.

TABLE II (G) 1

Colombo Consumers’ Price Index
(Base 1952 = 100)

Commodity-wise Sector-wise
All Domes-

Year | Ttems Food | Cloth- | Fuel & | Rent | Miscel- tic Import | Export

ing Light laneous | Group | Group | Group

1958 “..] 1050 1058 87-5( 1010 | 1005 113-1 109 -2 97-0 1350

1959 ..] 105-2 104 -7 92-1| 1024 | 101-5| 1153 108 -0 971 | 15341

1960 ..] 103-5 100 -8 95 -1 102-7 | 1015 | 117-5 108 -9 937 138 -4

1961 ..} 104-8 99-8 | 103-9| 104-4 | 101-5| 122-8 1123 94 -6 1191
1962 ..] 106-3 1009 1082 105-6 | 101:5| 1249 1139 96 -7 113-8°

1963 ..§ 108-8 103-:0| 1182 103-0| 101-5| 126-6 1134 1025 177

1964 .| 1122 106-4 | 127-2| 1032 | 101-5| 1293 116 7 106 -6 1153

1965 ..| 112-5 1073 | 126-8| 100-7 | 101-5| 128-3 116 -4 106 4 127 -2

1966 ..] 112-3 109 -1 117-0 95-9 | 1015 | 127-3 116-8 1054 1276

1967 ..} 114-8 1127 1167 96-5 | 1015 | 1289 1171 1112 1239

Sources : The Department of Census and Statistics and Central Bank of Ceylon

After a period of rising prices since 1961 the ‘ All Ttem ’ index experienced
stability for two years during 1965 and 1966. While the annual average increase in
the index from 1961 to 1964 was 2 -35 per cent, the increase from 1964 to 1966 was
negligible. Towards the end of 1966 the earlier trend reappeared and in 1967 the
index started moving upwards and the average of the index for 1967 was 2 -23 per
cent higher than that of the previous year.

A better view of price movements in recent years can be obtained from the
commodity-wise and sector-wise breakdown of the cost of living index given in the
above table. When changes during 1967, within different commodity groups, are
compared increases in prices are seen in the food, fuel and light, and miscellaneous
groups, while the index for clothing has been more or less static. (The index for
rent, where controlled rents are used, has rcmained unchanged since 1954),
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The index covering food -items, which was generally exerting a downward pull
on the average consumer prices upto the end of 1962, has moved up rapidly during
the subsequent years. This upward movement was mainly due to scarcities caused
by increasing restrictions on imports of food items. The average price of food to
the consumer, as indicated by the index, increased by 3 -3 per cent from 109 -1 in
1966 to 1127 in 1967. Consequent on the reduction of the quantity of rice issued
on ration in December 1966, the level of the index for food went up. The level
would have gone up further but for the exclusion of open market rice from the
index after the revision of the weights in the cereal group subsequent to the reduc-
tion in the ration. The average index of the cereal group went up further when the
maximum price of a pound of wheat flour was administratively raised, in two stages,
from 23 cents at the beginning of 1966 to 33 cents at the end of 1967. Even though
the price of sugar was increased by 5 cents per pound in December 1967, its effect
on the average price for the year was negligible. From the beginning of 1967 the
Milk Board increased its price of milk by 13 cents per bottle in order to encourage
the milk producers by giving them a better price. During the year prices of milk
powder and other milk products also increased. Within the food group other
significant price increases were recorded against chillies, coriander and garlic, onions,
pulses, meat, potatoes and yams. The items that experienced a decline in prices
were tea dust, fish, eggs, butter, jam, vegetables and salt. Further reduction in
imports of items such as milk food, chillies, onions and pulses resulted in periodic
scarcities. The sharp increase in the prices of potatoes and yams was the result
of the complete ban on the import of the former.

During the decade prior to 1965, steadily rising prices of textiles has been a
major factor in raising the cost of living index. In 1965, however, the availability
of a certain amount of textile on ration at low prices resulted in a slight fall in the
index. The following year the retail distribution of textiles was further improved
and the C.W.E. played a major role in it. This resulted in a decline of, as much
as, 77 per cent in the index from 1965 to 1966. The same scheme of distribution
was maintained through 1967 and the price of textiles during this period remained
almost at the same level as in 1966.

The price index of the fuel and light group is an average of the prices of electri-
city, kerosene oil, firewood and matches. The index for 1967 was 0-6 per cent
higher than that for 1966. Price of kerosene was increased by 5 cents per gallon
in December 1967, and its effects on the index for the year as a whole was negligible.
Further there have not been changes in prices of electricity and matches. As such
the increase in the index is due to a minor increase in the price of firewood.

The average price of items in the miscellaneous group recorded a 13 per cent
increase due to upward movements in the prices of hair-dressing, tobacco, betel and
arecanuts, medicine and liquor. The rise in the price of tobacco was due to the
additional excise duty of Rs. 4 -50 per pound of tobacco imposed in July 1967,

In July 1967, the licence fee on imports was raised from 1 per cent to 10 per
cent of the value of goods other than milk and milk foods, infacts’ and invalids’
food, cotton yarn, drugs, fertilizers, kerosene, newsprint and small agricultural
implements and imports by the Food Department and other Government depart-
ments. The cost of the additional licence fee has been passed on to the consumer
and it has been estimated that the price of commodities subject to the additional
fee have gone up by 5 to 10 per cent.

In 1967, owing to the closing down of the Suez Canal and the diversion of
shipping via the Cape, three conference lines put up their freight rates by imposing
a surcharge. The increase in shipping costs, no dobt, had its effect on the prices of
goods imported round the Cape.
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Prices Not Covered by the Colombo Consumers’ Price Index

To supplement the prices entering the Consumers’ Price Index the Central
Bank collects data on retail prices of building materials, oils and paints, household
goods (such as furniture, sewing machines, utensils, cups and plates, etc.) motor
accessories and spare parts, and fertilizers. In respect of some of these items, such
as building materials and motor accessories and spare parts, it is rather difficult to
collect reliable price data mamly because of the wide range of items and the differences
in quality. Even though listed prices are available they could be treated only as
lower limits to prevailing prices. In certain instances it was necessary to depend
on listed prices due to periodic non-availability of these goods.

During 1967 there was an appreciable rise in the listed prices of most of the
building materials. At the end of the year the price of mild steel bars was 23 per
cent more than at the beginning, while over the same period asbestos sheets rose
by 33 per cent and galvanized sheets indicated price increases ranging from 44 to
60 per cent. The increase in the import licence fee in July was passed on to the
consumer in the form of higher prices, and it is also likely that the prices were put
up immediately after devaluation, even on those items that were in stock. In other
cases it is likely that the dealers would put up prices with the arrival of new con-
signments of goods. While there has been a general price increase in respect of most
goods, the ‘prices in the paints and oil group have been somewhat stable. The fall
in price of fertilizers by 3 per cent was noteworthy.

Wages

The Central Bank publishes wage rate indices for clerical and technical
employees, minor employees and school teachers in the Government service. These
indices use 1952 as the base period, and are based on minimum wages inclusive of
basic wages and allowances payable but exclusive of incremental and overtime
payments, etc. In the case of the workers in trades covered by Wages Boards the
indices are published by the Labour Department. These indices are based on
minimum wage rates fixed by the Wages Boards and not on actual earnings which
would depend in addition on the number of days worked in the case of daily paid
employees and the overtime earnings and bonuses. Table II (G) 2 shows that the
indices for Government employees have not changed over the period from 1958
to 1966. During 1967 the Government granted increases to a large number of
central and local government employees by way of two additional allowances.

~ From October 1967, the Government pays an interim monthly allowance of
Rs. 20/- to those who get a basic monthly salary of less than Rs. 100/- and Rs. 10/-
to those whose basic salary is between Rs. 100/- and Rs. 300/-. Again after the
devaluation of the rupee, the Government brought about a further relief measure
by introducing an *‘interim devaluation allowance’ of Rs. 15/- per month for

recipients of basic monthly wages less than Rs. 300/-, effective from December
1967.

As a consequence of these increases the minimum wage rate indices for clerical
and technical employees, minor employees and school teachers went up by 14 -5,
25-0 and 104 per cent, respectively, from September to December 1967. 'The
corresponding increases in real wage rates were 10-8, 209 and 6-7 per cent
respectively.
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TABLE 1I (G) 2

Wage Rate Index Numbers for Government Employees

(1952 =100)
Clerical and Cenrtal Govern- Government
Technical Minor mént School
Employees Employees Employees (a) Teachers
Year Wage | Real | Wage | Real | Wage | Real | Wage | Real
Rate Wage Rate Wage Rate Wage Rate Wage
Index Rates Index Rates Index Rates Index Rates
1957 S 1121 10821 1160 | 112-8 1138 1107 | 1139 110-8
‘1958 .. L) 12243 116 -5 13044 | 124-3 126 -7 1207 1174 111-8
1959 .. L] 1223 116-3 1304 | 124-0 | 1267 1204 1174 | 111-6
1960 .. L] 122°3 1182 1 1304 126-0 | 126-7 12241 174 | 1134
1961 .. ] 12243 1167 130-4 | 1244 | 1267 120-9 1174 | 1120 \
1962 .. L1223 115-0 | 1304 | 1226 | 1267 1192 117-4 | 110-4
1963 .. . 12243 112 4 130-4 1199 126 -7 116-3 117-4 | 1079
1964 .. .1 1223 109-0 { 1304 | 116-2 | - 1267 1129 117-4 | 104-6
1965 .. L] 12293 108 -7 1304 | 1159 1267 112+6 1174 1044
1966 . b 1223 108 -9 130-4 | 116°1 126-7 | 112-8 1174 | 104-6
1967 . ..} 1254 109 2 1362 | 1186 1313 1144 ) 1194 | 104-0

Source : Central Bank of Ceylon®

(@) Combined index for clerical and technical employees and minor employees.

The indices of minimum wages for workers in Wages Boards Trades are given
in Table II (G) 3. The indices for 1967 for workers in industry and for workers
in agriculture have increased by 4 -3 and 3 -7 per cent, respectively, over the corres-
ponding indices in 1966. The increases in the real minimum wage rate indices are
2 -0 and 1 -4 per cent, respectively.

TABLE II (G) 3

Minimum Wage Rate Index Numbers for Workers in Wages Boards Trades

(1952 = 100)
Workers in Agriculture Workers 1n Industry Workers in All Wages
Boards Trades (a)
Year Minimum Index of Minimum Index of Minimum Index of
Wage Rate Real Wage Rate Real Wage Rate Real
Index Wages Index Wages Index Wages
1957 .. 108 -7 105-6 104 -5 101 -5 107 -8 104 -7
1958 .. 1102 105 -2 1161 1109 -110-8 105 -6
1959 .. 1102 104 -8 128 -8 1224 1123 106 -7
1960 .. 1102 106 -5 128 -1 123 -8 1118 108 -0
1961 .. 1107 105 -6 128 -4 1225 112-3 107 -2 i
1962 .. 111-9 105 -2 129 -5 121-8 137 106 -9
1963 .. 1133 104 2 130-9 120-3 1152 1059
1964 .. 116 -0 103 -5 1328 118 4 117 -8 105 -0
1965 . 116 -3 103 -4 132-8 118-0 118 -2 105-0
1966 .. 1162 103 -5 1332 1186 1181 105 -1
1967 . .. 120 -4 104 -9 1389 121-0 1222 106 -4

Source . Department of Labour and Central Bank of Ceylon.

(@) Combined index for workers in Agriculture and workers in Industry and Commerce.
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The year 1967 witnessed a number of instances of fruitful negotiation between
employers and employees in the private sector. Among a number of collective
agreements signed during the year, the most important were (a) the agreement
between the Ceylon Workers’ Congress and the Ceylon Estate Employers’ Federa-
tion granting an increase of 10 cents in daily wages for workers in the .tea growing
and manufacturing trade, and (b) the agreement between the Ceylon Mercantile
Union and the Ceylon Employers Federatlon grantmg Sto7 per cent increases in
salaries. o .

~In December 1967, the Government by regulation imposed an ‘‘interim
devaluation allowance *’ equivalent to 40 cents per day for industrial workers and
30 cents. per day for agricultural workers. ' This allowance was subject to a maximum
of Rs..10/- per month for the former, and Rs. 7.-50 per month for the latter.
Further, the allowances based on the cost of living index have been frozen at their

‘December values until' such time as the total allowances payable under the new

scheme fall short of the allowances payable under the old scheme.



